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An Empirical Tests on the International Sourcing
Strategies of Korean Manufacturing Firms:
with focused upon integrated model
of transaction cost and competitive strategy approach

Seung-Hun Yoo* - Seog-Soo Kim**

Abstract

By suggesting the limitations of the existing analysis model and literature containing only
the transaction cost theory, the needs for additional explanatory variables were proposed in
this research. Thus the analysis model was created with the core competence variable on
which the empirical analysis was not carried out.

To examine the proposed research model, the reliability and validity verifications on
collected data were carried out and then the logit analysis was applied to the model. It
was found that Korean manufacturers consider both the cost and the efficiency in making
decision on the sourcing strategy. Moreover, the asset specificity, the traditional
transaction cost factor, was not meaningful and the environment uncertainty had a
meaningful role in making decisions on the intra-firm sourcing and inter-firm sourcing
strategies. As the environment uncertainty grows up, the firms tend to choose the
intra-firm sourcing strategy. The core competence theory also has a considerable influence
on making decisions on sourcing strategies. That is, Korean firms choose the intra-firm
sourcing strategy if the production of sourcing parts is the core competence itself.
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