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Companies encounter a rising fierce competition due to the factors like 

technological change and globalization. All companies attempt to provide high 

quality services and products so that the number of consumers keeps increasing and 

the company obtains high profits. Companies will also always think of strategies in 

order to gain profits at the moment and in the future as those will have an effect on 

the company’s financial performance which will eventually attract the investors. 

One of the ways to minimize production cost so as to enhance the company’s 

profitability is through external sourcing strategy. External sourcing is several 

production activities that are previously performed by the internal company, are 

shifted to the external party, thus the company can choose a product supplier that is 

considered as the best one. In some previous studies that examine the relationship 

between external sourcing and corporate financial performance there are 

differences in research results. Previous research gives results that external sourcing 

can have a positive, negative, or no effect on the financial performance of the 

company. Although there is much literature that external sourcing is a strategy to 

minimize costs where external sourcing can reduce production costs and 

procurement costs thus becoming a strategy that be considered by top management 

to improve the company's performance.  

This study analyze effect external sourcing on financial performance (ROA, 

ROE, EVA) manufacturing company listed in Indonesia Stock Exchange (BEI). In 

this study the population is 70 manufacturing companies listed on the Indonesia 

Stock Exchange within the period 2012-2016. Using panel data regression, the 

results of research indicate that external sourcing strategy has significant and 

negative effect to ROA, and no effect to ROE and EVA.  
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