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The Research on Knowledge Transfer and
Performance of Overseas Subsidiaries in China

Abstract

With the arrival of economical globalization and knowledge economy
age, the knowledge had already substituted for traditional elements of
production such as land and machine equipment and so on, and had be-
come the first element of production. The knowledge is the important ori-
gin of enterprise to acquire the continuous competitive advantage.
Enterprise’s knowledge storage and cognition structure decide the
enterprise’s ability of disposing, developing and using resources and in-
novation ability, and thus finally decide the enterprise’s competitive ad-
vantage and market status. The unique knowledge possessed by the en-
terprise decides enterprise’s ability and management boundary. Besides
the enterprise creates knowledge by itself, it also depends on the outside
knowledge. Therefore, how to obtain and transfer knowledge fast and ef-
fectively becomes the focus which the modern enterprises unceasingly
pay attention to. Through the literature review, theory discussion and
the concrete development practices of overseas subsidiaries in China, the
book studied the entire knowledge transfer process of overseas subsidiar-
ies. The main research is the reverse transfer process of knowledge’s ver-
tical flow out from the overseas subsidiaries to the headquarters (or par-
ent company) and carried on the integrated evaluation on the knowledge

transfer performance.
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The main contents as follows

First chapter is the introduction part, which mainly introduced the
research background and significance, summarized the domestic and for-
eign related knowledge transfer literature, defined the related concepts,
and then discussed the basic theories of this book, finally introduced the
research contents, research methods and innovation of this book.

The main contents of second chapter as follows; on the foundation
of the concrete development practices of overseas subsidiaries in China,
this book explained the reasons of how the overseas subsidiaries came in-
to being by using the knowledge theory of firm. Regarding our country
enterprises, developing international market is the process of duplica-
ting, transferring the present knowledge and creating new knowledge,
simultaneously also is the important method to obtain exterior knowledge
and can provide the power of lasting development and innovation for the
enterprise. The enterprise should carry on the foreign direct investment
to maintain the integrity of enterprise internationalization because it has
some knowledge which be of strong tacitness and can inspire the compet-
itive advantage. The enterprise can transfer the knowledge effectively
within enterprise to display fully its superiority only through foreign direct
investment to expand the boundary of organization abroad. Through for-
- eign direct investment to impulse the internal knowledge transfer, it not
only can maintain the integrality of storage quantity of enterprise’s exist-
ing knowledge but also can create new knowledge.

From the aspects of the basic attributes of knowledge—tacitness and
transfer ability, the third chapter discussed the tacitness of knowledge,
transfer ability and the choice question of the overseas subsidiaries’ inter-
national entry model. First, according to the tacitness degree of knowl-
edge, the entry models are classed as export, alliance, wholly-owned

subsidiaries, license or giving up and so on. Through unified theory
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analysis and mathematics model, this book discussed the choice of inter-
national entry model under every degree of tacitness of knowledge.
Then, this book discussed the influence of knowledge transfer ability on
the international entry model, and the knowledge transfer ability has the
adjustive function on the tacitness degree of knowledge and the choice of
international entry model. Finally unified these two factors related with
the knowledge, this book discussed the integrated effect of these two fac-
tors on the international entry model.

Based on the general communication model principles and process
characteristics of knowledge transfer of overseas subsidiaries in China,
the fourth chapter designed the concept framework of knowledge transfer
of the overseas enterprises. Main contents as follows: First The strategy
role of overseas subsidiaries in the multinational corporation network.
The overseas subsidiaries embedded in two different networks: global
network and local network. These networks are the knowledge network,
relationship network and transaction network. In these dual networks,
the overseas subsidiaries played the different strategy role: knowledge re-
ceiver, knowledge gainer, knowledge inventor and knowledge transfer-
rer. Second The concept framework of overseas subsidiaries knowledge
transfer, which mainly includes knowledge internalization learning mech-
anism of overseas subsidiaries which analyzed knowledge extraction,
knowledge repository, knowledge builder, knowledge representation and
so on. Knowledge integration mechanism of overseas subsidiaries mainly
involves the interactive integration mechanism and the systematic integra-
tion mechanism; the overseas subsidiaries’ knowledge transfer model
which mainly is sérial transfer, near transfer, far transfer, strategic
transfer and expert transfer; Each kind of transfer model is of different
attribute,, organization background and knowledge type and so on; Third

Using the mathematics model to explain the formation mechanism of
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overseas subsidiaries’ knowledge transfer. Fourth Analyzed major effect
factors in the process of knowledge transfer. According to the character-
istics of knowledge transfer, this book divided those factors into the in-
trinsic factor, dominant factor and supportive factor.

The fifth chapter carried the demonstration research on the overseas
subsidiaries’ knowledge transfer process. Based on the partial investiga-
tions data and field survey data of the state natural science fund project,
this book analyzed the relation between transnational knowledge transfer
performance and national culture difference, knowledge type, knowledge
transfer model, the results of demonstration research indicated as fol-
lows; First, the national culture difference has the influence on the
transnational knowledge transfer performance, and the influence of dif-
ferent national culture on the knowledge transfer performance is differ-
ent. Second, at the aspect of the influence of knowledge type on the re-
lation between national culture difference and transnational knowledge
transfer performance, the personnel knowledge has the remarkable influ-
ence on the relation, but the social knowledge and structure knowledge
have not actually affected the relation. Finally, at the aspect of the influ-
ence of knowledge transfer model on the relation between the national
culture difference and transnational knowledge transfer performance, con-
tinuous transfer has the remarkable influence on the national culture and
development performance of new product; near transfer, far transfer, stra-
tegic transfer and expert transfer also have the remarkable influence on the
national culture and knowledge absorption and utilization.

The sixth chapter researched the knowledge transfer performance
evaluation of overseas subsidiaries. First, according to the principle of
Balanced Scorecard ( BSC), this book divided the knowledge transfer
performance evaluation system into five items as the knowledge capital,

technical innovation, customer, organization and enterprise staff, and
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then classed all items as the target, criterion and index based on the bas-
ic principle of fuzzy method; Second, entire evaluation system has 48
items of the third class index, 13 items of the second and 4 items of the
first class index. In all the indexes, there are 14 items of qualitative in-
dex and 34 items of quantitative index, and this book explained the di-
mensionless analysis principle of qualitative index and quantitative in-
dex; Next, proposed the evaluation model of knowledge transfer perform-
ance, mainly includes choosing the indexes by using Fuzzy Delphi Tech-
nique; using the fuzzy AHP method to calculate the fuzzy weight value of
every class and the fuzzy value of knowledge transfer performance; using
the distance formula to calculate the distance value between the fuzzy
value and entire linguistic variable; using linguistic variable to express
the overall performance of knowledge transfer. According to this evalua-
tion model, we can make the scientific and reasonable evaluation of
knowledge transfer performance.

The seventh chapter proposed the guarantee measures about promoting
knowledge transfer of our country overseas subsidiaries. This book also put
forward some concrete countermeasures mainly from the aspects of organiza-
tional structure, system establishment of transnational knowledge transfer,
enterprise ability cultivation and motivational institutions establishment.

The innovation of this book lies in that proposed the concept frame-
work of knowledge transfer process of overseas subsidiaries and established
the index system to evaluate the knowledge transfer performance from the
point of view of knowledge to explain the evolution of overseas subsidiar-
ies; but owing to the limit of time, energy and ability, this book could not
do thorough research for some questions, for example the expatriation per-
sonnel as the carrier of knowledge transfer, the sample data of demonstra-

tion was small, such factors will be considered in the further research.
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