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IMPACT OF ‘INTERNET-SPECIFIC’ STRATEGIES ON VENTURE PERFORMANCE.

ABSTRACT

This study examines the relationship between 21 ‘internet-specific strategies’ and the performance of internet-trading ventures. ‘Internet-specific strategies’ are defined as business strategies specifically relevant in the internet-trading context. They were proposed mostly by practitioner-oriented exploratory literature, based on case-studies of leading dot-coms. Does the application of such strategies increase performance for the bulk of the new ventures (dot.coms and new divisions of large companies) trading on the internet? The results of a large survey of 406 internet ventures in the UK were quite controversial. Despite the fact that we have found statistically significant correlations between the majority of ‘internet-specific strategies’ and venture performance in at least one industrial sector, the coefficients were weak and the regression model proved statistically insignificant. This raises questions over the validity of practitioner-lead theories about Internet-business. Business on the internet might be just business. 
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INTRODUCTION

The internet is an extremely important new technology, and it is no surprise that it has received so much attention from entrepreneurs, executives, investors and business observers (Porter, 2001). Internet-trading ventures represent one of the largest segments of new start-up and incidences of corporate entrepreneurship in the US (Galbi, 2001). However, many Internet ventures are also failing at a high rate (Dussart, 2000) and hence, a greater understanding of the determinants of performance on Internet-trading ventures is needed. 

Despite the recent growth in electronic commerce, academic literature on the impact of Internet trading is still limited and there are very few studies based on rigorously tested empirical data (Hamill & Gregory, 1997, Berthon et al. 1998, Griffin 2000, Stonham, 2001). Whilst, there are extensive studies done on the determinants of new venture performance (for an excellent overview see Chrisman et al., 1999), the authors do not know of many works to date that address empirically either ‘established’ in the literature or ‘emerging’ drivers of performance for new ventures trading on the Internet. 

This study seeks to test empirically the relationship between emerging ‘internet-specific strategies’ and performance of internet-trading ventures. ‘Internet-specific strategies’ are defined as business strategies, specifically relevant in the internet-trading context. The definition incorporates mainly new and revolutionary ways of doing business enabled by the new technology and trading medium (such as price customisation and price negotiation) but also includes some more ‘established’ marketing strategies with a proposed ‘enhanced’ role in the internet-trading environment (such as building a reputable brand). The variables are drawn from exploratory practitioner-oriented literature on the new phenomenon and are then confirmed by the managerial intuition of a class of 196 MBA candidates. 

The research aims to contribute to two different literature streams. The main potential contribution is to the emerging e-commerce literature, being one of the first empirical studies to rigorously test new practitioner-driven ideas. Also, we aim to contribute to the already established strategy literature on drivers of venture performance, exploring some new variables related to the specific context of internet-trading. 

The paper proceeds as follows: Initially, we review the e-commerce literature and illustrate the knowledge gap; Afterwards, we discuss the research design, the measurement of the variables and the data collection; Then we present the analysis and the results; Finally, we conclude with a discussion of the implications of the findings for theory and practice.

LITERATURE AND KNOWLEDGE-GAP

Griffin (2000), in an editorial for the Journal of Product Innovation Management, highlighted the extremely active practitioner literature on the impact of the Internet on business and the lack of rigorous academic studies to that date. She then suggested that it is natural on really new topics like the Internet, that writing in the popular business press always leads academic publication. In a similar vein, Stonham (2001) noted in the editorial of the European Management Journal that until then there has not been a large-scale, systematic study of substantial value-drivers of pure internet companies’ performance.

 The authors confirm the above observations. By and large, our literature search has revealed few Internet-related studies in formal academic journals (such as the Academy of Management Journal, the Strategic Management Journal or the Journal of Marketing) and substantially more works in the so-called ‘practitioner-oriented’ quality journals (Harvard Business Review, European Management Journal, Sloan Management Review, Long Range Planning, The Economist). The existing literature on Internet-trading falls into two main categories:

1. Descriptive surveys measuring the degree of adoption of e-commerce by established firms. The early results showed that relatively few companies were active on the Internet and even fewer exploited the revolutionary internet-specific strategies employed by innovative start-ups. Hamill & Gregory (1998) surveyed 103 SMEs in Scotland and the results showed that only 3% of the companies had a web-site. Webb & Sayes (1998) followed a more robust methodology, observing the sites of 227 Irish companies, surveying 50 of them and interviewing 4. The results of the observational study showed that 80% of the 227 firms used their sites for simple promotion, 20% for provision of data and information and surprisingly none for conducting on-line transactions. 

Dutta & Segev (1999) observed the web-sites of 120 large corporations from the Fortune global 500 list (surveyed in 1997). The results showed that despite their market position most of the ‘blue chip’ firms made little use of the Internet, treating it simply as a publishing medium. Only 39.2% of the companies could take on-line ordering and only 17.5% customised their products to individual customers.

As the e-commerce frenzy ‘took-off’ in 1998, the research results started showing higher adoption rates. Whewell and Souitaris (2001) surveyed 355 second-hand and antiquarian booksellers in the UK (an apparently traditional and old-fashioned industry) and found that a surprising 48% of them used a web-site for online transactions. Dutta (this time with Biren, 2001) repeated the earlier adoption study and found that since 1997 there has been a significant increase in online ordering and payment and in online advertising and numbers of links to other firms’ corporate web-sites. Other recent ‘adoption’ studies investigate more specific issues such as the barriers for internet adoption by small firms (Walczuch et al.2000) and the behaviour of user firms in business to business electronic markets (Grewal, et al. 2001). 

2. The second and, in our view, more interesting part of the literature on Internet-trading, features exploratory work on ‘internet-specific strategies’. These papers suggest or imply that a number of new and revolutionary ways of doing business enabled by the Internet, as a technology or as a new trading medium, drive venture performance. Such ‘successful’ strategies are identified to be: 

a) Offer of an unprecedented variety of products and services to on-line customers (see for example Amazon, the virtual bookshop) overcoming the physical barriers of shop-floor space (Peet, 2000, Zott et al. 2000). 

b) Cost reduction stemming from automated purchasing and avoidance of expensive retail space, can allow internet traders to offer reduced prices compared to those in the physical world (Peet, 2000).   

c) Offer of convenient shopping, by creating a user-friendly, easy to navigate web-site (Dutta & Segev, 1999, Zott et al. 2000), which includes comprehensive information about products and prices (Zott et al., 2000, Amit & Zott, 2000). Transaction security, reliable physical distribution of the products (Peet, 2000) and reputation (Standfird, 2001) can increase trust and enhance loyalty (Reichheld & Schefter, 2000).  

d) Personalisation of the web-site and the products offered to meet the needs of individual customers (Walsh & Godfrey, 2000, Zott et al. 2000, Dewan et al., 2000). Exploitation of this opportunity requires continuous collection of customer information (Ghosh, 1998, Dutta & Segev, 1999). Useful data include demographic information collected directly from customers logging onto the web-site, and ‘buying patterns’ usually collected by specific software, monitoring purchases. The information then needs to be analysed, so that customised offerings may be made (usually by email) to individual customers (Peet, 2000).

e) Price negotiation. The Internet facilitates instant price and product comparisons, which in turn encourages dynamic customisation of prices (Dutta & Segev, 1999; Dewan et al. 2000) and the development of on-line auctions and exchanges (Peet, 2000). Customers and firms can now negotiate prices online instead of using fixed pricing models (Dutta & Segev, 1999). Intelligent shopping agents (customer focussed software applications that search the web for the best deal on products that their ‘master’ specifies) are an extension of the same concept (Alba et al., 1997, Butler & Peppard, 1998). 

f) Relationship marketing and promotion of e-communities. Several authors have demonstrated how companies can provide inexpensive services using the Internet and ultimately build a relationship with the customer (e.g. Zott et al. 2000, Amit & Zott, 2001). Shopping experience can be enhanced by the provision of online-customer services, technical after-sales support and solicitation of on-line feedback from the customers (Dutta & Segev, 1999). Vandermerwe & Taishoff, (1998) and Kotha (1998) described how Amazon created a unique customer experience, providing reader reviews of books on-sale and e-mailing to individual customers offers tailored to their reading tastes. Butler & Peppard, (1998), Kozinets (1999) and Rothaermel & Sugiyama (2001) have argued that electronic communities structured around specific consumer interests are growing rapidly and present a new medium for Internet marketers to tailor promotions to well specified market segments. 

g) New ways of promotion on the Internet: Forming alliances with complementary sites (Peet, 2000; Amit & Zott, 2001) and using online banner advertising (Dutta & Segev, 1999) have been suggested to be effective methods of on-line promotion. There is a debate in the literature about the actual effectiveness of on-line advertising versus the traditional off-line advertising, which has also been used extensively by many successful internet leaders (see Hoffman & Novak 2000).

A large part of the exploratory literature shares two common characteristics: 

1. The studies were based on one or a few case-studies of successful dot.coms.

2. Their conclusions were targeted at practitioners (and more often published in quality ‘practitioner-oriented’ journals). Exploratory observations were published as the phenomenon was unravelling, as practitioners could not wait for rigorously tested results based on formal research methodologies. 

Dutta & Segev, (1999) have argued that despite the undoubted conceptual and exploratory value of the early works on internet-specific strategies, the fact that they were usually based on few successful US start-ups often from ‘soft’ information intensive sectors (such as software and financial services) make their findings not readily generalisable. Indeed, we have found very little systematic large-scale empirical work that attempts to support or reject the early findings (a rare example is the study by Kotha, Rajgopal and Rindova (2001) who found a positive correlation between reputation and firm-performance during the pre-bubble period of 1992-1998).

 Moreover, Porter (2001) voiced an opposition to the importance of the newly emerged Internet-specific strategies as drivers of performance. In a conceptual paper (based on some evidence from ‘failing’ high-profile dot.coms) he rejected the “general assumption that the Internet changes everything, rendering the old rules about companies and competition obsolete” (p.63). Porter argued that some of the proposed Internet-specific strategies are not really important in terms of their impact on performance. For example the loyalty benefits of a ‘sticky’ web-site and of targeting communities of consumption are difficult to capture, because the barriers to entry are very low and copying is easy. Moreover, some Internet-specific strategies can even have a negative effect on performance. For example, low prices can dampen the overall industry profitability and partnering can diffuse important proprietary advantages and therefore they can both harm performance (Porter, 2001).      

The authors initiated this project with the view that the current literature on internet-specific strategies is exploratory and has to be treated and valued accordingly. It offers important guidance and this should be acknowledged, but it is simply inadequate, as we cannot confidently tell whether the ‘internet-specific’ strategies identified in exploratory success-cases are really beneficial for the bulk of internet-trading ventures. 

Generally, the lack of a substantial body of empirical research testing the impact of the newly emerged internet-specific strategies on performance of internet-trading ventures is a crucial gap in the existing literature and our paper aims to initiate research work in this direction.   

RESEARCH DESIGN

For the purpose of this study, the unit of analysis was the ‘internet-trading venture’. This was defined as an independent firm or an internet-trading strategic business unit (SBU) of a larger firm, which allowed electronic ordering and payment of goods and/or services on its web-site. It is interesting to note that at the time of the data collection (Spring 2002) all the dot.coms and the internet-trading SBUs of established, larger companies (“direct” departments) were less than 8 years old and therefore they fell into the new venture category (for a definition of new ventures see for example Miller & Camp, 1985, McDougall, et. al, 1992). This fact has interesting theoretical implications, as the study becomes part of the new venture performance stream of literature. This issue will be discussed at a later stage of this paper.

An interesting methodological twist of the current work is that the research hypotheses did not flow solely and directly from the literature, as is the common practice in academic research, but were “filtered through” a group of 195 practising managers (the 2002 MBA class at Imperial College London). The authors felt that

a) The literature reviewed in the previous section might not be the only relevant source of internet-specific strategies – potential drivers of performance. As the e-commerce phenomenon was unravelling, there might be more internet-specific strategies to be captured from the extremely active business-press and also from popular ideas discussed in practitioners’ circles.

 b) The existing literature was exploratory and un-tested and hence a pilot test of the logic of the propositions with practicing managers, could assist the selection of a more relevant set of independent variables.    

In practice, the exploratory literature still remained our main guideline and point of departure, but before developing the hypotheses we decided to utilise our MBA class as a ‘sounding board’ and also as our ‘eyes’ into the world of e-commerce practice. The class was comprised of managers with at least 5 years of industry experience (139 full-timers and 56 part-timers) who provided invaluable research assistance in all the phases of the project (described in detail below).  

Phase 1 – Pilot Study and Preliminary Hypotheses Development

The specific objectives of the first phase were twofold: 

1) To agree on a measure of venture performance on the internet. Performance is a multidimensional construct and its accurate measurement is very important in order to develop theory and to produce useful prescriptions for practitioners (Murphy et al. 1996).   

2) Most importantly to identify a set of relevant ‘internet-specific’ strategies – potential drivers of performance (with the intention to test the driver-performance relationship on phase 2). 

Initially, the authors introduced the MBA class to literature on measuring firm performance (Venkatraman & Ramanujam, 1986; McDougal et al., 1992; Chandler and Hanks, 1993; Murphy et al., 1996; Chrisman et al. 1999; Highashide & Birley, 2002) and to literature on internet-specific strategies (the list of references mentioned in the previous literature section of this paper was made available to the class). Then each member of the class had to perform the following tasks: 

a) Review the given papers and identify potential measures of internet-trading venture performance and also internet-specific strategies – potential drivers of this performance. 

b) Scan the business press for interesting debates on the above issues and also for additional variables not covered in our ‘initial’ reference list. 

c) Discuss these strategies with personal contacts in the internet-trading industry and establish whether or not the proposed association with performance made sense in the world of practice. We have to mention that at the time of this research, London was one of the major hubs of e-commerce activity in Europe and the large majority of class members had personal contacts in the e-commerce industry (or were e-commerce practitioners themselves).

d) Finally use his/her own managerial intuition to assess all the collected information and suggest a list of dimensions of performance measurement on the Internet and a list of internet-specific strategies - drivers of venture performance (with a justification of his/her view). 

The 195 reports created a rich qualitative data-set. Each individual report was structured around the 2 proposed lists of performance dimensions and internet-specific strategies and included the arguments for their selection (source, logic behind the selection and views of internet-practitioners pilot-studied). The data-set was analysed by the authors with the help of an experienced research assistant. For the purpose of this paper, the data was “quantified”, by adding-up the times each variable was mentioned and developing 2 collective lists of the most popular (commonly mentioned) dimensions of measuring performance and internet-specific strategies. 

The results for the ‘popular’ dimensions of performance measurement are presented on table 1. The table also refers to earlier studies that have employed these performance dimensions. The items were classified in two categories, financial and operational measures, as is common in the strategic management literature (Venkatraman & Ramanujam, 1984). The five financial dimensions were extensively used in the past literature and when combined they measure financial performance from a wide range of angles (see the review paper by Murphy et al. 1996). The same applies to the last three dimensions of operational performance (new product development, personnel development and operating efficiency), which are established in the literature (Higashide & Birley, 2002). The pilot study with the MBA class highlighted three “new” internet-related operational dimensions, which were sourced from recent consultancy-driven literature on the internet (Agrawal et al., 2001). Internet-trading venture performance could be measured by the ‘attraction’ of visitors to the web-site, the ‘conversion’ of visitors into customers and the ‘retention’ of those customers (so they perform repeat purchases). Interestingly, the paper by Agrawal et al. (2001) was traced by the class and was not in the reference list given to them at the start of the exercise. This was an indication that for such a new phenomenon as the internet, the pilot experiment using the intuition of a group of managers (the MBA class) could have some added value on literature-derived variables and measures. 

Table 1 about here

The results for the commonly mentioned drivers of performance are presented on table 2. To classify the variables in logical themes, we have followed the classical strategic marketing model of 4Ps (Product – Price - Promotion and Place) and one C (Customer Relations). This classification has been also adopted by Dutta and Segev (1999) who suggested that the 4P and one C model has the dual advantage of simplicity and time-tested acceptance.

Table 2 about here
The results of the internal survey on the potential drivers of performance were hardly surprising, as they mirrored the ideas found in the exploratory literature. Table 2 lists relevant references (described earlier in the exploratory-research section) that suggested or proposed a relationship between each of the identified variables and internet-trading venture performance. Table 3 presents the 21 preliminary hypotheses (PH), that came as an outcome of the first qualitative phase 1 of the study.

Table 3 about here

Phase 2 – Test of the Hypothesised Relationships

The objective of the second phase of the project was to test which of the internet-specific strategies selected in phase 1, were actually valid as drivers of performance. To that extent we aimed to test the statistical association between performance and each of the 21 potential drivers of performance, surveying a large sample of UK internet-trading ventures. As ‘UK internet-trading ventures’ we considered companies that were targeting the UK market (i.e. a UK customer could order products or services from the company’s web-site and have them delivered to a UK address). 

Population and Sample. At the time of the empirical study there were no formal data specifying the exact population of UK internet-trading ventures. For the best estimate of the population one had to collate lists of ventures in specific industries using search engines (Alta Vista, Ask Jeeves, Google, Looksmart, Lycos, MSN, Yahoo). In order to sample more accurately from this large and unspecified population, the authors opted for a sampling method by industry. The Financial Times industry classification was used as our guideline. The MBA class was grouped in teams of 5-6 individuals and each group had to estimate the population, to sample and to collect data within one industry-class. 

A mix of sampling methods was employed. Survey of the total population was used in small industrial classes (like banks and telecommunication services) - Random sampling was used when possible in large industrial clusters. In several occasions the teams employed a snowballing sampling process using personal networks and references from one company to another in order to improve the response rate.  

Table 4 presents the industry classification, an estimation of the population (whenever possible) in each industry class using a variety of search engines, the number of internet-trading ventures contacted, the number of responses and the response rate. 

Table 4 about here

Overall, we had a large sample of 406 internet-trading ventures with a response rate of 15.14% (2682 companies were contacted). It is interesting to note that the large majority of the sample companies (85%) were actually UK-based, as physical delivery of products usually requires local presence.

The survey has targeted one senior manager-respondent from each internet-trading venture, in order to get primary data on venture performance (the dependent variable). The respondents could either reply to a questionnaire posted to them or log-on a survey web-site and answer the questionnaire on-line. 

Measurement of performance (the dependent variable). Satisfaction with venture performance (the dependent variable) was measured with an 11-dimension indicator, which was created in phase one (see table 1). The measure comprised five financial criteria and six operational criteria. Similar ‘satisfaction with performance’ measures have been used in the literature (Sapieza, 1992, Sapienza et al. 1996, Higashide & Birley, 2002). The respondents had to indicate both the relative importance of the criteria within the two groups by distributing 100 points, and their satisfaction with the performance on each criterion on a 5-point Likert type scale. They were then asked to weight the importance of financial versus non-financial criteria. The overall weighted average result and a separate overall performance satisfaction score were averaged and used as the performance measure.

Chandler and Hanks (1993) showed that a similar performance instrument using subjective measures (originally developed by Gupta and Govindarajan, 1984), has a high disclosure rate (a crucial advantage in performance research), strong internal consistency and relatively strong inter-rated reliability (Higashide & Birley, 2002). Thus, the respondents’ satisfaction with performance of the venture is used to serve as a proxy for the actual performance (Anderson & Narus, 1984). 

Measurement of the potential drivers of performance (the independent variables). The data for the measurement of the independent variables (internet-specific strategies potentially driving performance) were sourced from the web-sites of the sample companies. Groups of 5-6 researchers from the MBA class evaluated the web-sites of companies that responded to the survey in respect to the 21 potential drivers of performance identified in phase 1. The questionnaire used for the evaluation and coding is presented in the appendix. Because of the novelty of most the variables (and of the field of e-commerce in general) there were no sophisticated measures of the independent variables. For the purpose of this exploratory study, the potential drivers were measured with simple one-item measures on a five-point Likert type scale. To improve and finally test the reliability of the measurement the following steps were followed:

a) The site evaluations were carried out in groups of 5-6 MBA candidates. The outcome of the web-site evaluation for each individual variable should be a unanimous decision following discussion.

b) To sharpen the accuracy of the judgement the groups were often experimenting by becoming actual customers of the targeted sites (obviously this practice was harder to implement in the case of expensive items, such as automobiles).  

c) Each group had to evaluate an average of 30 comparable web-sites in the same industrial sector in order to sharpen the accuracy of the judgement.

d) 172 out of the 406 ventures in the sample were evaluated twice by independent groups of 5-6 candidates. In total 3527 observations (172 firms x 21 variables) were made twice and the overall interater reliability correlation was 0.412 (p<0.001). 1197 of the double observations (34%) had equal values and 1353 (38.4%) had a difference of 1. For the purposes of the statistical analysis, the values of the observations for the 172 above ventures were averaged. 

ANALYSIS AND RESULTS

The authors aimed to test the association between venture performance and its 21 potential drivers using Pearson-Correlation Analysis in order to capture the bivariate relationships and then Multivariate Regression Analysis in order to capture the combined effect of the independent variables on performance. We have made the common assumption that the Likert-type scales can be approximately considered as nominal and carried out parametric tests (Hair et al., 1995). The analysis was carried out using the SPSS software package (version 11). 

Bivariate Analysis

Table 5 presents the descriptive statistics and the Pearson correlation coefficients across all of the 22 variables. Table 6 shows the correlation coefficients between performance and the 21 independent variables by industrial sector. 

Table 5 about here

Table 6 about here

The results showed relatively low, but statistically significant correlations between performance and 10 out of the 21 independent variables for the total sample, providing support the following 10 preliminary hypotheses: PH1 (quality of product information), PH2 (customisation of product), PH3 (product variety), PH4 (on-line advertising), PH5 (off-line advertising), PH6 (alliances with other sites), PH8 (brand reputation), PH9 (targeted emails to customer-base), PH14 (efficiency of physical distribution) & PH19 (collection of data about customers). The highest correlations (significant at the 0.01 level) appeared for the promotion-related variables [on-line advertising (0.16), alliances with other sites (0.16) and brand reputation (0.15)]. 

Looking at the results by industry (table 6) we observed that all of the independent variables with the exception of price customisation were significantly correlated with performance in at least one industrial sector. 

Interestingly, there were also some unexpected negative sings in the correlation coefficients of ‘price information’ in the food and drug retailing sector and ‘navigability’ in the beverages sector. At the same time, price information was positively correlated to performance in the software and computing sector and navigability was positively correlated to performance in the insurance and in the telecommunication sectors. These contrasting results (simultaneous positive and negative correlations in different sectors) were rather surprising and could be attributed to sampling error, as the samples for individual industrial sectors were relatively small. However, they opened up a line of possible enquiry, suggesting that the same predictor variables might have different effect in different industries. For example, food and drug customers might be price insensitive and extensive price information could be a nuisance to them, whereas software buyers might appreciate extensive price information and return to the site.

Another surprising finding was the significant negative correlation coefficient of ‘Price lower than in the physical world’ for both automotive and household appliances sectors, suggesting that low price could actually affect inversely venture performance. This could be explained in the (very common) case of internet-trading ventures reducing their prices to unreasonably low levels in order to increase fast their market share and later going bankrupt when their investors were ‘pulling the plug’ on the funding. 

Based on the criterion of a significant positive correlation between a predictor variable and performance in at least one industrial sector, the correlation analysis by industry suggested that following hypothesis were weakly and partially supported: PH7 (virtual communities of consumption), PH10 (price information), PH12 (price negotiation), PH15 (security), PH16 (navigability), PH17 (technical and after-sales support), PH18 (accessibility), PH20 (quality of customer service), PH21 (data on customer satisfaction).

PH11 (price customisation) was rejected on the grounds of no significant correlation with performance either in the total sample or in any individual sector. PH13 (price lower than in the physical world) was also rejected due to the significant but negative correlations with performance in the Automobile and Household industries.  

Multivariate Regression Analysis

In order to assess the overall combined effect of the 21 internet-specific strategies on firm performance, the authors decided to run a regression. 

The results of the regression analysis can be seen on table 7. 

Table 7 about here

The regression model did not manage to achieve significance at the 0.05 level. The adjusted coefficient of determination shows that the whole set of the 21 ‘internet-specific strategies’ predicted only 2.8% of the variability in the dependent variable (venture performance). We have to acknowledge that there were significant correlations between the independent variables and therefore multicollinearity might have had a harmful effect in the regression equation (including the negative signs for a number of variables such as ‘technical and after sales support’). However, the tolerances of the independent variables (presented in table 7) were all much higher than the common threshold point of 0.1 (Norusis, 2000) and therefore (in theory) multicollinearity did not present a serious problem to our data.

Phase 3 - Data Reduction and Development of more generic (multi-item) Constructs 

Following the poor regression results and the significant correlations between the independent variables, the authors decided to conduct a factor analysis of the 21 independent variables having two aims:  

a) To explore whether the 21 independent variables could be collapsed into a smaller number of more generic constructs, using the 21 internet-specific strategies as items. Such constructs can open new avenues for further research.    

b)  To test whether a statistically significant regression model could be developed using the factors as independent variables.

We factor-analysed the data-set using principal component analysis as the extraction method. In order to decide on the number of factors to be extracted, the criterion of eigenvalues greater than one was used (Hair et al. 1995). To improve the interpretability of the components, the solution was rotated using the Varimax method with Kaiser normalization. The analysis produced 5 factors and the rotated component matrix is presented on table 8. The interpretation of the factors was based on factor loadings that were greater than 0.5 (presented in bold on table 8). Factor 1 was related with information about product and price, product variety, navigability and accessibility of the site and was labelled ‘Web-site quality’. Factor 2 was associated with promotion to virtual communities of consumption, price-customisation, price negotiation and collecting feedback from customers. We can argue that all the above strategies target the ‘specialist’ customers, the ‘connoisseurs’ who has the time and the interest to enrol in virtual communities, negotiate the price and offer feedback. Therefore, Factor 2 was labelled ‘addressing connoisseurs’. Factor 3 was related to efficiency of the physical distribution, security and after-sales support and was labelled ‘transaction efficiency’. Factor 4 was associated with promotional aspects (advertising on and off-line, creation of alliances and brand reputation) and was labelled ‘promotional intensity’. Factor 5 was geared towards one only item, ‘price lower than in the physical world’, and was therefore labelled accordingly.

Table 8 about here.

The following 5 main hypotheses (MH) emerged by the previous analysis. 

MH 1: The ‘quality of web-site’ is positively associated with internet-trading venture performance.

MH 2: ‘Addressing connoisseurs’ is positively associated with internet-trading venture performance.

MH 3: ‘Transaction efficiency’ is positively associated with internet-trading venture performance.

MH 4: ‘Promotional intensity’ is positively associated with internet-trading venture performance.

MH 5: ‘Price lower than in the physical word’ is positively associated with internet-trading venture performance.

To test the above main hypotheses, the 5 factors were regressed against performance (the dependent variable) and the results are presented on table 9. The model had still a low adjusted R2 (0.027) but this time it was significant at the 0.05 level. Interestingly, only one out the 5 factors (promotional intensity) was significantly associated with performance (p<0.005) and therefore only main hypothesis 4 (MH4) was supported. The other four main hypotheses (MH1, MH2, MH3, MH5) were not supported by our results.  

Table 9 about here. 

To summarise, the statistical analysis lead to the following findings:

1. All but two of the 21 ‘initial’ variables (the exceptions are ‘price customisation’ and ‘price lower than the physical world’) were positively correlated with performance at the 0.05 level of statistical significance, either in the whole sample and/or in at least one sectoral sub-sample. 

2. However, the correlations were relatively low. Moreover, there were no variables significantly correlated with performance in more than 3 industrial sectors.

3. Based on the correlation analysis, promotion-related variables (on-line an off-line advertising, alliances with other sites and brand reputation) had the highest impact on performance.

4. Collectively, the 21 internet-specific strategies had a negligible impact on performance, as the regression model did not prove statistically significant.   

5. A data reduction exercise produced 5 generic factors related with internet-specific strategies, the following: web-site quality, addressing the connoisseurs, transaction efficiency, promotional intensity and price lower than in the physical world. 

6. Regressing the factor-scores against performance, we developed a statistically significant regression model (but still with a low adjusted R2 of 0.027). The model illustrated (again) that ‘promotional intensity’ was the only one with significant association with performance. 

LIMITATIONS OF THE STUDY

This study represents just a first step in testing internet-specific strategies as drivers of performance. As such, it has a number of limitations: 

a) Although our independent variables were grounded in the existing practitioner literature and most importantly were produced collectively by experienced managers (as indicated by the pilot phase), more refined measures would help to capture them in a more reliable way. Sophisticated multi-item constructs (such as the 5 ones developed with the regression analysis) would probably lead researchers to narrower and more focused studies. 

b) Due to practical problems of access, we used only one respondent per firm, which precluded us from testing the interater reliability for the dependent variable. Moreover, the satisfaction with performance is still a subjective perceptual measure, despite its advantages of high disclosure rate and across industry applicability (which made it our preferred option). 

c) Despite our large multi-industry sample, which increased our confidence in the results, the population of UK web-trading firms was not defined and the sampling was not random in all cases. Therefore, we cannot formally guarantee that the sample was representative of the total population. 

The above limitations point to the readers that they should treat the results with caution. However, the authors are confident that the large sample of 406 companies, combined with the reliability clauses incorporated in the research design (multiple evaluators – senior manager answering the questionnaire) signal that our controversial findings are actual realistic.   

DISCUSSION

There is a new but fast-growing stream of literature that examines the behaviour and strategy of firms on the internet, but till the time of our data-collection it was mainly based on successful case studies of leading dot.coms. The main aim of this paper was to contribute to this literature by testing empirically the relationship between 21 ‘internet-specific strategies’ (drawn mainly from practitioner literature and managerial intuition) and the (self-perceived) performance of internet-trading ventures, using a large sample. 

In short, the results showed that the majority of ‘internet-specific strategies’ (with the exceptions of ‘price customisation’ and ‘price lower than in the physical world’) were positively correlated with venture performance in one industry or another, but their correlations were weak and their combined impact on performance was minimal. Only promotion-related strategies seemed to have a higher and more consistent association in more than one tests. Therefore, the one clear message of this study, which is equally relevant to both theory and practice, is that the newly emerged ‘internet-specific’ performance drivers (with the possible exception of promotion-related ones) did not prove as important as the practitioner literature and the popular press has believed. 

Interestingly, our study provided empirical support to Porter’s (2001) conceptual claim that the internet does not change the rules of the game in business. Porter argued that instead of internet-specific strategies, “the more robust competitive advantage will arise from traditional strengths such as unique products, proprietary content, distinctive physical activities, superior product knowledge, and strong personal service and relationships. Internet technology may be able to fortify those advantages, by tying a company’s activities together in a more distinctive system, but it is unlikely to supplant them” (p. 78). 

Looking at our existing academic theory-base, if the ‘internet-specific strategies’ do not have a major impact on performance, what possibly does? The large and active New Venture Performance (NVP) literature has identified a number of different dimensions that drive performance (as mentioned before our targeted Internet ventures, being less than 8 years old, could be classified as new). The latest ‘integrative’ model by Chrisman et al (1999) has amalgamated a large number of earlier studies and proposed that NVP is a function of: 

a) The characteristics, decisions and behaviour of the entrepreneur (E). During the 1990s, the literature has moved away from the traits and personality of entrepreneurs (which proved to be rather weak predictors of NVP) to their behaviour and process (Low and Macmillan, 1988). Recently, researchers have also studied the importance of the structure and the behaviour of entrepreneurial teams (ET) as many technology and high-growth ventures are built around teams (see for example Birley & Stockley, 2000).

b) The strategies employed (S) (e.g. focused strategies, differentiated strategies, undifferentiated strategies; see Sandberg & Hofer, 1987).  

c) The characteristics of the industry entered (IS) (e.g. in terms of its structure, its stage of evolution, its barriers to entry etc). Proponents of the population ecology theory argued that factors outside the direct control of the entrepreneur, such as industry profitability, may affect the number of existing firms that are able to survive (Venkataraman & Van de Ven, 1998). Interestingly the interactive effects (e.g. the fit between strategy and industry structure) was found to explain variability in NVP better than any of the domains in isolation (Sandberg & Hofer, 1987).

d) The resources it acquires and owns (R). The resource-based stream of research has examined the role of resources in explaining variance in NVP. Hofer & Schendel (1978) have argued that NVP is a function of various firm specific resources, which includes human resources, financial resources, organisational resources, physical resources, technological resources and social resources.

e) Organisational factors such as organisational structure, processes and systems (OF) it puts in place. 

 The integrative model by Chrisman et al (1999) is expressed in notation as: 

NVP = f ( E, R, S, IS, OF) 

A good direction for further empirical research would be to test the additional effect of the ‘internet specific strategies’ on existing and known drivers of venture performance (such as the ones mentioned above) using the known constructs as control variables. The common problem with this methodology is that venture performance is so complex that the actual number of variables to be measured makes the practical execution of such a project very difficult (note that the latest integrative model by Chrisman et al (1999) has not been tested yet due to the inherent difficulty of the task).  

A further contribution of this study is the development of five multi-item generic constructs, which can be tested and used in further research on internet-trading ventures. 

Finally, our message to practitioners would be not to overvalue the newly emerging ‘internet-specific’ strategies that are promoted by enthusiastic thinkers in the business press and in (good quality) practitioner journals. They are definitely useful and not to be ignored, but they are probably not the ones with the highest impact on venture performance. Internet business after all is still business!  
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Table 1: Measures of performance

	Measures of performance
	% of class that mentioned the measure (out of 195)
	Related references

	1. Financial
	
	

	Return on investment
	45.6
	Sapienza (1992) 

Sapienza et al. (1996) Higashide and Birley (2002)

	Sales growth
	49.7
	Sapienza (1992)

Chandler & Hanks (1993)

Higashide and Birley (2002)

	Gross profit margin
	26.1
	Sapienza (1992)

	Cash flow level
	36.9
	Sapienza (1992)

Chandler & Hanks (1993)

Higashide and Birley (2002)

	Market share
	30.7
	Sapienza (1992)

Higashide and Birley (2002)

	
	
	

	2. Operational
	
	

	Attraction
	64.1
	Agrawal et al. (2001)

	Conversion
	71.7
	Agrawal et al. (2001)

	Retention
	56.9
	Agrawal et al. (2001)

	Personnel development
	22.1
	Higashide and Birley (2002)

	New product/service introduction
	10.7
	Higashide and Birley (2002)

	Operating efficiency
	25.1
	Higashide and Birley (2002)


Table 2: Potential drivers of performance 

	Potential drivers of performance
	% of class that mentioned the variable
	Related literature

	1. Product
	
	

	Quality of product-related information
	58.9
	Zott et al. (2000)

Amit & Zott (2000

	Customisation of the product offering to the needs of individual customers
	54.8
	Walsh & Godfrey (2000)

Zott et al. (2000)

Dewan et al (2000)

	Product variety offered
	23.6
	Peet (2000), 

Zott et al. (2000)

	
	
	

	2. Promotion
	
	

	On-line advertising (banners)
	23.6
	Dutta & Segev (1999)

	Off-line advertising
	10.2
	Hoffman & Novak (2000)

	Creation of alliances with other sites
	14.3
	Peet (2000)

Amit & Zott (2001)

	Promotion to virtual communities of consumption
	17.4
	Butler & Peppard (1998)

Kozinets (1999)

Rothaermel & Sugiyama (2001)

	Reputation of the web-trading brand
	8.2
	Standfird (2001)

	Targeted emails to customer-base with customised offers
	15.3
	Peet (2000)

	
	
	

	3. Price
	
	

	Quality of price information
	53.8
	Zott et al. (2000)

Amit & Zott (2000)

	Dynamic customisation of prices
	5.6
	Dutta & Segev (1999)

Dewan et al. (2000)

	On-line price negotiation
	6.2
	Peet (2000)

Dutta & Segev (1999)

	Prices cheaper than physical world
	24.6
	Peet (2000)

	
	
	

	4. Place
	
	

	Efficiency of physical distribution
	51.7
	Peet (2000)

	Security
	69.2
	Peet (2000)

	Navigability of the site
	96.4
	Dutta & Segev (1999)

Zott et al. (2000)

	Technical and after sale support
	25.1
	

	Accessibility of the site via search engines
	29.7
	

	
	
	

	5. Customer Relations
	
	

	Collection of data about customers (questionnaires – cookies etc)
	22
	Ghosh (1998)

Dutta & Segev (1999)

	Provision of customer services (online or on the phone)
	58.9
	Dutta & Segev (1999)

	Solicitation of on-line feedback from the customers
	4.6
	Dutta & Segev (1999)


Table 3: The 21 preliminary hypothesis 

	Product

	PH1: The higher is the quality of product-related information on the web-site, the better is the internet-trading venture’s performance.

	PH2: The more customised is the product offering on the web-site to the needs of individual customers, the better is the internet-trading venture’s performance.

	PH3: The higher is the product variety offered on the web-site, the better is the internet-trading venture’s performance.

	 Promotion

	PH4: The higher is the extent of on-line advertising, the better is the internet-trading venture’s performance.

	PH5: The higher is the extent of off-line advertising, the better is the internet-trading venture’s performance. 

	PH6: The higher is the extent of alliance-creation with other sites, the better is the internet-trading venture’s performance.

	PH7: The higher is the extent of promotion to virtual communities of consumption, the better is the internet-trading venture’s performance.

	PH8: The stronger is the reputation of the web-trading brand, the higher is the internet-trading venture’s performance.

	PH9: The more targeted emails the internet-trading venture sends to its customer-base with customised offers, the better is its performance.

	Price

	PH10: The higher is the quality of price information on the web-site, the better is the internet-trading venture’s performance.

	PH11: The higher is the extent of dynamic customisation of prices on the web-site, the better is the internet-trading venture’s performance.

	PH12: The higher is the extent of on-line price negotiation, the better is the internet-trading venture’s performance.

	PH13: The lower are the prices of products on the web-site compared to the prices of identical products in the physical world, the better is the internet-trading venture’s performance.

	Place

	PH14: The higher is the efficiency of the physical distribution, the better is the internet-trading venture’s performance.

	PH15: The better is the security infrastructure for the protection of the customer’s credit-card details, the better is the internet-venture’s performance.

	PH16: The better is the navigability of the web-site, the better is the internet-trading venture’s performance.

	PH17: The higher is the level of technical (how to buy) and after-sales (how to use) support, the better is the internet-trading venture’s performance.

	PH18: The more accessible is the web-site using search-engines, the better is the internet-trading venture’s performance.

	Customer Relations

	PH19: The higher is the extent of collection of information about customers (via cookies and questionnaires), the better is the internet-trading venture’s performance.

	PH20: The higher is the quality of customer services provided (on-line and on the phone), the better is the internet-trading venture’s performance.

	PH21: The higher is the extent of collection of customer information with the product and with the web-site, the better is the internet-trading venture’s performance.


Table 4: Sample and response rate

	Sector
	Estimate of population
	Contacted
	Responded 
	Response rate (%)

	General Retailers
	5000
	257
	95
	36.18

	Leisure, Entertainment & Hotels
	3000
	353
	57
	16.14

	Transport
	Unknown
	100
	9
	9.00

	Household Goods & Textiles
	181
	181
	9
	4.97

	Electronic & Electrical Equipment
	2729
	100
	27
	27.00

	Health
	500
	310
	36
	11.61

	Media & Photography
	2800
	186
	17
	9.14

	Software & Computer Services
	Unknown
	301
	17
	5.64

	Banks
	104
	104
	16
	15.38

	Insurance
	300
	129
	13
	10.08

	Food & Drug Retailers
	Unknown
	113
	17
	15.04

	Automobiles & Parts
	50
	50
	22
	44

	Beverages
	700
	94
	20
	21.27

	Pharmaceuticals and Biotech
	Unknown
	11
	11
	100.00

	Personal Care and Household goods
	199
	199
	17
	8.54

	Telecommunication Services
	21
	21
	14
	66.66

	Information Technology Hardware
	Unknown
	215
	9
	4.18

	TOTAL
	
	2682
	406
	15.14


Table 5: Descriptive statistics and cross-correlation table

	
	Mean
	Stan.. Deviat.
	oval ave
	Prod Info
	Customis
	Variety
	Adv On/L
	Adv Off/L
	Alliances
	Virt Comm
	Brand
	E-mails
	Price Info
	Price Custo
	Negotia
	Low Price
	Distrib
	Securit
	Navig
	Support
	Accessi
	Dat on Cust
	Cust Serv
	Dat on Satis

	oval ave
	3.36
	0.73
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Prod Info
	3.58
	0.91
	0.09*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Customis
	2.39
	1.05
	0.10*
	0.33**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Variety
	3.41
	0.93
	0.09*
	0.53**
	0.28**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adv On/L
	2.16
	0.92
	0.16**
	0.29**
	0.26**
	0.26**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adv Off/L
	2.04
	1.04
	0.11*
	0.38**
	0.25**
	0.31**
	0.47**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Alliances
	2.14
	1.07
	0.16**
	0.15**
	0.17**
	0.17**
	0.38**
	0.19**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Virt Comm
	1.92
	1.00
	0.04
	0.18**
	0.32**
	0.11*
	0.39**
	0.19**
	0.28**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Brand
	2.31
	1.03
	0.15**
	0.43**
	0.37**
	0.39**
	0.50**
	0.65**
	0.25**
	0.37**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	E-mails
	2.24
	1.01
	0.11*
	0.34**
	0.30**
	0.37**
	0.30**
	0.35**
	0.19**
	0.34**
	0.52**
	1.00
	
	
	
	
	
	
	
	
	
	
	
	

	Price Info
	3.45
	0.94
	0.07
	0.48**
	0.25**
	0.37**
	0.29**
	0.25**
	0.18**
	0.17**
	0.37**
	0.24**
	1.00
	
	
	
	
	
	
	
	
	
	
	

	Price Custom
	2.09
	1.01
	0.02
	0.20**
	0.34**
	0.14**
	0.17**
	0.10*
	0.21**
	0.34**
	0.27**
	0.31**
	0.34**
	1.00
	
	
	
	
	
	
	
	
	
	

	Negotia
	1.27
	0.55
	0.08
	0.11*
	0.17**
	0.08
	0.20**
	-0.03
	0.15**
	0.26**
	0.20**
	0.21**
	0.14**
	0.35**
	1.00
	
	
	
	
	
	
	
	
	

	Low Price
	2.78
	0.93
	0.07
	0.10*
	0.05
	0.18**
	0.17**
	0.11*
	0.09*
	-0.02
	0.09*
	0.07
	0.30**
	0.10*
	0.12*
	1.00
	
	
	
	
	
	
	
	

	Distrib
	3.09
	0.84
	0.09*
	0.24**
	0.02
	0.23**
	0.21**
	0.22**
	-0.02
	0.12*
	0.26**
	0.32**
	0.26**
	0.08
	0.12*
	0.19**
	1.00
	
	
	
	
	
	
	

	Security
	3.26
	1.06
	0.05
	0.29**
	0.18**
	0.28**
	0.16**
	0.15**
	0.05
	0.10*
	0.28**
	0.28**
	0.34**
	0.09*
	0.09*
	0.20**
	0.34**
	1.00
	
	
	
	
	
	

	Navig
	3.50
	0.85
	0.01
	0.51**
	0.19**
	0.38**
	0.21**
	0.29**
	0.03
	0.15**
	0.40**
	0.29**
	0.48**
	0.14**
	0.09*
	0.15**
	0.30**
	0.42**
	1.00
	
	
	
	
	

	Support
	2.99
	0.88
	-0.02
	0.37**
	0.25**
	0.27**
	0.25**
	0.21**
	0.14**
	0.28**
	0.34**
	0.34**
	0.27**
	0.15**
	0.17**
	0.09*
	0.33**
	0.37**
	0.33**
	1.00
	
	
	
	

	Accessi
	3.08
	1.11
	0.01
	0.41**
	0.29**
	0.29**
	0.26**
	0.42**
	0.16**
	0.14**
	0.44**
	0.30**
	0.33**
	0.23**
	0.09*
	0.17**
	0.16**
	0.21**
	0.43**
	0.27**
	1.00
	
	
	

	Dat on Cust
	2.60
	0.95
	0.09*
	0.37**
	0.42**
	0.40**
	0.38**
	0.31**
	0.26**
	0.32**
	0.44**
	0.49**
	0.31**
	0.31**
	0.18**
	0.13**
	0.23**
	0.33**
	0.33**
	0.35**
	0.37**
	1.00
	
	

	Cust Serv
	2.83
	0.90
	0.07
	0.40**
	0.32**
	0.32**
	0.24**
	0.34**
	0.15**
	0.23**
	0.43**
	0.34**
	0.40**
	0.24**
	0.16**
	0.24**
	0.29**
	0.38**
	0.37**
	0.49**
	0.33**
	0.44**
	1.00
	

	Dat on Satis
	2.16
	0.95
	0.08
	0.32**
	0.35**
	0.30**
	0.29**
	0.16**
	0.23**
	0.36**
	0.35**
	0.38**
	0.31**
	0.31**
	0.29**
	0.07
	0.15**
	0.29**
	0.26**
	0.35**
	0.25**
	0.52**
	0.46**
	1.00


*    p<0.05   

**  p<0.01

Table 6: Correlation results for total sample and for different industries 

	
	ALL
	Auto
	Bank
	Beverages
	Elect & Elect Equip
	Food & Drug Retail
	General Retail
	Health
	House hold
	Insura nce
	IT Hardware
	Leisure & Enter
	media& phot
	personal care
	Pharma & Bio 
	Software & Comp
	Telecom
	Trans port

	N
	406
	22
	16
	20
	27
	17
	95
	36
	9
	13
	9
	57
	17
	17
	11
	17
	14
	9

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Prod Info
	0.09*
	-0.64
	0.02
	0.15
	0.12
	0.22
	-0.12
	-0.05
	-0.57
	0.37
	0.14
	0.24*
	0.26
	0.00
	0.42
	0.29
	0.45
	0.51

	Customis
	0.10*
	0.06
	-0.20
	-0.06
	0.55**
	0.17
	0.11
	-0.08
	-0.23
	0.55*
	0.46
	0.03
	0.24
	-0.09
	0.09
	-0.16
	0.00
	-0.05

	Variety
	0.09*
	-0.10
	-0.31
	-0.06
	-0.03
	-0.01
	0.05
	-0.06
	-0.45
	0.28
	0.62*
	0.19
	-0.06
	-0.18
	-0.14
	-0.12
	0.62**
	0.20

	Adv On/L
	0.16**
	0.14
	-0.43
	0.24
	0.05
	-0.09
	0.13
	0.09
	-0.01
	0.12
	0.38
	0.29*
	.
	0.53*
	0.12
	0.11
	0.25
	0.50

	Adv Off/L
	0.11*
	0.17
	-0.30
	0.26
	-0.18
	0.00
	0.04
	-0.12
	-0.51
	0.32
	0.26
	0.07
	.
	.
	-0.24
	0.20
	0.34
	0.33

	Alliances
	0.16**
	0.27
	0.12
	0.08
	-0.07
	-0.10
	0.12
	0.08
	0.06
	0.14
	0.41
	0.19
	0.23
	-0.12
	0.33
	0.51*
	-0.13
	0.39

	Virt Comm
	0.04
	-0.06
	0.11
	0.13
	-0.26
	0.04
	0.14
	0.04
	-0.52
	0.21
	0.40
	0.22*
	0.26
	-0.23
	-0.36
	0.18
	0.02
	-0.01

	Brand
	0.15**
	0.01
	0.05
	-0.03
	-0.11
	0.02
	0.17
	0.08
	0.21
	0.52*
	0.75*
	0.23*
	0.19
	-0.27
	-0.04
	0.28
	0.17
	0.32

	E-mails
	0.11*
	0.42*
	-0.30
	0.57**
	-0.22
	-0.16
	0.13
	-0.02
	-0.02
	0.22
	0.35
	0.14
	.
	-0.22
	0.41
	-0.14
	0.83**
	-0.31

	Price Info
	0.07
	0.10
	0.08
	-0.37
	0.16
	-0.50*
	0.02
	-0.11
	-0.32
	0.41
	0.33
	0.15
	0.36
	-0.06
	0.48
	0.45*
	0.09
	-0.05

	Price Custom
	0.02
	0.13
	-0.18
	0.15
	0.13
	0.00
	0.06
	-0.18
	-0.02
	0.12
	0.35
	0.22
	.
	-0.26
	0.41
	0.04
	0.24
	-0.50

	Negotia
	0.08
	0.12
	0.43*
	0.33
	.
	-0.03
	0.20*
	-0.20
	0.28
	.
	0.20
	.
	.
	-0.33
	0.55*
	0.11
	-0.13
	0.14

	Low Price
	0.07
	- 0.37*
	-0.01
	-0.17
	0.07
	-0.16
	0.09
	-0.03
	-0.76**
	-0.04
	-0.12
	0.17
	0.36
	0.20
	-0.13
	0.02
	0.27
	0.19

	Distrib
	0.09*
	0.10
	0.01
	0.31
	0.10
	-0.33
	0.12
	-0.03
	0.35
	0.24
	0.03
	0.03
	-0.40
	0.32
	0.18
	0.25
	0.60*
	0.34

	Security
	0.05
	0.29
	-0.22
	-0.11
	0.14
	-0.38
	0.03
	0.05
	-0.25
	-0.10
	0.53
	0.14
	0.29
	0.34
	0.18
	0.24
	0.57*
	0.05

	Navig
	0.01
	0.24
	-0.17
	 -0.38*
	-0.15
	-0.11
	-0.16
	0.18
	-0.50
	0.57*
	0.19
	0.17
	0.33
	0.11
	0.32
	0.06
	0.56*
	-0.05

	Support
	-0.02
	-0.05
	-0.05
	-0.14
	-0.02
	-0.06
	-0.08
	0.02
	-0.09
	0.19
	0.47
	0.23*
	0.01
	-0.03
	-0.16
	0.03
	0.66**
	-0.70

	Accessi
	0.01
	0.11
	-0.33
	-0.34
	-0.12
	0.08
	0.01
	0.07
	-0.15
	-0.23
	0.13
	0.03
	0.12
	0.13
	-0.30
	.
	0.96**
	0.14

	Dat on Cust
	0.09*
	-0.22
	-0.22
	-0.14
	-0.28
	0.09
	0.07
	-0.07
	-0.16
	-0.26
	0.73*
	0.19
	0.13
	0.08
	-0.19
	-0.09
	0.42
	-0.53

	Cust Serv
	0.07
	0.00
	-0.31
	-0.35
	0.15
	0.24
	0.07
	0.16
	-0.25
	0.09
	0.33
	0.14
	-0.08
	0.16
	0.26
	0.27
	0.56*
	-0.39

	Dat on Satis
	0.08
	0.13
	-0.40
	-0.17
	-0.16
	-0.07
	0.09
	0.21
	-0.07
	0.15
	0.61*
	0.19
	0.29
	-0.04
	0.43
	0.02
	0.45
	-0.49


Table 7: Regression results

	 
	Beta
	t
	Sig.
	Tolerance

	 
	
	 
	 
	

	(Constant)
	 
	12.35
	0.00
	 

	PRODINFO
	0.02
	0.31
	0.75
	0.52

	CUSTOMIS
	0.08
	1.20
	0.23
	0.67

	VARIETY
	0.03
	0.37
	0.71
	0.58

	ADVONL
	0.12
	1.79
	0.07
	0.56

	ADVOFFL
	-0.02
	-0.32
	0.75
	0.48

	ALLIANCE
	0.09
	1.56
	0.12
	0.77

	VIRTCOMM
	-0.07
	-1.15
	0.25
	0.66

	BRAND
	0.07
	0.88
	0.38
	0.38

	EMAILS
	0.08
	1.17
	0.24
	0.56

	PRICEINF
	-0.05
	-0.66
	0.51
	0.56

	PRICECUS
	-0.05
	-0.75
	0.46
	0.68

	NEGOTIAT
	0.02
	0.39
	0.69
	0.79

	LOWPRICE
	0.03
	0.52
	0.61
	0.80

	DISTRIBU
	0.12
	1.99
	0.05
	0.73

	SECURITY
	0.00
	0.02
	0.98
	0.65

	NAVIGATI
	-0.06
	-0.78
	0.43
	0.55

	SUPPORT
	-0.15
	-2.24
	0.03
	0.63

	ACCESSI
	-0.06
	-0.95
	0.34
	0.64

	DATONCUS
	-0.02
	-0.28
	0.78
	0.52

	CUSTSERV
	0.06
	0.87
	0.39
	0.52

	DATONSAT
	0.01
	0.07
	0.95
	0.57

	
	 
	
	
	 

	R square
	0.09
	
	
	 

	Adj. R square
	0.03
	
	
	 

	F
	1.50
	
	
	 

	significance
	0.08
	 
	 
	 


Table 8: Factor analysis. Rotated Component Matrix

	
Variables
 
	Factors
	 
	 
	 
	 

	

 
	1
	2
	3
	4
	5

	
	Web-site quality 
	Addressing connoisseurs
	Transaction efficiency 
	Promotional strategy
	Price lower than physical world

	PRODINFO
	0.73
	0.11
	0.21
	0.14
	0.01

	CUSTOMIS
	0.47
	0.49
	-0.05
	0.14
	-0.21

	VARIETY
	0.62
	0.08
	0.20
	0.16
	0.06

	ADVONL
	0.13
	0.18
	0.15
	0.76
	0.15

	ADVOFFL
	0.45
	-0.17
	0.11
	0.70
	-0.05

	ALLIANCE
	0.02
	0.35
	-0.13
	0.54
	0.19

	VIRTCOMM
	-0.03
	0.55
	0.19
	0.44
	-0.18

	BRAND
	0.46
	0.15
	0.26
	0.62
	-0.09

	EMAILS
	0.27
	0.31
	0.42
	0.36
	-0.19

	PRICEINF
	0.58
	0.24
	0.18
	0.06
	0.43

	PRICECUS
	0.22
	0.71
	-0.07
	0.06
	0.14

	NEGOTIAT
	-0.11
	0.65
	0.16
	0.06
	0.22

	LOWPRICE
	0.14
	0.05
	0.13
	0.09
	0.82

	DISTRIBU
	0.04
	-0.08
	0.74
	0.17
	0.21

	SECURITY
	0.31
	0.08
	0.63
	-0.07
	0.14

	NAVIGATI
	0.65
	0.03
	0.37
	0.01
	0.10

	SUPPORT
	0.24
	0.23
	0.63
	0.12
	-0.10

	ACCESSI
	0.63
	0.07
	0.04
	0.27
	0.06

	DATONCUS
	0.42
	0.42
	0.31
	0.28
	-0.11

	CUSTSERV
	0.42
	0.28
	0.49
	0.12
	0.08

	DATONSAT
	0.28
	0.59
	0.33
	0.10
	-0.12

	
	
	
	
	
	 

	Initial Eigenvalues
	6.58
	1.77
	1.39
	1.14
	1.10

	Cum. Variance
	31.32
	39.77
	46.40
	51.83
	57.08


Extraction Method: Principal Component Analysis.   

Rotation Method: Varimax with Kaiser Normalization.

a  Rotation converged in 8 iterations.

Table 9: Regression model of the 5 factor scores against performance

	
	Beta
	t
	Sig.
	Tolerance

	 
	
	 
	 
	

	(Constant)
	 
	88.36
	0.00
	 

	Web-site quality
	0.01
	0.19
	0.85
	1.00

	Addressing connoisseurs
	0.04
	0.78
	0.44
	1.00

	Transaction efficiency
	0.05
	0.97
	0.33
	1.00

	Promotional intensity
	0.18
	3.55
	0.00
	1.00

	Price lower than physical world
	0.05
	1.04
	0.30
	1.00

	R squared
	0.04
	
	
	 

	Adj. R squared
	0.03
	
	
	 

	F
	3.01
	
	
	 

	significance
	0.01
	 
	 
	 


Appendix: Questionnaire for site evaluation

Product

1.Quality of product related information
Measure: As a group rank the quality of product-related information on the web-site, using the following Likert-type scale: 

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Very good

2.Customisation/ personalisation of the product
Measure: To what extent does the venture customise its products on the web?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

3.Product variety offered
Measure: How would you judge the variety of products on offer?

1.Very little variety  2.Little variety   3.Moderate variety   4.Large variety   5.Very large variety 

Promotion
4. On-line advertising (banners)
Measure: To what extent does the venture advertise on-line?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

5. Off-line advertising
Measure: To what extent does the venture advertise off-line?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

6. Creation of alliances with other sites

Measure: To what extent does the venture create alliances with other sites?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

7. Promotion to virtual communities of consumption
Measure: To what extent does the venture promote to virtual communities of consumption?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

8. Strength of the web-trading brand
Measure: How strong is the web-trading brand (new brand or mother brand)? 

1. Very weak   2.Weak   3.Moderate strength  4.Strong   5.Very strong

9. Targeted emails to customer-base with customised offers
Measure: To what extent does the venture send targeted emails to the customer-base with customised offers?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive
Price

10. Quality of price information

Measure: Rank the quality of product-related information on the web-site, using the following Likert-type scale: 

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Very good

11. Dynamic customisation of prices

Measure: To what extent does the venture customise the prices of the same or similar products for different segments of the market?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive
12. On-line price negotiation

Measure: To what extent does the venture offer on-line price negotiation?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

13. Prices cheaper than physical world

Measure: How do the prices of the web-site compare to the prices of the same (or similar) products in the physical world?

1. Much more expensive on the web-site  2.More expensive on the web-site  3.Similar prices  4.Cheaper on the web-site  5.Much cheaper on the web-site

Place

14. Efficiency of physical distribution

Measure: How efficient is the physical distribution of the products? 

1.Very inefficient   2. Inefficient   3.Moderatelly efficient  4.Efficient  5.Very efficient

15. Security protection

Measure: How would you rank the venture’s infrastructure for security protection?

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Excellent

16. Navigability of the site

Measure: How would you rank the navigability of the site?

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Excellent

17. Technical/after sale support

Measure: How would you rank the venture’s technical/after sales support?

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Excellent

18. Accessibility of the site via search engines

Measure: How would you rank the accessibility of the site via search engines?

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Excellent

Relationship Marketing
19. Collection of data about customers (questionnaires – cookies etc)

Measure: To what extent does the venture collect data about its customers?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

20. Quality of provision of customer services (online or on the phone)

Measure: How would you rank the provision of customer services (online or on the phone)?

1. Very poor   2.Poor   3.Satisfactory   4.Good   5.Excellent
21. Collection of data about customer satisfaction with the product and the site

Measure: To what extent does the venture collect data about customer satisfaction with the products?

1. Not at all   2. Little   3.Modest    4.Large   5.Extensive

