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Abstract. Does a subsidiary’s autonomy affect its strategic risk-taking? Aiming 

to answer this question, this study considers the data for the 2007-2020 period of 

the A share firms listed on Shanghai and Shenzhen stock exchanges. The study 

finds that subsidiaries’ autonomy positively affects subsidiaries’ strategic risk-

taking. This relationship holds even after several robustness checks were per-

formed. The context test’s results show that subsidiaries’ redundant resources 

positively moderate the relationship between a subsidiary’s autonomy and its 

strategic risk-taking. Then, this study also explores the potential mechanisms of 

these relationships, and demonstrates that a subsidiary’s resources acquisition ca-

pability plays the mediator’s role to promote its strategic risk-taking. In addition, 

we also demonstrate the positive governance effects of a subsidiary’s strategic 

risk-taking on its performance.  

Keywords: subsidiaries’ autonomy; strategic risk-taking; resources acquisition 

capacity; business groups 

1 Introduction 

As a common organizational form in emerging markets, business groups play an im-
portant role in economic development. The subsidiaries of business groups often rely 
on their groups’ internal capital market to improve their resource-acquisition and risk-
taking capability. At the same time, business groups depend on the growth of their sub-
sidiaries to improve the efficiency of the entire internal market[1]-[2]. Therefore, business 
groups should seek to attain a balance between the parent company’s control and sub-
sidiary’s autonomy[3]-[4]. However, the resources that the group's internal market can 
provide to subsidiaries are limited, and subsidiaries still need to obtain more diverse 
resources from outside the group to cope with uncertainty. This objectively requires 
subsidiaries to possess a certain degree of autonomy in strategic decision-making, 
which is subsidiary autonomy. For example, KFC's Chinese subsidiary maintains prod-
uct development autonomy despite needing to align production processes with other 
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regional subsidiaries within the group. It has developed products tailored to local Chi-
nese preferences, such as soy milk and fried dough sticks. 

Subsidiaries’ autonomy helps a parent company in acquiring heterogeneous
knowledge, catering to market changes[5], promoting innovation, and improving invest-
ment efficiency. However, prior research mainly focuses on the influence of subsidiar-
ies’ autonomy on their short-term performance or governance efficiency, while the re-
lationship between subsidiaries’ autonomy and their strategic risk-taking ability is not 
clear. Strategic risk-taking by subsidiaries is an important channel to strengthen their 
vitality and advance their long-term growth. Therefore, it needs to be examined whether 
autonomy provided by a parent company to its subsidiaries affects their degree of stra-
tegic risk-taking. For example, in the recent acquisition of Burger King, excessive con-
trol by the parent company over the Chinese team resulted in severe lack of autonomy 
in menu decisions and pricing, which was a key factor in its operational failure. 

This study uses the data of A-share firms listed on Shanghai and Shenzhen stock 
exchanges from 2007 – 2020 period and finds out: First, a subsidiary’s autonomy can 
positively affect its degree of strategic risk-taking. Second, the moderation test demon-
strates that a subsidiary’s resource redundancy plays a moderating role in the relation-
ship between its autonomy and strategic risk-taking. Third, the mechanism test shows 
that a subsidiary’s autonomy can improve its strategic risk-taking by improving re-
source acquisition capability. Finally, this study finds that a subsidiary’s strategic risk-
taking can significantly improve its market value by reducing the proportion of its fi-
nancial assets to its total assets; however, it also weakens a subsidiary’s tendency to get 
distracted from its intended purpose. 

This study makes the following theoretical contributions. First, it broadens the the-
oretical boundary of the principal-agent theory used in the subsidiary autonomy re-
search. This study explores the effects of subsidiary autonomy and focuses on the rela-
tionship between a subsidiary’s autonomy and its strategic risk-taking. Second, this 
study confirms the positive governance effect of a subsidiary’s autonomy on its strate-
gic risk-taking. This study verifies that a subsidiary’s autonomy can promote the degree 
of its strategic risk-taking, and provides theoretical support for the positive governance 
effects of subsidiaries’ autonomy. Third, this study verifies the mechanisms of above 
relationship. This study illustrates that subsidiaries’ resource redundancy plays a mod-
erating role in the relationship between subsidiaries’ autonomy and strategic risk-tak-
ing. It also confirms that subsidiaries’ resource acquisition capab1ility is the key mech-
anism of the above relationship.  

2 Theoretical Analysis and Hypotheses’ Development 

2.1 Subsidiaries’ Autonomy and Strategic Risk-taking 

As per the principal-agent theory, a principal should pay attention to its agent’s ten-
dency of deliberately avoiding risks due to its shirking motivation. When the interests 
of both the parties are not similar, an agent may be unwilling to bear risks because of 
self-interest and risk aversion. In a business group, although the parent company can 
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weaken the potential opportunistic motivation of subsidiaries’ executives by using cer-
tain controlling measures, it may also limit the initiative of such executives. Conse-
quently, they may deliberately avoid risks, which may harm subsidiaries’ sustainable 
development. To stimulate executives' willingness to take risks, the parent company 
should grant subsidiaries the necessary autonomy in operational decision-making.  

Many studies on corporate governance have shown that appropriate extent of sub-
sidiaries’ autonomy could effectively stimulate the initiative of subsidiaries’ executives 
by ensuring that a subsidiary is embedded into both the business group’s internal and 
external markets. For example, a subsidiary has many external shareholders or credi-
tors, who can provide it resources from its business group’s external market. Therefore, 
when a subsidiary is embedded into its business group’s internal and external markets, 
an appropriate degree of a subsidiary’s autonomy is helpful to establish its resource 
advantage. It is crucial for enhancing strategic risk-taking ability[6]. This is due to fol-
lowing reasons: 

First, a subsidiary can rely on the resources from its business group’s internal market. 
As it is affiliated to its business group, a subsidiary’s operating performance is directly 
linked to the interests of its business group. A business group can provide necessary 
support to its subsidiaries via internal market. These internal market supports including 
capital, technology, and supply chains enable subsidiaries to reduce external market 
acquisition costs. This will help subsidiary maintain sufficient liquidity to withstand 
uncertainties and risks.  

Second, subsidiaries’ autonomy provides necessary, independent decision-making 
rights for their own operations, which strengthens their embeddedness into the external 
networks of their parent companies[7]. A higher degree of external embeddedness ena-
bles subsidiaries to maintain a close relationship with other stakeholders, apart from 
their business group, and helps them to acquire more resources[8]. These resources may 
be scarce and complementary to internal market resources which internal capital mar-
kets cannot provide. These resources help subsidiaries enhance their strategic risk-bear-
ing capacity. 

Third, subsidiary autonomy helps maintain flexibility between internal and external 
capital markets. When a subsidiary has more autonomy, it can both leverage the low-
cost factor supply advantages of internal capital markets and harness the efficiency of 
external market channels. This advantage enables subsidiary to reduce response time to 
external uncertainties and enhance its speed of response. Therefore, a subsidiary’s au-
tonomy could improve its strategic risk-taking. 

Therefore, this study proposes Hypothesis 1 as follows: 
Hypothesis 1: A significant positive correlation exists between a subsidiary’s au-

tonomy and its strategic risk-taking. 

2.2 Subsidiaries’ Autonomy and Strategic Risk-taking: The Moderating 
Effect of Subsidiaries’ Resource Redundancy 

As mentioned above, a subsidiary’s embeddedness into both internal and external mar-
kets enables it to not only get its business group’s support but also acquire necessary 
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resources from the external market. However, resources, whether from internal or ex-
ternal markets of a business group, require necessary returns. In this case, a subsidiary’s 
resource redundancy is the basis to acquire support from internal and external markets, 
which could strengthen the subsidiary’s bargaining power to reduce the resource acqui-
sition cost. When a subsidiary has more abundant resources, it not only has a stronger 
bargaining power, but its cost of resource acquisition is also lower. However, when a 
subsidiary has insufficient resources, its bargaining power is weaker, requiring it to pay 
higher resource acquisition costs for the support of its business group’s internal or ex-
ternal capital markets.  

Organizational redundancy refers to surplus resources of a firm that exceed its nor-
mal operational need[8]. It can be divided into absorbed redundancy and unabsorbed 
redundancy. Absorbed redundancy refers to long-term reserve resources that a firm has 
and that can be reused during an uncertainty or a crisis. Unabsorbed redundancy refers 
to highly liquid resources, such as cash and cash equivalents, which remain unutilized 
in a firm and can be flexibly allocated to any activity. This study proposes that organi-
zational redundancy actively moderates the relationship between a subsidiary’s auton-
omy and its strategic risk-taking in the following manner: 

First, absorbed redundancy acts as a stabilizer. Absorbed redundancy, which refers 
to long-term reserve resources, is embodied in specific material capital and special hu-
man capital. Such forms of capital can be directly used by a subsidiary. They enable 
subsidiaries to have a bargaining power in their relationships with external stakeholders 
and play an important role as a stabilizer. A higher level of absorbed redundancy im-
proves the willingness of a subsidiary’s executives to take strategic risks[9], respond 
quickly to changes in the external environment, and improve their value-creating abil-
ity[10]. Therefore, this study proposes the following hypothesis. 

Hypothesis 2: Absorbed redundancy positively moderates the relationship between 
a subsidiary’s autonomy and strategic risk-taking. 

Second, unabsorbed redundancy acts as a buffer for a firm by improving its liquidity. 
Unabsorbed redundancy provides necessary resources for a subsidiary’s endogenous 
growth. When a subsidiary needs to reconfigure its internal resources, unabsorbed re-
dundancy can directly provide incremental resources[10], promote innovation and
knowledge creation within the subsidiary[11], and provide more options to executives so 
that they have a stronger willingness to take strategic risks[12]. Besides, unabsorbed re-
dundancy can also hedge the external market’s uncertainty. The liquidity provided by 
unabsorbed redundancy allows a subsidiary to have autonomy in its decision-making 
when dealing with uncertainty, thus it is helpful to strengthen strategic risk-taking[13]. 
Therefore, this study proposes the following hypothesis. 

Hypothesis 3: Unabsorbed redundancy positively moderates the relationship be-
tween a subsidiary’s autonomy and strategic risk-taking. 

It is worth noting that absorbed redundancy is embedded within core processes, in-
curs no additional coordination costs when invoked[14]. Subsidiary can proactively uti-
lize absorbed redundancy to better address external uncertainties. Unabsorbed redun-
dancy remains detached from core processes, requiring prior resolution of resource and 
process alignment issues before invocation[15]. Unabsorbed redundancy is difficult for 
subsidiary to actively leverage and thus struggles to counter external uncertainties. In 
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summary, the immediate availability of absorbed redundancy enables significantly 
higher resource conversion efficiency than unabsorbed redundancy[16]. It delivers more 
direct and rapid impact. 

Hypothesis 4: Absorbed redundancy exerts a stronger moderating effect than un-
absorbed redundancy. 

3 Research Design 

3.1 Sample 

This study considers the data of A-share firms listed on Shanghai and Shenzhen stock 
exchanges for the 2007-2020 period. The sample data starts from 2007 because China 
adopted new accounting standards in this year. In addition, this study excludes extreme 
values of variables by tail reduction (0.05%). The data finally includes 27,004 obser-
vations of 3,218 listed firms from 2007 to 2020, covering 18 industry categories. The 
data is sourced from the China Stock Market and Accounting Research (CSMAR) da-
tabase, and some missing data of main variables are manually supplemented. 

3.2 Independent Variable: Subsidiary Autonomy 

Subsidiaries’ autonomy is measured by the proportion of directors assigned by a parent 
company to the overall number of directors in its subsidiary. In addition, to conven-
iently explain the empirical results, this study uses 1 minus the proportion of directors 
assigned by a parent company as the proxy variable of subsidiaries’ autonomy (Auton-
omy). The higher the value of this variable, the more autonomy a subsidiary has. 

3.3 Dependent Variables: Subsidiaries’ Strategic Risk-taking 

Based on the prior studies[17], the intensity of investment in research and development 
(R&D) (Risk-Taking1) and capital expenditure level (Risk-Taking2) are used to meas-
ure subsidiaries’ strategic risk-taking. Specifically, R&D investment intensity is meas-
ured by the ratio of a firm’s R&D investments to its total assets, while capital expendi-
ture level is measured by the ratio of a firm’s capital expenditure to its total assets. 

3.4 Moderate Variables: Subsidiaries’ Resource Redundancy 

Referring to existing literatures[18]-[19], this study uses the ratio of quick assets to oper-
ating revenue adjusted by the industry mean value to measure unabsorbed redundancy 
(UNAbSlack). Besides, it uses the ratio of period costs to operating revenue adjusted by 
the industry mean value to measure absorbed redundancy (ABSslack). 



 

  

able Risk-Taking2 The ratio of capital expenditure to total 

Absorbed slack AbSlack revenue adjusted by the industry mean 
value 

Varia-

ln (Total assets at the end of the period 
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3.5 Control Variables 

This study selects following control variables: Firm size (Size), Book-to-Market ratio 
(BM), Firm leverage (Lev), Profitability (EPS), Firm growth (Growth), Board size
(Board), Blockholder ownership (Top1), and Managerial ownership (MShare). The 
summary of variables is shown in Table 1. 

Table 1. Variable definitions. 

Variable name Variable 
symbol Variable definition 

Depend-
ent Vari- Strategic risk-taking 

Risk-Taking1 The ratio of R&D investments to total 
assets 

Inde-
pendent Subsidiaries’ Auton- Autonomy 

assets 
1 minus the proportion of directors as-

signed by a parent company to the 
Variable omy overall number of directors 

The ratio of quick assets to operating 

Modera-
tors 

Unabsorbed slack UNAbSlack revenue adjusted by the industry mean 
value 

The ratio of period costs to operating 

Firm size Size +1) 
Book-to-Market ra-

tio BM The ratio of total assets to a firm’s mar-
ket value 

Firm leverage Lev The ratio of total debts to total assets 

Control Profitability EPS The ratio of net profit to subscribed 
capital 

bles Firm growth Growth The growth rate of main business reve-
nue 

Board size Board Total numbers of directors 
Blockholder owner-

ship Top1 The share of the largest blockholder’s 
ownership in a firm 

Managerial owner-
ship MShare The ratio of managers’ ownership in a 

firm. 

4 Empirical Results 

4.1 Descriptive Statistics 

Table 2 lists the descriptive statistics of main variables. When the mean and standard 
deviation of R&D investment intensity and capital expenditure level are considered, the 
results show that listed firms’ strategic risk-taking in China is more focused on short-
term orientation of capital expenditure rather than long-term orientation of R&D. As 
for the measure of subsidiaries’ autonomy, the average proportion of directors assigned 
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by outsiders in sample firms is less than one-thirds and the degree of deviation is low, 
which reveals that listed firms’ autonomy is relatively low in China. 

Table 2. Descriptive statistics of main variables. 

Obs Mean S.D. Min Max
Risk-Taking1 27,004 0.0157 0.0218 0 1.0395
Risk-Taking2 27,004 0.517 0.5972 -9.5799 13.4405

Autonomy 27,004 0.2258 0.1755 0 0.6667
Size 27,004 22.2164 1.2981 19.6449 26.1806
BM 27,004 0.6183 0.2507 0.1131 1.139
Lev 27,004 0.4527 0.2052 0.0612 0.9314
EPS 27,004 0.3647 0.5739 -1.3898 2.8590

Growth 27,004 0.186 0.4988 -0.5930 3.4797
Board 27,004 8.6993 1.7538 5 15
Top1 27,004 0.349 0.1482 0.0924 0.7466

MShare 27,004 0.1008 0.1747 0 0.657

Note: Total Obs., S.D., Min., and Max. stand for Total Observations, Standard De-
viation, Minimum, and Maximum 

4.2 Main Test: A Subsidiary’s Autonomy and its Strategic Risk-taking 

Table 3 reports the regression results of the main effect. Columns (1) and (2) show 
regression results of the full sample. The coefficients of subsidiaries’ autonomy are all 
significant at the level of 1%, which demonstrates the positive correlation between a 
subsidiary’s autonomy and its strategic risk-taking. Therefore, Hypothesis 1 is con-
firmed. The test in column (3) to column (4) also confirmed Hypothesis 1. 

Table 3. Subsidiaries’ autonomy and strategic risk-taking. 

(1) (2) (3) (4) (5) (6)

 Risk-Tak-
ing1 

Risk-Tak-
ing 2 Risk-Taking 2Risk-Taking1

Full s mples a SOEs POEs SOEs POEs
0.0033*** 0.0772*** 0.004*** 0.0033*** 0.0632** 0.0815***

Autonomy (4.45) (3.49) (4.02) (2.98) (1.96) (2.66)
-0.0101** -0.0894 -0.0080 -0.0214*** -0.264 -0.0276

(-2.25) (-0.68) (-1.41) (-3.03) (-1.43) (-0.14)
Ind YES YES YES YES YES YES

Year YES YES YES YES YES YES
Controls YES YES YES YES YES YES

N 27,004 27,004 12,067 14,937 12,067 14,937
F 309.34*** 164.94*** 97.99*** 162.46*** 105.60*** 59.76*** 

Adj_R2 0.3081 0.1914 0.2387 0.2966 0.2527 0.1330

Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 
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4.3 Robustness Check 

Fixed-effect (FE) Test. This study first uses the fixed-effect model to perform a sup-
plementary test. The results are shown in Columns (1) and (2) of Table 4. They show 
that a subsidiary’s autonomy is significantly and positively correlated with its strategic 
risk-taking. Besides, the results are significant at the 1% level, which strongly supports 
the results of Hypothesis 1. 

Variable Substitution. This study also uses management expense ratio (the ratio of 
management fees to total assets) to measure subsidiaries’ autonomy (Autonomy1) for 
the robustness test. The regression results are reported in Columns (3) and (4) of Table 
4. The results show that a subsidiary’s autonomy is significantly and positively corre-
lated with its strategic risk-taking, which also supports the results of Hypothesis 1. 

Table 4. FE and variable substitution. 

 
 

(1)
FE

(2)
FE

(3)
OLS^

(4)
OLS^ 

Risk-Taking1 Risk-Taking2 Risk-Taking1 Risk-Taking2

Autonomy 0.0431***

(5.49)
0.0959***

(5.54)

Autonomy1 (2.78) (2.03)
*** **

Cons (1.49) (3.33) (-2.15) (-0.58)
Ind YES YES YES YES

Year YES YES YES YES
Controls YES YES YES YES

N 27,004 27,004 27,004 27,004
F 65.52*** 49.02*** 308.62*** 164.68*** 

Adj_R2 0.2632 0.1413 0.3076 0.1912
Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. ^ OLS 

stands for ordinary least squares 

Instrumental Variable Estimation: IV-2SLS. This study uses the 2SLS with an in-
strumental variable to deal with the endogenous problem. Subsidiaries’ listed age (Age) 
is selected as an instrumental variable because a subsidiary’s listed age can reflect its 
maturity, which may affect its parent company’s degree of intervention and control over 
it. Meanwhile, a subsidiary’s listed age is not easily affected by its strategic risk-taking. 
The results of 2SLS are shown in Table 5: the first step of OLS results in Column (1) 
show that there is a significant correlation between a subsidiary’s listed age and its 
autonomy. However, the second step of 2SLS results in Columns (2) and (3) show that 
a subsidiary’s autonomy can significantly improve its strategic risk-taking, which is 
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consistent with the results of Hypothesis 1. The F-value for the weak instrumental var-
iable test is 96.469, significantly exceeding the critical value of 16.38, indicating the 
validity of the instrumental variable selection. 

Table 5. Subsidiaries’ autonomy and strategic risk-taking: 2SLS. 

 (1) (2) (3)
 First stage 

Autonomy
Secon

Risk1
 

Risk2

Age 0.0082***

(6.42)

Autonomy  2.0126*** 2.9000*** 
 (3.65) (6.40)

-0.148*** 0.00213 -0.994Cons (-4.07) (0.72) (-1.25)
Ind YES YES YES

Year YES YES YES
Controls YES YES YES

Weak identi-
fication test 96.469 

N 27,004 27,004 27,004

Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 

4.4 Moderating Effect of Subsidiaries’ Resource Redundancy 

In Table 6, Columns (1) and (2) show that the interaction term of subsidiaries’ auton-
omy and absorbed redundancy has a significantly positive correlation with strategic 
risk-taking, which is consistent with Hypothesis 2. Columns (3) and (4) in Table 6 show 
that the interaction term of unabsorbed redundancy and subsidiaries’ autonomy is sig-
nificantly positive, which is consistent with Hypothesis 3. The coefficients for interac-
tion terms with absorbed redundancy exceed unabsorbed redundancy. T-values for co-
efficient differences are 3.482 and 2.371, respectively. This indicates that the moderat-
ing effect with absorbed redundancy is stronger than unabsorbed redundancy, support-
ing Hypothesis 4. 

Table 6. The moderating effect of subsidiaries’ resource redundancy. 

 (1)
Risk-Taking1

(2)
Risk-Taking2

(3)
Risk-Taking1

(4)
Risk-Taking2

Autonomy -0.0005
(-0.65)

0.0525**

(2.26)
-0.0009
(-1.08)

0.0943*** 
(4.02)

AbSlack 0.0162***

(10.67)
0.157***

(7.45)
Autonomy 
*AbSlack 

0.0158***

(3.10)
0.390*** 
(2.58)

UnabSlack 0.003***

(11.92)
0.176*** 
(24.83)
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Autonomy 
*UnabSlack 

0.0032***

(3.62)
0.0266** 
(2.06)

Cons 0.0136***

(5.00)
1.183***

(15.67)
0.0106***

(3.93)
1.112*** 
(14.56)

Ind YES YES YES YES
Year YES YES YES YES

Controls YES YES YES YES
N 27,004 27,004 27,004 27,004
F 408.18*** 304.14*** 412.66*** 238.72*** 

Adj_R2 0.1423 0.1099 0.1436 0.0883
Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 

4.5 Mechanism Test: Subsidiaries’ Resource Acquisition Capability 

This study proposes that a subsidiary’s resource acquisition capability is the mechanism 
through which its autonomy affects its strategic risk-taking. To verify this mechanism, 
this study adopts a subsidiary’s debt financing cost and equity financing cost as the 
alternative measures of its resource acquisition capability. Specifically, debt financing 
cost (DebtCost) is measured by the ratio of the sum of long-term loans and short-term 
loans’ interest expenses to total assets. The equity financing cost (EquityCost) is calcu-
lated by PEG model[20], which is measured by the price-earnings ratio divided by the 
short-term earnings growth rate, and the specific calculation method is: 𝐸𝑞𝑢𝑖𝑡𝑦𝐶𝑜𝑠𝑡 = (𝐸𝑃𝑆 − 𝐸𝑃𝑆 ) 𝑃⁄  (1)

EPS is the earnings per share at the end of the sample year, and P is listed firms’ 
stock price at the end of the sample year. 

In the first step, this study tests the relationship between a subsidiary’s autonomy 
and its resource acquisition capability. The results in Table 7 reveal that while a sub-
sidiary’s autonomy maintains a significantly positive correlation with its strategic risk-
taking, its debt financing cost or equity financing cost has a significantly negative cor-
relation with strategic risk-taking. The above variables may prove insufficient for com-
prehensively assessing a subsidiary's resource acquisition capabilities. This study fur-
ther uses tax incentives (Tax) and the number of R&D personnel (RDP) to gauge
whether resource acquisition capabilities are strengthened. Tax incentives measure the 
level of support from government, while the number of R&D personnel quantifies the 
intensity of a subsidiary's innovation investment. Table 8 shows the results, which are 
consistent with those in Table 7. It indicates that subsidiary’s autonomy also enhances 
its ability to get government support and employee support, thereby strengthening re-
source acquisition capabilities. 

4.6 Further Analysis: The Economic Consequences of Subsidiaries’ Strategic 
Risk-taking 

This study tests the relationship between a subsidiary’s strategic risk-taking and its per-
formance. The measures of performance should mainly focus on the subsidiary’s long-
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term value. In this paper, a subsidiary’s market value (TobinQ) and financial assets ratio 
(Fin) are used as alternative variables to test the economic consequences of subsidiar-
ies’ strategic risk-taking.  

Table 7. The mediating effect of subsidiaries’ resource acquisition capability I. 

 (1)

DebtCost

(2)
Risk-Tak-

ing1 

(3)
Risk-Tak-

ing2 

(4)
Equi-
tyCost 

(5)
Risk-Tak-

ing1 

(6)
Risk-Tak-

ing2 

Autonomy -0.0314*** 
(-4.27) 

0.0033***

(4.45)
0.0772*** 

(3.49)
-0.0061*** 

(-2.92) 
0.0033**

(3.53)
0.0291** 

(2.05)

DebtCost  
 

-0.0005
(-4.77)

*** -0.009  
(-2.84)

***

EquityCost -0.0173**

(-2.25)
-0.0305*** 

(-2.79)

Cons 1.33*** 0.0009 0.103 0.0545 -0.0165** -0.150

Ind YES YES YES YES YES YES
Year YES YES YES YES YES YES

Controls YES YES YES YES YES YES
N 27,004 27,004 27,004 27,004 27,004 27,004
F 126.54*** 302.42*** 161.06*** 79.59*** 194.51*** 107.29*** 

Adj_R2 0.3191 0.3087 0.1917 0.1411 0.2933 0.1857
Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 

Table 8. The mediating effect of subsidiaries’ resource acquisition capability II. 

 (1) (2) (3) (4) (5) (6)

Tax Risk-Tak-
ing1 

Risk-Tak-
ing2 RDP Risk-Tak-

ing1 
Risk-Tak-

ing2 

Autonomy 0.0573* 0.0027*** 0.0487*** 0.5872*** 0.0021** 0.0291** 

Tax  
 

0.0472***

(3.77)
0.0282** 

(2.32)

RDP 0.4534**

(1.99)
0.4279* 
(1.84)

Cons (3.72) (0.19) (0.07) (-0.05) (-2.01) (-1.38)
Ind YES YES YES YES YES YES

Year YES YES YES YES YES YES
Controls YES YES YES YES YES YES

N 27,004 27,004 27,004 27,004 27,004 27,004
F 178.94*** 376.43*** 189.75*** 87.94*** 221.35*** 98.97*** 

Adj_R2 0.4832 0.3092 0.1937 0.5674 0.3821 0.2001

Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 
Table 9 summarizes the results of economic consequences of subsidiaries’ strategic 

risk-taking. The results show that a subsidiary’s strategic risk-taking is positively cor-
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related with its market value, while negatively correlated with the proportion of its fi-
nancial assets to total assets. This indicates that a subsidiary’s strategic risk-taking can 
bring positive economic consequences by improving its market value and decreasing 
the proportion of its financial assets to total assets. For example, despite being con-
trolled by Haier, the founding team of Thunder robot retains a high degree of autonomy. 
Not only did they withstand the impact of external economic changes, but they also 
successfully listed on the Beijing Stock Exchange in 2022. In contrast, Microsoft's mo-
bile division ultimately fell out of favor with the market due to its prolonged lack of 
autonomy under the control of PC division. 

Table 9. Economic consequences of Subsidiaries’ strategic risk-taking. 

 (1) 
TobinQ 

(2) 
TobinQ 

(3) 
Fin 

(4) 
Fin 

Risk-Taking1 6.670***

(18.61)
-0.0677***

(-4.09)

Risk-Taking2 0.0652***

(5.28)
-0.0046*** 

(-8.05)

Cons 12.58***

(49.10)
12.71***

(49.33)
0.115***

(9.71)
0.113*** 
(9.54)

Ind YES YES YES YES
Year YES YES YES YES

Controls YES YES YES YES
N 27,004 27,004 27,004 27,004
F 390.03*** 377.21*** 96.17*** 97.60*** 

Adj_R2 0.3538 0.3462 0.1181 0.1197
Notes: * p < 0.1, ** p < 0.05, *** p < 0.01. T-statistics are in parenthesis. 

5 Conclusions and Implications 

By considering the data for the 2007-2020 period of A-share subsidiaries listed on 
Shanghai and Shenzhen stock exchanges, this study verified the relationship between a 
subsidiary’s autonomy and its strategic risk-taking. The main conclusions of this study 
are as follows: First, a subsidiary’s autonomy can enhance its strategic risk-taking. Sec-
ond, a subsidiary’s resource redundancy plays a moderating role in the relationship be-
tween its autonomy and strategic risk-taking. Third, subsidiaries’ resource acquisition 
capability is the mechanism through which subsidiaries’ autonomy affects their strate-
gic risk-taking. Finally, the economic consequences test shows that subsidiaries’ stra-
tegic risk-taking can significantly promote subsidiaries’ market value and reduce the 
proportion of their financial assets to total assets.  

Referring to the conclusions, this paper has a number of limitations and might offer 
the potential directions for the future research. First, it would be interesting to explore 
the suitable degree of subsidiary’s autonomy. It is important to take control of your own 
destiny. However, how to maintain the appropriate degree of autonomy and achieve the 
balance between internal and external embeddedness require further more attention. 
Second, this study illustrated that subsidiary’s strategic risk-taking stemmed from its 
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autonomy could improve the economic performance. Scholars should pay more atten-
tion to explore the governance effects of subsidiary’s strategic risk-taking imposed on 
social performance. Finally, the future research could further explore the boundary con-
ditions of subsidiary autonomy’s positive governance effects. 
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