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Research on Role Evolution Mechanism of Overseas Subsidiaries of
Chinese Multinational Enterprises: Analysis from the Perspective of

Knowledge Resource Boosting
FENG Yong-chun',SU Meng-meng’ , CAO Xin-rui'

(1. School of Business, Tianjin University of Finance and Economics, Tianjin,300222, China;

2. School of Business, University of International Business and Economics, Beijing, 100029 , China)
Abstract: Overseas subsidiaries are indispensable carriers for Chinese multinational enterprises to obtain key strategic
resources in the international market and build global competitive advantages,which is of great value for them to formulate
and implement internationalization strategies. Especially in recent years, the unpredictable international situation, frequent
anti-globalization trends,trade wars and science and technology wars have led to greater challenges for the operation and
management of Chinese multinational enterprises,which increasingly need to rely on the strategic value created by overseas
subsidiaries in host countries to avoid the adverse effects brought by the turbulence of international environment. In this
context, overseas subsidiaries must constantly adjust their roles in the international market, give full play to the functions and
roles of different actors,and actively cope with the risks of international business,so as to ensure sustainable development in
the international market. Therefore, how to realize the role evolution of overseas subsidiaries of Chinese multinational
enterprises has become an important issue urgently to be solved by academia and industry.

This study takes the boosting effect of knowledge resources on the role evolution of subsidiaries as a breakthrough
point, selects Tasly International Corporation and its overseas subsidiaries as the case study object to deeply analyze the
process and mechanism of role evolution of overseas subsidiaries of Chinese multinational enterprises. The findings are as
follows : First, the overseas subsidiaries established by Chinese multinational enterprises in emerging markets can realize the
role evolution through the gradual evolution mechanism, that is, based on the knowledge acquisition and knowledge
application , following the evolution path of “implementor-contributor-strategic leader” ; the overseas subsidiaries established
by Chinese multinational enterprises in developed markets can realize the role evolution through the leapfrog evolution
mechanism, that is, based on the knowledge creation, following the evolution path of “implementor-strategic leader”.
Second , the factors of overseas subsidiary, parent company and host country constitute the basis for the formation of different
roles of overseas subsidiaries. Among them ,the motivation of the parent company and the market potential of the host country
form the basis of the implementor role,the knowledge accumulation of the subsidiary,the willingness of the parent company
to seek knowledge and the market expansion of the host country form the basis of the contributor role, and the knowledge
accumulation and strategic importance of the subsidiary, the high recognition of the parent company and host country form
the basis of the strategic leader role.

The theoretical contributions of this research mainly include the following two aspects: First,based on the perspective of
knowledge resource boosting, this research has identified two mechanisms of role evolution of overseas subsidiaries:
progressive and leap-forward, and clarified the internal relationship between knowledge resources and role evolution of
overseas subsidiaries,which can fill the research gap caused by insufficient consideration of the role evolution of overseas
subsidiaries in the existing literature. Second, this study identifies the role types of overseas subsidiaries of Chinese
multinational enterprises,and further analyzes the formation basis of each role from the three levels of overseas subsidiaries,
parent companies and host countries, which can contribute to the research gap caused by the static and single perspective of
existing studies on the role formation and type of overseas subsidiaries.

In addition, the practical implications of this study are as follows. First, before setting up overseas subsidiaries, the
parent company needs to fully match its motivation for setting up subsidiaries with the potential of the host country market,
and then take adaptive strategic measures to promote the rapid evolution of the role of subsidiaries. Second, overseas
subsidiaries should spend more time and effort on the acquisition, creation and application of knowledge resources in the
process of internationalization. By improving and optimizing the efficiency and effectiveness of knowledge management, it
promotes the reserve and accumulation of knowledge resources, improves its strategic position within the multinational
corporation and in the host country market,and realizes the rapid evolution to the role of “strategic leader”.

Key Words: the role of overseas subsidiaries; role evolution mechanism; Chinese multinational enterprises;
knowledge resource
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