32  Learning in Global and Local
Networks: Experience of
Chinese Firms in Hong Kong,
Singapore, and Taiwan

Lai Si Tsui-Auch

The development of perspectives on organiza-
tional learning has been based primarily on the
experience in large Western industrialized
countries. The learning experience of enter-
prises in non-Western countries is underrepre-
sented. This chapter presents a review of the
learning processes of Chinese firms in Hong
Kong, Taiwan, and Singapore, which have char-
acteristics distinct from large Western and Jap-
anese enterprises (see Macharzina, Oesterle,
and Brodel, Ch. 28; Child, Ch. 29; Lane, Ch. 31;
Nonaka, Toyama, and Byosiére, Ch. 22 in this
volume).

The chronic Asian economic downturn has
prompted policy-makers in many countries in
the region to rethink their strategies of devel-
opment. This reassessment has directed a cer-
tain degree of attention to three Chinese-
dominated economies—Taiwan, Hong Kong,
and Singapore—which are seen as being more
resilient than their chief export rivals, such as
South Korea and Japan. This characteristic is
attributed at least partly to the dominance of
Chinese small and medium-sized enterprises,
whose corporate flexibility and adaptability en-
ables them to cope with market fluctuation.
Within these three economies, however, aca-
demics and policy-makers are concerned
about the capacity for innovation and competi-
tiveness of small and medium-sized enterprises
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The Conventional Model of
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from different values and ideas of individuals
and groups. To facilitate organizational learn-
ing, authors suggest ways to promote dialogue
between the proponents of different mental
models (Argyris and Schén 1996) or to evolve
shared mental models (Kim 1993) or cognitive
maps (Lee, Courtney, and O’Keefe 1992). In the
third stream of views on the organizational
learning process, learning is conceived of as
stimuli-response patterns, a perspective that re-
flects a biologistic view of social life (Levitt and
March 1988; March and Olsen 1976). Levinthal
and March (1993), in line with the institution-
alist tradition of organizational studies, discern
the paradoxes of organizational learning by
theorizing the learning traps of both success
and failure. On the one hand, success reinforces
excessive exploitation of the existing routine,
reducing the organization’s ability to cope with
the changing environment. On the other hand,
failure triggers an excessive exploration of new
solutions, leading to neglect of the need for
continuity and subjecting the organization to
vulnerability in the long run.

Learning as Practice

Authors adopting the view that learning is
rooted in practice make no distinction between
cognition and interpretation or between know-
ledge and action (Czarniawska and Sevén 1996;
Nonaka and Takeuchi 1995). They thereby sug-
gest that learning stems primarily from action
rather than from diffusion of information and
training (Brown and Duguid 1991; Orr 1993).
Other authors suggest that people learn
through creative imitation anchored in specific
time and space (Czarniawska 1997; Gherardi
1997). Much of the knowledge that helps people
deal with actual problems or sparks innovation
Is tacit and informal, being spread through in-
teraction, story-telling, and informal processes
in action-nets or communal processes (Tyre
and von Hippel 1997). From this standpoint
learning is a daily process of individuals in
groups. It is the accumulation of experience,
the formation of skills, and the creation and
development of knowledge through practice,

or action, rather than a specific, difficult task
that needs to be designed and managed by lead-
ers and top management. Although authors
who view learning as practice do not disagree
that knowledge is stored in human minds, they
conceive of learning as inherently social. Learn-
ing, knowledge, and action are not freestand-
ing; they are context-dependent. Knowledge
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the Chinese manufacturing firms in these
economies have three characteristics in com-
mon. They are (a) small and medium-sized
enterprises, (b) latecomers to product techno-
logy, and (c) subcontractors or suppliers tied
to both global and local production networks.
First, most of the small and medium-sized
enterprises are owned by a single individual,
family, relatives, or friends (Sit and Wong
1989). They are often Managed by the owner
and a few managers, and the Organizational

structure is rather flat (Kao 1993). Some authors
argue that such a govern
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manufacturing),’ overseas acquisitions or
equity investments, and strategic partnerships
for technology. Hobday stated that a local,
wholly foreign-owned subsidiary or joint
venture partner learns to operate imported
production equipment and to organize a pro-
duction routine. He further observed that a
local firm, in arranging for subcontracting or
licenses, learns to develop fuil production
Capacities and to purchase material. Original
design manufacturing by a local firm particu-
larly demonstrates the firm’s ‘internalization’
of design skills and knowledge.

Although imitative learning may enable late-
comer firms to stay in the production race, it
does not enable them to Cooperate and com-
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Hobday (1995) revealed, for
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cost conscious, and highly unstable (Tsui-Auch
19994).

Within a Chinese enterprise, employees feel
insecure (Tam 1990). This insecurity drives
employees to learn to be self-reliant rather
than to attain collective goals. Whereas Jap-
anese firms practice egalitarian inclusion of
their members, Chinese firms practice differen-
tial and discriminatory inclusion. Chinese
firms, according to Tam, are characterized by
high reward differentials between owners and
employees, limited career opportunities, cen-
tralization of decision-making, and arbitrary
dismissals. Employees who are related in one
way or another to the owning family are
nurtured on a fast track, eventually ending up
in the ownership echelon. Employees who are
not related to the owning family have only
limited career movement and face a glass ceil-
ing. Whereas employees in Japanese enter-
prises are socialized to take the company as
their family and to work for the company, Chi-
nese work in companies to earn a living for
their own families, and their loyalty and com-
mitment lie outside the firm. Japanese learn to
depend on the company, while Chinese learn
to depend on themselves. Japanese employees
learn in a secure context, whereas Chinese
work hard in a context of insecurity.

In Chinese firms the bifurcation of manager-
ial career routes is paralleled by two layers of
management development activities, with one
being openly endorsed and the other closely
concealed. There are two types of learners.
The overt learners are those who have a ‘rela-
tionship’ with the ownerand who are identified
asthe‘selected’. The covert learners do not have
such a background and are left to develop their
entrepreneurial skills and connections on
theirownwithin the company and the network,
often without the awareness of the owner-
manager. Analyzing the career histories of
some 300 entrepreneurs drawn from a variety
of industries, Tam found that some 71 per cent
of them had gone the route of covert learners,
moving from employee to employer status.

The spin-off of employees reinforces the em-
ployer’s distrust of the work force and the

strong belief in the loyalty of family members.

This combination, in turn, leads to an external-
ization of operational and administrative
functions, which leads to the evolution of the
subcontracting system. The balance of these
forces produces a drive to reduce the internal
complexity of firms, increases employees’ de-
termination to set up their own firms, and adds
to the number of enterprises that are founqed-
The path along which Chinese firms achieve
constant renewal and innovation efficiency
differs from that taken by U.S. and Japanes
corporations. The corporate renewal of large
U.S. enterprises depends on leadership feplace;
ment—the mechanism by which a new lead‘?s
is substituted for the old one. The new lea.der(;-
expected to introduce new vision and will t
just personnel, structure, and systems to reﬂ(:;-
the new emphasis. Japanese firms achieve cnt
porate renewal by means of crisis exdt.emete;
Instead of being replaced, the leader arnculare_
the crisis and mobilizes the work forc€ tOf te
spond to new situations and to share ther: is
of the ‘community’. In Chinese firms, the ent
no separation of ownership and manage“:hat
(see also Redding 1990), an arrangementorate
makes it almost impossible to replace corP s
leadership. Furthermore, the lack of sen nity
belonging and of an integrative Commue ar-
makes crisis excitement impracticable. Jim-
ticulation of crises might undermin€ th.e the
ited confidence that employees haveé ";rm's
owning family and might increase the ™
labor turnover. Instead, corporate ,ene.v;’n )
achieved through the fission and refus! vitalr
firms. The business system is constantly re' sting
ized when learners break away from the e con-
companies and strike out their own- rh::tand'
stant breaking-up of firms and the N e the
ardization of employee behavior redqu pre-
possibility of building bureaucracies an8) sug”
vent ossification. Furthermore, Tam (199 stem
gested that the Chinese business -Sfy sion
provides a favorable context for the. i unt o
of innovation, that the entrepf"'neurlal bf:ross-
the system makes it conducive tO ﬂ.le
fertilization of ideas and to innovatio o
system portrayed by Tam fosters 2P’
and exploitation of business OPP
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personal trust was not simply a kind of. senti-
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expands, Chinese manufacturers subcontract
their surplus orders to the other firms. When
it contracts, they downsize their existing busi-
ness and venture into more lucrative business
such as real estate and stocks and shares. This
business strategy enables firms to survive more
than to innovate products. In fact, Chinese
firms in Hong Kong, Taiwan, and Singapore
are ‘sandwiched’ between the technological
dominance of global corporations and stiff
competition from their Southeast Asian imita-
tors who can produce at even lower cost. The
dependence on cheap labor and land available
in China and Southeast Asian countries might
pose high risks to manufacturers if social and
political turmoil threatens these host countries
(Wehrfritz 1995; Wyszomierski 1998).

Past success with interorganizational imita-
tion, which has often meant neglect of intraor-
ganizational learning, is not enough to sustain
corporate survival and growth among enter-
prises in industries marked by rapidly increas-
ing technological sophistication. In electronics
and the associated supporting industries for
metal and plastics, for example, Chinese manu-
facturing enterprises will eventually lose out if
they resist organizational change. Firms in Tai-
wan and Singapore are increasingly stabilizing
theirsubcontractingrelationships with custom-
ers and suppliers in order to upgrade techno-
logically, exchange information, and ensure
high product quality and timely delivery
(Tsui-Auch 2000). The institutionalization of
quality control as exemplified in requirement
9002 of the International Organization for
Standardization (ISO) has accelerated organiza-
tional learning and unlearning. The mainten-
ance of ISO gooz certification requires stringent
quality control, systematic data analysis, docu-
mentation, storage, and retrieval. The learn-
ing of these new practices is also fostering a
partial unlearning of the habit of relying purely
on ‘talk’ or ‘rough calculation’ (Tsui-Auch
1999b).

Latecomer firms that are relatively isolat-
ed from markets and R&D bases in the trad-
itional industrial center are initially unable
to compete with leaders in the cutting-edge
technologies. Instead of competing with the

technological leaders head-on, latecomers
might better concentrate on the niches where
they enjoy comparative advantages. In the
electronics industry, for example, firms should
aim at developing electronics components for
the Chinese market instead of competing with
each other to supply similar consumer electron-
ics products to the mature markets of the
United States and western Europe (HKGIP
1991). In the biotechnology industry, which 15
knowledge-intensive, Chinese firms in Honfg
Kong, Taiwan, and Singapore enjoy a competi
tive advantage in the development and mant-
facture of traditional Chinese medicine (TS"”
Auch 1997, in press). They are operating '"3
bilingual environment involving Chinese ano
English. Their home bases enjoy Pfoximlty t .
and affinity with China, which provides ™ 1
ical resources, human resources, and a Po.te,nnzl
market. The empirical knowledge of trad’t'(.)n -
Chinese medicine is available in the me’dnca e
research and health-care community- l‘helie
factors pose a barrier to competition from t or
Western pharmaceutical companies (Bergt.
and Lester 1997). In fact, the development s(tjr?e.
egy of creating endogenous knowledge 21 en
lying on local and regional markets has blier'
proposed in dependency theory and the alop-
native development approach within deve n
ment studies since the rgyos (Bell . m
Rosenfeld 1990; for a summary, se€ Blomstr?ies
and Hettne 1985). Proponents of thes€ theo ing
and approaches have been criticized for lea'fc‘)na
toward the politics of national and res! tage
isolationism and for disregarding the advannous
of combining exogenous and endogef na-
knowledge as a way to meet the needs Of this
tions. Nevertheless, recent rediscovery ©
strategy has come at a time when Asiais€”
tering economic stagnancy and crises ar;nt.
seeking new paths for industrial develqpn:a en-
Whereas the strategy of creating regloqn the
dogenous knowledge may be the pat l[t an
long run, it may not be feasible in the SPOti ona
medium term. It requires strong ,m.suwharac—
support by a proactive state, a tradition € ot O
teristic of Taiwan and Singapore bur]ersls the
Hong Kong (Tsui-Auch 1998). Neverthe nt '
postcolonial Hong Kong governme

recently made a paradigm shift toward supp?zf;-
ing technological upgrading and (-”gar:vith
tional collaboration (personal interview ial
James Liu, Chairman, Hong Kong mdu:;;:&).
Technology Corporation, 15 Oct(?b::oduced
Hong Kong authorities have lln nd R&D
policies to strengthen the industria n:; o help
base, to upgrade human resourc.e.S o the re-
tap technical knowledge by facmtatm.i indus-
cruitment of ethnic Chinese t0 SeweblliShment
try. However, as necessary a5 th.e e fostering
of institutional mechanisms g ?sufﬁcient-
learning and innovation, it is n}(:ange" om
One must promote a cultural ¢ . profit and
one that fosters the pursuit of qu*
tangible assets to one that enn d toler
Pursuit of long-term developme hnological
ates risk and failure in "‘?w al culturé
ventures. Such a chang€ o' ;4 medi
will take a long time. In the sho! 1 othe than
terms, there is little viable o.ptloe hnological
striking strategic alliances Wlte jona markets
leaders by offering access to.I B and maﬂ,{et.
in exchange for techHOIOgICai terofgamza'
ing knowledge. In other wor g bal network
tional learning, especially 1"

'®mains crucial.
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technologies, organizational practices, and net-
working practices and then adapting them to
fit into local production contexts without re-
sorting to wholesale copying. The selective
adoption of imported knowledge appears to
be a creative and innovative process. In devel-
opment studies, there are theses suggesting
that the focus of this research be shifted from
knowledge diffusion and adaptation to imita-
tive learning and a reformation of imitation as
an active, creative, innovative, and continual
learning process. Indeed, the attention to
learning-by-imitation reflects a gradual para-
digm shift in social science research in gen-
eral—from a view of the center to a view of
the periphery, from the perspective of the
provider to that of the adopter. The metaphor
of ‘translation’ in the learning organizing per-
spective serves well to illuminate this new para-
digm. The metaphor of translation has
two advantages over that of diffusion and
adaptation. First, it reflects learning as a
dynamic, active process rather than a passive,
behavioral adaptation to the environment.
Second, it illuminates the action of the imita-
tors rather than that of the providers or the
source of knowledge. Future research on the
learning of Asian, specifically Chinese, firms
can benefit from using the metaphor of transla-
tion in exploring the learning processes
involved.

The development experience of Chinese
manufacturing networks indicates the diffi-
culty in defining success and failure and in ad-
dressing the question of continuity and change
in existing learning strategies. The identifica-
tion of the success or failure of learning de-
pends very much on the researcher’s points of
reference. Arguing that there is a success trap or
exploitation trap, one can assert that the cor-
porate success of given firms is due to their
adoption of an imitative learning strategy, em-
phasis on network efficiency, and reliance on
personal trust and that this success inspires
other firms to follow suit. Imitation then be-
comes recognized as the most appropriate strat-
egy or a norm, in the specified industry or
business culture. The endorsement of the strat-
egy or the norm allows most Chinese manufac-

[

turers to forgo exploration of alternatives for
enhancing product innovation, economies of
scale, and long-term development. However, a
rejection of the theory of learning traps can also
be justified. A review of the development €x-
perience of individual Chinese firms points 0
an incremental improvement of process and
product technologies, a high degree of flexibil-
ity in operating different product lines, a“d
constant renewal more than to mechanistic
adaptation or excessive exploitation of existing
routines. Especially in industries such as the
electronics and the computer industry, wherle
products require a fairly high level of techno S
ogy and precision, there is evidence that ﬁrmt.
are increasing the stability of their Subcont.rac
ing networks and are employing PTOfeSS'O.na
managers and engineers. Overall, the ]eémmi
strategy leads to at least small wins, if nc:s.
‘quantum jumps’ (Weick and Westley 19.91;
455), revealing no success trap of exPlonatlote
trap. Even the shift of investment t0 real €st2
and the service industry despite the Pro ct
squeeze in those sectors can be said to reﬂlflzer
not a failure trap or exploration trap but rat of-
a rational decision to redirect resources ©© pr
itable ventures.

Whereas it remains difficult to *
about learning traps, it is safe to arg¥€ *
there have been both intended and U"int?n to
consequences. One of the hazards of tryl;:gice
illuminate the paradox of learning is th€ e
between the theory of learning traps an
conception of the duality of cons€
It is a decision that should be made OF ©
by-case basis. The theory of learning tral?Sr
its deterministic character, can be apPi€
ter to cases having a clear definition of su
and failure (for an example that deal
learning how to implement regulation>
Haén, Tsui-Auch, and Alexis, Ch- .
volume) than to cases that lack such C]ang’"ja .
most other instances, the concept of Fhe. ter-
ity of consequences is the more effective 10%°
pretive device. Yet, researchers inter.eSte
building theories and providing recipes
find the duality concept less useful for pF o
ing change or continuity than the theory
learning traps is likely to be.
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