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Corporate Adoption of the “Internet+” Strategy and

Firm Performance: A Transaction-Cost Perspective

X1 Wu MEg1 Zuu BinkAl CHEN

Abstrac® This paper examines the effects of “Internet+” on traditional industries, fo-

CEREREREEH PRV EA¥ LU FR . FEFELSITHE L X E F L, E-mail: wuxi@cufe. edu. cn;
AME P EABBAFL2 T FR BRF FPABEAFEF¥ R, AXRERAN L L TARBHAEH
BAERFEMBFTEZG KL AFR"(MAES . UWZDBI2OWH EMR R R ER KB ¥E 4T L
FH(HEE.71273289) BEXARE XA 214108 b mH 2 £ L U B (R ERPOBRREN K
BHRHEEREFFELS FPLUAFAEFERIESLEFNEN, SR . XFEA.,
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cusing on the determinants of Chinese listed companies’ decisions to adopt the “Internet—+"
strategy, market reactions surrounding the announcements, and subsequent firm perform-
ance. We find that 85% of companies adopted the strategy to promote sales of existing prod-
ucts or services (i. e. » sales-purpose) s whereas 15% of companies adopted the strategy to get
involved in the internet-related businesses (i. e. , diversifying-purpose). There are a number
of key findings. First, reducing transaction cost is one of the main reasons that companies
choose “Internet+" strategy. as companies are more likely to adopt the “Internet+" strategy
if they have higher marketing expenses or operating costs, and this effect is particularly
strong for sales-purpose companies. Second. companies enjoy a signilicant and positive m.ar>
ket reaction surrounding the initial announcement. Third. companies adopting the “Internet+*
strategy do not exhibit a significant increase in accounting performance in terms of transaction
costs, inventory turnover. accounts receivable turnover, and aggregate return on assets with-
in two post-adoption years. Our findings suggest that, although transaction costs are impor-
tant motives for companies to adopt the strategy of “Internet+", [irm performance is not
readily enjoyed at least in the short term, and capital market reaction could be over-optimistic.

Key words “Internet+" Strategy: Transaction Cost: Market Reaction; Firm Performance
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