
CChhaapptteerr  VV：：CCoonncclluussiioonnss  aanndd  IImmpplliiccaattiioonnss  

Taking the context of Taiwanese firms investing in China, this research reviewed 

the literature on the relationships among internationalization, product diversification 

and performance at the corporate level (i.e., the parent firms) and subsidiary level. 

This study also built a research framework that links the relevant variables and 

developed hypotheses for testing. This chapter will conclude the study and propose 

theoretical and practical implications. Suggestions for future research will also be 

provided. 

55..11  CCoonncclluussiioonn  

The objectives of this study are firstly to make up the small sample deficiency of 

previous research by analyzing a large database maintained by the Ministry of 

Economic Affairs, Taiwan. Second, this study is to make up the deficiency of 

examining only MNCs from DCs in previous studies by taking the firms from NIEs of 

Asia as empirical subjects. Third, this study goes a step further by assessing the 

impact of various types of international product diversification on corporate 

performance. Forth, this study gains more insights by examining the relationships 

among internationalization, product diversification and performance at a foreign 

subsidiary level. Finally, this research hopes to provide Taiwanese firms with 

suggestions in internationalization and product diversification so that their resources 

can be utilized more efficiently. 

Based on literature on international business and strategic management, this 

study examines the relationships of performance with internationalization, product 

diversification and their interaction on Taiwanese manufacturing firms in 1999. 
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Analyzing the data of 920 Taiwanese firms in China reach the following conclusions： 

(1) A Taiwanese firm with more than 200 employees is able to exercise higher 

degree of corporate horizontally related international product diversification 

and outperforms those with fewer employees. 

(2) Subsidiaries with more than 200 employees tend to have more 

internationalization and product diversification activities, and tend to 

outperform those with fewer employees. 

(3) Internationalization and product diversification at the subsidiary level are 

positively related to subsidiary performance. 

However, the results did not show that internationalization and international 

product diversification at the corporate level are positively related to corporate 

performance. Besides, it did not support that product diversifications at both the 

corporate and subsidiary levels contribute significantly to the relationship between 

internationalization and performance. In other words, one type of growth strategy (i.e., 

product diversification) does not significantly change the relationship between 

another type of growth strategy (i.e., internationalization) and performance. 

This study also applied the same database of Taiwanese manufacturing firms in 

2001 to examine the relationships at the corporate level. More conclusions are 

reached through analyzing the data of 1032 Taiwanese firms in China in 2001. 

(1) A Taiwanese firm that spends more on research and development activities 

tends to engage in internationalization more likely. 

(2) A Taiwanese firm with more than 200 employees more tends to engage in 

internationalization and horizontally related international product 

diversification more likely, and outperform than SMEs. 
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(3) Horizontally related international product diversification at the corporate 

level is positively related to corporate performance. 

The hypotheses testing results at both the corporate and subsidiary levels are 

shown in Tables 5.1 A and 5.1 B. 
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【【TTaabbllee  55..11  AA】】：：TThhee  SSuummmmaarryy  ooff  tthhee  HHyyppootthheesseess  TTeessttiinngg  RReessuullttss  aatt  CCoorrppoorraattee  LLeevveell  

 Hypotheses 1999 Results 2001 Results 
1a There is a positive relationship between corporate

resources and corporate internationalization. RReejjeecctt  SSuuppppoorrtt  
 ——The ratio of foreign subsidiary sales to total sales Reject Support 

 ——The ratio of foreign subsidiary assets to total assets Insignificant Support 

2a There is a positive relationship between corporate
resources and corporate international product 
diversification. 

PPaarrttiiaallllyy  
SSuuppppoorrtt  

PPaarrttiiaallllyy  
SSuuppppoorrtt  

 ——Vertically Related product diversification Insignificant Support 

 ——Horizontally Related product diversification Support Support 

 ——Unrelated product diversification Insignificant Insignificant 

3a There is a positive relationship between corporate 
resources and corporate performance. SSuuppppoorrtt  SSuuppppoorrtt  

4a There is a positive relationship between corporate
internationalization and corporate performance. RReejjeecctt  RReejjeecctt  

 ——The ratio of foreign subsidiary sales to total sales Reject Reject 

 ——The ratio of foreign subsidiary assets to total assets Reject Insignificant 

5a There is a positive relationship between corporate 
international product diversification and corporate 
performance. 

IInnssiiggnniiffiiccaanntt  
PPaarrttiiaallllyy  
SSuuppppoorrtt  

 ——Vertically Related product diversification Reject Insignificant 

 ——Horizontally Related product diversification Insignificant Support 

 ——Unrelated product diversification Insignificant Reject 

6a Corporate international product diversification 
positively moderates the relationship between 
corporate internationalization and corporate
performance. 

PPaarrttiiaallllyy  
SSuuppppoorrtt  

IInnssiiggnniiffiiccaanntt  

 ——Moderating Effect A▲ Support Insignificant 

 ——Moderating Effect B▲▲ Insignificant Insignificant 

 ——Moderating Effect C▲▲▲ Insignificant Insignificant 

 ——Moderating Effect AA▼ Insignificant Insignificant 

 ——Moderating Effect BB▼▼ Insignificant Insignificant 

 ——Moderating Effect CC▼▼▼ Insignificant Insignificant 

Footnote：▲
：（Internationalization—Sales）×（International Product Diversification—Vertically Related）； 

▲▲
：（Internationalization—Sales）×（International Product Diversification—Horizontally Related）； 

▲▲▲
：（Internationalization—Sales）×（International Product Diversification——Unrelated）； 

▼
：（Internationalization—Assets）×（International Product Diversification—Vertically Related）； 

▼▼
：（Internationalization—Assets）×（International Product Diversification—Horizontally Related）； 

▼▼▼
：（Internationalization—Assets）×（International Product Diversification—Unrelated） 
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【Table 5.1 B】：The Summary of the Hypotheses Testing Results at Subsidiary Level 

 Hypotheses 1999 Results 2001 Results
1b There is a positive relationship between subsidiary

resources and subsidiary internationalization. 
SSuuppppoorrtt  NN..AA..  

 ——Inward Internationalization Support  
 ——Outward Internationalization Support  

2b There is a positive relationship between subsidiary
resources and subsidiary product diversification. 

SSuuppppoorrtt  SSuuppppoorrtt  

 ——Local Reinvestment Support Support 
 ——Broader Product Lines Support Support 

3b There is a positive relationship between subsidiary 
resources and subsidiary performance. 

SSuuppppoorrtt  SSuuppppoorrtt  

4b There is a positive relationship between subsidiary
internationalization and subsidiary performance. 

PPaarrttiiaallllyy  
SSuuppppoorrtt  

NN..AA..  

 ——Inward Internationalization Insignificant  
 ——Outward Internationalization Support  

5b There is a positive relationship between subsidiary 
international product diversification and subsidiary 
performance. 

PPaarrttiiaallllyy  
SSuuppppoorrtt SSuuppppoorrtt  

 ——Local Reinvestment Support Support 
 ——Broader Product Lines Insignificant Support 

6b Subsidiary international product diversification 
positively moderates the relationship between subsidiary
internationalization and subsidiary performance. 

IInnssiiggnniiffiiccaanntt  NN..AA..  

 ——Moderating Effect A▲ Insignificant  
 ——Moderating Effect B▲▲ Insignificant  
 ——Moderating Effect C▲▲▲ Insignificant  
 ——Moderating Effect D▲▲▲▲ Insignificant  

Footnote：1. N.A.：Not available. 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. 
2.▲：（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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This research has several contributions to the literature of international business 

and strategic management. First, this study has shown that internationalization and 

product diversification strategies affect performance at both the corporate and 

subsidiary levels for a sample of Taiwanese manufacturing firms. At the subsidiary 

level, especially, we found that the relationships among subsidiary internationalization, 

product diversification and performance are significantly positive. The empirical 

results reflect that the roles and the growth strategies of subsidiaries are becoming 

more and more important. The results suggest that headquarters should encourage 

subsidiaries in countries with larger market size to engage in internationalization and 

product diversification activities. Besides gaining more insights on the impact of 

internationalization and product diversification on performance, the findings of this 

research also contribute to the external validity of relevant theories developed for 

MNCs from DCs. 

Second, the study has shown that the performance effects in this study are not 

always consistent with the literature. This may due to the fact that Taiwanese firms 

represent a special case. Because of the differences in market size and endowments, 

the scale and scopes of operations of Taiwanese parent firms sometimes are smaller 

than those of their subsidiaries in China. 

Third, internationalization and product diversification both have impact on 

performance, which is not in contradictory with previous findings. However, we 

found that the impacts of the two are independent and the two do not have interaction 

effect. 

Fourth, the research also finds that horizontally related product diversification 

affects performance for large firms. Other types of product diversification exert no 
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impact on performance. 

Finally, this research has shown that to employ more employees in subsidiaries, 

to increase the ratio of foreign subsidiary sales to total firm sales, and to reinvest part 

of subsidiaries’ earnings in the local market in different businesses seem to be the best 

strategic choices if foreign subsidiaries are designed to pursue profits in a dynamic 

host market. 
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55..22  MMaannaaggeerriiaall  IImmpplliiccaattiioonnss  

The results have several implications for Taiwanese firms pursuing different 

performance objectives. International manager, especially those active in dynamic 

emerging markets, may also draw several lessons from this study. 

When setting up subsidiaries in countries with environments similar to China, 

firms are likely to achieve a higher-level financial performance by increasing the level 

of outward internationalization. And inward internationalization seems not to affect 

firm performance. Therefore, foreign companies establishing subsidiaries in emerging 

markets should export more products by taking advantages of the lower factor costs in 

a host country. 

Moreover, subsidiaries reinvest in different business from those of the parent 

company in a host country tends to enjoy higher-level profitability. Emerging markets 

are indeed presenting tremendous business opportunities in numerous industries 

boosted by huge market demands released from ideological governmental control. In 

this situation, subsidiaries that carry out either related or unrelated product 

diversification to their core home businesses perform better. 

In sum, when international competition becomes increasingly intense, 

internationalization and product diversification in host countries benefits more to 

firms and can mitigate the threats from global competition. It is a profitable strategy 

for headquarters to facilitate more outward internationalization and product 

diversification in subsidiaries in emerging markets. Headquarters can facilitate these 

two growth strategies (i.e., internationalization and product diversification), by 

allocating more tangible and intangible resources, transferring home competitive 

capabilities, and offering more decision autonomy to these subsidiaries (Birkinshaw, 
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1997). Furthermore, it is more important for these subsidiaries to source raw materials 

and other inputs locally than relying on imports. 
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55..33  SSuuggggeessttiioonnss  ffoorr  FFuuttuurree  RReesseeaarrcchh  

The study has several limitations that restrict its generalizability and, thus, we 

offer the following suggestions for future research. First, this study addressed the 

performance implications of internationalization, product diversification and their 

interactions by taking data of firms with only one foreign subsidiary. These 

performance effects may differ from those firms with more than one foreign 

subsidiaries. Because firms with more than one foreign subsidiaries have different 

strategic thinking and subsidiaries might be assigned for distinctive roles. This will 

affect the finding of this research. Future research should verify whether the key 

findings of this study also apply to firms with two or more foreign subsidiaries and 

their subsidiaries. 

Second, the focus of the study was in the context of Taiwanese firms and their 

subsidiaries in China. As a result, the research findings may not apply to other foreign 

firms operating in China or other subsidiaries of Taiwanese firms in other countries. It 

would be interesting to extend this study to other emerging or transitional economies 

and identify commonalities, distinctions, or other contingencies. 

Third, the corporate internationalization measure in this study, i.e., the ratio of 

foreign subsidiary sales to total firm sales, may not capture the complete variability 

caused by differences in foreign operations. Although the measure is well established 

in international business studies (Tallman and Li, 1996；Geringer et al., 1989；Grant et 

al., 1988), a measure of sales by overseas subsidiaries, rather than export intensity, 

may be more relevant for Euro-American firms than firms moving to international 

operations at an earlier stages in their international life-cycle (Bartlett and Ghoshal, 

1989).  
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Forth, to verify the empirical results, this study examined the data in 1999 and 

2001. We found that the results in 2001 are in line with those of 1999. However, to 

reflect the dynamic effect of independent variables, a comparative study examining 

two years far apart is suggested. 

Lastly, no objective variable was used to measure performance. The results 

would be more persuasive if subjective measures as well as financial indicators were 

included. The results and implications would be more robust and generalizable if such 

comparisons were made. 
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