
CChhaapptteerr  IIVV：：EEmmppiirriiccaall  RReessuullttss  

44..11  DDeessccrriippttiivvee  SSttaattiissttiiccss  

TTaabblleess  44..11  AA and 44..11  CC present descriptive statistics of the sample (N＝920), 

and a Pearson correlation matrix for all relevant variables for the corporate and 

subsidiary samples separately. Furthermore, TTaabblleess  44..11  BB and 44..11  DD present 

descriptive statistics of the sample (N＝1032) and a Pearson correlation matrix for 

all relevant variables in 2001 data6. The only noticeable high correlations for 

independent variables are those between the corporate internationalization and its 

multiplication product with international product diversification, and between the 

subsidiary internationalization and its multiplication with subsidiary product 

diversification. To test for multicollinearity, this study obtained the variance 

inflation factors (VIF) for each model tested. The highest VIF was 4.4310 and 

suggested that multicollinearity is not a problem (Ito and Pucik, 1993). 

From the descriptive statistics of TTaabblleess  44..11  AA and 44..11  BB, and TTaabblleess  44..11  CC  and 

44..11  DD

                                                

, the major shape of these two secondary database remains the same. But there 

are still some differences as time passed by. At the corporate level, the sizes of 

parent companies became larger in 2001 data. The fixed assets invested in China by 

headquarters decreased in 2001 data. Moreover, the average corporate performance 

shrank in 2001. At the subsidiary level, the sizes and the extent of IP-based 

resources were diminished in 2001 data, while headquarters raised the capital 

investment in China. The average subsidiary performance also glided slightly. 
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6 Some items in the questionnaire of the secondary data in 2001 had been changed, so that it was 

impossible for this study to conduct some analyses at subsidiary level. 



【【TTaabbllee  44..11  AA】】：：DDeessccrriippttiivvee  SSttaattiissttiiccss  aanndd  CCoorrrreellaattiioonnss  ffoorr  tthhee  CCoorrppoorraattee  SSaammppllee  

Variables                  Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

1. Industry A 0.2543 0.4357                 

2. Industry B 0.2913 0.4546 -0.37＊＊＊                

              

             

            

           

          

         

        

       

      

     

    

   

3. Industry C 0.2250 0.4178 -0.31＊＊＊ -0.35＊＊＊

4. Ownership Structure 0.3870 0.4873 +0.07＊＊ -0.07＊＊
+0.02 

5. Corporate Resources 0.1630 0.3696 +0.03 -0.01 -0.01 +0.03 

6. Corporate Internationalization A◆ 3.8783 3.0623 -0.18＊＊＊
+0.08＊＊

+0.05 -0.13＊＊＊ -0.22＊＊＊

7. Corporate Internationalization B◆◆ 4.0359 2.9889 -0.10＊＊＊
+0.05 +0.02 -0.15＊＊＊ -0.06＊ +0.51＊＊＊

8. Corporate Int’l Product Div. A★ 0.2609 0.4393 +0.09＊＊＊
+0.05 -0.09＊＊＊ -0.02 +0.04 -0.05 +0.03 

9. Corporate Int’l Product Div. B★★ 0.6935 0.4613 +0.05 +0.02 +0.00 +0.10＊＊＊
+0.08＊＊ -0.08＊＊ -0.05 -0.01 

10. Corporate Int’l Product Div. C★★★ 0.0924 0.2897 +0.02 -0.02 +0.01 +0.10＊＊＊ -0.03 -0.02 -0.04 -0.11＊＊＊ -0.18＊＊＊

11. Moderating Effect A▲ 16.2543 33.2444 +0.13＊＊＊
+0.01 -0.07＊＊ -0.01 +0.07＊＊ -0.14＊＊＊ -0.03 +0.82＊＊＊

+0.03 -0.11＊＊＊

12. Moderating Effect B▲▲ 2.5761 2.9531 -0.07＊＊ +0.07＊＊
+0.03 -0.03 -0.11＊＊＊

+0.59＊＊＊
+0.26＊＊＊ -0.03 +0.58＊＊＊-0.06＊ -0.05 

13. Moderating Effect C▲▲▲ 0.3370 1.4148 -0.02 +0.01 +0.00 +0.01 -0.06＊ +0.19＊＊＊
+0.08＊＊ -0.08＊＊ -0.07＊＊

+0.75＊＊＊-0.08＊＊
+0.09＊＊＊

14. Moderating Effect AA▼ 1.0870 2.3384 +0.02 +0.06＊ -0.09＊＊＊ -0.05 -0.01 +0.10＊＊＊
+0.32＊＊＊

+0.78＊＊＊ -0.02 -0.09＊＊＊
+0.58＊＊＊

+0.05 -0.05 

15. Moderating Effect BB▼▼ 2.7283 2.9791 +0.00 +0.04 -0.01 -0.08＊＊ +0.03 +0.23＊＊＊
+0.60＊＊＊

+0.01 +0.61＊＊＊-0.10＊＊＊
+0.02 +0.64＊＊＊

+0.02 +0.20＊＊＊   

16. Moderating Effect CC▼▼▼ 0.3380 1.3767 -0.03 +0.02 +0.00 +0.06＊ -0.06＊ +0.09＊＊＊
+0.16＊＊＊ -0.08＊＊ -0.10＊＊＊

+0.77＊＊＊-0.08＊＊
+0.03 +0.81＊＊＊-0.05 0.03  

17. Corporate Performance 2.1283 0.8708 +0.08＊＊ -0.03 +0.05 +0.04 +0.16＊＊＊ -0.24＊＊＊ -0.12＊＊＊ -0.03 +0.07＊＊
+0.03 +0.04 -0.12＊＊＊

+0.00 -0.04 0.00 0.01 

Footnote：1.Sample size n＝920 
2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3.◆：The ratio of foreign subsidiary sales to total sales, ◆◆：The ratio of foreign subsidiary assets to total assets. 
4.★：Corporate Int’l Product Diversification——Vertically Related, ★ ★：Corporate Int’l Product Diversification——Horizontally Related, ★ ★ ★：Corporate Int’l Product 

Diversification——Unrelated. 
5.▲：（Corporate Internationalization A）×（Corporate Int’l Product Diversification——Vertically Related）, ▲▲：（Corporate Internationalization A）×（Corporate Int’l Product 

Diversification——Horizontally Related）, ▲▲▲：（Corporate Internationalization A）×（Corporate Int’l Product Diversification——Unrelated）. 
6.▼：（Corporate Internationalization B）×（Corporate Int’l Product Diversification——Vertically Related）, ▼▼：（Corporate Internationalization B）×（Corporate Int’l Product 

Diversification——Horizontally Related）, ▼▼▼：（Corporate Internationalization B）×（Corporate Int’l Product Diversification——Unrelated）. 
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【【TTaabbllee  44..11  BB】】：：DDeessccrriippttiivvee  SSttaattiissttiiccss  aanndd  CCoorrrreellaattiioonnss  ffoorr  tthhee  CCoorrppoorraattee  SSaammppllee（（22000011  ddaattaa））  

Variables                     Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

1. Industry A                  0.2723 0.4454 

2. Industry B 0.3585 0.4798 -0.46＊＊＊
                

               

              

             

           

          

         

        

       

     

            

    

    

   

  

3. Industry C 0.1676 0.3737 -0.27＊＊＊ -0.34＊＊＊

4. Ownership Structure 0.3702 0.4831 +0.08＊＊ -0.11＊＊＊
+0.01 

5. Corporate Resources A● 0.5039 0.5002 -0.09＊＊＊
+0.11＊＊＊ -0.01 -0.10＊＊＊

6. Corporate Resources B●● 0.0313 0.1090 -0.03 +0.08＊＊
+0.03 +0.03 +0.03  

7. Corporate Internationalization A◆ 3.8682 3.1172 -0.12＊＊＊
+0.05 +0.03 -0.13＊＊＊

+0.16＊＊＊
+0.00  

8. Corporate Internationalization B◆◆ 3.3576 2.9084 -0.10＊＊＊
+0.04 +0.00 -0.12＊＊＊

+0.18＊＊＊
+0.06＊＊

+0.57＊＊＊
  

9. Corporate Int’l Product Div. A★ 0.2054 0.4042 +0.04 +0.09＊＊＊ -0.06＊＊ -0.01 +0.02 +0.09＊＊＊ -0.07＊＊ -0.05＊
  

10. Corporate Int’l Product Div. B★★ 0.5940 0.4913 +0.08＊＊＊ -0.07＊＊
+0.00 +0.01 +0.07＊＊ -0.06＊＊ -0.10＊＊＊

 -0.08＊＊＊ -0.16＊＊＊  

11. Corporate Int’l Product Div. C★★★ 0.0601 0.2377 -0.02 -0.02 +0.02 +0.08＊＊＊ -0.04 -0.04 -0.04 -0.05＊
 -0.13＊＊＊ -0.31＊＊＊

  

12. Moderating Effect A▲ 0.7064 1.8903 -0.01 +0.07 -0.04 -0.03 +0.05 +0.05 +0.23 +0.15 +0.74 -0.15 -0.09  

13. Moderating Effect B▲▲ 2.1463 2.8657 -0.01 +0.07＊＊ -0.04 -0.03 +0.05 +0.05 +0.23＊＊＊
 +0.15＊＊＊

+0.74＊＊＊ -0.15＊＊＊
 -0.09＊＊＊

+0.01  

14. Moderating Effect C▲▲▲ 0.2025 1.1488 -0.03 -0.04 +0.05 +0.02 -0.01 -0.03 +0.16＊＊＊
 +0.08＊＊ -0.09＊＊＊ -0.21＊＊＊

+0.70＊＊＊ -0.07＊＊ -0.13＊＊＊

15. Moderating Effect AA▼ 0.6289 1.7219 -0.01 +0.07＊＊ -0.04 -0.03 +0.05＊
 +0.09＊＊＊

+0.14＊＊＊
 +0.25＊＊＊

+0.72＊＊＊ -0.14＊＊＊ -0.09＊＊＊
+0.84＊＊＊ -0.04 -0.06＊＊

16. Moderating Effect BB▼▼ 1.8798 2.5639 +0.01 -0.03 -0.02 -0.06＊
 +0.15＊＊＊

+0.00 +0.23＊＊＊
 +0.51＊＊＊ -0.13＊＊＊

+0.61＊＊＊ -0.19＊＊＊ -0.04 +0.69＊＊＊ -0.13＊＊＊
+0.01 

17. Moderating Effect CC▼▼▼ 0.1647 0.9690 -0.02 -0.06＊
 +0.05＊

 +0.03 -0.03 -0.02 +0.10＊＊＊
 +0.15＊＊＊ -0.09＊＊＊ -0.21＊＊＊

+0.67＊＊＊ -0.06＊＊ -0.13＊＊＊
+0.82＊＊＊ -0.06＊＊ -0.12＊＊＊

  

18. Corporate Performance 2.0814 0.8903 +0.03 +0.03 -0.01 +0.00 +0.08＊＊ -0.06＊
 -0.22＊＊＊

 -0.08＊＊＊
+0.00 +0.10＊＊＊ -0.06＊

 -0.08＊＊ -0.08＊＊＊ -0.05＊
 -0.04 +0.00 -0.05 

Footnote：1. Sample size n＝1032 
2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3.●：Firm sizes, ●●：RD/Total Sales 
4.★：Corporate Int’l Product Diversification——Vertically Related, ★ ★：Corporate Int’l Product Diversification——Horizontally Related, ★ ★ ★：Corporate Int’l Product 

Diversification——Unrelated. 
5.◆：The ratio of foreign subsidiary sales to total sales, ◆◆：The ratio of foreign subsidiary assets to total assets. 
6.▲：（Corporate Internationalization A）×（Corporate Int’l Product Diversification——Vertically Related）, ▲▲：（Corporate Internationalization A）×（Corporate Int’l Product 

Diversification——Horizontally Related）, ▲▲▲：（Corporate Internationalization A）×（Corporate Int’l Product Diversification——Unrelated）. 
7.▼：（Corporate Internationalization B）×（Corporate Int’l Product Diversification——Vertically Related）, ▼▼：（Corporate Internationalization B）×（Corporate Int’l Product 

Diversification——Horizontally Related）, ▼▼▼：（Corporate Internationalization B）×（Corporate Int’l Product Diversification——Unrelated）. 
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【【TTaabbllee  44..11  CC】】：：DDeessccrriippttiivvee  SSttaattiissttiiccss  aanndd  CCoorrrreellaattiioonnss  ffoorr  tthhee  SSuubbssiiddiiaarryy  SSaammppllee  

Variables                 Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

1.                 Industry A 0.2543 0.4357 

2.                

               

              

            

           

          

         

        

       

      

     

   

  

  

  

Industry B 0.2913 0.4546 -0.37＊＊＊

3. Industry C 0.2250 0.4178 -0.31＊＊＊ -0.35＊＊＊

4. Ownership Structure 0.3870 0.4873 +0.07＊＊ -0.07＊＊
+0.02 

5. Resources A● 0.4054 0.4912 -0.15＊＊＊
+0.12＊＊＊ -0.03 -0.11＊＊＊

6. Resources B●● 0.6870 0.4640 -0.01 -0.01 -0.01 +0.03 0.04 

7. Resources C●●● 0.0783 0.2687 +0.04 -0.05 +0.00 +0.11＊＊＊ 0.04 -0.04 

8. Internationalization A◆ 14.0728 33.1151 -0.04 -0.05 +0.10＊＊＊
+0.03 0.09＊＊＊

+0.05 0.01 

9. Internationalization B◆◆ 39.4022 41.6035 -0.13＊＊＊
+0.04 +0.00 -0.07＊＊ 0.35＊＊＊ -0.08＊＊ 0.03 +0.09＊＊＊

10. Product Diversification A★ 0.0707 0.2564 +0.01 +0.03 +0.01 +0.06＊ 0.07＊＊ -0.03 0.09＊＊＊ -0.04 0.02 

11. Product Diversification B★★ 0.1630 0.3696 -0.10＊＊＊
+0.05 +0.01 +0.00 0.14＊＊＊ -0.06＊ 0.02 +0.03 0.18＊＊＊

+0.06＊

12. Moderating Effect A▲ 0.6620 5.8626 +0.01 -0.01 +0.00 +0.05 0.08＊＊ -0.06＊ 0.15＊＊＊
+0.13＊＊＊ 0.04 +0.41＊＊＊ 0.01 

13. Moderating Effect B▲▲ 2.9652 15.0691 -0.01 +0.03 +0.02 +0.03 0.07＊＊ -0.04 0.06＊ -0.01 0.19＊＊＊
+0.71＊＊＊ 0.08＊＊ 0.37＊＊＊

14. Moderating Effect C▲▲▲ 2.7217 16.1612 -0.06＊ -0.03 +0.07＊＊ -0.06＊ 0.08＊＊ -0.01 0.00 +0.43＊＊＊ 0.09＊＊＊ -0.02 0.38＊＊＊ 0.02 0.00 

15. Moderating Effect D▲▲▲▲ 9.1402 26.2156 -0.10＊＊＊ -0.02 +0.05 -0.02 0.17＊＊＊ -0.03 0.04 +0.05 0.38＊＊＊
+0.04 0.79＊＊＊ 0.02 0.12＊＊＊ 0.34＊＊＊

16. Subsidiary Performance 1.9598 0.9031 -0.11＊＊＊
+0.04 +0.06＊ -0.04 0.24＊＊＊ -0.06＊ 0.04 +0.05 0.21＊＊＊

+0.15＊＊＊ 0.09＊＊＊ 0.07＊＊ 0.12＊＊＊ 0.03 0.10＊＊＊ 

Footnote：1. Sample size n＝920 
2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3.●：Firm sizes, ●●：Capital investment from headquarters, ●●●：Intelligent property or technical support provided by headquarters. 
4.◆：Inward Internationalization, ◆◆：Outward Internationalization. 
5.★：Reinvestment from Retained Earnings, ★★：Broader Product Lines than HQ. 
6.▲：（Inward Internationalization）×（Reinvestment from Retained Earnings）, ▲▲：（Outward Internationalization）×（Reinvestment from Retained Earnings）, ▲▲▲：（Inward 

Internationalization）×（Broader Product Lines than HQ）, ▲▲▲▲：（Outward Internationalization）×（Broader Product Lines than HQ）.
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【【TTaabbllee  44..11  DD】】：：DDeessccrriippttiivvee  SSttaattiissttiiccss  aanndd  CCoorrrreellaattiioonnss  ffoorr  tthhee  SSuubbssiiddiiaarryy  SSaammppllee（（22000011  ddaattaa））  

Variables                 Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

1.                 Industry A 0.2723 0.4454 

2.                

               

              

            

            

       

                 

                 

         

       

                 

                 

                 

                 

        

Industry B 0.3585 0.4798 -0.46＊＊＊

3. Industry C 0.1676 0.3737 -0.27＊＊＊ -0.34＊＊＊

4. Ownership Structure 0.3702 0.4831 0.08＊＊ -0.11＊＊＊ 0.01 

5. Resources A● 0.3062 0.4611 -0.15＊＊＊ 0.13＊＊＊ -0.02 -0.13＊＊＊

6. Resources B●● 0.7413 0.4381 0.00 0.04 -0.04 -0.10＊＊＊ 0.05＊

7. Resources C●●● 0.0581 0.2341 0.02 -0.02 -0.01 0.07＊＊ -0.06＊ -0.06＊＊    

8. Internationalization A 

9. Internationalization B 

10. Product Diversification A★ 0.0572 0.2323 -0.04 0.02 0.06＊ -0.02 0.12＊＊＊ -0.05＊ 0.01 

11. Product Diversification B★★ 0.0785 0.2691 -0.02 0.02 -0.02 -0.04 0.06＊＊ -0.03 0.04 0.07＊＊

12. Moderating Effect A 

13. Moderating Effect B 

14. Moderating Effect C 

15. Moderating Effect D 

16. Subsidiary Performance 1.8372 0.8790 0.00 -0.02 0.00 -0.04 0.22＊＊＊ -0.03 -0.05 0.15＊＊＊ 0.10＊＊＊

Footnote：1. Sample size n＝1032 

2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 

3.●：Firm sizes, ●●：Capital investment from headquarters, ●●●：Intelligent property or technical support provided by headquarters. 
4.★：Reinvestment from Retained Earnings, ★★：Broader Product Lines than HQ. 
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44..22  HHyyppootthheesseess  tteessttiinngg：：CCoorrppoorraattee  LLeevveell  

TTaabbllee  44..22AA shows the results of the regression on corporate internationalization. 

Model Ⅱ  in TTaabbllee  44..22AA reveals that corporate resources has a significantly 

negative impact on corporate internationalization. The strong negative coefficient of 

corporate resources suggests that large companies seem to have lower degree of 

internationalization than SMEs (a reference dummy variable). In other words, 

Taiwanese manufacturing firms with less than 200 employees in general are more 

active internationally. Therefore, hypothesis 1a is rejected. We further vilified this 

result by examining the data in 2001. As shown in TTaabbllee  44..22DD, model Ⅱ and Ⅳ 

reveals that corporate resources have a significantly positive impact on corporate 

internationalization. The strong positive coefficient of corporate resources suggests 

that companies with more than 200 employees are more involved internationally in 

2001 data. This result supports Hypothesis 1a.  

TTaabbllee  44..22BB shows the results of the logistic regression on corporate 

international product diversification. For Models Ⅱ, Ⅳ and Ⅵ, resources have 

significantly beneficial influences only on horizontally related product 

diversification and have no significant impact on vertically related and unrelated 

product diversifications. We also analyzed the data in 2001 to confirm the findings. 

The results shown in TTaabbllee  44..22EE revealed that resources not only have significantly 

beneficial influences on horizontally related product diversification, but also have 

strong positive impact on vertically related product diversification. Therefore, 

companies that carry out horizontally related product diversifications through setting 

up foreign subsidiaries are more likely to be large firms, while companies that carry 

out vertically related product diversifications tend to spend more on research and 
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development activities. Hence, hypothesis 2a is partially supported. 

According to TTaabbllee  44..22CC,, the impact of the independent variables on corporate 

performance is partially supported. Model Ⅱ and Ⅳ in TTaabbllee  44..22CC show that the 

parameters of corporate resources are positively significant, but vertically related 

and unrelated product diversifications and most of the moderating effects are not. 

The strong positive coefficient of corporate resources suggests that large 

manufacturing firms outperform small ones. This findings support Hypothesis 3a.  

However, the significantly negative relationship between internationalization 

and performance shown in Model Ⅱ and Ⅳ of TTaabbllee  44..22CC is unexpected, because 

most research findings regarding this bi-variate relationship is positive. There were 

few studies concluded negative or insignificant relationship though studies might 

adopt different research methodologies and proxies for internationalization and 

performance. The data in 2001 were analyzed to verify the relationship between 

internationalization and performance. Surprisingly, the new analysis in TTaabbllee  44..22  FF 

also revealed the same results. This suggests that the higher the ratio of foreign 

subsidiary sales to total firm sales, the worse the profitability at the corporate level. 

Using the same measurement for internationalization, Geringer et al. (2000) reached 

the same conclusion. This rejects Hypothesis 4a. 

Additionally, Model Ⅱand Ⅳ in TTaabbllee  44..22CC show that the relationships 

between kinds of international product diversification and performance are 

insignificant, except that vertically related product diversification has negative 

influence on corporate performance. But Model Ⅱ and Ⅳ in TTaabbllee  44..22FF reveal 

that at least the coefficient of horizontally related product diversification is 

positively significant. This suggests that horizontally related product diversification 
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seems to produce higher performance than no product diversification. This finding 

partially validates Hypothesis 5a.  

Furthermore, almost all kinds of interactions between internationalization and 

product diversification at corporate level are unimportant for corporate performance. 

Only Model Ⅱ in TTaabbllee  44..22CC shows that moderating effect of internationalization 

and vertically related product diversification has positive relationship with corporate 

performance. Hence, hypothesis 6a is partially validated. It seems that product 

diversification does not fully or strongly affect the relationship between 

internationalization and performance. The results are not deviate too much from 

previous research (Kim et al., 1989；Ramaswamy, 1993). 

The regression analyses also present some interesting results regarding control 

variables at the corporate level. As expected, industry differences somewhat affect 

the relationships among resources, internationalization, product diversification, and 

performance. Metals and machinery industries and chemical and related industries 

have higher degree of internationalization and enjoy better performance than 

information electronics industries and others. In addition, information electronics 

industries and metals and machinery industries facilitate more related product 

diversification than others. Headquarters with a wholly-owned subsidiary tends to be 

more internationalized, while headquarters with a joint venture subsidiary seems to 

facilitate more product diversification.  
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【【TTaabbllee  44..22  AA】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  IInntteerrnnaattiioonnaalliizzaattiioonn  

Measurements of 
Internationalization Foreign Subsidiary Sales  Foreign Direct Investment 

  Model Ⅰ Model Ⅱ  Model Ⅲ Model Ⅳ 
Variables  Coefficient t-value Coefficient t-value VIF value  Coefficient t-value Coefficient t-value VIF value 
Control Variables             

Constant  

          
        

     

 +4.4291 20.2007＊＊＊ +4.6952 21.5939＊＊＊  +4.5261 20.9761＊＊＊ +4.5885 20.9412＊＊＊  
Industry A  -1.2010 -4.2146＊＊＊ -1.1629 -4.1813＊＊＊ +1.5789  -0.6271 -2.2359＊＊ -0.6181 -2.2054＊＊ 1.5789 

Industry B  +0.0662 +0.2401 +0.0679 +0.2523 +1.6096  +0.0460 +0.1694 +0.0464 +0.1710 1.6096 

Industry C  +0.0419 +0.1429 +0.0458 +0.1599 +1.5366  -0.0329 -0.1139 -0.0320 -0.1108 1.5366 

Ownership Structure   -0.7082 -3.4778＊＊＊ -0.6700 -3.3705＊＊＊ +1.0090  -0.8704 -4.3426＊＊＊ -0.8614 -4.2999＊＊＊ 1.0090 

Independent Variables   
Corporate Resources  -1.7906 -6.8571＊＊＊ +1.0015  -0.4196 -1.5945 1.0015

F-value 11.2418＊＊＊ 18.8497＊＊＊ 7.2896＊＊＊ 6.3500＊＊＊ 
Adjusted R2      

     
0.0427＊＊＊ 0.0885＊＊＊ 0.0266＊＊＊ 0.0283＊＊＊ 

△ Adjusted R2 0.0458＊＊＊  0.0017＊＊＊ 

Footnote：1. Sample size n＝920 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
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【【TTaabbllee  44..22  BB】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  PPrroodduucctt  DDiivveerrssiiffiiccaattiioonn  

Measurements of 
Product Diversification Vertically Related Horizontally Related Unrelated 
 Model Ⅰ          Model Ⅱ Model Ⅲ Model Ⅳ Model Ⅴ Model Ⅵ 
Variables Coefficient  Wald Coefficient Wald Coefficient Wald  Coefficient Wald Coefficient Wald Coefficient Wald 
Control Variables              

Constant -1.2673 51.3244＊＊＊ -1.3035 52.3382＊＊＊ 0.4014 6.9289＊＊＊  0.3373 4.7168＊＊ -2.6065 94.897＊＊＊ -2.5604 89.666＊＊＊ 

Industry A 0.6020 7.5791＊＊＊ 0.5976 7.4562＊＊＊ 0.4347 4.4059＊＊ 

 

 

             

       

   

 0.4269 4.2241＊＊ 0.0865 0.0708 0.0905 0.0773 

Industry B 0.4302 4.0023＊＊ 0.4301 3.9954＊＊ 0.3336 2.8689＊＊  0.3316 2.8204＊＊ -0.0810 0.0605 -0.0884 0.072 

Industry C -0.1508 0.3796 -0.1514 0.3824 0.2348 1.2669  0.2361 1.2728 0.0493 0.0213 0.0514 0.0231 

Ownership Structure -0.1061 0.4564 -0.1093 0.4832 0.4355 8.1994＊＊＊  0.4270 7.8495＊＊＊ 0.6803 8.7426＊＊＊ 0.6882 8.9336＊＊＊ 

Independent Variables 

Corporate Resources   0.2273 1.3109  0.4634 4.8239＊＊ -0.3340 0.9747 

Cox ＆ Snell R2 0.0173＊＊ 0.0186＊＊ 0.0149＊＊  0.0203＊＊ 0.0102＊ 0.0113＊ 
Model Chi-Square 16.0137＊＊＊ 17.2992＊＊＊   

   

13.7968＊＊＊  18.8981＊＊＊ 9.4482＊ 10.4920＊ 
Percent of correct model 

predication 73.9130％ 73.9130％ 69.3478％  69.3478％ 90.7609％ 90.7609％ 

Footnote：1. Sample size n＝920 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
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【【TTaabbllee  44..22  CC】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  PPeerrffoorrmmaannccee  

Measurements of 
Internationalization Foreign Subsidiary Sales Foreign Direct Investment 
 Model Ⅰ      Model Ⅱ Model Ⅲ Model Ⅳ 
Variables Coefficient t-value      Coefficient t-value VIF value Coefficient t-value Coefficient t-value VIF value
Control Variables           

Constant 1.9452 30.7238＊＊＊ +2.1152 20.0383＊＊＊  1.9452 30.7238＊＊＊ +2.0737 19.4000＊＊＊  
Industry A 0.2803 3.4069＊＊＊ +0.1996 +2.4644＊＊ 1.6378 0.2803 +3.4069＊＊＊ +0.2568 +3.1328＊＊＊ 1.6232 

Industry B 0.1170 1.4688 +0.1238 +1.6014 1.6250 0.1170 +1.4688 +0.1173 +1.4932 1.6240 

Industry C 0.2433 2.8734＊＊＊ +0.2373 +2.8948＊＊＊ 1.5421 0.2433 +2.8734＊＊＊ +0.2444 +2.9290＊＊＊ 1.5468 

Ownership Structure 0.0593 

 
1.0084 

 
+0.0044 +0.0762 1.0537 0.0593 +1.0084 +0.0176 +0.2961 1.0658 

Independent Variables         
    

Corporate Internationalization     
    
    
    
    
    
    

 

Corporate Resources +0.2623 +3.4143＊＊＊ 1.0597 +0.3626 +4.7420＊＊＊ 1.0164 

-0.0544 -3.4441＊＊＊ 3.0746 -0.0538 -3.1535＊＊＊ 3.3058 

P.D.—Vertically related -0.2330 -2.0792＊＊ 3.1879 -0.1875 -1.6617＊ 3.1293 

P.D.—Horizontally related +0.1075 +1.0660 2.8446 -0.0149 -0.1416 2.9824 

P.D.—Unrelated -0.0543 -0.3481 2.6867 -0.0466 -0.2855 2.8425 

Moderating Effect A▲ +0.0025 +1.6484＊ 3.2424 +0.0300 +1.3464 3.4636 

Moderating Effect B▲▲ -0.0091 -0.4803 4.1287 +0.0256 +1.2925 4.4310 

Moderating Effect C▲▲▲ +0.0416 

 
+1.3259 2.5925 +0.0360 

 
+1.0574 2.7996 

F-value 3.9719＊＊＊ 7.5033＊＊＊ 3.9719＊＊＊ 4.8337＊＊＊ 
Adjusted R2 0.0128＊＊＊   0.0783＊＊＊ 0.0128＊＊＊ 0.0477＊＊＊ 
△ Adjusted R2  0.0655＊＊＊  0.0349＊＊＊ 
Footnote：1. Sample size n＝920 

2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ▲ ：（ Internationalization ）× （ International Product Diversification — —Vertically Related ） , ▲ ▲ ：（ Internationalization ）× （ International Product 

Diversification——Horizontally Related）, ▲▲▲：（Internationalization）×（International Product Diversification——Unrelated）. 
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【【TTaabbllee  44..22  DD】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  IInntteerrnnaattiioonnaalliizzaattiioonn（（22000011  DDaattaa））  

Measurements of 
Internationalization Foreign Subsidiary Sales Foreign Direct Investment 

 Model Ⅰ Model Ⅱ Model Ⅲ Model Ⅳ 
Variables  Coefficient t-value Coefficient t-value VIF value Coefficient t-value Coefficient t-value VIF value 
Control Variables            

Constant  

         

     

    

   

4.4634 19.5517＊＊＊ 4.0063 16.2439＊＊＊  4.0348 18.9263＊＊＊ 3.5279 15.4072＊＊＊  

Industry A  -0.8593 -3.0499＊＊＊ -0.8244 -2.9502＊＊＊ 1.7154 -0.8750 -3.3258＊＊＊ -0.8586 -3.3097＊＊＊ 1.7154 

Industry B  -0.1740 -0.6499 -0.2552 -0.9552 1.8200 -0.3052 -1.2207 -0.4458 -1.7973＊ 1.8200 

Industry C  -0.0900 -0.2841 -0.1076 -0.3416 1.5340 -0.4350 -1.4699 -0.5002 -1.7109＊ 1.5340 

Ownership Structure  -0.7664 -3.8351＊＊＊ -0.6868 -3.4537＊＊＊ 1.0224 -0.6932 -3.7146＊＊＊ -0.6224 -3.3709＊＊＊ 1.0224 

Independent Variables   

Corporate Resources A●  0.8923 4.6479＊＊＊ 1.0215 0.9605 5.3890＊＊＊ 1.0215 

Corporate Resources B●●  0.0159 0.0181 1.0141 1.7077 2.0961＊＊ 1.0141 

F-value 7.3023＊＊＊ 8.5638＊＊＊ 6.8376＊＊＊ 10.3503＊＊＊ 
Adjusted R2      

   
0.0239 0.0422 0.0221 0.0516

△ Adjusted R2 0.0183＊＊＊  0.295＊＊＊ 

 

Footnote：1. Sample size n＝1032 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ● ：Firm sizes； B●●：RD / Total Sales 
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【【TTaabbllee  44..22  EE】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  PPrroodduucctt  DDiivveerrssiiffiiccaattiioonn（（22000011  DDaattaa））  

Measurements of 
Product Diversification Vertically Related Horizontally Related Unrelated 
 Model Ⅰ          Model Ⅱ Model Ⅲ Model Ⅳ Model Ⅴ Model Ⅵ 
Variables Coefficient  Wald Coefficient Wald Coefficient Wald  Coefficient Wald Coefficient Wald Coefficient Wald 
Control Variables              

Constant -1.9015 77.1962＊＊＊ -1.9353 69.7819＊＊＊ 0.3238 4.6345＊＊  0.1593 0.9379 -2.8913 89.0310＊＊＊ -2.6741 65.0555＊＊＊ 

Industry A 0.7007 7.8484＊＊＊ 0.6820 7.4051＊＊＊ 0.3415 3.2692＊  0.3744 3.8812＊＊ -0.3425 0.8179 -0.3100 0.6659 

Industry B 0.8245 11.9095＊＊＊ 0.7701 10.2409＊＊＊ -0.1331 0.5742  -0.1262 0.5011 -0.2316 0.4242 -0.0764 0.0447 

Industry C 0.1696 0.3277 0.1044 0.1209 0.0567 0.0734  0.0813 0.1487 -0.0258 0.0041 0.0216 0.0028 

Ownership Structure -0.0003 0.0000 -0.0137 0.0069 0.0150 0.0127  0.0567 0.1783 0.7045 7.0645＊＊＊ 0.6834 6.5840＊＊ 

Independent Variables              

      

      

     

Corporate Resources A● 0.0379 0.0577  0.3485 7.2229＊＊＊ -0.3137 1.3591 

Corporate Resources B●● 1.5474 5.3592＊＊  -1.2621 3.1425＊ -6.6756 2.5370 

Cox ＆ Snell R2 0.0171 0.0230 0.0085  0.0190 0.0080 0.0133
Model Chi-Square 17.7968＊＊＊     

     

24.0062＊＊＊ 8.7581＊ 19.8458＊＊＊ 8.2775＊ 13.8192＊＊ 
Percent of correct model 

predication 79.4574％ 79.5543％ 59.3992％ 59.7868％ 93.9922％ 93.9922％ 

Footnote：1. Sample size n＝1032 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. A●：Firm sizes； B●●：RD / Total Sales 
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【【TTaabbllee  44..22  FF】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  CCoorrppoorraattee  PPeerrffoorrmmaannccee（（22000011  DDaattaa））  
Measurements of 
Internationalization Foreign Subsidiary Sales Foreign Direct Investment 
 Model Ⅰ      Model Ⅱ Model Ⅲ Model Ⅳ 
Variables Coefficient t-value      Coefficient t-value VIF value Coefficient t-value Coefficient t-value VIF value
Control Variables           

Constant 1.9582 29.6921＊＊＊ +2.0728 20.0291＊＊＊  1.9582 29.6921＊＊＊ +1.8577 18.4460＊＊＊  
Industry A 0.1664 +2.0438＊＊ +0.1178 +1.4794 1.7500 0.1664 +2.0438＊＊ +0.1385 +1.6984＊ 1.7538 
Industry B 0.1582 +2.0460＊＊ +0.1531 +2.0157＊＊ 1.8476 0.1582 +2.0460＊＊ +0.1493 +1.9196＊ 1.8516 
Industry C 0.1080 +1.1796 +0.1045 +1.1755 1.5379 0.1080 +1.1796 +0.0989 +1.0850  

  

  
  
   
    
  
   
   
   
   

1.5420
Ownership Structure 0.0082 +0.1423 

 
-0.0098 
 

-0.1729 
 

1.0432 
 

0.0082 
 

+0.1423 
 

+0.0125 
 

+0.2161
 

1.0416
 Independent Variables  

Corporate Resources A●   +0.1835 +3.3304＊＊＊ 1.0574 +0.1475 +2.6080＊＊＊ 1.0642 
Corporate Resources B●●   -0.4989 -1.9997＊＊ 1.0303 -0.4489 -1.7576＊ 1.0309 
Corporate Internationalization   -0.0546 -3.5972＊＊＊ 3.1185 -0.0084 -0.5266 2.8294
P.D.—Vertically related   +0.0200 +0.1829 2.7134 +0.0745 +0.6909 2.5284
P.D.—Horizontally related   +0.1759 +1.8240＊ 3.1260 +0.2312 +2.4904＊＊ 2.7665 
P.D.—Unrelated   -0.3068 -1.7302＊ 2.4740 -0.1146 -0.6596 2.2669
Moderating Effect A▲   -0.0167 -0.7136 2.7316 -0.0244 -0.9513 2.5933
Moderating Effect B▲▲   -0.0204 -1.1059 3.8813 -0.0269 -1.3545 3.4570
Moderating Effect C▲▲▲   +0.0375 +1.0423 2.3737 -0.0045 -0.1073 2.1533

F-value 1.3148 6.5693＊＊＊ 1.3148 2.7414＊＊＊ 
Adjusted R2 0.0012   0.0656 0.0012 0.0215＊＊＊ 
△ Adjusted R2  0.0644＊＊＊  0.0203＊＊＊ 
Footnote：1. Sample size n＝1032 

2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ●：Firm sizes； ●●：RD / Total Sales 
4. ▲：（Internationalization）×（International Product Diversification——Vertically Related）, ▲▲：（Internationalization）×（International Product Diversification——Horizontally 

Related）, ▲▲▲：（Internationalization）×（International Product Diversification——Unrelated） 
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44..33  HHyyppootthheesseess  tteessttiinngg：：SSuubbssiiddiiaarryy  LLeevveell  

TTaabbllee  44..33AA shows the results of the regression on subsidiary 

internationalization. Model Ⅱ  and Ⅳ  in TTaabbllee  44..33AA reveal that subsidiary 

resources has a significantly favorable impact on subsidiary inward and outward 

internationalization. The strong positive coefficients of subsidiary resources further 

suggest that large subsidiaries tend to engage in higher levels of internationalization 

than small ones (a reference dummy variable), i.e., subsidiaries with more than 200 

employees are more internationalized. This supports Hypothesis 1b.  

TTaabbllee  44..33BB shows the results of the logistic regression on subsidiary product 

diversification. The findings show that resources have significantly beneficial 

influences on both measurements of product diversification. Therefore, subsidiaries 

reinvesting in China with retained earnings and producing more product lines than 

their parent companies are more likely to be larger. Specially, subsidiaries with 

intelligent property or technical support by headquarters tend to engage more in the 

reinvestment in China with retained earnings. This supports Hypothesis 2b. The high 

rates of correct classification (i.e., 83.70％ and 92.93％ for Model Ⅱand Ⅳ 

respectively) exhibit high explanatory power for the proposed models.  

Model Ⅱ in TTaabbllee  44..33CC shows that the parameters of resources, outward 

internationalization and local reinvestment are significant, but that inward 

internationalization and broader product lines are not. A re-examination of the data 

in 2001, however, indicated that the relationships of performance with resources and 

both kinds of product diversification are supported. This suggests that subsidiary 

sizes, exporting and reinvesting in China produce better results if foreign 

subsidiaries are designed to pursue profit growth in a dynamic host market. This 
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finding partially validates Hypothesis 3b, 4b, and 5b. However, the interaction 

between internationalization and product diversification at subsidiary level is 

unimportant for subsidiary performance. Hence, hypothesis 6b is rejected. 

Nevertheless, the results are also in line with some previous findings (e.g. Kim et al., 

1989 and etc.). 

The regression analyses also present some interesting results regarding control 

variables at the subsidiary level. Industrial differences, similar to the results at the 

corporate level, somewhat influence the relationships among resources, 

internationalization, product diversification, and performance. And joint venture 

tends to decrease the degree of internationalization but increase the degree of 

product diversification. This suggests that a foreign subsidiary tends to carry more 

products if it is formed with a local partner. However, a wholly-owned subsidiary 

will lead to higher degrees of both inward and outward internationalizations.  
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【【TTaabbllee  44..33  AA】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  SSuubbssiiddiiaarryy  IInntteerrnnaattiioonnaalliizzaattiioonn  

Measurements of 
Internationalization Inward Internationalization Outward Internationalization t 

 Model Ⅰ Model Ⅱ Model Ⅲ Model Ⅳ 
Variables  Coefficient t-value Coefficient t-value VIF value Coefficient t-value Coefficient t-value VIF value 
Control Variables            

Constant   

         

     

     
    

   

13.0944 +5.4207＊＊＊ +7.3571 +2.3778＊＊ 48.3104 16.0195＊＊＊ 39.8792 10.9297＊＊＊  

Industry A  -1.9294 -0.6145 -0.6676 -0.2120 1.6026 -15.8075 -4.0329＊＊＊ -11.2241 -3.0228＊＊＊ 1.6026 

Industry B  -2.1276 -0.7001 -2.3393 -0.7723 1.6143 -5.0017 -1.3184 -6.3404 -1.7751＊
 1.6143 

Industry C  +6.1331 +1.8983＊
 +6.7337 +2.0910＊＊ 1.5413 -6.8827 -1.7064＊

 -4.9541 -1.3045 1.5413 

Ownership Structure  +1.8323 +0.8166 +2.3859 +1.0561 1.0320 -4.8635 -1.7363＊
 -1.9698 -0.7394 1.0320 

Independent Variables   

Subsidiary Resources A●  +6.8779 +3.0461＊＊＊ 1.0475 28.6175 10.7476＊＊＊ 1.0475 

Subsidiary Resources B●●  +3.3962 +1.4503 1.0051 -8.2313 -2.9807＊＊＊ 1.0051 

Subsidiary Resources C●●●  +0.0902 +0.0221 1.0206 +1.9639 +0.4087 1.0206 

F-value 2.4383＊＊ 3.0915＊＊＊ 5.3786＊＊＊ 21.0965＊＊＊ 
Adjusted R2   

   
 0.0062＊＊ 0.0157＊＊＊ 0.0187＊＊＊ 0.1328＊＊＊ 

△ Adjusted R2 0.0095＊＊＊  0.1141＊＊＊ 

 

Footnote：1. Sample size n＝920 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ●：Firm sizes；●●：Capital investment from headquarters；●●●：Intelligent property or technical support provided by headquarters. 
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【【TTaabbllee  44..33  BB】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  SSuubbssiiddiiaarryy  PPrroodduucctt  DDiivveerrssiiffiiccaattiioonn  

Measurements of    
Product Diversification Reinvestment Broader Product Lines 

  Model Ⅰ Model Ⅱ Model Ⅲ Model Ⅳ 
Variables  Coefficient Wald Coefficient Wald Coefficient Wald Coefficient Wald 
Control Variables          

Constant  

  
  

       

     

      
    

     

-3.3033 83.2881＊＊＊
 -3.5595 66.3058＊＊＊

 -1.4398 59.2203＊＊＊ -1.5882 40.6099＊＊＊ 

Industry A  +0.5882 +1.9526 +0.6865 +2.5699 -0.7982 +8.0901＊＊＊ -0.6990 +6.0177＊＊ 

Industry B  +0.7130 +3.0599＊
 +0.7127 +3.0169＊

 -0.0245 +0.0110 -0.0542 +0.0524 

Industry C  +0.6136 +2.0420 +0.6662 +2.3672 -0.1719 +0.4565 -0.1339 +0.2696 

Ownership Structure  +0.4629 +3.1785＊
 +0.4663 +3.0275＊

 +0.0477 +0.0664 +0.1289 +0.4611 

Independent Variables   

Subsidiary Resources A●  +0.6575 +5.9798＊＊
 +0.6998 14.2244＊＊＊ 

Subsidiary Resources B●● -0.2785 +1.0488 -0.3687 +3.7686＊ 

Subsidiary Resources C●●●  +0.8333 +5.1151＊＊
 +0.1709 +0.2822 

Cox ＆ Snell R2 0.0074 0.0206 0.0120 0.0313
Model Chi-Square  6.8406  

    

19.1621＊＊＊ 11.1281＊＊ 29.2786＊＊＊ 
Percent of correct model 

predication  92.9348% 92.9348% 83.6957% 83.6957%

Footnote：1. Sample size n＝920 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ●：Firm sizes；●●：Capital investment from headquarters；●●●：Intelligent property or technical support provided by headquarters. 
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【
   

【TTaabbllee  44..33  CC】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  SSuubbssiiddiiaarryy  PPeerrffoorrmmaannccee  
 Model Ⅰ Model Ⅱ 
Variables     

    
Coefficient t-value Coefficient t-value VIF value

Control Variables  
Constant +1.9918 30.2995＊＊＊ +1.7145 19.5223＊＊＊  
Industry A -0.1705 -1.9954＊＊ -0.0839 -1.0102 1.6306 
Industry B +0.0498 +0.6026 +0.0310 +0.3882 1.6380 
Industry C +0.1036 +1.1784 +0.1301 +1.5349 1.5609 
Ownership Structure -0.0685 -1.1211 -0.0487 -0.8169 1.0481 

Independent Variables      
  

   
   

  
  

  
   
   

   

Subsidiary Resources A● +0.2944 +4.6314＊＊＊ 1.2127 
Subsidiary Resources B●● -0.1011 -1.6314 1.0291 
Subsidiary Resources C●●●

+0.0835 +0.7743 1.0435 
Inward Internationalization   +0.0011 +1.1447 1.3260 
Outward Internationalization +0.0033 +4.0462＊＊＊ 1.4673 
P.D.—reinvestment from retained earnings +0.6035 +3.6305＊＊＊ 2.2589 
P.D.—broader product lines than HQ 

 
  +0.1592 +1.1965 3.0088 

Moderating Effect A▲ -0.0009 -0.1596 1.2834 
Moderating Effect B▲▲ -0.0029 -1.0405 2.2399 
Moderating Effect C▲▲▲ -0.0017 -0.7978 1.4958 
Moderating Effect D▲▲▲▲ -0.0013 

 
-0.6432 3.2392 

F-value 3.4259＊＊＊ 7.3573＊＊＊ 
Adjusted R2 0.0104＊＊＊ 

 
0.0940＊＊＊ 

△ Adjusted R2 0.0836＊＊＊ 
Footnote：1. Sample size n＝920 

2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3.●：Firm sizes；●●：Capital investment；●●●：Intelligent property or technical support provided by headquarters. 
4.▲：（Inward Internationalization）×（Reinvestment from Retained Earnings）, ▲▲：（Outward Internationalization）×（Reinvestment from Retained Earnings）, 

▲▲▲：（Inward Internationalization）×（Broader Product Lines than HQ）, ▲▲▲▲：（Outward Internationalization）×（Broader Product Lines than HQ） 
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【【TTaabbllee  44..33  EE】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  SSuubbssiiddiiaarryy  PPrroodduucctt  DDiivveerrssiiffiiccaattiioonn（（22000011  DDaattaa））  
Measurements of    
Product Diversification Reinvestment Broader Product Lines 

  Model Ⅰ Model Ⅱ Model Ⅲ Model Ⅳ 
Variables  Coefficient Wald Coefficient Wald Coefficient Wald Coefficient Wald 
Control Variables          

Constant 

     
     
    

     

 -3.0209 71.8216＊＊＊ -3.1236 50.4088＊＊＊ -2.2266 72.6844＊＊＊ -2.2655 43.7073＊＊＊ 

Industry A  -0.0086 +0.0004 +0.1618 +0.1254 -0.2033 +0.3596 -0.1316 +0.1475 

Industry B  0.3626 +0.8048 +0.3516 +0.7438 -0.0702 +0.0510 -0.0733 +0.0551 

Industry C  0.7376 +2.8749＊ +0.7691 +3.0539＊ -0.2477 +0.4072 -0.2325 +0.3554 

Ownership Structure  -0.1965 +0.4633 

 
-0.1395 

 
+0.2227 

 
-0.3517 

 
+1.9189 

 
-0.3428 

 
+1.7665 

 Independent Variables   
Subsidiary Resources A●  +0.9928 12.7357＊＊＊ +0.4628 +3.5981＊ 

Subsidiary Resources B●● -0.5421 +3.5130＊ -0.2552 +0.9754 
Subsidiary Resources C●●●  +0.2595 +0.2235 +0.5462 +1.6476 

Cox ＆ Snell R2 0.0049 0.0200 0.0026 0.0081
Model Chi-Square  5.0767   

    

20.8393＊＊＊ 2.7366 8.4435
Percent of correct model 

predication  94.2829% 94.2829% 92.1512% 92.1512%

Footnote：1. Sample size n＝1032 
2. ＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3. ●：Firm sizes；●●：Capital investment from headquarters；●●●：Intelligent property or technical support provided by headquarters. 
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【

    

【TTaabbllee  44..33  FF】】：：RReessuullttss  ooff  RReeggrreessssiioonn  oonn  SSuubbssiiddiiaarryy  PPeerrffoorrmmaannccee（（22000011  DDaattaa））  

Model Ⅰ Model Ⅱ 
Variables     

    
Coefficient t-value Coefficient t-value VIF value

Control Variables  
Constant +1.8904 28.9837＊＊＊ +1.7575 21.4512＊＊＊  
Industry A -0.0187    

     
     
     

      
  

      
      

     
     
  
  
     
     
     
     

 

-0.2329 +0.0404 +0.5167 1.7307
Industry B -0.0493 -0.6448 -0.0725 -0.9804 1.7981
Industry C -0.0183 -0.2020 -0.0192 -0.2193 1.5332
Ownership Structure -0.0737 -1.2914 -0.0227 -0.4061 1.0399

Independent Variables
Subsidiary Resources A● +0.3920 +6.6270＊＊＊ 1.0631 
Subsidiary Resources B●● -0.0670 -1.0980 1.0212
Subsidiary Resources C●●● -0.1614 -1.4201 1.0119
Inward Internationalization 
Outward Internationalization 
P.D.—reinvestment from retained earnings +0.4586 +3.9755＊＊＊ 1.0259 
P.D.—broader product lines than HQ +0.2437 +2.4644＊＊ 1.0120 
Moderating Effect A 
Moderating Effect B 
Moderating Effect C 
Moderating Effect D 

F-value 0.4967 9.1303＊＊＊ 
Adjusted R2 -0.0020  

 
0.0663

△ Adjusted R2 0.0683＊＊＊ 
Footnote：1. Sample size n＝1032 

2.＊p≦0.10，＊＊p≦0.05，＊＊＊p≦0.01 
3.●：Firm sizes；●●：Capital investment；●●●：Intelligent property or technical support provided by headquarters. 

 65



44..44  DDiissccuussssiioonn   

44..44..11  CCoorrppoorraattee  LLeevveell  

Resources and Internationalization. The results reveal that the relationship 

between resources and internationalization in 1999 was negative while the 

relationship in 2001 was positive. One interpretation is that Taiwanese 

manufacturing firms’ attitudes toward the trading with and investing in China were 

still cautious and uncertain in late 1990s. Large manufacturing firms, especially, 

were more conservative because of their domestic leadership positions and / or the 

established firm-specific investments. From 1980s to the late 1990s, with the 

gradual removal of the trade embargo with China and the improved understanding of 

the government and people in China, smaller Taiwanese manufacturing firms, 

looking for rooms for growth and cheap factor cost locations, were aggressively 

investing in China. Furthermore, the entering into World Trade Organization (WTO) 

and eliminating of trade barriers in Taiwan, implying more intense competition in 

the domestic market, propelled Taiwanese SMEs to move to China in order to 

survive. Ito and Pucik (1993) examined the export performance of Japanese 

manufacturing firms and concluded that export sales were positively associated with 

the size of a firm and its domestic market position. In other words, followers in the 

domestic market tend to pursue internationalization more by foreign direct 

investment than by exporting. In Taiwan, the average degree of internationalization 

of SMEs was really higher than (1.8 times) that of large manufacturing firms (TTaabbllee  

44..44AA). More evidence (e.g., Oriental Economist, 1984), supports the argument that 

foreign investments of domestic leaders often lag behind followers. Domestic 

leaders take domestic market as the first priority and export only when they have 
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surplus capacity. Furthermore, because the political relationship between Taiwan and 

China is stringent and sensitive, the government in Taiwan had many restrictions on 

investment by large Taiwanese firms in China. Therefore, it is plausible that smaller 

firms had larger sales accounted for by the subsidiaries in China in the 1990s. 

【【TTaabbllee  44..44  AA】】  ：：FFoorreeiiggnn  ssuubbssiiddiiaarryy  ssaalleess  rraattiioo  ooff  TTaaiiwwaanneessee  SSMMEEss  aanndd  llaarrggee  ffiirrmmss  

 number of firms min Max mean S.D. 
SMEs 770 0 10 4.1805 3.1083 

Large Firms 150 0 10 2.3267 2.2540 

When it came to year 2001, the global economy and the situation across the 

Taiwan Strait changed significantly. Global operations and mega-competition had 

deepened the cost pressure of manufacturing companies so that the necessity for large 

Taiwanese firms to move into China to reduce cost was increasingly stronger. In 

addition, lots of MNCs from all over the world have invested in China, transforming 

it into “world factory.” Therefore, it was more and more urgent for large Taiwanese 

firms to include China to their global operation networks. At the same time, 

Taiwanese government started progressively to relax the restrictions for large firms 

to trade with and invest in China. As a result, large Taiwanese firms were motivated 

to invest in China and were feasible to do that in 2001. The result was that large 

firms invested heavily in China. 

Regarding the relationship between firm-specific resources and corporate 

internationalization, Model Ⅳ in TTaabbllee  44..22  DD revealed that companies which spend 

more expenditure on research and development activities engage more in investing 

foreign assets than others. The results showed that the more corporate resources one 

company holds, the higher level of internationalization it facilitates. And this effect 
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is even stronger when considering the relationship between performance and 

firm-specific resources. The findings reflect the conclusion of Dunnind (1993), 

“resources, especially intangible assets, can motivate firms to expand into new 

geographic markets.” 

Resources and International product diversification. We found that firm sizes 

affect corporate horizontally related product diversification. The insignificant 

relationships of firm sizes on vertically related and on unrelated product 

diversification were unexpected. One possible reason is that, as mentioned in 

chapter Ⅱ, small domestic market size forces SMEs to pursue international markets 

earlier than product diversification, even when they were young. Singh et al. (2001) 

argued that firms in the early stages of their lives tend to engage in related product 

diversification. We can further conclude that this type of firms will not spend too 

many resources on unrelated product diversification. For these firms that do pursue 

unrelated product diversification, their strategic intents and other motivations may 

be the reasons of doing that.  

Internationalization and performance. The results suggest that the higher the 

ratio of foreign subsidiary sales to total firm sales or the ratio of foreign subsidiary 

assets to total firm assets, the worse the profitability at the corporate level. This is 

one of the critical findings of this research. One interpretation is that, more 

internationalization improves profitability, but the added costs of managing overseas 

subsidiaries resulting in reduced profitability. Another inference is that companies 

with higher level of internationalization tend to be skilled in avoiding taxation both 

legally and illegally. When they have more profits from internationalization, they 

can find ways to keep profits from the taxation of the Taiwanese government. Hence, 

the book profit of the headquarters in Taiwan would not reflect the whole effect of 
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internationalization. 

The other reason may be associated with the measurement of corporate 

internationalization. We used Foreign Sales Ratio (FSR), calculated as the ratio of 

foreign subsidiary sales to total firm sales, to measure internationalization. When 

the average performance level of subsidiaries were worse than that of the parent 

companies, the relationship between FSR and corporate performance would of 

course be negative. The other measurement “Foreign Assets Ratio (FAR)” has the 

same problem. 

Tallman and Li (1996), Geringer et al. (1989), and Grant et al. (1988) also used 

FSR as the measure of internationalization. Tallman and Li (1996) pointed out that 

although this measure may not be considered an absolute measure of international to 

domestic operations, it seems to be a good relative indicator, and has been widely 

used. However, this measure does not seem to be a good indicator for the sample of 

Taiwanese firms analyzed in this study. 

One of the commonly adopted measures of internationalization is “foreign 

sales as a percentage of total sales (FSTS)” (Horst, 1972；Siddharthan and Lall, 

1982；Yoshihara, 1985；Shaked, 1986；Grant, 1987；Grant, Jammine and Thomas, 

1988；Geringer, Beamish and daCosta, 1989；Collins, 1990；Jung, 1991；Tallman 

and Li, 1996；Geringer, Tallman and Olsen, 2000). FSTS reflects the "content" of 

value-added activities abroad or the overall level of overseas operations, and can be 

divided into two parts, namely the ratio of foreign subsidiary sales to total firm sales 

(FSR) and the ratio of export sales to total firm sales (Export Sales Ratio, ESR).  

Geringer, Tallman and Olsen (2000) examined the relationship of performance 

with product and international diversification for Japanese multinational firms from 
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1977 to 1993. They argued that Japanese firms have focused on global strategies 

characterized by large levels of export sales from the home company (Abegglen and 

Stalk, 1985；Bartlett and Ghoshal, 1989). Therefore, a measure of export intensity, 

rather than sales by overseas subsidiaries, may be more relevant than for western 

firms, because most Japanese firms invest abroad at an earlier stage of their life 

cycles (Bartlett and Ghoshal, 1989). Geringer et al. (2000) tested with FSR and ESR, 

and the results showed that the relationship of internationalization (proxied by FSR) 

and performance (in terms of ROS) were negative, while the relationship of 

internationalization (proxied by ESR) and performance (in terms of ROS) was 

positive.  

Taiwanese firms are smaller than Japanese MNCs and have to rely more 

heavily on export sales. Also, Taiwanese firms are younger in the process of 

internationalization than the firms in developed countries. According to the 

discussion above, ESR or FSTR seems to be a better measure in testing the 

relationship between internationalization and performance for Taiwanese firms in 

China. However, limitations associated with secondary data in this case, the data 

provided by the Statistics Department of the Ministry of Economic Affairs, make it 

impossible to conduct further analysis. This deficiency should be made up by future 

studies. 

International product diversification and performance. The relationship 

between product diversification and performance is still undetermined in the 

literatures. Dealing with the data in different years, this study also found mixed 

results. The results of the data in 1999 revealed negative effect of vertically related 

product diversification on performance. While testing the hypothesis in 2001, the 

result indicated that horizontally related product diversification leads to better 
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performance in comparison with no product diversification. On the contrary, firms 

pursuing unrelated product diversification seem to be low performers. 

The positive relationship between horizontally related product diversification 

and performance supports Rumelt (1974) ’s findings which suggest this type of 

product diversification is profitable. The findings are also in line with the findings 

of most studies. For example, Hill et al. (1992) also found that vertically related 

product diversification has no impact on firm profitability. The negative relationship 

of unrelated product diversification on performance was similar to the findings of 

Wernerfelt and Montgomery (1988), Hill and Snell. (1988) and etc.  

We propose that the different results for the data in 1999 and 2001 are due to 

evolutionary nature of international product diversification of Taiwanese firms in 

China. With increasing product diversification, its negative impact on corporate 

performance would be more significant. 

Moderating effect. Most of kinds of interactions of internationalization and 

product diversification have no impact on corporate performance. The finding 

suggests that the two types of growth strategies can be treated separately in 

evaluating impact on performance. We argue that most Taiwanese firms in China 

were definitely in the early stages of international product diversification and still 

could not enjoy the synergistic effect of internationalization and product 

diversification. It also implies more or less that the quality of the strategic 

leadership within international subsidiaries and the ability of headquarters to foster 

decentralization to subsidiary managers of Taiwanese firms remained limited 

(Ghoshal & Nohria, 1989 and 1993). 

44..44..22  SSuubbssiiddiiaarryy  LLeevveell  
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Resources and growth strategies. The positive relationship between subsidiary 

firm sizes and performance is also supported by Teece (1982) and Reed & Luffman 

(1986). They maintained that when a firm had excess capacity, it would consider 

adopting growth strategies to increase the efficiency of resource allocations. 

Regarding firm-specific resources, subsidiaries with more capital support by 

headquarters tend to be more conservative toward internationalization and/or 

product diversification. The interpretation is that capital investment is the basic and 

traditional way headquarters support their foreign subsidiaries. Headquarters that 

take subsidiaries in this way seem to be patriarchal-minded and the subsidiaries 

have little strategic autonomy and initiative. However, the insignificant relationship 

between intelligent property-based resources and performance is unexpected. One 

reason is that the average level of intelligent property or technical support by 

headquarters is still developing. The effect of this kind of intangible resources on 

subsidiary advantages and on the executions of growth strategies is far from 

expectation. 

Internationalization and performance. The insignificant relationship between 

inward internationalization and performance was unexpected. Because China is one 

of the most popular countries for foreign direct investment, foreign investors are 

attracted by the abundant natural resources and human capital in the country. The 

subsidiaries of Taiwanese firms in China also take advantages of these cost 

advantages. Additionally, the government in China encourages exporting and 

discourages importing, and this reduces the influence of inward internationalization 

on performance. 

Product diversification and performance. The result shows that product 

diversification in terms of reinvestment in China has positive impact on subsidiary 
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performance, while in terms of broader product lines than the parent company has 

no significant impact. Comparing the literature, which does not reach unambiguous 

condition, our finding was not surprising. An interpretation of the result is that, 

because the subsidiaries in China are in the early stages of foreign operation and 

their purposes are to exploit the factor advantages in China, they focus on existing 

products of their parent firms and may not have resources to move into new product 

lines.  

Moderating effect. In general, moderating effect of product diversification on 

the relationship between internationalization and performance in this research is not 

significant. One argument for the positive impact is that, with the increasing of 

international management, a firm can sell core products in foreign markets (i.e., 

exporting the economies of scope). The argument for the negative impact is that, 

with the increasing of internationalization, more product lines will complicate the 

management of international operation and then leads to poor performance. In this 

research, we are not able to tell which impact is stronger and whether product 

diversification does have a moderating effect. 
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