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Interdependence  Relationship

Internationalization-Performance In

Manufacturing Firms Listed in Indonesia Stock Exchange and Chinese

Stock Exchanges

L. Huang
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D. Marciano
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ABSTRACT: The purpose of this paper is to investigate the interrelationship between performance and
internationalization of Indonesian and Chinese manufacturing firms. This paper uses a sample of 88 Indonesian
firms and 989 Chinese firms from Indonesia stock exchange, Shanghai stock exchange and Shenzhen stock
exchange for the period 2014 to 2018, and applies the methods of panel least squares regression to examine the
relationships. The results show that the firm's internationalization degree has inverted S-shaped relationship on
firm's performance in Indonesia firms and has U-shaped relationship in Chinese firms. The firm's oversea
expansion speed has N-shaped relationship on firm's performance both in Indonesia firms and Chinese firms.
In turn, the firm's performance has S-shaped on firm's internationalization degree in Indonesia firms and has
inverted U-shaped in Chinese firms. The firm's performance doesn't have a significant relationship on firm's
internationalization oversea expansion speed in Indonesia firms and Chinese firms.

1 INTRODUCTION

Regarding the relationship between
internationalization and the firm's performance, there
is still no consistent conclusion. According to the
existing research, there are mainly three types of
relationships  between internationalization and
performance, namely linear relationship (positive
linear, negative linear), quadratic relationship (U-
shaped, inverted U-shaped), and cubic relationship
(S-shaped). Some scholars even believe that there is
no relationship between the performance of the firm
and internationalization. In previous studies, the data
used came from different countries, different
industries, different periods, and even different
variables made the results varied.

So far, the research on the relationship between
internationalization and performance in the existing
literature is generally one-way, that is, only the
impact of internationalization on performance, and
the impact of performance on internationalization is
rarely conducted.

The population of China and Indonesia ranks first
and fourth respectively in the world population
rankings, with a vast consumer market and labor
market. According to the 2019 World Investment
Report, China and Indonesia ranked second and 18th

respectively in attracting foreign investment in 2018.
As the countries with a strong attraction for world
capital, the relationship between internationalization
and performance in these two countries is worth
studying.

Therefore, this paper will use the same variables to
study the two-way relationship between the
internationalization and performance of China and
Indonesia's manufacturing industry in 2014-2018.

The objectives of this study are to answer the
following question: (1) Does the degree of
internationalization have an impact on the
performance of Indonesia/Chinese firms? (2) Does
the speed of international expansion have an impact
on the performance of Indonesia/Chinese firms? (3)
Does the performance have an impact on the degree
of internationalization of Indonesia/Chinese firms?
(4) Does the performance have an impact on the speed
of international expansion of Indonesia/Chinese
firms?

2 LITERATURE REVIEW AND HYPOTHESES
2.1 Literature Review

In previous empirical studies, there were different
conclusions about the relationship between



