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1. Introduction

Nowadays, with the strong development of globalization and internationalization,
businesses not only operate within their own national borders but also actively enter potential
foreign markets. Especially in Southeast Asia, the internationalization process has been
accelerating rapidly, creating many opportunities for businesses to grow and develop.

Many studies have been conducted to assess the impact of internationalization on firm
performance, especially in the context of Southeast Asia’s economy becoming one of the hot
spots for global economic development. Internationalization is believed to bring numerous
business opportunities, allowing firms to access new markets and leverage international business
prospects to maximize profits (Hitt et al., 2013; Rugman, 1979).

However, the question is whether internationalization brings the expected benefits and
positively impacts firm performance in all cases. The relationship between the degree of
internationalization and firm performance has been widely studied over the past 30 years,
resulting in diverse results. Some studies suggest a positive linear relationship (Barney, 1991),
whereas others indicate a negative linear relationship (Gomes & Ramaswamy, 1999). More
complex models, such as the U-shaped (Contractor et al., 2003) and the S-shaped (Lu &
Beamish, 2004) models, have been further proposed.

Previous studies have reached different conclusions about the relationship between the
degree of internationalization and firm performance, with most studies individually focusing on
firms in developed countries. However, the Southeast Asian region, comprising many emerging
economies and strong manufacturing firms, also plays an important role in the global economy.
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Additionally, most Southeast Asian countries are developing economies, with different
economic, political, and social conditions compared to developed countries. Therefore, an
empirical study focusing on manufacturing firms in this region is necessary to clarify the
relationship between internationalization and performance in the Southeast Asian economic
context. This will facilitate a better understanding of the internationalization strategies suitable
for the specific characteristics of manufacturing and exporting firms here.

Based on the above reasons, the author chose to research the topic “The impact of
internationalization on firm performance in Southeast Asian countries ”. This study focuses on
determining the relationship between the degree of internationalization and the performance of
manufacturing firms in the Southeast Asian region. On that basis, the author proposes some
managerial implications to help firms have an appropriate strategic orientation when
participating in the internationalization process.

2. Theoretical foundation and conceptual model
2.1. Product life cycle theory

Many scholars believe that Vernon’s (1966) product life cycle theory is very closely
related to and explains the theory of internationalization. According to Andersson (2004), based
on the product life cycle theory, the internationalization process of a business can be divided
into three stages.

The first stage is the new product stage, in which new products will be developed and
introduced to the domestic market first, but these products will soon be exported to other
advanced markets. Next is the stage of mature products. Here, thanks to market growth, high
competition, and product standardization, products will be repositioned in large foreign markets
and have better competitive advantages. Finally, the stage of product standardization appears
when the product reaches maturity and declines. At this point, production can be located in
developed countries and then returned to developed countries and other countries. The shift from
one stage to another of this theory provides two key advantages: knowledge and cost reduction.

2.2. Internationalization process theory

Being one of the first and most well-known theories of internationalization, the
“Internationalization Process” theory is also known as the “Stage Model” and the “Uppsala
Model”, studied by Johanson and Vahlne (2017). The basic structure of the model distinguishes
between the state aspect and the change aspect.

Figure 1
Uppsala Model
Market knowledge > Commitment decisions
STATE CHANGE
Market commitment p Current activities

Note. The data are from “The internationalization process of the firm - a model of knowledge development and
increasing foreign market commitments™ by J. Johanson, and J. E. Vahlne, 2017, In International business (pp.
145-154), Routledge
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The state aspect includes market knowledge and market commitment, in which market
commitment is influenced by two factors: the amount of resources committed (considered the
scale of investment in the market, including investment in marketing, human resources,
organization, etc.) and the level of commitment (understood as the difficulty in finding new
resources to replace current resources, the more special these resources are, the greater the level
of commitment). On the other hand, market knowledge is the level of assessment of the business
environment. This knowledge is considered a marketing method, research on customer
characteristics such as attitudes, preferences, perceptions, etc. The relationship between market
knowledge and market commitment lies in the fact that the greater the knowledge that a business
has about a market, the greater the value of its resources, and as a result, the company will create
a tighter commitment to the particular market (Johanson & Vahlne, 2017).

The change aspect includes current activities and commitment decisions. Current
activities will help businesses gain experience, thereby creating knowledge. Through that,
companies will recognize and identify opportunities that lead to market commitment. In
addition, commitment decisions are explained by determining the level of commitment and
market opportunities, which depend heavily on experience from activities.

In addition, Johanson and Vahlne (2017) also established four stages of the internationalization
process. In the first stage, businesses operate in the home market and do not engage in export activities.
In the next stage, companies begin to be interested in expanding their business activities across borders
by exporting through representatives or agents. The third stage involves binding resources in
international markets through the establishment of overseas sales branches, and further, the
construction of overseas manufacturing/production facilities in the final stage.

2.3. Network theory

Based on the Uppsala model, Network theory defines internationalization as the
development of business relationship networks in different countries through expansion,
penetration, and integration (Johanson & Mattson, 1988). Johanson and Mattson point out that
expansion here means investing in new networks with enterprises, while penetration means
enhancing the position and strengthening the resource ties in the networks in which the
enterprise already has a position. And finally, integration is the cooperation between national
networks. Therefore, if the relationship between enterprises is considered a network, it can be
said that enterprises participate in internationalization because other enterprises in the
international network also participate in this process.

Table 1
Network Theory
Degree of Internationalization of the market
Low High
Degree of Internationalization Low  The Early Starter The Late Starter
of the firm High The Lonely Starter The International among Others

Note. The data are from “Internationalization in industrial systems: A network approach” by J. Johanson, and L.-
G. Mattsson, 1988, In N. Hood & J.-E. VahlIne (Eds.), Strategies in global competition (pp. 303-321), Croom Helm

From the perspective of Network Theory, a firm’s internationalization strategy can be
classified based on three needs. First, minimizing the need for market knowledge. Second,
minimizing the need for adjustment. Third, taking advantage of the established network position
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(agent, consultant, etc.). For early internationalization firms, these requirements cause
significant pressure because these firms must be the ones to develop the network, and the cost
of overcoming problems and developing the necessary knowledge can be high. On the other
hand, for lonely internationalization firms, the pressure from external factors is likely to be lower
than for early internationalization firms, but the pressure from adjusting resources and
coordinating international activities is higher. In addition, for late internationalization firms, the
difficulties these firms face come from firms that have already been in the network, which will
hinder their penetration into international markets. But in some ways, customers and suppliers
will influence and “pull” them to the outside market. For those businesses that internationalize
with other businesses, the business network is now developed and competitive. As a result,
outsourcing is the best option for small businesses.

2.4. Consolidation theory (Eclectic model/OLI model)

Consolidation theory, also known as the eclectic model/OLI model, was developed by
John Dunning. Dunning’s perspective is based on the opportunities available in foreign markets.
The OLI model assumes that a company will conduct FDI activities when it has all three factors:
ownership advantage (O), internalization advantage (I), and location advantage (L). Ownership
advantage (O) is understood as the company owning distinct advantages in technology, patents,
inventions, brands, etc., compared to other companies. Location advantage (L) explains why a
country is more attractive than other countries, including all factors related to the investment-
receiving country, such as geographical location, market size, business environment,
infrastructure, institutional factors, etc. If a business owns a special product or production
process, FDI will be carried out to replace market transactions with internal transactions when
investors find that internal transactions will be less costly, safer, and more feasible than
transactions in the external market through export or licensing. That is the internalization
advantage (I). Accordingly, the focus of the theory is that push factors originate from advantages
(O) and (1), while (L) creates pull factors (Dunning, 1988). The core of the OLI model lies in
the factors O, L, and I. If the enterprise has advantages in O and I, along with more advantages
in L, the enterprise should choose the form of foreign investment. On the contrary, if the
enterprise owns advantages in O and | but does not have advantages in L or L, it is
disadvantageous, the domestic investment trend should be prioritized, and export activities will
take care of supplying the foreign market.

Figure 2
Research Model

Independent Variables: Dependent Variable:
Internationalization (DOI) Firm Performance (ROS)

: Control Variables:

| R&D expenditure

: Firm size

: Firm age

| Manager’s gender

| Manager’s experience
I Foreign ownership

e

Note. Authors’ proposal
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Particularly, Southeast Asia’s institutional contexts create conditions that can strengthen
or weaken the main theories of internationalization. For example, in the Product Life Cycle
Theory, the speed at which products move through different stages can be influenced by trade
agreements within the region and by how developed each country’s infrastructure is. In the
Uppsala Model, firms’ gradual learning and commitment decisions are often affected by
regulatory uncertainty and differences in governance quality, which are common among emerging
economies here. Network Theory highlights the importance of inter-firm relationships. In
Southeast Asia, the widespread use of informal networks and the value placed on trust can help
firms enter markets quickly but can also limit growth if networks are fragmented or shaped by
politics. Lastly, the OLI Model’s location advantages vary greatly across the region. Some
countries in the region (like Singapore) have stable institutions and provide investor-friendly
policies, while others face higher risks due to bureaucracy or changing regulations.

More recent research has reinforced the complexity of the relationship between
internationalization and firm performance, suggesting that it is non-linear. Contractor et al.
(2003), Rugman and Verbeke (2004), and Garcia-Garcia et al. (2017) have demonstrated that
while firms initially benefit from internationalization, they often face diminishing returns as
they expand into more diverse markets. These studies suggest an inverted U-shaped relationship,
where firm performance improves up to a certain point of internationalization but declines as
the firm becomes overextended. Moreover, Jung and Bansal (2009) have pointed out an inverted
U-shaped relationship between a firm’s performance and degree of internationalization. The
decline in performance at a higher degree of internationalization is attributed to the increased
costs and complexities of managing large-scale global operations, which include adapting to
varying regulatory environments and customer preferences.

This inverted U-shaped relationship is particularly relevant for manufacturing firms in
Southeast Asia, where diverse market conditions and regulatory frameworks create significant
challenges. As firms expand into more markets, they encounter rising operational costs, which
eventually outweigh the benefits of internationalization. This phenomenon, observed in recent
empirical studies, underscores the need for firms to strategically manage their international
expansion to avoid overextending their resources and capabilities. In this research, firm
performance is measured by Return on Sales (ROS), given that this indicator is not specifically
a strong measurement. However, ROS is relatively common among studies that utilized the
World Bank Enterprise Survey, as the dataset lacks information related to assets, equity, and
other financial indicators to measure performance better. Therefore, ROS is the only viable
measurement because of the availability of the firm’s total sales and total costs. Based on the
arguments just presented, the author hypothesizes that:

H1: The degree of internationalization has an inverted U-shaped relationship with the
performance of manufacturing firms

3. Research methodology
3.1. Information of the dataset

The study uses available secondary data sources conducted by World Bank enterprise
surveys. This dataset includes more than 125,000 enterprises in 139 countries worldwide,
providing over 100 indicators that describe the business environment. The objective of the
Enterprise Survey is to gain an understanding of what firms experience in the private sector,
whose subjects are business managers.
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In this study, data were collected from manufacturing firms in 05 Southeast Asian
countries, including Vietnam, Cambodia, Indonesia, the Philippines, and Singapore, in 2023.
This is to ensure representativeness and provide an updated perspective of the relationship
between the degree of internationalization and the performance of manufacturing firms in the
region.

Table 2
Summary and Definition of Variables

Variables Measurement

Dependent variable
Firm Performance (ROS) Profit to total revenue ratio

Independent variables
Degree of Internationalization (DOI) The ratio of international sales to total sales
Squared internationalization degree (DOI2) DOI?

Control variables

Firm size (SIZE) Take the natural logarithm of the total number of
employees

Firm age (AGE) Number of years of business operation from
establishment to 2023

Manager’s gender (GENDER) Dummy variable: takes the value of O if the

manager is female; takes the value of 1 if the
manager is male

Manager’s experience Number of years of management experience as
(EXPERIENCE) of 2023
Foreign Ownership (FOREIGN) The percentage of a firm’s capital owned by

foreign individuals, organizations, or companies

Research and development expenditure (R&D) The ratio of research and development
expenditure to total revenue of the firm.

Note. Authors’ compilation

3.2. Data analysis methods

In this research, the data analysis methods applied are descriptive statistics, Pearson
correlation, and Ordinary Least Squares (OLS) regression. Descriptive statistics are used to
summarize and describe the data, including key metrics such as mean, variance, and standard
deviation, as well as frequency and percentage frequency to describe categorical variables like
gender distribution. Pearson correlation is conducted to analyze the linear relationship between
the dependent variable and each independent variable, identifying statistically significant
associations. OLS regression is employed to model the relationship between the degree of
internationalization and the performance of manufacturing firms, using OLS to estimate the
parameters and analyze the impact of independent variables on the dependent variable.

OLS regression was selected because the dataset is cross-sectional, consisting of
observations from different firms at a single point in time (2023) rather than multiple time
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periods. Although the World Bank did provide panel data of firms that had been surveyed in
different years, the sample size is extremely limited compared to cross-sectional data.
Hierarchical or multilevel models are also less appropriate here, as the primary aim is to estimate
average relationships across firms within countries rather than to model nested structures (such
as firms nested within regions or industries). However, we are aware that cross-sectional designs
have limitations; specifically, they cannot capture dynamic changes or causal effects over time,
and the results may be influenced by unobserved firm characteristics in the same period. Given
the limitations of the dataset, we still find its best quality in terms of availability and size, and it
is appropriate to conduct research at the firm level among different Southeast Asian countries.

4. Results
4.1. Descriptive statistic results

After filtering out the invalid observations (e.g., data unavailability), the sample consists
of 370 observations of Cambodian firms, 544 observations of Indonesian firms, 405
observations of Philippine firms, 166 Singaporean firms, and 550 observations of Vietnamese
firms in 2023.

In Cambodia, the average firm performance, measured by Return on Sales (ROS), is
0.366 with a standard deviation of 0.296, ranging from -0.504 to 0.989. This suggests moderate
variability in ROS, with firms experiencing both negative and high levels of performance. The
average Degree of Internationalization (DOI) is 0.408, with a standard deviation of 0.464,
ranging from 0 to 1, indicating that, on average, about 40.8% of firm activities are international
on average, with some firms fully internationalized and others completely domestic. The
average R&D expenditure is 0.002 (approximately 0.2% of total revenue), with a standard
deviation of 0.008, ranging from 0 to 0.06, indicating minimal investment in R&D activities.
Firm size, measured by the natural logarithm of the number of employees, has an average of
2.774 with a standard deviation of 1.779, ranging from 1.099 to 9.393, showing substantial
variability in firm size. The average firm age is 10.759 years, with a standard deviation of 7.124,
ranging from 02 to 35 years. Managers’ experience averages 11.3 years, with a standard
deviation of 5.518, ranging from 02 to 35 years. Foreign ownership averages 1.695% with a
standard deviation of 8.209%, ranging from 0 to 100%, reflecting significant variability in
foreign investment.

In Indonesia, the average ROS of manufacturing firms is 0.158 with a high standard
deviation of 2.382, ranging from -32.302 to 1, indicating extreme variability and the presence of
both significant losses and high performance among firms. The DOI is 0.088 on average, with a
standard deviation of 0.202, ranging from 0 to 1, showing low international engagement across
firms. Average R&D expenditure is 0.004 (about 0.4% of total revenue), with a standard deviation
of 0.0356, ranging from 0 to 0.571. Firm size averages 2.925, with a standard deviation of 1.424,
ranging from 0.693 to 8.517, showing notable size differences. Firm age averages 20.261 years,
with a standard deviation of 13.118, ranging from 01 to 113 years. Managers’ experience averages
16.112 years, with a standard deviation of 9.936, ranging from 02 to 52 years. Foreign ownership
averages 2.243% with a standard deviation of 12.677%, ranging from 0 to 100%.

For the Philippines, the average ROS is 0.481 with a standard deviation of 0.501, ranging
from -6.103 to 1, indicating moderate to high variability in firm performance. The DOI is 0.133
on average, with a standard deviation of 0.304, ranging from 0 to 1, suggesting limited
internationalization among firms. R&D expenditure averages 0.013 (about 1.30% of total
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revenue), with a standard deviation of 0.092, ranging from 0 to 1. Firm size averages 4.316, with
a standard deviation of 1.251, ranging from 1.609 to 7.741, indicating relatively larger firms
compared to other countries. Firm age averages 24.104 years, with a standard deviation of
16.262, ranging from 01 to 111 years. Managers’ experience averages 20.286 years, with a
standard deviation of 12.832, ranging from 1 to 68 years. Foreign ownership averages 9.588%
with a standard deviation of 26.955%, ranging from 0 to 100%.

In the case of Singaporean manufacturing firms, the average ROS is 0.411 with a standard
deviation of 0.380, ranging from -2.812 to 0.988, indicating moderate variability in firm
performance. The DOI is 0.050 on average, with a standard deviation of 0.167, ranging from 0 to
1, reflecting very low internationalization for most firms. R&D expenditure averages 0.002 (about
0.2% of total revenue), with a standard deviation of 0.013, ranging from 0 to 0.167. Firm size
averages 3.042, with a standard deviation of 0.731, ranging from 1.609 to 5.298, indicating smaller
variability in firm size. Firm age averages 23.448 years, with a standard deviation of 14.807,
ranging from 2 to 50 years. Managers’ experience averages 22.23 years, with a standard deviation
of 12.006, ranging from 02 to 60 years. Foreign ownership averages 15.121% with a standard
deviation of 32.150%, ranging from 0 to 100%, reflecting significant variability.

Finally, for Vietnamese firms, the average ROS is 0.390 with a standard deviation of
1.586, ranging from -34.119 to 1, showing significant variability in firm performance. The DOI
is 0.173 on average, with a standard deviation of 0.261, ranging from 0 to 1, suggesting limited
international activities. R&D expenditure averages 0.003 (about 0.3% of total revenue), with a
standard deviation of 0.041, ranging from 0 to 0.94. Firm size averages 2.811, with a standard
deviation of 1.290, ranging from 1.099 to 9.308, showing variability in firm scale. Firm age
averages 15.058 years, with a standard deviation of 7.696, ranging from 01 to 63 years.
Managers’ experience averages 17.249 years, with a standard deviation of 7.813, ranging from
01 to 45 years. Foreign ownership averages 11.102% with a standard deviation of 30.253%,
ranging from 0 to 100%, indicating a wide range of foreign investment levels.

4.2. Ordinary least squares analysis

In the case of Cambodia, the regression results show a clear relationship between the
Degree of Internationalization (DOI) and firm performance. Both models (Cam1 and Cam2)
indicate that DOI is statistically significant, with coefficients of f = 0.31*** in Cam1 and p =
0.83*** in Cam2. However, in the second model (Cam2), the inclusion of the quadratic DOI
variable (DOI2) has a significant negative effect (f = -0.51***), indicating diminishing marginal
returns as firms become more internationalized. Firm size has a positive and significant impact
on firm performance in Cambodia. Both models show coefficients for firm size at f = 0.03***
and B = 0.02**, suggesting that larger manufacturing firms tend to perform better than smaller
ones. Other variables, such as the manager’s experience, the manager’s gender, R&D, and firm
age, are not statistically significant for manufacturing firms in Cambodia.

For Indonesia, the DOI variable is highly significant in both models, with a substantial
coefficient in Indo2 (B = 5.04***) compared to Indol (B = 1.60***). This suggests that
manufacturing firms in Indonesia gain significant advantages from expanding their international
operations. However, similar to Cambodia, the quadratic DOI variable (DOI2) has a negative
and significant effect at B = -4.18***, indicating diminishing returns at a higher degree of
internationalization. In addition, the manager’s gender has a positive and significant impact on
firm performance in Indonesia. Both models show coefficients for the manager’s gender at § =
0.73***, suggesting that manufacturing firms managed by men tend to achieve higher
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performance. However, R&D expenditure does not have a significant impact on firm
performance in Indonesia, indicating that scale is not a major determining factor. Other variables
such as managers’ experience, managers’ gender, firm size, and firm age also do not show
significant effects, suggesting these factors do not play a major role in the performance of
manufacturing firms in Indonesia.

In the Philippines, the impact of internationalization on firm performance is less
straightforward. The first model (Phill) shows no significant effect of DOI on performance,
while in the second model (Phil2), DOI becomes significant (B = 1.59**%*), suggesting that
internationalization only benefits manufacturing firms under certain conditions. However, the
quadratic DOI variable (DOI2) is negative and significant ( = -1.57***), reflecting the trend of
diminishing returns as the degree of internationalization increases. Firm size has a consistent
and positive impact on firm performance in the Philippines, with coefficients of f = 0.04** in
both models, indicating that larger firms tend to perform better than smaller ones. Other
variables, such as R&D expenditure, manager’s experience, manager’s gender, and firm age,
are not statistically significant in the case of manufacturing firms in the Philippines.

For Singapore, internationalization does not appear to have a significant influence on firm
performance, as the DOI variable is not significant in either model (Singl or Sing2). Similarly,
with the variable DOI2, although the result B has a negative value, it is not significant for the
square of DOI. However, firm size is a key determinant of firm performance in Singapore, with
highly significant coefficients in both models (B = 0.13***). Larger manufacturing firms
consistently outperform smaller ones, likely due to better resource access and economies of scale.
Firm age is also significant in the first model (B = 0.008***), indicating that older firms tend to
perform better, possibly due to accumulated market experience. Interestingly, managers’
experience has a negative and significant impact on performance ( = -0.007*** in both models),
suggesting that greater experience may hinder adaptability to new market conditions or innovative
practices. R&D expenditure, manager’s gender, and foreign ownership do not have significant
effects on firm performance for manufacturing firms in Singapore.

Vietnam presents a strong case for the positive relationship between
internationalization and firm performance. In both models, DOI is highly significant (Vietl:
B = 1.54*%** Viet2: B = 3.38***), indicating that manufacturing firms in Vietnam benefit
greatly from international expansion. However, the quadratic DOI variable (DOI2) shows a
significant negative effect (f = -2.49***) in the second model, reflecting diminishing returns
at a higher degree of internationalization, similar to the patterns observed in other countries.
Firm size is also an important factor in Vietnam, with significant and positive coefficients in
both models (Vietl: f = 0.19%** Viet2: f = 0.14**), indicating that larger firms have a clear
advantage in terms of firm performance. Firm age is significant in the second model
(B = 0.016*), indicating that older firms tend to perform better. However, foreign ownership
has a weakly significant negative effect (B = -0.008%*), suggesting potential challenges that
foreign-owned manufacturing firms may face in the Vietnamese market. Finally, R&D
expenditure, manager’s gender, and manager’s experience do not have significant effects on
firm performance for manufacturing firms in Vietnam.

To ensure the robustness of the OLS regression results, we examined whether there was
heteroscedasticity by using the Breusch-Pagan test, and the results did not indicate significant
heteroscedasticity (p > 0.05). Multicollinearity was evaluated by calculating Variance Inflation
Factors, all of which were below 5, suggesting no serious multicollinearity concerns.
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Table 3
Ordinary Least Squares Analysis Results

Variable Caml Cam2 Indol Indo2 Phill  Phil2 Singl Sing2 Vietl  Viet2

DOl 0.31*** 0.83*** 1.60*** 5.04*** 0.12 1.59***  0.008 0.55  1.54*** 3.38***
DOI2 -0.51%** -4.18*** -1.57%** -0.70 -2.49%**
R&D 1.24 1.36 0.71 1.14 0.13 0.16 0.66 0.60 0.13 -0.02
Size 0.03*** 0.02***  0.02 0.01 0.04** 0.04** 0.13*** 0.13*** 0.19*** 0.14**
Age 0.003 0.003 0.001 0.001 -0.002 -0.003* 0.008*** 0.008*** 0.015 0.016*
Gender -0.02  -0.02 0.73*** 0.73*** 0.006 -0.004 -0.07 -0.07 -0.08 -0.10
Experience 0.003 0.003 -0.006 -0.007 -0.0006 -0.0007 -0.007*** -0.007*** -0.011 -0.011
Foreign ~ 0.002 0.002 0.003 0.004 0.002 0.002 0.001 0.001 -0.008* -0.003

_cons  0.11*** 0.10*** -0.50* -0.59* 0.33*** 0.34*** 0.03 0.01 -0.29  -0.28
R2 0.33 0.34 0.04 0.05 0.02 0.05 0.21 0.22 0.07 0.08
Obs 370 544 376 165 550

Note. Stata result (2024)
4.3. Discussions

Visibly, the regression results differ Singapore from other Southeast Asian countries. One
possible explanation for the differences observed between countries like Singapore and Vietnam
relates to their distinct economic and institutional environments. Singapore has a highly
developed, globally integrated economy with strong regulatory frameworks and advanced
infrastructure, and was ranked second in ease of doing business (World Bank, 2020). These factors
may reduce the marginal benefits of further internationalization because firms are already deeply
embedded in international markets and benefit less from additional expansion (Rugman &
Verbeke, 2004). In contrast, Vietnam is a rapidly developing economy where internationalization
can create significant new opportunities, such as access to advanced technologies, foreign
customers, and external financing (Luo & Tung, 2007). Cultural factors may also play a role;
Vietnamese firms often pursue aggressive growth strategies to catch up with regional competitors
(Nguyen & Aoyama, 2013), while Singaporean firms may adopt more conservative approaches
due to market maturity. Moreover, policy initiatives to promote exports and attract foreign
investment have been more pronounced in Vietnam in recent years after Covid-19, potentially
amplifying the positive impact of internationalization on firm performance.

Despite efforts, this study has limitations that should be addressed. First, because the
data is cross-sectional, the analysis captures associations at a single point in time rather than
changes or trends over an extended period. Future studies could address this limitation by
employing longitudinal or panel data to better understand how internationalization strategies
impact firm outcomes over time. Additionally, while the World Bank Enterprise Survey
provides a rich dataset, it may not include all relevant variables, such as detailed measures of
innovation capability or market competitiveness, which could also affect firm performance.
Therefore, authors from Southeast Asian countries could collaborate to combine data from their
respective countries where they know best, which may gather more insights and information to
measure variables regardless of geographic limitations.
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5. Managerial implications

The findings from this study highlight several important implications for manufacturing
firms from five Southeast Asian countries, including Cambodia, Indonesia, the Philippines,
Singapore, and Vietnam, regarding the relationship between internationalization and firm
performance. These implications can guide managers and policymakers in developing strategies
to enhance competitiveness in the context of global markets.

First, this study shows that the impact of internationalization on firm performance is an
inverted U-shape relationship for manufacturing firms in Southeast Asian countries. Therefore,
firms should determine their optimal degree of internationalization by calculating the turning
point to maximize performance. Firms should carefully study the appropriate degree of
internationalization to achieve the highest efficiency while avoiding overexpansion.
Overexpansion can lead to reduced performance due to increased management complexity,
higher operational costs, and resource strain.

Second, manufacturing firms need to control and manage their internationalization pace
effectively. The pace of internationalization should be adjusted appropriately to align with the
firm’s resources and capabilities. Firms should evaluate their management capabilities and
financial strength carefully when entering new international markets. Before expanding
internationally, firms should conduct internal reviews of their financial, human, and
technological capabilities to ensure that they have the capacity to support the expansion plan.

Third, to control the internationalization process, firms should develop a system to
monitor and evaluate the effectiveness of their international activities periodically. Regular
assessment allows firms to promptly adjust their strategies, ensuring their internationalization
efforts align with their goals and operational capacities. Specifically, firms should develop
key performance indicators (KPIs) to measure the success of internationalization activities,
such as international revenue, operating costs, and customer satisfaction through international
customer feedback.

Fourth, firms should adopt a long-term perspective when planning internationalization
to prioritize long-term performance. Specifically, firms can implement internationalization
strategies in stages, starting from less complex markets and gradually expanding to more
competitive markets. Furthermore, firms should focus on continuous innovation, exploring new
technologies through R&D activities. In addition to expansion, companies can create training
programs for international managers to gain knowledge of local cultures, markets, and regional
consumer trends.

Finally, building and maintaining strategic partnerships plays a pivotal role in enhancing
a firm’s internationalization process. Firms should focus on establishing collaborations with
local and international partners, including suppliers, distributors, and even governmental bodies,
to mitigate market entry barriers, reduce operational risks, and gain local insights. Strategic
partnerships can also help firms share the costs and risks associated with entering new markets.
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