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Abstract

The study aims to examine the moderating effect of the ownership structure on
the relationship between investment strategy and the comprehensive firm
performance in ASEAN. Using data from financial reports and sustainability
reports, the samples are 34 nonfinancial companies in ASEAN 2007 until 2019.
The sample testing method is unbalanced panel data regression to test
hypothesis. The results show foreign and domestic ownership moderate the
relationship between investment strategy and productivity and financial
performance. This research also proves that foreign and domestic ownership
cannot form the relationship between investment strategy and environmental
performance. This study gives additional evidence as confirmation of the theory
of Industrial Organization about the implementation of the corporate strategy is
influenced by external factors, namely the role of foreign ownership in improving
corporate performance. This study gives new insight to the company about the
importance of considering the investment strategy based on R&D and the role
of foreign and domestic ownership to increase productivity, financial
performance and environmental performance.

Keywords: ownership, investment strategy, comprehensive firm performance,

industrial organization.

Abstrak

Penelitian ini bertujuan untuk menguji pengaruh mediasi struktur kepemilikan
perusahaan pada hubungan strategi investasi dan kinerja komprehensif
perusahaan di ASEAN. Studi ini merupakan studi empiris yang menggunakan
data laporan keuangan dan sustainability report. Sampel merupakan 34
perusahaan nonkeuangan di ASEAN tahun 2007 sampai dengan 2019. Metode
pengujian sampel adalah unbalanced panel data regression untuk menguiji
pengaruh mediasi struktur kepemilikan pada hubungan strategi investasi dan
kinerja komprehensif perusahaan yang terdiri dari kinerja keuangan,
productivity, dan environmental performance. Hasil penelitian menunjukkan
foreign ownership dan domestik memediasi hubungan antara strategi investasi
dengan productivity dan kinerja keuangan. Secara khusus, pengaruh mediasi
kepemilikan domestik lebih besar dibanding pengaruh mediasi foreign
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ownership. Selain itu, foreign ownership dan domestik tidak dapat memediasi
hubungan antara strategi investasi dan environmental performance. Penelitian
ini memberikan konfirmasi terhadap teori Industrial Organization tentang
penerapan strategi perusahaan yang dipengaruhi oleh faktor eksternal yaitu
peran dari foreign ownership dalam meningkatkan firm performance. Studi ini
memberikan wawasan baru kepada perusahaan tentang pentingnya
mempertimbangkan strategi investasi berbasis R&D dan peran foreign
ownership dan domestik untuk meningkatkan productivity, kinerja keuangan
dan environmental performance.

Kata Kunci: struktur kepemilikan, strategi investasi, kinerja komprehensif

perusahaan, industrial organization
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Introduction

The investment strategy is one of the company's strategies that can
increase competitive advantage, because it involves technological and
innovation factors which support the progress and improvement of a company's
performance in long term. Investment strategies are mostly used by companies
from developed countries. Thus far, the investment strategy has been used by
companies in developing countries. One way to implement this strategy is to
open up opportunities for foreign investors who have more experience and
knowledge. Studies on investment strategies and company performance have
been carried out in many countries such as China, Korea, Turkey, America,
Europe, Vietnam, Estonia, Hungary, Czech Republic, Slovakia, Lithuania,
Poland, Latvia, Slovenia, India, England, Italy, and Taiwan (Hlavacek & Bal-
domanska, 2016).

Investment strategies generally use measurements of R&D investment
(David, Yoshikawa, Chari, & Rasheed, 2006), IT investment (Chae, Koh, & Park
et al., 2018), and sustainability investment (Tseng, Tan, Jeng, Lin, Negash, Nur,
& Cokro, 2019). Several studies that have tested the role of investment strategy
as measured using R&D investment on performance including Kim (2015);
Cincera, Ravet, & Veugelers (2015); Jaisinghani (2016); Ruiqgi, Wang, Xu, &
Yuan (2017); Yoo, Lee, & Sambock (2019); Park & Lee (2019); and Kancs &
Siliverstovs (2016) found that R&D investment can improve company
performance.

The use of interaction variables such as ownership structure on the
relationship between investment strategy and company performance has been
carried out in previous studies, for example Ulku & Teoman (2015) found that
foreign ownership and licensed technology were able to improve financial
performance, export levels and productivity in terms of technological capabilities
of companies in Turkey. Ug & Park (2018) presented that R&D intensity is
positively related to foreign ownership whose parent originates from developing
countries. Vithessonthi & Racela (2015) noticed that internationalization was
able to moderate the relationship between R&D intensity and company
performance in America. Chen, Hua, & Boateng (2016) observed that foreign
acquisitions were able to increase the productivity and R&D investment of
companies in China. Bond & Guceri (2017) found that the existence of R&D can
increase company productivity in the UK. Schiffbauer, Siedschlag, & Ruane
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(2017) discovered that there was a positive effect of foreign investment on labor
productivity in UK firms.

In contrast to Vithessonthi & Racela (2015) who found that R&D
investment actually had a negative effect on company performance,
Lindemanis, Loze, & Pajuste (2019) observed that in the short term a change in
ownership of a private company in the UK has a positive effect on sales growth
but lower return on assets, while in the long term a change in ownership is
positively related to productivity (sales per employee and asset turnover).
Likewise, Wang & Wang (2015) showed that there is no difference in
productivity gains in foreign and domestic companies acquired in China, even
Likitwongkajon & Vithessonthi (2020) who studied that foreign investment is
negatively related to company performance in Japan both in the short and long
term. Foreign investment seems to reduce revenue growth and has no effect on
companies. In addition, Curtis, McVay, & Toynbee (2020) discovered that R&D
investment has reduced the future profitability of American companies although
in the short term it can increase profitability steadily but at a low level. The
discrepancy in the results of this study raises important questions regarding the
role of R&D investment and ownership structure for the company's prospects
which need to be analyzed further.

The current corporate paradigm is not only implementing a business
strategy to increase economic benefits (productivity and financial performance),
but also needing to prioritize sustainability activities such as environmental
performance as a form of accountability to both shareholders and the general
public (Alipour, Ghanbari, Jamshidinavid, & Taherabadi, 2019; Burhanudin &
Ferguson, 2018; Chariri, Nasir, Januarti, & Daljono, 2019; Das, Rangarajan, &
Dutta, 2020; Gaur, Ghosh, & Zheng, 2019; Warriors, 2018; Luo, Qian, & Ren,
2015). Environmental performance is important to consider because the impact
is not only for investors but also for the general public (El-Kassar & Singh, 2019;
Singh, Giudice, Del, Chierici, & Graziano, 2020). Until now, there are few
studies on the role of investment strategy on environmental performance, so it
needs attention for further study. Several studies that have been conducted
including Luan, Tien, & Chen (2016); Liu & Lin (2019); Alam, Atif, Chien-Chi, &
Soytas (2019) they found that companies which implement investment
strategies are able to improve environmental performance and will be greater if
the company has international scale activities.

The results that are still inconsistent between research with each other
and the lack of studies involving environmental performance in the research
model motivate researchers to carry out further testing of investment strategies
on performance by offering a new model, namely a mediation model that
involves the company's ownership structure. In contrast to previous studies, this
study tries to compare the mediating effect of foreign and domestic ownership
on the relationship between investment strategy and productivity, financial
performance, and environmental performance.

This study was conducted on companies in ASEAN where ASEAN
countries have emerged as areas of high economic growth compared to other
countries in the world and are currently considered the most successful
organizations in developing countries. For this reason, it is necessary to carry
out further analysis on how the role of investment strategy and ownership has
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on company performance in the ASEAN context (Do, Patel, Budhwar, Katou,
Arora, & Dao, 2019). Previous studies have used a lot of performance variables
with proxies of profitability, innovation, sustainability and growth. In contrast to
previous studies, this study uses productivity variables with more specific input
and output factors, financial performance, and overall environmental
performance in the test. The use of foreign ownership and domestic ownership
variables has been used in previous studies but separately, by that this study
tries to use the two ownership structures to compare simultaneously the
resulting effect on the relationship between investment strategy and company
performance.

Viewed from the perspective of the Industrial Organization /IO (Porter,
1981), Industrial Organization Theory (I0) paradigm is a company which is able
to place a position in a marketplace that has certain industrial characteristics in
which the company competes. 10 is a theory that explains how a company's
performance is not only influenced by internal factors, but external factors are
also important to consider. 10 focuses more on competition-based economic
conditions which means that all companies have similarities in the industry
except in terms of the strategies applied where the strategy can be determined
by external factors, one of which is through foreign ownership.

Collis & Montgomery (1995) explained that understanding how the
strategy can be a source of company advantage and success can be very
difficult in practice, because the success of a company cannot be measured
only by internal factors, therefore in implementing the relationship between
investment strategies and the company's performance still needs to be tested
broader. This is also based on the inconsistency of results found in several
studies such as Vithessonthi & Racela (2015), Wang & Wang (2015), and
Likitwongkajon & Vithessonthi (2020). The success of a company does not only
rely on internal factors but it is very substantial to study external factors such as
opening up foreign investment opportunities as supporters which are expected
to improve the company's ability facing competition.

The concept from the 1O perspective tends to explore how the relationship
between each company and other companies produces industry outcomes, this
can be signified that a company will have a competitive advantage in the
industry if it has an extensive business network with other companies or opens
the door for investment from abroad which has its own unigueness and special
advantages to support each other. Schiffbauer et al. (2017) stated that 10 offers
a more complex insight into the role of foreign ownership on firm performance.
Foreign ownership is expected to have a greater economic impact. Besides,
foreign ownership can have an impact on long-term productivity because it has
a wider scope of knowledge and the effects of competition.

H1: Foreign ownership mediates the effect of investment strategy on
productivity.
The equation model for the first hypothesis is:
FOREIGNit = @1+B1INVESTi+e1it (1)
PRODIt = a2+B2INVESTi+BsFOREIGNic+Y_, B; Control; + €xi (2)
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Studies that have examined the relationship between investment strategy
and firm performance, such as, Morbey & Reithner (1990) explained that there
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Is a strong direct relationship between R&D intensity and future sales growth
and productivity, but R&D intensity has no effect on future profit margins.
Dowling, Mcgee, Mcgee (1994) and Jaisinghani (2016) stated that innovation
investment through R&D investment is associated with higher financial
performance besides that there is a significant interaction effect between R&D
investment and cost leadership strategy on operating performance. Kim (2015)
found that R&D investment was able to reduce fluctuations in future economic
benefits such as financial performance and sales. Cincera et al. (2015) R&D
said that investment from innovative companies has an effect on increasing
cash flow.

Ruiqi et al. (2017) told that R&D expenditures have a positive effect on the
future financial performance of companies in China. Future performance related
to R&D for state-owned companies is better than non-state-owned enterprises.
Yoo et al. (2019) R&D expenditures at the mature stage have a positive effect
on future performance but produce an insignificant effect on sustainable growth.
Park & Lee (2019) companies with consistent R&D investment show higher
growth. Studies that examine the relationship between investment strategy and
environmental performance have been carried out by Luan et al. (2016); Liu &
Lin (2019); Alam et al. (2019) they discovered that companies which implement
investment strategies are able to improve environmental performance and will
be larger if the company has international scale activities. The investment
strategy which is oriented towards knowledge and innovation that continues to
develop and the support can be obtained from company colleagues or investors
from other countries.

H2: Foreign ownership mediates the effect of investment strategy on financial
performance.

The equation model for the second hypothesis is:
FINit = az+B10INVESTi+ B11FOREIGNit+Y. 7, , B; Control; +€si (3)
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Based on 10 where the relationship between investment strategy and
company performance can be influenced by external factors, this study focuses
on the use of the ownership variable as an external variable that can affect the
relationship between R&D investment and company performance. Several
studies that have discussed the relationship between these variables include
David et al. (2006) which stated that foreign ownership increases strategic
investment (in R&D and capital intensity) to a greater extent when the company
has growth opportunities, aside from that foreign ownership is able to
encourage investment strategy in accordance with the competitive conditions
faced.

H3: Foreign ownership mediates the effect of investment strategy on
environmental performance.

The equation model for the third hypothesis is:
ENVit = as+B1sINVESTir+B10FOREIGNit+Y.72,, B; Control; +€ai (4)

Phung & Mishra (2015), Girma, Gong, Gorg, & Lancheros (2015), Foreign
ownership has a positive effect on export market opportunities. Foreign
acquisitions also have a positive effect on R&D investment and those are
greater than non-foreign ownership. Lindemanis et al. (2019) in their research
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stated that for the short term foreign ownership-dominated companies have an
effect on higher sales growth but lower profitability, while for the long term
foreign ownership is positively related to productivity (sales per employee and
asset turnover). Bentivogli & Mirenda (2017) and Setiawan, Bandi, Kee Phua, &
Trinugroho (2016) found that there was an increase in size, profitability,
financial soundness, and dividend-paying ability for companies with higher
levels of foreign ownership. Ulku & Teoman (2015) and Bond & Guceri (2017)
exposed that foreign ownership and licensed technology can improve financial
performance, export levels and company productivity. Ug & Park (2018), Chen
et al. (2016), and Schiffbauer et al. (2017) discovered that foreign ownership
has a positive relationship to R&D intensity.
H4: Domestic ownership mediates the effect of investment strategy on
productivity.

The equation model for the fourth hypothesis is:
DOMESTICit = @s+f526INVESTit+esit (5)
PRODit = ag+B27INVESTir+B28DOMESTICic+ 72,4 B; Control;, +esit (6)
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Vithessonthi & Racela (2015) found that internationalization was able to
moderate the relationship between R&D intensity and firm performance. Foreign
ownership is able to strengthen the relationship between investment strategy
and company performance because foreign ownership is considered as one of
the external factors that support in increasing capabilities and knowledge,
especially research and development companies. Vithessonthi & Racela (2015)
explained that R&D intensity has a negative effect on operating performance
but has a positive effect when interacted with internationalization. Wang &
Wang (2015) confirmed that there was no significant difference in productivity
gains between foreign and domestic acquired companies. Foreign ownership
significantly improves the financial condition and exports of Chinese companies
compared to domestically acquired companies. Previous studies that have been
described show that the relationship between investment strategy, foreign
ownership, and firm performance looks like a puzzle whose tests are still
separate in each study and it has not been seen explicitly what the role of
ownership structure is in influencing the relationship of investment strategy to
productivity, financial performance and environmental performance.
environmental performance, so that this study develops a hypothesis to test the
relationship between these variables as a whole.

H5: Domestic ownership mediates the effect of investment strategy on financial
performance.

The equation model for the fifth hypothesis is:
FINit = a7+BssINVESTir+BasDOMESTICic+ Y5 B; Control; +e7it (7)

In addition to foreign ownership, there are also studies which found that
both foreign and domestic ownership structures have no difference in
influencing the relationship of R&D investment to company performance, for
example, Vithessonthi & Racela (2015), Lindemanis et al. (2019) who stated
that in short term changes of ownership in private companies in the UK have a
positive effect on sales growth, but lower profit margins on assets; while for the
long term change of ownership is positively related to (sales per employee and
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asset turnover) as well as Wang & Wang (2015) showed that there is no
difference in productivity increase in companies foreign and domestic
acquisitions, even Likitwongkajon & Vithessonthi (2020) and Roy & Narayanan
(2019) studied that foreign investment is negatively related to the performance
of companies in Japan in both the short and long term, besides that foreign
investment has an impact on the decline in the company's revenue growth.
Based on the findings from previous studies which found that foreign and
domestic ownership had no difference in influencing company performance,
there was even a study that found that foreign ownership actually had a
negative effect on company performance.
H6: Domestic ownership mediates the effect of investment strategy on
environmental performance.

The equation model for the sixth hypothesis is:
ENVit = ag+B42INVESTit+B4sDOMESTICi+Y, 2, , B; Control; +€si (8)
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Research Methods

The sample of this research was non-financial companies in ASEAN for
the period 2007 — 2019. All data were obtained from the Osiris database. The
research sample was a company with certain criteria as needed in the test. The
company data available in the osiris database were 4892 companies, but there
were only 34 companies that meet the criteria, especially companies that had
R&D data and Sustainability Reports. After collecting data from 34 companies
included in the criteria, varied data were obtained, namely in each company
having data with different years so that unbalanced panel data was obtained
and the final sample obtained for testing was 141 observations. Productivity,
financial performance, and environmental performance are the dependent
variables in this study. As shown in Table 1, Productivity (PROD) is calculated
using output divided by input. Output consists of net sales, net profit margin,
R&D asset, and Input consists of Fixed asset, Cost of sales, Payroll & labor
related expenses, R&D expense. Financial performance (FIN) uses Return on
Assets (ROA) measurement, and environmental performance uses a ratio of
comparison of the number of disclosures on environmental performance divided
by the number of disclosures according to GRI Standards.

As shown in table 1, the main independent variable used in this study is
investment strategy (INVEST) which is measured using R&D expense plus R&D
asset it then divided by total asset. The next independent variable is foreign
ownership (FOREIGN) and domestic ownership (DOMESTIC) measured using
the percentage of each ownership. For the control variable using AGE, namely
the natural logarithm of the number of ages since the company was founded
until the end of the research period, SIZE is the natural logarithm of market
value of equity, CFO to total assetst1, Leverage is debt to total assets, Sales
growth, namely Sales minus Salest1 then divided by Salest+1, and Industry
dummy using the two leading digits of the US SIC Code.

This study used a mediation model that examined the mediating effect of
ownership structure on the relationship between investment strategy and the
company's comprehensive performance. The regression model used the 2SLS
regression model, namely in the first stage (first stage) the effect of exogenous
variables on endogenous variables (in the form of mediating variables) is tested,
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that was the effect of investment strategy on ownership structure consisting of
foreign ownership (equation 1) and domestic ownership (equation 5). Then, the
next test (second stage) was used to examine the mediating effect of foreign
and domestic ownership structures on the relationship between investment
strategy and the company's comprehensive performance. After testing, further
analysis could be carried out to draw conclusions about the influence of the
mediating variables that have been tested. Detailed analysis could be seen in
the explanation of tables 5 and 8.

Jurnal Manajemen & Bisnis, Volume 21, No 2 (September 2022)

Table 1. Variable Measurement

Variable Measurement Source
Productivity PROD;: Jutput Osiris
(PRODx) Input

Input: Fixed asseti, Cost of salesi, Payroll &
labor related expensesi;, R&D expense;.
Output: net salesi, net profit margini;, R&D

asseti.
Financial Return On Asset (ROA): — it __ Osiris
performance (FINi) Total Assetsiy
Environmental Each of 34 items related to environmental Sustainability
performance indicators takes a value of ”1” if information on  report
(ENVy) an item is disclosed, otherwise zero. The total

scores range between 0 and 34 and are

. Total Disclose
calculated in percentages : ———
Standar Disclose

Investment R&D Expense;; + R&D Assets;; Osiris

strategy (INVEST#) Total Assets;,

Foreign ownership  Percentage of foreign ownership Osiris

(FOREIGNy)

Domestic Percentage of domestic ownership Osiris

ownership

(DOMESTICy)

Age (AGEy) Natural logarithm of number of years since firms  Osiris
established

Size (SIZEy) Natural logarithm of market value of equity Osiris

(stock price x number of shares outstanding)

CFO (CFOn) CFO; Osiris
Total Assets;_;

Leverage (LEVi) Debt;; Osiris
Total Assets;;

Sales growth Sales; — Sales_4 Osiris

(SALE) Total Assets;_4

Industry dummy Two digit of US SIC CODE Osiris

(INDUSTRY3#)

Result and Discussions

The descriptive statistics shown in table 2 present the characteristics of
the data distribution of each variable. The average productivity value (PROD) of
59% indicates that the company is quite productive, although there are several
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companies that have low productivity (0.00). The average financial performance
(FIN) is 6.6% with a maximum value of 60%, this explains that there are
companies that have a fairly high financial performance, but on average for all
companies still have a fairly low financial performance. The average
environmental performance of 39% indicates that the disclosure of
environmental performance is still low even though there are several companies
that have quite a lot of environmental disclosure. The average investment
strategy (INVEST) of 17% of total assets with a minimum value of 0.00% and a
maximum of 29% means that the investment made by the company is still quite
low in terms of research and development. The average foreign ownership is
20% and domestic ownership is 80%, meaning that the companies that are the
sample of the research as a whole are still dominated by domestic ownership.
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Table 2. Descriptive statistic

Variable Obs. Minimum Mean Max Std. Dev

PROD 141 0.00 0.59 2.00 0.29
FIN 141 -0.39 0.06 0.60 124.00
ENV 141 0.03 0.39 1.00 0.26
INVEST 141 -0.06 0.01 0.29 0.04
FOREIGN 141 0.01 0.20 0.99 0.26
DOMESTIC 141 0.01 0.79 0.99 0.26
AGE 141 7.00 3.48 190.00 0.74
SIZE 141 8.00 14.48 24.00 3.00
CFO 141 -0.42 0.08 0.50 0.11
LEV 141 0.09 0.45 0.78 0.17
SALE 141 -0.01 0.00 0.02 0.00
INDUSTRY 141 1.00 26.19 65.00 18.85

The correlation test results show that the correlation coefficient between
the main variables (PROD, FIN, ENV, INVEST, FOREIGN, DOMESTIC) is less
than 50% (< 0.5). Variance inflation factors (VIFs) were calculated to test for the
presence of significant multicollinearity between independent variables. The
data in table 3 indicates that all tested variables have an average VIF of 2.59
and are above the tolerance value of 0.01, meaning that there is no
multicollinearity problem for the interpretation of the test results.

Table 3. Variance inflation factor

Variable VIF 1/VIF
INVEST 1.11 0.90
FOREIGN 1.17 0.85
DOMESTIC 14.15 0.07
AGE 1.04 0.96
SIZE 1.08 0.93
CFO 1.20 0.83
LEV 1.12 0.89
SALE 1.29 0.77
INDUSTRY 1.12 0.89
MEAN VIF 2.59 0.79

Initial testing using equation 1 is the first step of mediation testing, that is
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the relationship between investment strategy (INVEST) and foreign ownership
(FOREIGN). The test results shown in table 4 indicates that there is a significant
relationship (p < 0.01) with a positive coefficient of 2.499 between investment
strategy and foreign ownership, this means that the initial test supports the
mediation testing process at the next stage, namely to see the mediating effect
of foreign ownership on relationship between investment strategy and
productivity.

Jurnal Manajemen & Bisnis, Volume 21, No 2 (September 2022)

Table 4. Relationship between investment strategy and foreign ownership

FOREIGN Coef. t P>t Prob > F
Cons 0.16 7.34 0.00 R-squared =0.18
INVEST 2.49 5.69 0.00 Adj R-squared =0.18

Notes: Using equation 1; Number of observations = 141; Variable measurement refer to table
1; ***significant at 1%; **significant at 5%; *significant at 10%

The data in table 4 shows that foreign ownership has a significant
relationship (p < 0.1) with a positive coefficient (0.41) on productivity, aside
there is no relationship between investment strategy and productivity. This
means that foreign ownership fully mediates the relationship between
investment strategy and productivity, so it can be concluded that H1 is
accepted.

Table 5. Regression results (mediating effect of foreign ownership)

Variables Productivity Financial Environmental
performance performance

Const -0.10(0.17) -0.200(0.00) -0.03(0.23)
INVEST -0.02 (0.96) 0.260(0.48) -0.27(0.84)
FOREIGN 0.41 (0.08)* .040(0.02)** 0.47(0.34)
AGE 0.02 (0.45) 0.00(0.24) 0.06(0.43)
SIZE 0.00 (0.93) 0.01(0.00)*** -0.00(0.76)
CFO .22 (0.15) .62 (0.00)*** .23 (0.37)
LEV -.09 (0.75) -.03(0.32) -.07 (0.80)
SALE 6.89 (0.00)*** -1.41 (0.33) 1.85 (0.68)
INDUSTRY .00 (0.23) -.00 (0.62) .00 (0.50)
R2 0.25 0.78 0.03
Adjusted R? 0.19 0.77 -0.04
F -statistics 4.33 38.17 0.39
p- value (F) 0.00 0.00 0.92

Notes: Using equation 2 to 4; Number of observations = 141; Variables measurement refer to
table 1; ***significant at 1%; **significant at 5%; *significant at 10%

The data in table 5 determines that foreign ownership has a significant
relationship (5%) with a positive coefficient (0.04) on financial performance,
besides there is no relationship between investment strategy and financial
performance. This signifies that foreign ownership fully mediates the
relationship between investment strategy and financial performance, so it can
be concluded that H2 is accepted.

The test results point out that neither foreign ownership nor investment
strategy has a significant relationship to environmental performance, this
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indicates that foreign ownership cannot mediate the relationship between
investment strategy and environmental performance. It can be concluded that
H3 is rejected.

The test results shown in table 6 present that there is a significant
relationship (1%) between investment strategy and domestic ownership with a
negative coefficient (- 2.499). this means supporting mediation testing at a later
stage.
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Table 6. Relationship between investment strategy and domestic ownership

DOMESTIC  Coef. Std. Err. t P>t F(1, 139) =32.33
Prob > F =0.00
INVEST -249 043 -5.69 0.00 R-squared =0.18
cons 0.84 0.02 38.47 0.00 Adj R-squared =0.18

Notes: Using equation 5; Number of observations = 141; Variables measurement refer to table
1; ***gignificant at 1%; **significant at 5%; *significant at 10%

Table 6 shows that there is a significant relationship (5%) between
domestic ownership and productivity with a negative coefficient (-0.42). In
addition, there is no significant relationship between investment strategy and
productivity. If the coefficient of the relationship between investment strategy
and domestic ownership is integrated with the coefficient of the relationship
between domestic ownership and productivity (-2.49 X -0.42), it will produce a
positive mediating coefficient (1.07), this implies that domestic ownership fully
mediates the relationship between investment strategy and productivity, thus it
can be concluded that H4 is accepted.

Table 7. The Regression Results (Mediating effect of domestic ownership)

Variable Productivity Financial Environmental
performance performance
Const -0.03 (0.13) -0.15 (0.01) -0.03 (0.23)
INVEST -0.10 (0.84) 0.26 (0.48) -0.26 (0.84)
DOMESTIC -0.42 (0.04)** -0.046 (0.02)** -0.49 (0.33)
AGE 0. 03 (0.30) 0.00 (0.24) 0.06 (0.43)
SIZE 0.01 (0.38) 0.01 (0.00)*** -0.00 (0.76)
CFO 0.38 (0.08)* 0.62 (0.00)*** 0.23 (0.38)
LEV 0.39 (0.48) -0.03 (0.32) -0.08 (0.79)
SALE 7.04 (0.00)*** -1.41 (0.33) 1.88 (0.68)
INDUSTRY 0.00 (0.25) -0.00 (0.62) 0.00 (0.50)
R 2 0.25 0.78 0.03
Adjusted R 2 0.19 0.77 -0.04
F -statistics 3.30 38.13 0.40
p- value (F) 0.00 0.00 0.91

Notes: Using equation 6 to 8; Number of observations = 141; Variables measurement refer to
table 1; ***significant at 1%; **significant at 5%; *significant at 10%

Table 7 shows that there is a significant relationship (5%) between
domestic ownership and financial performance with a negative coefficient (-
0.46). Besides, there is no significant relationship between investment strategy
and financial performance. If the coefficient of the relationship between
investment strategy and domestic ownership is integrated with the coefficient of
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the relationship between domestic ownership and financial performance (-2.49
X -0.04), it will produce a positive mediation coefficient (0.11), this means that
domestic ownership fully mediates the relationship between investment strategy
and financial performance, it can be concluded that H5 is accepted.
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Table 8. Compare the mediating effect of foreign ownership and domestic
ownership

Hypothesis t Sig. Results
H1 -0.02 0.41* Accepted
H2 0.26 0.04** Accepted
H3 -0.27 0.47 Not Accepted
H4 -0.10 -0.42** Accepted
H5 0.26 -0.04** Accepted
H6 -0.26 -0.49 Not Accepted

Notes: Using equation 5 to 8; Number of observations = 141; Variables measurement refer to
table 1; ***significant at 1%; **significant at 5%; *significant at 10%

The test results for the sixth hypothesis shown in table 7 define that
investment strategy does not have a significant relationship to environmental
performance, besides that domestic ownership also does not have a significant
relationship to environmental performance, then it can be said that domestic
ownership cannot mediate the relationship between investment strategy and
environmental performance. It can be concluded that H6 is rejected.

The data in table 8 explains that the mediation coefficient of foreign
ownership on the relationship between investment strategy and productivity
(2.49 X 0.41) is (1.03) while the mediation coefficient of domestic ownership on
the relationship between investment strategy and productivity (-2.49 X -0.42) is
(2.07). This shows that the mediating effect of domestic ownership is more
dominant than foreign ownership. The mediation coefficient for foreign
ownership on the relationship between investment strategy and financial
performance (2.49 X 0.04) is (0.11) while the mediation coefficient for domestic
ownership on the relationship between investment strategy and financial
performance (-2.49 X -0.04) is (1.07). This shows that the mediating effect of
domestic ownership is more dominant than foreign ownership.

Conclusion

The results of this study prove that both foreign ownership and domestic
ownership have a mediating effect on the relationship between investment
strategy and financial performance and productivity. When viewed from the
magnitude of the influence of the two mediating variables, domestic ownership
has a greater mediating effect, this is a proof that the dominance of domestic
ownership of companies in ASEAN has a better performance impact than
foreign ownership. Additional insights generated are companies in ASEAN are
quite confident with their resources and domestic ownership to improve
company performance. However, both foreign ownership and domestic
ownership are not able to mediate the relationship between investment strategy
and environmental performance, this could be due to several reasons: first,
because foreign ownership of companies in ASEAN is very small, so foreign
investors do not have control over companies to improve environmental
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performance in ASEAN in order to support the sustainability development goals;
second, the possibility that foreign investors tend to be oriented towards
financial benefits to increase the utility of their investments from an economic
point of view; third, it is possible that domestic investors are still not aware of
real sustainability activites even though the company has disclosed
environmental performance as a manifestation of the sustainability development
goals, but it could only be limited to fulfill the obligations of the rules set by the
regulator.

The limitation of this study lies in the relatively small sample, since the
availability of data, especially R&D and sustainability reports, is still very small
for non-financial companies in ASEAN. For this reason, further research is
expected to expand the scope of research areas in ASIA. This study provides
several implications: first, theoretically confirms the 10 theory about the
implementation of corporate strategy which is influenced by external factors.
Foreign ownership as an external context of 10 theory can be used as a
reference to support performance improvement, both productivity and financial
performance; Second, practical contributions provide new insights to companies
about the importance of considering R&D-based investment strategies and the
role of foreign and domestic ownership in improving productivity, financial
performance, and environmental performance. From a regulatory perspective,
this research provides new insights for regulators regarding policies that
emphasize companies to pay more attention to environmental performance.
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