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The Relationship of Ownership Structure and Survival of Subsidiary Based on Evolutionary Theory:

The Moderating Effect of Environmental Jolt and Slack Resources

YU Fei'?,LIU Ming-xia'
(1. School of Economics and Management, Wuhan University, Wuhan 430072, China;

2. School of Business,Guilin University of Electronic Technology, Guilin 541004 ,China)

Abstract: Understanding why organizations are affected so differently by environmental change is funda-
mental to theories of industrial organization and evolutionary. One possible explanation for differential
effects is that the impact of environmental change on performance and survival depends, to some extent,
on an organization’ s autonomy. Based on onevolutionary theory of organization, the effect of slack re-
sources of subsidiaries and ownership structure of subsidiaries on the ability of them dealing with environ-
mental change is studied.,and the analysis of dynamic evolution in environmental change and the survival of
subsidiaries is carried out by piecewise-exponential model. To investigate this problem, a model is tested
that examines differences between wholly owned subsidiaries and joint ventures at founding and during en-
vironmental change, while addressing the role of resources in this process. Furthermore, empirical re-
search is made based on the sample of 1932 non-state-owned enterprises’ subsidiaries on Guangdong prov-
ince in China. Most data comes from the enterprise database in Guangdong province administration for in-
dustry and commerce. It is found that the wholly ownedsubsidiaries have low mortality rates when com-
pared to joint ventures (JVs) in the stable environment, but that their mortality rates increase more rapid-
ly during an environmental jolt. The differences in slack resources, the utilization efficiency and ability of
resources is an important factor leading to the difference of subsidiaries survival in the environment
change, whereas these capabilities is influenced by subsidiary autonomy to some extent, and the autonomy
is influenced by ownership structure. The results not only disentangle the effects of unobserved heteroge-
neity in learning, adaptation and evolution processes of subsidiaries, but also indicate that subsidiary au-
tonomy helps cultivate their competitiveness and the ability of dealing with environmental changes, and
then reduce the mortality rates of subsidiary. Going beyond the traditional focus on static analysis of the
relationship between ownership structure and the survival of subsidiaries, the theory perspectives for re-
search on the issue is enriched by this paper.

Key words: ownership structure; slack resources; environmental jolt; survival analysis



