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This book aims to study subsidiary strategic role of MNCs, their evo-
lution path, influencing factors, relation between the path and influencing
factors .

After literature review of subsidiary strategic role of multinationals,
this dissertation sums up to characterize criteria for classification and cor-
responding typology of subsidiary strategic role. On this basis, an analyti-
cal framework of subsidiary strategic role and its evolution was developed ,
taking localization and integration, and scope and competence as dimen-
sions.

This paper brings forward some propositions about subsidiary strate-
gic role and evolution in the context of Chinese transition economy. The
author sent 847 questionnaires and received 99 valid responses with which
the propositions were tested. At the same time, three case studies were
carried out by investigating Matsushita — Wanbao (Guangzhou) Compres-
sor Co. Ltd., Avon (China) Co. Ltd, and Bosch (China) Heating Sys-
tem Co. Ltd. to provide adequate evidence to prove the theoretical frame-
work of the empirical study.

The major findings were as follows: subsidiaries of MNCs in China
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can be divided into quiescent strategy, autonomous strategy, receptive
strategy and active strategy by the dimensions of localization and integra-
tion. Or they can be divided into single activity unit, miniature replica,
highly specialized unit and strategic center by the dimensions of business
scope and competence. Integration and localization can improve the com-
petence level of subsidiary. Business scope is positively related to level of
localization, however, negatively related to level of integration.

Four evolution paths of subsidiary strategic role were identified ac-
cording to above two dimensions; integration /localization and business
scope/competence; they are stable path, growth path, fluctuating path
and degenerate path. Nearly 80% Chinese subsidiaries of MNCs in our
study evolve by stable or growth path, and only 20% subsidiaries evolve
by fluctuating or degenerate path .

The evolution of subsidiary strategic role was influenced by three fac-
tors: subsidiary choice, headquarters assignment, and environmental de-
terminism. Headquarters assignment enhances the level of integration be-
tween headquarters and subsidiary. Subsidiary choice improves the level
of localization of subsidiary. However, the direction of influence of envir-
onmental factors is uncertain. In addition, MNCs can either initiate their
own strategy to change subsidiary strategic role or they can adapt subsid-
iary to a variety of economic environments. Both of these types evolve by
stable or growth path
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