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Abstract
In the last 50 years the debate on the development of international business remained
unsettled, especially that concerning the establishment of multinational firms from
developing countries. Using the Ownership Locational Internalization (OLI) Model this
paper examined the formation of multinational firms from ASEAN countries. We found
positive similarities in the advancement of the firm’s specific ownership advantages such as
skills, management know-how, R&D and technological capabilities. Unlike the firms from
developed countries, the firms from developing countries adopted local elements in their
products and services.
Keywords: Multinational firms, ownership locational internalization, newly industralized
countries, less developed countries.
Introduction
Multinational firms once seen as the product of the advanced industrial nations are now
found arising in so-called newly industrialized countries (NICs) and the less developed
countries (LDCs). Evidence of this can be found in the Fortune Annual Survey of The
500 Largest Industrial Corporations (Fortune, 2015). While the geographical origins
have changed, the characteristics of the international business operations have remained
unchanged. Most typical is the nature and size of their sales. The sales recorded by some
multinational corporations can go into billions of US dollars, often far more than the gross
national products attained by some countries. Table 7 shows the list of the global biggest
corporations for 2015. For example, the sales recorded by Wal-Mart Stores for the year
2015 was USD 483 billion (Fortune, 2015).
This sum does not come from a single activity or production of a single product but comes
from a wide range of operations. This multi-product approach and the development of new
products is a new phenomenon of multinational firms. It contrasts with the traditional single
product company usually extracting raw materials to supply the parent company. A good
example of this diversified multinational is Samsung whose its recorded sales were USD
308 billion in 2014 (Fortune, 2015). Samsung produces electronic and electrical equipment
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and accessories. In the case of ASEAN multinationals, Sampoerna, Sime Darby and Siam
Cement are among the significant competitors in the global markets even for fairly technical
non-labor intensive products and services (Nikkei, 2016).
Nevertheless, much of the analysis and debate over the impact of the multinational
corporations remain mostly theoretical, as there are relatively few empirical studies on
the impact of the multinational corporations on a particular regional economy. One of the
reasons for this is the absence of adequate theoretical understanding of the framework of
multinational corporations (Mohamad & Mohamad Hanapi, 2012). The aim of this paper
is to highlight the contribution of the multinational corporations on regional trade and the
economic development of ASEAN. In particular, our main focus in this paper is to examine
whether the upsurge in trade holds good in explaining the types of international market
entry and the development methods currently being undertaken by firms in ASEAN. This
paper also attempts to identify the pattern of international involvement of the ASEAN firms
in the future given the recurring complexity and dynamism of international business. This
paper is organized into five sections. Section two analyses in general some salient features
and performances of the world trade and the ASEAN corporate performances. Section
three highlights the internal organization and corporate entity of multinational firms. The
main objective of this section is to present the current thinking concerning the theoretical
explanation of the multinational firm. Section four provides a detailed description of the
investigation. Finally, section five provides the conclusion of the paper.
World Trade and ASEAN Economy
Historically, international business activity initially took the form of exporting and importing.
Exporting is the selling of products made in one’s own country for use or resale in another
country. Importing is the buying of products made in other countries for use or resale in
one’s own country. Table 1.0 presents a number of comparisons between international trade
flows during the post-World War II period and those that have been occurring most recently.
For instance, world trade flows were recorded at USD 62 billion in 1948 and maintained a
fairly progressive growth in their aggregate trade flows up until the 1970s. By 1983, world
trade flows were USD 594 billion and by 2014, world trade recorded USD 18494 billion.
The United States in particular was as the major player in international trade but China took
over as the main exporter in 2014 having a share of 12.3 % of the world total export. While
the US was still dominating as the world importer, China had increased her share of the
world total import to 10.3 % (WTO, 2015).
Another interesting feature of the global trade is the expanding volume of trade in various
highly aggregated industrial sectors. The huge shift in the composition of trade in the 1980s
was toward manufacturing goods and in the 1990s toward minerals and away from other
industries. Trade in minerals accounted for about 17 % of the total trade in the 1980s,
but for about 30 % of the total trade in the 1990s, after the two major OPEC price hikes.
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Manufacturing decreased from about 61 % of the total exports in 1970 to about 55 % of the
total export in 1980. The original relationship was re-established approximately in 1985 due
to the oil price decline, and it continues until present (WTO, 2015).
The second major form of international business activity is international investments.
International investment is movement of capital which is supplied by the residents of
one country to residents of another country. This type of investment is divided into two
major categories (Mohamad & Mohamad Hanapi, 2012). The first type is foreign direct
investment (FDI). Foreign direct investment is investment made for the purpose of actively
controlling property, assets, or companies located in host countries. The stock of foreign
direct investment stood at USD 1.23 trillion in 2014 (UNCTAD, 2015). Traditionally,
the United States accounted for about half of the total investment during the period after
World War II, however, the total investment declined to less than 40 % by 1983. After
rebuilding their economies from war damage, both German and Japanese firms showed the
most rapid growth in FDI during the post-war period. In fact, both of the traditional powers
of the early 20th century, the United States and the United Kingdom, shown a decline in
their shares of global FDI, though firms from both countries continue to invest abroad and
their FDI shares still lead compared to those of other countries. FDI undertaken by less
developed countries accounted for less than 10 % of the total investment reported during the
period. In terms of major economic areas, the industrialized countries dominate world trade,
accounting for about 68 % of the world trade in recent years. Details of trade on a regional
basis are provided in Tables 2 and 3. These tables also show the relative importance of the
European Union, the United States and Japan in terms of both imports and exports. Among
the developing countries the tables show that Asia accounts for well over one-half of their
imports and exports, while the Western Hemisphere and the Middle East each account for
15 % or less of developing country trade.
In the case of the Association of Southeast Asian Nations (ASEAN) which has a population
of about 500 million people, the transformation of global trade which had occurred in the
developed countries over the decades, also had considerable impact on their economies. As
ASEAN is moving towards a comprehensive single market by 2020, ASEAN countries have
been restructuring their economies by adopting economic policies that have fostered exports
and inward foreign investment. The fluctuation in commodity prices and the expanding
markets of the United States and the European Union compelled the ASEAN countries that
had been dependent on those products for export revenue, to promote more diversity in their
economic structure. Structural change has transformed their economic profiles from being
exporters of agricultural commodities and unprocessed goods to become exporters of light
manufactured goods. Besides, Northeast Asian investment has contributed to Southeast
Asia is rapid growth in order to take advantage of its large supply of cheap labour to
manufacture goods. The ASEAN economies of Singapore, Malaysia, Thailand, Philippines
and Indonesia have benefited most. Table 4.0 and Table 5.0 provide data on the total trade
of the ASEAN countries. Total trade for ASEAN was recorded at USD 2523 billion while
the flow of capital stock was 2.8 % of the total foreign direct investment flow (UNCTAD,
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2015) In Malaysia, inflows of foreign direct investment have contributed around 20 % of
gross domestic capital formation and provided access to improved technological production
and export markets.
Economic growth in Southeast Asia is projected to grow moderately at 6% throughout this
decade (WTO, 2015). The Philippines has surpassed the difficult years of the 1980s and
1990s in the process of attaining modest economic recovery (WTO, 2015). The peaceful
presidential election will rebuild the people’s confidence in political stability and effective
economic management. Foreign investment will pour in to take advantage of cheap labour.
The structural reforms implemented in recent years and the lifting of the import levy should
also help to stimulate the economy. However, the success of the economic recovery will also
be heavily dependent upon improvement on the shortage of electricity and other physical
infrastructure. Therefore, once the government is able to overcome these constraints,
continuous rapid growth is expected to take place in the next decade.
If there is no further major political crisis, the growth momentum of Thailand is expected to
be maintained over the next few years though at lower rates than in the previous years. The
major stimulus to growth will continue to come from the export of goods and services along
with an increase in private and public investment in transportation and communications.
However, the shortage of skilled workers coupled with the infrastructural bottlenecks
could adversely affect the inflow of foreign investment and could exert upward pressure on
inflation.
In Malaysia, economic growth continued to register positive growth. Domestic demand
has become a more important force in the economy as incomes rise gradually. New inflows
of foreign direct investment may be achieved by measures such as special levy on foreign
workers in key economic sectors and the implementation of good and service tax.
The prospect for Singapore is economy remains bright with an average growth of 4.5 % and
the manufacturing and service sectors, namely the financial business will remain as major
contributors to the rapid growth. In the case of Indonesia, the country is potential growth
prospect for future years also remain bright. The worries of the 2015 national elections are
over and the government is now seriously concentrating on improving the management
of the economy. Contribution from the non-oil sector should remain the major source of
growth.
Several factors have contributed to the growth of international business: market expansion,
resource acquisition, competitive forces, technological changes, and changes in government
trade and investment policies. Market expansion is the most significant catalyst for
international business growth. As the productive capacities of firms’ factories outgrow
the size of their home markets, firms often internationalize their operations to seek new
marketing opportunities. In many smaller market economies, such as Singapore, Switzerland
and Netherlands, firms quickly recognize that they had to look beyond national boundaries
if they were to continue to grow. The home country market is too small. Nestle started
shipping milk to 16 different countries from as early as 1875.
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Competitive forces also spur growth in international business activity. Because of the
economies of scale and the financial strength that comes with larger organizational size,
smaller firms often have difficulty competing with larger ones. Thus, when a firm’s
competitors begin to grow by expanding into new foreign markets, the other firms may have
little choice but to follow suit. For example in the late 1990s, Heinz, a US food processing
firm, decided to increase its international presence because the company felt the need to
keep up with its primary competitors such Nestle, Kellogg and Philip Morris by setting up
operations in several foreign markets.
Technological changes- particularly in communications, transportation, and information
processing- are other important drivers of growth in international business activities. The
increasing usage of computers to rapidly handle and process vast quantities of information
allows firms to manage offices and factories located in every corner of the globe. Changes in
communications technology, such as the manager in a Tokyo office will be able to receive
reports from colleagues in Amsterdam, Abidjan, and Auckland in minutes rather than days.
These advanced technological equipment make managing a business far easier today than
in the past and hence have facilitated expansion into international, markets.
Finally, changes in government trade and investment policies have expanded growth
opportunities for international businesses. Economic liberalization measures in many
countries in the region saw the structural changes in their economies. In the past 40 years,
countries have negotiated reductions in import tariffs and eliminated barriers to FDI within
their borders. Many of the reductions were negotiated through World Trade Organization
(WTO) agreements and more recently the Trans Pan Pacific Agreement (TPPA) and many
other multilateral trade negotiations. To date many of the international trade discussions
had been turned into agreements which consequently saw the expansion of international
businesses which have become more important to the world’s economy.
International Market Entry and Development Mode
In the last 40 years, starting from the seminal thesis of Stephen Hymer (1976), there have been
great advances in understanding the economics of the multinational enterprises. However,
the general theory on the formation of multinational corporations remains unsettled. The
theories on the development of multinational corporations cover three broad areas: the
ownership advantage paradigm, the location advantage model and the internalization of
imperfect market paradigm. Among the remarkable contributiors to the field were Vernon
(1966), Kindleberger (1969), Caves (1971 and 1974), Dunning (1980), and Buckley and
Casson (1976). The general preposition originating from the work of these authors (Hymer,
1976, & Kindleberger, 1969) was that companies must possess some form of quasimonopolistic advantage in order to compete in an overseas market against domestic firms
possessing local knowledge and the advantages of local nationality. On the other hand,
Caves (1971) and Dunning (1980) drew attention to the nature of what is now called the
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ownership-specific or firm-specific advantages of foreign enterprises, such as technology
and marketing skills, organization and production management, financial variables, size and
oligopolistic behavior as the tools that enable firms to operate in the international markets.
In the case of multinational firms originating from developing countries, studies on
technology exports by Diaz Alejandro, Lecrew and Wells were of significant importance
(Lall, 1976). These studies were conducted to investigate the nature of the third world
multinationals (Lall, 1976). These studies though did not explicitly focus on the process
of the domestic technological development which underlies technology export or which
links up to the general idea of international technology flows, were able to distinguish the
nature of technology transfers from developing countries. In essence, these studies were
able to address the inappropriateness of the developing countries to continuously become
passive buyers of inappropriate technology from the west, hence, ensuring the need to have
South-South technological co-operation in light of the growing multilateral trade among
developing countries.
Westphall (1979) gave insight of the South Korean experiences which stressed on the
new mechanism and perspective in promoting international business. These insights
demonstrated how learning processes which occur in highly dynamic outward-looking
economy will enabled transformation of economic policies thereby giving rise to different
revealed comparative advantage that a country can enjoy and allowing the country to
increase the extensive use of the export components.
In choosing a mode of entry, Dunning’s eclectic theory (1980) suggests that the factors that
affect the choice among the entry modes is the extent of a firm’s possessing ownershipspecific advantages, location advantages or internalization advantages. These advantages
must be considered within the whole context of the firm’s needing to have full control
of the operation, the availability of factor resources and the overall firm’s global strategy.
Ownership advantage refers to resources owned by a firm that grant it a competitive advantage
over its industry rival (Mohamad & Mohamad Hanapi 2012). These firm-specific ownership
advantages may be tangible or intangible. For example, the ownership by Toronto-based
Inco Ltd., of rich nickel-bearing ores has allowed the firm to dominate the production of
both primary nickel and nickel-based metal alloys. Assuming that local firms know about
their home turf than foreigners do, a foreign firm contemplating entry into a new market
should possess some ownership advantage in order to overcome the information advantage
of local firms. The nature of the firm’s ownership advantage also affects the selection of the
entry mode. Embedded technology, for example, can best be transferred through an equity
mode, while a simple technology is perhaps more suitable compared to a licensing mode.
Location advantages are another factor that affects the desirability of host country production
relative to home country production. Firms routinely compare economic and non-economic
characteristics of the home market with those of the foreign market in determining where to
locate their production facilities. If home country production is found to be more desirable
than host country production, the firm will choose to enter the host country market via
exporting. For example, Siam Cement, one of the world’s lowest-cost producers, has relied
36
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on exports from its modern Thailand factories to serve the Cambodian, Vietnam and Laotian
markets rather than setting up production facilities in those countries (WTO, 2015).
The desirability of home country versus host country production is affected by many factors.
Relative wage rates and land acquisition costs in the countries are important considerations,
but firms may also consider surplus or unused capacity in existing factories, usage of R&D
facilities, logistical requirements, the needs of consumers, and the additional administrative
costs of managing a foreign facility. Government policies can also have a major influence
on production location. For example, high tariff walls, like those imposed by Argentina and
Brazil in the 1970s and early 1980s, discourage exporting and encourage local production,
while high corporate taxes may inhibit local production. Location advantages may also
be culture-bond. For example, locating a factory in China is much easier for an overseas
Chinese manufacturer than for a Spanish firm because of the former better understands
Chinese culture and social norms. Internalization advantages are those factors that affect the
desirability of a firm producing goods or service itself rather than contracting a local host
country firm to produce the product. The amount of transaction costs (cost of negotiating,
monitoring, and enforcing an agreement) is critical to this decision. If contracts are difficult
to negotiate, monitor and enforce, the firm may rely on FDI and joint ventures as entry
modes. If transaction costs are low and the firm believes local firms can more efficiently
produce the goods or service without jeopardizing its interest, the firm may use franchising
and licensing as entry modes. In deciding the optimum method of international operation,
the firm must consider both the nature of the ownership advantage it possesses and its ability
to ensure productive and harmonious working relations with any local firm with which it
does business.
The factors that may have influence the choice should begin with a cursory analysis of the
general variables of the host country, including total and per capita GNP, mortality rates,
and population figures. Other factors that might influence MNC to go international include
marketing factors, for example market size, growth, desire to maintain share of the market,
need to maintain close customer contract, dissatisfaction with existing market arrangements,
export base, and the desire to follow customers and competition. Barriers to trade, for
example government-erected barriers to trade, and preference of local customers for local
products may also contribute to the choice of international operations. Others may include
cost factors, for example the desire to be near the source of supply, availability of labor,
raw materials and technology, lower labor and transport costs. Other factors associated with
investment climate one the general attitude toward foreign investment, political stability,
limitation of ownership, and familiarity with the host country.
The Profile of Selected Companies and Industries
As noted in the previous section, the major criterion for a firm to be established as a
multinational corporation is the presence of the ownership-specific advantages within the
37
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firm. It has been suggested that the kind of factors which have been found to link with the
ownership-specific advantages are skills, managerial complexity, capital intensity, technical
intensity and innovative capability (Mohamad, 2012). It is further observed that these factors
which are seen to cause the formation of the multinational corporations are commonly found
to be the outcome of the firms’ structure, conduct and performance within the industry.
There are a variety of methods of classifying international business arrangements. Among
the common practices is the distinction between market-servicing methods in terms of risk
and control, progressing from export modes through the range of contractual modes such
as licensing, to direct investment production modes. This section reports the profile of the
firms and industries and the mode of entry into international operations in ASEAN.
From our qualitative surveys and analyses of the macro-economic conditions of ASEAN
countries we found that there are similarities in the characteristics of the method of
internationalization among ASEAN firms. These characteristics were found to be the existence
of high firms and industrial concentration in terms of one aspect of internationalization
mode as compared to the other. Internationalization is prevalent in that exporting is more
preferable as compared to licensing or franchising though there are resembles of jointventure activities. Exporting is generally recognized as being the least-risk method of
internationalization and, as such, normally represents the beginning of the international
operation of a firm. It was estimated that in 2015 a total value of USD 2512 billion was in
the form of merchandise trade among ASEAN member countries (Table 4). Of this figure,
USD 1295 billion was in the form of export and the rest was import. The explanation for the
reason why export was more preferable to the ASEAN firms may be viewed from several
economic perspectives. Unlike multinational corporations from developed countries where
their strengths were in their resources and usage of capital-intensive technology, the firms
from developing countries were smaller, used labor-intensive technology and produced
unbranded low R & D, low quality products that competed on the basis of price in developing
countries. However, these embedded characteristics of the developing countries firms
may not be that strong to offset the possibilities of additional costs of operating on shores
but significantly capable of competing through offshore operations. Hence, the choice of
internationalization of the firms in the developing countries now rest in the form of exports.
The other two modes of internationalization such as licensing and franchising seem to be
obscure and of no significance to the ASEAN firms. There is an obvious explanation for
the absence of such methodologies. The industry which is characterized with high licensing
activities is normally associated with the type of industry that produces consumer products
which undergo tremendous amount of research and development activities. One of the
common types is the pharmaceutical industry. In developed countries, pharmaceutical firms
routinely use licensing as their entry mode. One of the specific features of this industry is
that the product is patented in view of the unique medical properties and the requirement for
good distribution of local networks. Obtaining either is an expensive venture. Researching,
developing, and testing a new wonder drug can cost several hundred million dollars, while
distribution networks must be large to be effective. Many such firms prefer to forgo the
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expensive and time-consuming process of setting up overseas production facilities and
foreign distribution networks. Instead they grant existing local firms the right to manufacture
and distribute the patented drug in return for royalty payments.
Perhaps the other mode of internationalization of ASEAN firms which is gaining momentum
and may become the significant channel of international operation in the future is foreign
direct investment. It is noted that foreign direct investment by member countries of
ASEAN is growing rapidly, initially at lower rates but progressing rapidly in current years.
Another interesting feature of foreign direct investment is the growing concern among
member countries to invest within the ASEAN region besides the traditional countries of
the developed nations. One important strand comes from this operation. At first glance,
developing countries’ multinational corporations do not possess proprietary skills or
knowledge in management, technology or marketing skill comparable to their counterparts
from the developed countries. The products of the developing countries’ multinational
corporations do not compete directly against those of other multinational corporations but
are specifically directed to home countries and other countries within the economic realm
of the parent companies. This is so because developing countries’ firms do not have access
to the latest technology, the large amount of capital or expertise necessary for large-scale,
capital-intensive technology and hence must be able to introduce appropriate products
suitable to such markets. Therefore the suitability of developing countries’ foreign direct
investment rests on the ability of the firm to produce goods or joint-venture projects at lower
cost, or on the ability to operate on a smaller scale with simpler applications and usage of
flexible technologies.
As for regional and individual member country analyses, some important dimensions can
be observed in Table 4 and Table 5. Most ASEAN exports are directed outside the region.
The US, Japan and the European Union (EU) have been the traditional markets. More
recently, the destination of exports has become more broad-based with the inclusion of
other developing countries. These countries will remain important new markets. This is
evident from the fact that exports to China have grown double the total exports from 1990
to 2015 and so do the exports to Singapore, Taiwan and the Middle East countries.
The other change in ASEAN’s trade pattern is the emergence of the ASEAN market itself.
For many years, exports to the rest of the world grew at a rate much faster than that of
intra-ASEAN exports, which reflected a low level of economic integration among ASEAN
members despite their geographic proximity. From 2003 to 2013 (Table 4) intra-ASEAN
trade grew at a steady pace with an average growth of 7.6 % with the rest of the world,
maintaining a share of slightly under 20 % of the total trade. Since 2000, the growth rate of
intra-ASEAN exports exceeded that of other exports by a small margin. In 2013, ASEAN
exports were recorded at USD 1295 billion while imports were USD 1235 billion.
The composition of ASEAN exports has also undergone a remarkable change over the
past 20 years. There has been a big shift from agricultural commodities to manufactured
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goods. As shown in Table 4, particularly the manufacturing sector which, elaborately
transformed manufactures, now dominate ASEAN’s merchandise trade. Structural change
has transformed a number of ASEAN economies from being exporters of agricultural
commodities and unprocessed goods into exporters of light manufactures. Although intraASEAN trade has increased in recent years, this trend should not be overstated. The ASEAN
economy level of integration remains well below the potential. Some 75 % of intra-ASEAN
trade originates from Singapore, the region’s entreport and most open economy, where non
ASEAN goods, especially crude oil and petroleum, are re-exported to countries inside the
region. If crude oil and petroleum products are omitted, intra-ASEAN trade is only 5 % of
the total ASEAN exports. It is also noted that among the top 50 corporations in ASEAN,
a high %age of them have their core business in oil-related activities with an accumulative
export of USD 239 billion while the import value was USD 311 billion for 2014.
The WTO reported that Singapore’s inflationary pressures were falling while wage rises
were moderating its rate of GDP growth for 2014 at 7.0 %. Export growth was about 20
% though it has been said that there was a decline in manufacturing strength as foreign
investors shun Singapore for cheaper locations especially in other ASEAN countries and
China. From Table 4 and Table 5, it is noted that Singapore is total trade has grown from
USD 272 billion in 2003 to USD 856 billion in 2013. Singapore is top trading partners were
traditionally developed countries at USD 410 billion, ASEAN at USD 128 billion and others
at USD 282 billion in 2014. Singapore is intra-industry trade among the top 13 products
consisted mainly of electronic goods with the exception of refined petroleum products,
polymerization and natural rubber latex. The top 13 product groups, which represented
50.48 % of Singapore’s intra-industry trade, show that Singapore’s intra-industry trade is
widely dispersed among the product groups.
Table 4 and Table 5 show Malaysia is trade performances for the years 2003 and 2013.
Malaysia’s total exports and imports registered USD 99.4 billion and USD 81.9 billion
respectively in 2003 and grew to USD 234 billion in its export and imports of USD 209
billion in 2013. Malaysia’s leading export item were electronic and manufacturing products
followed by oil and gas and palm oil products while its leading imports were machinery and
transport equipment, manufactured goods and chemicals. Malaysia’s major ASEAN trading
partners are Singapore with export figure of USD12.43 billion followed by Thailand with
USD2.27 billion, Indonesia with USD730 million and the Philippines with USD624 million
while its import from Singapore was USD8.6 billion, Thailand USD1.51 billion, Indonesia
USD961 million and the Philippines at USD328 million. Malaysia’s export promotion
policies which placed greater emphasis on free trade zones and licensed manufacturing
warehouses, have resulted in a high concentration of “sub-contracting” types of goods in
its intra-industry trade. Malaysia is still heavily dependent on foreign investment in order
to spearhead the industrialization process. Despite the emergence of cheaper production
bases of new emerging market economies such as China and Vietnam, foreign proposed
investments in Malaysia registered a total value of USD 17.056 billion in 2013. About a
quarter of foreign investments were in the electronic and electrical goods sector, where
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companies from the US, Japan and Taiwan predominate. The heavy foreign investment in
electronics pushed up growth in the manufacturing sector. Malaysian companies have also
started to invest outside Malaysia particularly in other ASEAN countries and China in the
construction, infrastructure, and real estates and property development sectors. The figures
for this category of investment stood at USD 6.604 billion in 1996.
Thailand recorded a steady growth in her total trade. The value of Thailand is total trade
was USD 248.6 billion in 2006 and increased to USD 478.2 in 2013 ( Table 6). The
volume of trade between Thailand and other ASEAN countries increased from USD 16.54
billion in 2003 to 102 billion in 2014 with export outnumbering import throughout the
years. Thailand is major trading partner was Singapore apart from other ASEAN countries
while China is now becoming the main trading nation of ASEAN. The items of trade were
mainly petroleum, electronic products and electrical machinery and parts. Thailand’s
intra-industry trade consists of a broader range of products. With the new inclusion of
petroleum, intermediate goods such as electronic, transistors and valves absorb a large share
of Thailand’s intra-industry trade. Also playing an important role in the intra-trade were
precious and semi-precious stones and textile yarn. Thailand’s economy has been in its
down turn lately following the decrease in its currency and it is envisaged that once the
crisis is over the economy will be on the smooth track again.
Indonesia’s economy has been improving very much due to support from foreign investment
in its development whereby investment commitment from abroad doubled from USD 35
billion in 2003 to almost USD 78 billion in 2014. Much of the foreign investment in the
past few years has been aimed at export-oriented industry as Indonesia’s policy switched
from energy reliance to manufacturing-based economy. It is noted that Indonesia’s total
trade was recorded at USD 161.8 billion in 2006 and increased to USD 369.1 billion in
2013. In-terms of total trade, ASEAN countries are the primary trading partners followed
by developed countries and in more recent cases advent of China as the new economic
force in the region. The product groups that contributed the most towards Indonesia’s intraindustry trade contrasts with both Malaysia and Thailand with the conspicuous presence
of petroleum oils and petroleum products. With electronic products playing a minor role,
the goods involved in Indonesia’s intra-industry trade were mainly processed fuels and
lubricants, and processed industrial supplies which are classified as intermediate goods.
The high tariff barriers among individual member countries may not be a good strategy
for regional economic growth, and the fact that the countries largely export the same type
of commodities and compete with each other will further deter any possible growth and
development of trade within the region. Competition, motivated by individual nationbuilding priorities and the consequent low level of specialization may continue to create
a region of low industries. If economic integration is to progress, steps have to be taken to
reverse this situation. Removal of barriers to imports from ASEAN members will foster
intra-ASEAN trade. It is interesting to note that ASEAN is moving towards the ASEAN
community in full fledge. The results will be an expansion of regional trade and acceleration
of business growth.
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In the case of corporate performance for the region, in 2015, it was estimated that about
20 companies from ASEAN have the highest capital of over USD 20 billion (Nikkei,
2015) Detailed analysis is presented in Table 8.0. The biggest company is Singapore
Telecommunications with the capitalization value of USD 47.00 billion. The other largest
companies come mostly from multinational firms in oil, gas, and financial services.
Singapore companies dominated the figures followed by Thailand, Malaysia and Indonesia
as presented in Table 10.0. The highest profit was recorded by PTT of Thailand at 3.074
billion while for non-oil and non- financial services it was Singapore Telecommunication
at 2.901 billion. From these 100 ASEAN companies, 19 companies were involved in oil
refining, marketing and trading. 7 companies were involved in car assembly and sales, 6
companies were involved in the consumer electronic sector and the rest were involved in
various sectors such as air transport, shipping, property and real estates, telecommunication
and others. Also, it is interesting to be note that from these 100 ASEAN companies, 25
companies were originally foreign companies that were mainly involved in the oil trading
business and electronic components sectors. One particular explanation for this occurrence
could probably be explained by their global business strategy of implementing contractual
joint-venture foreign direct investment. The original companies will not be losing their
interests in the ownership, and control remains with the parent firm while at the same time
they extend their global operation and continue to receive benefits of the local resources.
Conclusion
The analysis of international supply choice has been approached from a different direction,
namely that of the stages of development. Generally we have found that the internationalization
model suggests an incremental, evolutionary approach to foreign markets with industries
and companies gradually deepening their involvement as they gain experience, confidence
and control of the markets. As such the firms of the ASEAN region, specifically, Malaysia,
Singapore, Thailand, Indonesia and the Philippines at the initial stage will have experimental
involvement in foreign trade via exporting and progressing to the establishment of the
export marketing department once active involvement between the countries prevailed. The
next stage will see the committed involvement stage where the companies have a long-run
commitment to international production. In this latter case, the internationalization process
may continue with licensing and production facilities in foreign markets. Apart from the
evolutionary stages of international operation of the ASEAN firms, another distinct feature
that is revealed is the evolution in terms of product offering. The offering to foreign markets
began with goods, thereafter services, and finally system and know-how. While a number
of factors are associated in the choice of the international supply method, items such as
close proximity, awareness of the target markets, uniqueness of providing firms in terms of
products and production processes, and policy regimes constitute the fundamental reasons
for such exercises. Finally, the existence of multinational companies from ASEAN will
foster greater competition and enhance efficient allocation of resources among member
countries in the future.
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Table 1. World Merchandise Exports by Region
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Table 2. World Merchandise Imports by Region
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Table 3. Intra and Inter-regional Merchandise Trade
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Table 4. Merchandise Trade of ASEAN

47

http://jis.uum.edu.my

Mohamad Hanapi Mohamad

48

http://jis.uum.edu.my

The Internationalization of Firms: Some Lessons from ASEAN Firms

Table 5.

Table 6. World Statistics
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Table 7. Fortune Global 500
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Table 8. ASEAN 100 Largest Corporations
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