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Abstract:
Although cross border trade is not new, investigating how a business cooperative helps
internationalise its members to markets in China and Asia is novel, and increasingly
important. Cultural differences and their influence on the internationalisation process
are under researched, particularly with regard to successful knowledge exchange. This
thesis addresses this shortfall. Firstly the concept of external stickiness is introduced to
demonstrate how cultural differences can cause barriers to knowledge creation and
exchange between international actors. Secondly, the notion of cross-cultural interaction
is explored, particularly focusing on relevant emic factors which relate to building cross
cultural relationships. Thirdly, cultural intelligence is discussed and presented as a tool
to reconcile cultural differences that may be hindering successful internationalisation.
And fourthly, an empirical study on the internationalisation of an Australian regional
business cooperative is conducted so as to analyse their journey to China and other
markets in Asia.
Process theory is used to chart the progress with action research the primary
methodology as the author is involved in the project as an insider participant and
researcher. Consistent with critical realism, the study is exploratory in nature, seeking to
explain the underlying causal mechanisms involved in the events as they unfold. The
findings do indeed infer that both external stickiness and cultural differences are salient
in explaining the project’s current outcomes. Bricolage and effectuation influences are
also identified as determining factors in guiding the direction of the undertaken
activities and establishing key resource ties and actor bonds. Overall this research
contributes by providing a deeper understanding of the internationalisation process and
presents practical insights on future cross-cultural ventures.

x

Chapter 1: Introduction and Structure of Thesis
1.1 Introduction
This thesis was originally intended to be by publication; however, as a result of
constraints relating to the time required to publish in credible journals, the articles were
later integrated into a thesis by chapter. Given the origin of thesis, the purpose of the
introduction is to make explicit how the various articles have been blended into chapters
to form a holistic whole. This has required substantial change to the original stand-alone
articles so as to provide coherent and connected linkages between chapters. The
exception is Chapter 2 which was published in the Journal of Chinese Entrepreneurship
(Collins & Kriz, 2014) and has been deliberately left stand-alone in its original form as
both bridge and introduction to the key concepts analysed throughout the thesis. The
subsequent chapters 3-5 conduct in-depth analysis of different aspects of the overall
conceptual base. Chapters 6 and 7 report both methodology and empirical research
relating to a lean internationalisation project that incorporates the conceptual base
addressed in the previous chapters as the main analytic frame of reference for
interpreting and understanding the project’s contribution. An overall conclusion is then
provided to bring together the concepts, research questions and empirical research
employed throughout the thesis as one complete narrative.
What are these various strands and how are they connected? The thesis progressively
links the following concepts: open innovation, knowledge and its management, national
culture, and Cultural Intelligence, which ultimately form the basis for exploring a lean
internationalisation project undertaken by a regional cluster to form open innovation
alliances with international partners. The cluster members’ business association acts as
the catalyst for instigating and developing the international open innovation alliances
employing lean entrepreneurship, bricolage, effectuation and network collaboration, as
the ‘tools in hand’ to fulfil the project’s objectives.
Open innovation is a relatively recent addition as a strategy undertaken to increase
innovation potential and hence business growth and performance (Chesbrough,
Vanhaverbeke, & West, 2006). It is, therefore, a particularly relevant topic for academic
research in the contemporary international business environment. The strategy is
1

predicated on increasing knowledge flows not just within the firm but actively engaging
with organisational actors external to the firm. Open innovation practices relate to all
facets of knowledge management such as knowledge creation, exchange, assimilation
and execution. It is therefore encumbent in a discussion on open innovation and
respective alliances to give precedence to knowledge in terms of understanding its very
nature, its characteristics and its management within a given OIA (Huizingh, 2011).
Chapter 3 undertakes an examination of open innovation and its nested linkages to
knowledge and its management.
With the introduction of an international context, national cultures and associated
cultural differences between organisational actors become salient key environmental
variables. International open innovation literature to date has been relatively silent on
exploring cultural differences between actors as a key determinant variable tending to
adopt a culturally neutral stance on the topic. This situation is surprising as cultural
differences in the international business literature in general have been shown to cause
communication barriers and significant misunderstandings (Hall, 1989), leading to poor
performance and decision-making (Ang, Van Dyne, Koh, Ng, Templer, & Tay, 2007).
Chapter 3 addresses this limitation by contributing the notion of external stickiness
which underpins cultural differences acting as significant barriers to knowledge
exchange between international OIA partners. External stickiness extends the domain of
internal stickiness that incorporates key barriers to internal knowledge exchange
(Szulanski, 1996) to include the external domain as borne by international OIA’s.
Having considered the linkages between open innovation, knowledge and national
culture, chapter 4 examines in detail why national cultural differences may act as
significant barriers to knowledge exchange. Culture and its constituent building blocks
are analysed in-depth before contrasting differing cultural orientations embedded in
Australian and Chinese cultures. The rationale for this particular contrast is due to the
large cultural distances (Kogut & Singh, 1988) between the two domains, with the
analysis showing why and how significant culturally induced exchange barriers may
arise.
In response to cultural differences and their influence on knowledge exchange, Chapter
5 examines the various techniques available for organisations in attempting to overcome
the influences, which usually comes under the banner of some form of cross-cultural
2

training. Cultural Intelligence (CQ) is then proposed as the more efficacious mechanism
to understand and mitigate cultural influences on knowledge transfer via reconciling
cultural differences at a fundamental level by the development and application of
individual actor psychological tools inherent to CQ. The benefits of CQ are explained,
including why the construct as a management tool is superior to other solutions. Along
with characterising the construct, a discussion is made differentiating CQ as the
preferred option over other known intelligences such as Emotional Intelligence and
Social Intelligence. Organisations who acknowledge the reality of cultural differences
and their effects, can proactively choose OIA participating individual actors who
inherently possess high CQ and/or train and develop for high CQ.
The final chapters transition from the conceptual to the empirical. The key concepts in
previous chapters – open innovation, knowledge exchange and associated barriers,
cultural differences and CQ – are ‘put into practice’ by researching a longitudinal case
study on a real-world lean internationalisation venture as described in the opening
paragraph. The focal research questions link directly to these key concepts. The study
explores their interrelated connections, influences and outcomes within the context of
the project’s objective which involves consummating open innovation alliances in new
international domains. Lessons learned can be applied to similar ventures undertaken in
the future.
In summary, the purpose of the discussion so far has been to explain the rationale
behind the format of the thesis, demonstrating the explicit links between chapters so as
to provide the thesis as a whole with thematic coherence. The rest of the introduction
addresses the structure and content in more detail.

1.2 Structure and Content
Chapter 2 (Cultural Intelligence and Its Role in Advancing Open Innovation Alliances
between China and the West) introduces all of the concepts used in this thesis, including
international open innovation and entrepreneurship, knowledge management, national
cultures (China and Western), cross-cultural management, cultural intelligence (CQ)
and internationalisation.
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International open innovation and entrepreneurship has been chosen as the context
because of its focus and reliance on successful knowledge exchange where culturally
induced barriers to knowledge exchange are salient. Thus, cultural difference linkages
to known barriers such as low absorptive capacity, causal ambiguity and arduous
relationships can be examined for their potential effects on international knowledge
exchange processes.
The chapter also introduces one of the major premises of the thesis: namely, national
cultural differences and their reconciliation by both organisations and individuals are
undervalued and treated as secondary concerns when attempting international
endeavours. The focus resides mainly with ‘hard skills’ such as technological expertise
rather than soft skills such as communicating effectively across cultures. These cultural
differences can be linked to significant barriers that hinder knowledge creation, transfer
and exchange, which are important to contemporary global business performance
success. To showcase the difficulties inherent in cultural difference, China and the West
are used as examples because of their large cultural distance from each other and
modern international geographic commerce trends.
The second major premise advises that cross-cultural studies should include both etic
and emic considerations when research operates across cultures. Many studies only
resort to framing their cultural context through Hofstede’s (1980) etic cultural
dimension framework. The assertion is that, although useful, this framework does not
minimise cultural misunderstandings because the dimensions are mediated through emic
and particularistic cultural artefacts. In essence, the individualism–collectivism
dimension, for example, is expressed in different ways peculiar to a given culture.
CQ is introduced as the main tool for reconciling cultural differences over other means
of cross-cultural management. The rationale for this assertion relates to the construct’s
multidimensional conceptualisation (metacognition, cognition, motivation and
behaviour) rather than the previous cross-cultural standard of just one dimension
(cognition).
Chapter 3 (Exploring Cultural Differences as Barriers to Knowledge Exchange in Open
Innovation Alliances) was presented in December 2013 at the ISPIM Conference in
Melbourne, Victoria. It introduces the notion of ‘external stickiness’ as it applies to
4

international knowledge exchange. External stickiness extends Szulanski’s (1996)
seminal construct of internal stickiness across both inter-organisational and crosscultural domains, moving beyond the organisational internal constraints conceptualised
in the original construct.
The open innovation paradigm (Chesbrough et al., 2006) is explored in detail and
applied to the international context. It shows that the objectivist stance taken in its
present conceptualisation may limit the process of successful knowledge exchange. A
more efficacious approach would be to harness social constructionism as the basis for
improving the paradigm. This is because viewing knowledge as a discrete object is
flawed when the receiver and sender involved in a dyadic knowledge exchange are
unlikely to assume the same attached meaning, particularly when they are operating
across different cultural contexts.
Chapter 4 (Internationalisation and the Deconstruction of National Culture as a
Significant Variable) explores the nature of national culture and examines its building
blocks, the origin of cultural differences and their effects on knowledge exchange and
performance.
The rationale for including emic considerations as a priority, as well as etic orientations,
is analysed in-depth when considering the cross-cultural context. Operationalising etic
universals as a basis for understanding cultures is limited in reconciling cultural clashes
and misunderstandings, whereas complementary emic inclusion provides the necessary
nuances to extend the understanding. Chinese-Australian cultural domains are used as
examples because of the perceived large cultural distance between the two cultures. The
iceberg model is applied to detail the various differences associated with the two
cultures’ subconscious assumptions, values and beliefs, and artefacts. To fully grasp the
nuances, the Chinese term for cultural artefacts, yexu, is deconstructed to show its
linkages to many emic artefacts that relate to the Chinese relationship orientation that
underscores most Chinese interpersonal interactions.
Chapter 5 (Cross-Cultural Management, Intelligence and Cultural Intelligence)
investigates how organisations have attempted to overcome the effects of cultural
differences on work-related performance.
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Global Convergence theory is examined, and although it is attractive to Western
organisations operating in international markets, the theory is too simplistic because it
focuses on etic universal convergence without taking due note of the presence of salient
emics, which operate as cultural artefacts peculiar to any given culture.
Management processes that are designed to ameliorate cultural difference concerns and
that are mediated through cross-cultural training (CCT), simulators and immersion
techniques are critiqued in relation to their effectiveness (or lack thereof). This directs
the rationale for the conceptualisation of a more robust instrument, as provided by CQ.
Before analysing CQ in detail, the notion of intelligence itself is explored through
multiple manifestations, which adds to the difficulty in untangling its nebulous
intangibility. Intelligence quota (IQ), social intelligence and emotional intelligence (EQ)
are found to be useful personality attributes; however, they tend to be culture-bound and
are therefore potentially ineffective in differing cultural contexts to the individual’s host
culture.
The dimensions and sub-dimensions of CQ are fully explained in relation to the benefits
of including metacognitive, motivational and behavioural dimensions in augmenting a
cognitive dimension. The various criticisms levelled at CQ are broached to show how
the conceptualisation of the construct has evolved. Although it is imperfect, it still offers
an effective way to reconcile cultural differences and hence increase performance
levels.
Chapter 6 (Methodology: Basis for the Empirical Study Reported in Chapter 7) reports
the methodology adopted for the empirical study. The research design focuses on a
longitudinal qualitative case study methodology. The justification for this approach is
made explicit.
In this methodology, action research (AR) has been incorporated because both of the
academic researchers are active participants in the research study. The latter has
provided access to the organisation’s confidential files, reports and debriefings to
generate thick description (Geetz, 1973), which is contextualised as a ‘lived’ experience
in a naturalistic setting. The cycle of planning, action and reflection that is inherent in
AR methodology acts as a platform to capture the thick description over the life of the
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project. Collected data and their meaning can be confirmed through the reflection stage
of the cycle.
Recording the longitudinal case study and its key events has been accomplished by
using process theory framed through a level of structure approach (Pentland, 1999),
explicating the text, story and fabula, and generating mechanisms as the process
unfolds. The process theory approach has allowed for the activity links, actor bonds and
resource ties (AAR) associated with the industrial marketing framework (Håkansson &
Snehota, 1995) to be identified and used for subsequent analysis.
Data collection and analysis primarily used secondary data, including confidential
reports to the main funding body of the project and relevant meeting and workshop
minutes. These sources went further than just reporting the ‘facts’, with most providing
detailed insights into the perceptions of the main actors within the organisation as
events occurred. Input from the academic researchers was included in formulating the
reports consistent with the AR approach. Follow-up interviews were conducted to gain a
greater understanding of the actors’ perceptions and to triangulate the narrative.
Chapter 7 (Lean Internationalisation: Lessons from Linking an Australian Cooperative
with Potential International Partners: ‘The Power of Many’) presents an empirical study
of the HunterNet business cooperative’s internationalisation journey into China and
Asia over the period of an export grant funded by Austrade, the Australian
Government’s international trade department. The study originated as a conference
paper delivered at the Research and Development (R&D) Management Conference in
Pisa, Italy in 2015 (Kriz & Collins, 2015) The conference paper was conceptual because
it was written at the start of the journey. This chapter reports empirically on the
international process as it unfolded over the lifetime of the grant, and it uses process
theory and the AAR framework to explicate its narrative.
The thrust of the study relates to lean internationalisation and conceptually incorporates
international entrepreneurship, open innovation, knowledge management, cluster
theory, cross-cultural management and CQ, and network theory. Within the lean
entrepreneurship context, bricolage and the theory of effectuation were salient in the
analysis.

7

As stated in Chapter 6, the research treats the study as a case study using AR and
process theory to describe, analyse and gain a deeper understanding of the
internationalisation process. Stakeholder analysis was incorporated to showcase the
multiple perspectives involved, and although the project has been perceived to be
successful, several lessons can be learned to inform future internationalisation ventures.
These lessons relate to effective cross-cultural management, knowledge management
and dissemination, and effective path dependency by minimising strategic drift.
Chapter 8 provides the conclusion for the thesis. The analysis is first situated within
agglomeration theory to contextualise the research, before the research questions are
addressed with lessons drawn for future internationalisation projects.
As stated previously, the following chapter (2) is a published journal article, and is
presented in its original publication. The article’s purpose is to introduce the key
concepts and theories used within the thesis with later chapters building on this
introduction.

8
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Chapter 2: Cultural Intelligence and its role in advancing
Open Innovation (OIA) between China and the West

Keywords: Open Innovation – Cultural Intelligence – China - Absorptive Capacity Open Innovation Alliances – Interpersonal Skills – Cross-Cultural differences – Chinese
Culture.

2.1 Abstract
This paper proposes a review of the current Open Innovation paradigm to include the
effects of culture in the internationalized working environment. Focusing on
interpersonal skills, the authors aim to show the current Open Innovation framework
should be extended to include a cross cultural lens. In addition, Cultural Intelligence is a
necessary core competency that can ‘shine a light’ on the various ambiguities and
uncertainties encountered in the Chinese business terrain and that will enhance Open
Innovation Alliance effectiveness.

2.2 Introduction
Innovation has long been regarded as an important strategic response to safeguard the
survival and success of the firm (Utterback, 1994). However, the closed innovation
model (internal idea generation and internal marketing processes) has been criticised
for being both inefficient and inflexible in today’s fast-changing globalised environment
(West & Lakhani, 2008). Open innovation, in contrast, can address these issues by
expanding the boundaries of potential knowledge sources by exploring a variety of
innovation ecosystems. Open innovation gains its currency from the notion that firms
accelerate innovation and hence technological advances, by combining both internal and
external knowledge to create value. This open systems approach adds value by offering
alternative external pathways rather than simply relying on internal processes
10

(Chesbrough et al., 2006). Ultimately value is harnessed by co-creation as evidenced by
adapting open innovation alliances (OIA’s) (Han, Oh, Im, Chang, Oh, & Pinnsonneault,
2012).
Although individuals are acknowledged as critical agents in knowledge-flow
dissemination within open innovation and OIA’s, little emphasis has been placed on
exploring individuals as the unit-of-analysis (du Chatenier, Verstegen, Biemans,
Mulder, & Omta, 2010). Undervaluing the human side of innovation is a mistake with
firms appointing innovation team leaders and managers on the basis of superior
technical skills rather than interpersonal and communication skills (Moss Kanter, 2006).
Recent work by du Chatenier et al (2010) has attempted to address this lack of research
into the human side of innovation. They examine individual competencies necessary for
operating in open innovation teams, culminating in a competence profile. Their
exploratory approach has identified four clusters of proposed competencies: selfmanagement, interpersonal management, project management, and content
management. Du Chatenier et al (2010) conclude that solution broking and social
competency skills appear important for open innovation professionals.
Although an advancement, a limitation of the research seems to be its culture-free
approach. Ultimately the cross-cultural nature of such exchanges has been discounted.
This appears appropriate on a domestic front but not for innovation that spreads
internationally. Underwritten by the rapid globalization of today’s business environment
is a premium being placed on gaining a more complete understanding of cross-cultural
competencies and dimensions (Hutchings, 2005; Johnson, Lenartowicz, & Apud, 2006).
Such dimensions include understanding knowledge worker interactions, global
corporate relationships and the customization of products to suit local cultural
conditions. Multinational firms (MNCs) operating in globalised markets have
increasingly recognised cross-cultural competencies directly related to enhancing
interpersonal skills and cross-cultural sensitivity (Hutchings, 2005).
Cross-cultural failure from poor interpersonal exchanges has significant implications for
firms interested in cross-border alliances. Although current data on international open
innovation alliances is scarce, the international joint venture (IJV) literature as proxy
highlights that survival rates of IJV’s in emerging markets, reflect 30% to 50% are
terminated within the first 5 years of operation. The two main challenges that affect
11

survival are country risk and large national cultural differences (Meschi & Riccio,
2008).
In essence, Sims & Schraeder (2004) suggest that it is how individuals react or adjust to
differing cultural contexts that lay the foundation for success or failure. Given learning
curve expectations and anecdotal evidence of the availability of cross cultural training,
it is perhaps surprising that corresponding failure rates have not decreased (Baruch &
Altman, 2002). Industrial Marketing and Purchasing (IMP) has identified a potential
adapted framework for more fully understanding these cross-cultural inter-personal and
inter-firm exchanges (T. Fang & Kriz, 2000). Such an approach appears ideal for
accounting for OIA. Further, responding to such high failure rates on the interpersonal
unit-of-analysis, Earley & Ang (2003) developed a Cultural Intelligence (CQ)
theoretically grounded framework for exploring contemporary cross cultural issues.
The CQ approach focuses not only on cultural values common to conventional cross
cultural training, offering a framework that encapsulates a more comprehensive view
with underlying psychological processes at work (P Earley & Peterson, 2004).
Developed from the domain of conventional cross cultural psychology, CQ focuses on
meta-cognitive, cognitive, motivational and behavioural competency dimensions.
Given the importance of highly developed social and interpersonal skills attributed to
successful innovation endeavours and more particularly OIA (du Chatenier et al., 2010;
Moss Kanter, 2006), it is timely and appropriate to research CQ as a key competency
for open innovation professionals. This gap in theory and practice is the focus of this
study. The authors also propose that the CQ framework requires some important
adjustment and fine-tuning to fulfil its potential.
The paper has commenced with an extended introduction to establish the frame of
reference for this research. The next section investigates Open Innovation and the IMP
frameworks in more depth. Treating the interpersonal exchanges as cross-cultural
“actors” is an important addition from IMP and this is discussed next. Understanding
the skill set of these individuals is necessary before investigating the CQ framework and
its implications for OIA. China is then used as an important example of how CQ can be
applied in OIA between China and the West.

12

2.3 Building an appropriate framework
2.3.1 Open innovation and the role of individual agents
As illustrated in Figure 1, Chesbrough’s open innovation paradigm adopts a systems
approach, highlighting the flows of both ideas and knowledge at the organizational
level, with both external and internal sources and their integration into commercial
outputs. The firm is central and is responsible for core competencies but the ingredients
around a complex array of internal and external innovation driven relationships
develops a ‘whole’ that is much greater than the ‘sum of the parts’.
Figure 1 has been extended in this research to allow for a more international approach.
The shaded boxes have been adjusted to reflect international inputs and outputs beyond
the normal domestic and internal resource flows. The rest of the article will emphasise
this more comprehensive OIA paradigm. Chesbrough’s most recent research on open
innovation almost exclusively adopts a similar systems and organizational approach
(Han, Oh, Im, Chang, Oh, & Pinnsonneault, 2012; Lindegaard, 2010; Traitler, Watzke,
& Saguy, 2011; Trott & Hartman, 2009), and is reminiscent of Cohen and Levinthal’s
adaptive capacity found in the knowledge management literature. They suggest “the
ability of a firm to recognize the value of new, external information, assimilate it, and
apply it to commercial ends is critical to its innovative capabilities” (Cohen &
Levinthal, 1990 p. 123).
Follow up research to Cohen and Levinthal’s seminal work also centres on the
organizational level of analysis (Brettel, Greve, & Flatten, 2011; Lichtenthaler &
Lichtenthaler, 2010; Newey, 2010; Vasudeva & Anand, 2011; Xiong & Bharadwaj,
2011). Newey’s (2010) exploration of the differing dimensions of adsorptive capacity in
relation to supplier side and customer side knowledge flows has added implications for
developing theory around open innovation. However, adsorptive capacity as originally
conceptualised by Cohen and Levinthal (1990) contrasts with the narrow focus placed
on organizational context. It introduces the notion of operating at the individual level
before aggregating a firm’s overall absorptive capacity.
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Figure 2.1: Chesbrough’s Open Innovation Alliance Paradigm

Source: Chesbrough et al (2008) p 6.

Indeed a firm’s absorptive capacity is a function of the individuals’ prior learning
experiences and background diversity in prosecuting the recognition of valuable
external knowledge sources. Research by Phene, Fladmoe-Lindquist & Marsh (2006) on
breakthrough innovations in the biotechnology Industries have indicated that strategic
alliance absorptive capacity is limited by both technology and geographic distance
(Phene, Fladmoe-Lindquist, & Marsh, 2006). Although asserting that breakthrough
innovations can provide competitive advantages and is a function of sourced external
knowledge, the authors contend that the individual actors concerned are constrained by
bounded rationality (Simon, 1982).
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Prior learning and experience limit the individual’s absorptive capacity to their own
industry and national contexts. One of the main challenges identified for innovation
alliances in increasing absorptive capacity and hence effectively harnessing external
knowledge flows, is developing cultural capabilities across borders at the individual
level.
Building on research that has shown that differences in national culture can disrupt
collaboration and learning between alliance partners (Hennart & Zeng, 2002;
Pothukuchi, Damanpour, Choi, Chen, & Seung, 2002), a proposed model of cultural
differences and international alliance performance (Sirmon & Lane, 2004) illustrates
how the disruption occurs. Within the context of international research and development
alliances (IRDA’s) where performances are influenced by the effectiveness of achieving
its primary value-creating activities of new innovations and learning, the partner’s
employees’ ability to interact, share and leverage these resources is critical in achieving
effectiveness. The more salient the cultural differences are to the value-creating
activities, the more disruptive these differences will be on the value-creating activities.
The model posits that the differences in national cultures creates the disruption, not only
through misunderstandings and ambiguity itself, but also by magnifying both partners’
organizational and professional cultural differences, which in turn limits the ability to
interact at an individual level effectively (Sirmon & Lane, 2004).
Key impacts on absorptive capacity derived from cultural differences, both at strategic
and operational levels, relate to information flows and decision-making constraints (Das
& Kumar 2009). Culture affects the pattern, timeliness and the evaluation of
information flows. Information can be communicated either explicitly or tacitly, and is
influenced by cultural orientations. High-context cultures, for instance Asian,
communicate indirectly, and codify as context dependent, where the burden of
interpretation lies with the receiver. In contrast, low-context cultures, such as
recognized in most Western societies, communicate directly and are contextindependent, with the interpretation and meanings being explicit (Hall, 1989).
The timeliness of information is also culturally variable, where most Western cultures
place immediacy as a key resource, whereas in other cultures a sense of urgency is less
valued (Triandis, 1995). Anecdotally, Chinese culture tends to use the provision of
information strategically, employing the axiom: Kan Qing Kuang (‘see the situation’)
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whereby information can be communicated at the last minute, particularly when it
concerns bad news.
The evaluation of information is also culturally variable, where research has shown that
different cultures are likely to interpret, evaluate and respond to the same strategic issue
in different ways. Some see information as a threat, others as a portent for crisis, while
others proactively useful in dealing with issues (Schneider & De Meyer, 1991).
These cultural orientation variations set the scene for multiple and conflicting
information interpretations, leading to increasing uncertainty and equivocality (Das &
Kumar 2009) increasing the likelihood that respective absorptive capacities and
effective collaboration between actors will be compromised.
Cultural differences also affect the style of the decision-making process; differences in
emphasis concerning factual, intuitive, analytical or normative styles of decisionmaking can be linked to cultural orientations. Anglo cultures tend to rely on empiricism,
with emphasis placed on the facts, in a sense objective reality; the French are viewed as
being very analytical (Das & Kumar 2009); whereas Asian cultures tend to be
normative, or relationship oriented, placing a premium on human considerations as the
basis for decision-making (Cateora, Gilly, & Graham, 2009). Thus differing levels of
emphasis may be placed on facts, logic or harmony within relationships, leading to
suboptimal joint decisions, no decisions, or delayed decisions. The participants in these
instances, being unaware of the inherent biases affecting the decision outcomes, tend to
fall back on ethnocentric and superimposed affective influences resulting in negative
impressions about their counterparts.
Given that individuals socialised in different cultural contexts use different frames of
reference, the consequences of disruption may thus give rise to opportunism, conflict,
coordination problems and ultimately mistrust (Kumar & Nti, 2004).
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2.3.2 A cross-culture framework for individual actors
As exemplified in open innovation, it is about assimilation and ultimate commercial
application. Introducing individuals as a significant agent in facilitating the flows of
knowledge shifts the emphasis from Chesbrough’s firm-oriented systems approach to
including social construction. Wenger’s (1998) “Communities of Practice” which
emphasizes the importance of embedded relationships and interactions to foster
organizational learning is worth noting. Social exchange theory (Granovetter, 1985)
adds impetus to the notion that individual ties are worthy of investigation within the
OIA platform.
A more complete conceptualization that highlights the human dimension can be
borrowed from the Industrial Marketing and Purchasing (IMP) literature as shown in
Figure 2 (Fang & Kriz 2000). This paper called for an opening of a new research line
within the IMP to systematically study business-to-business marketing and purchasing
from a cross-cultural perspective. Culture can be studied at many different levels, for
example, national, regional and organisational levels. Many interesting research issues
can be discovered and explored if culture is integrated into frameworks and models.
Fang & Kriz (2000) identified that business relationships in Chinese culture differ
basically from that in the Western culture in one fundamental dimension: interpersonal
versus interorganisational orientation. Deep trust or Xinren and favourable reciprocated
connections or Guanxi in Chinese culture is a critical determinant of success (Kriz &
Keating 2010). Social dimension and interpersonal contacts are important for creating
and developing business relationships in the Chinese culture. Although social activities
are considered important in the Western business culture, they are routinely treated as a
by-product of the formal on-going business process. Fang & Kriz (2000) therefore
added an important ingredient to Snehota and Håkansson’s Activities-Actors-Resources
IMP framework (see Figure 2). They introduced a second platform of actor relationships
around the Chinese interpersonal focus. Notwithstanding the focus on China, they also
demonstrated that reintroducing individuals back into the framework had universal
benefits.

17

Fang & Kriz’s (2000) conceptualization identifies that linkages between the activities,
actors and resources are explicitly integrated at the firm, relationship, and network
levels. The Resources dimension reflects the system’s approach inherent in an OIA,
with the actors dimension reflecting the inclusion of social construction inherent in
absorptive capacity. These elements are integrated further to explicate the various
activities that underpin the firm, relationship, network schemata.

Figure 2.2: A Universal schemata for describing the structure and dynamics of
industrial networks

Company

Relationship

Network

Activities
Activity structure

Activity links

Activity pattern

Organizational

Firm Bonds

Web of Firms

Person’s Position

Individual bonds

Web of individuals

Resource Collection

Resource ties

Resource

Actors
structure

Resources
constellation

Source: Adapted Snehota & Håkansson (1995) p 44
Recent work by Engel & del-Palacio (2011) on global clusters of innovation (COI’s)
adds some further description to the various dimensions found in Fang & Kriz’s (2000)
conceptualization. They show how individuals, firms, universities and other key
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stakeholders linked in COI networks, particularly in a global context, can leverage
concrete benefits of efficiencies and innovation. These benefits relate to access around
resources, markets and innovation processes, with the ‘glue’ facilitating such accrued
benefits relating to linkages, mutual bonds based on trust, and intra-cluster
relationships.

2.3.3 Focusing on individuals in the OIA process
Several labels have been ascribed to the individuals whose function is to consummate
the tenets of absorptive capacity, recognizing the value of external knowledge,
assimilating it and operationalizing it into commercial gains (Cohen & Levinthal, 1990).
Termed ‘gatekeepers’ by Tushman & Scanlan (1981 p1071) such ‘boundary spanning’
individuals can act as important conduits for facilitating communications between
organizations to their external environment (Tushman & Scanlan, 1981a). These
individuals represent an important mechanism for linking organizations to external
knowledge sources. Also dubbed internal communication stars, these individuals
possess wide internal and external communication channels which allow for both
internal and external forged links and provide an efficient way of gathering and
disseminating knowledge transfers (Tushman & Scanlan, 1981b).
O’Connor (Chesbrough et al., 2006) discusses the emerging formal organizational roles
of radical innovation “hunters” and radical innovation “gatherers”. The former hunters
function as idea hunters operating within the internal and external environment while
actively seeking out new ideas. The latter gatherers function as centralised coordinators
for idea generation while supporting idea hunters. O’Connor in chapter 4 of Open
Innovation (Chesbrough et al., 2006) observes that open innovation ideas are generated
not only from R&D labs, but from individuals and teams who are crafted to harvest
creativity and potential applications from both within and external to the organization
(Chesbrough et al., 2006).
The term open innovation professional has also been coined in conjunction with the
formation of open innovation teams. These professionals are critical to collaborative
new knowledge creation from the different organizations involved in the team (du
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Chatenier et al., 2010). Diversity amongst the various individual professionals is valued
as both a source of creativity and regarded as a critical success indicator for innovation
projects (Ritter & Gemunden, 2002). The individuals have been described in many
ways but essentially they are all a type of actor in what is a complex OIA.
Understanding the complexity of the role of the various actors is a key area for an array
of future research. This goes beyond the scope here but some of the skills these actors
possess are worthy of additional investigation. It obviously forms an important
component in the actor role in cross-cultural liaison and absorptive capacity between
OIA to be discussed later.

2.3.4 What skills should actors possess?
Strong task expertise as well as the ability for ongoing learning is a given for increasing
absorptive capacity and underpinning OIA endeavours. Consensus in the literature also
suggests that trust and relationship capital between various stakeholders are
prerequisites in sustaining the assumption of knowledge sharing and collaboration
inherent in the open innovation paradigm.(Chesbrough et al., 2006; T. Fang & Kriz,
2000; Lindegaard, 2010). There has been a move for knowledge workers to fill broader
organizational roles in contrast to traditional narrowly focused job descriptions. Firms
are now demanding that knowledge workers possess a range of interpersonal
competencies reflecting softer skills and the ability to deal with people, skills that are
increasingly important to company performance (Tsai, Chen, & Chin, 2010).
A premium is thus placed on possessing and fostering highly developed interpersonal
skills, particularly in the areas of communication, team-building and participative
leadership skills (du Chatenier et al., 2010; Moss Kanter, 2006; M. Smith, Busi, Ball, &
Van Der Meer, 2008). Communication, conflict resolution, decision-making,
motivation, team-building, and leadership skills are all identifiably and irrevocably
linked to an individual’s capacity to act on various levels but this also relies on
attributes like empathy, social confidence, tact, reciprocity, persuasiveness, and
diplomacy (Yukl, 2010). Notwithstanding, there does not appear to be consensus on
what makes up an effective interpersonal skill-set. However, two consistent constructs
that have been associated with improving the efficacy of interpersonal exchange are
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emotional intelligence and social intelligence. Emotional intelligence was
conceptualized by Mayer & Salovey (1997) and later popularized by Goleman (2004). It
refers to an affective orientation and capacity in the management of the following
perception, assimilation, understanding, managing and regulating emotions in self and
other and facilitating appropriate cognitive thought and behavioural action (Ashkanasy
& Daus, 2005; Goleman, 2004; Mayer & Salovey, 1997). Although enjoying
considerable overlap with emotional intelligence, social intelligence relates to social
perceptiveness and behavioural flexibility within a group setting, with some adding
political skills within the overall framework (Yukl, 2010). Social perceptiveness
includes capabilities to understand particular groups, aspirations, functional needs and
opportunities and issues. Social intelligence emphasises the understanding of social
situations through applying a discriminatory approach to comprehend subtle nuances
given by situational cues (Hackworth & Brannon, 2006).

2.3.5 Moving beyond actors who are ethnocentric and culture bound
Although the efficacy of emotional and social intelligence is increasingly being
researched, they both suffer from a major limitation: thus far most of the research is
culture-bound (P Earley & Ang, 2003). Ethnocentric approaches to foreign cultures are
known to fail (S. Parker, D. Haytko, & C. Hermans, 2011). This is where foreigners
bring native biases into the field and discount what is perceived as culturally different,
leading to attitudes of cultural superiority (S. Parker et al., 2011). This is one of the
major causes of the ‘Not Invented Here’ syndrome that results in the tendency for
organizations to place less value on ideas and innovations generated from outside
(Lindegaard, 2010). Entering another’s terrain with one’s own cultural baggage has
been likened to an outsider entering a dim lit room and consequently bumping into the
furniture (Ambler, Witzel, & Xi, 2009) - it’s a major problem and a recipe for failure.
Both emotional and social intelligence assume experiential familiarity within a given
culture. It could be argued that both constructs are unlikely to possess the same
applicability across differing cultures. Emotional and social cues used in one culture are
unlikely to be readily transferable as such cues are likely to differ considerably (P
Earley & Peterson, 2004) depending on aspects like level of psychic distance (Johanson
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& Wiedersheim-Paul, 1975). Fortunately, the relatively new construct of CQ (P Earley
& Ang, 2003) does address directly this lack of cultural context. This is an important
addition to the actor’s interpersonal skill set particularly relevant to the modern
globalised environment. Before explaining CQ’s significance to open innovation, it is
necessary to explore some of the barriers to skill acquisition and their implementation.
Much of the literature assumes that these interpersonal skills can be harnessed and
transferred universally, across national and cultural boundaries.
Increasing globalisation to gain competitive advantages through accruing knowledge
from multiple countries (Subramaniam & Venkatraman, 2001) is an important
capability for modern international business. The most successful of Engel & delPalacio’s COIs are those who are globally connected across transnational boundaries (J.
Engel & I. del-Palacio, 2011). This is an important layer of development with actors
going beyond borders and encountering new cultures in the process. Ultimately, it is
where Chesbrough’s (2006) western framework of open innovation meets Fang &
Kriz’s extended IMP cross-cultural framework.
In particular interest, is the rapid rise in foreign funded R &D centres located in
countries like China with 200 new establishments reported by 2004. This reflected a
growth rate around 22 centres per year (Von Zedtwitz, 2004). The trend of more foreign
funded R &D centres to China is expected to increase rapidly, in line with expected
developments in market liberalisation (Xiaoyuan & Yanning, 2011). The implied
universal applicability of interpersonal skills discounts the expected notion of differing
environments actors will encounter in cross-cultural endeavours to foster value-added
trust, relationships, and team-building activities. In attempting to validate the notion of
cross cultural generalizability, numerous studies have shown that cultures possess an
array of values and set of assumptions that differ and are peculiar to their own cultural
orientations (Den Hartog, House, Hanges, & Ruiz-Quintanilla, 1999; Hampden-Turner
& Trompenaars, 2000; Hofstede, 1980).
Culture is understood to be shared, learned, and group-centred reflecting an adaptive
response for survivorship within any given environment (Schein 1997). The building
blocks of culture involve both intangibles (unconscious assumptions, conscious values
and norms); and tangibles (readily identifiable cultural artefacts such as language and
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rituals) (Sathe, 1985). Hofstede’s (1980) and Trompenaars’s (2004) cultural dimension
typologies are well known in the fields of management. These focus on unconscious
orientations but adopt linear variances on several dimensions (Hofstede, 1980;
Trompenaars & Hampden-Turner, 2004). Lewin recognised early on that actors
entering into new cultural domains experience various degrees of both cognitive and
affective dissonance related to lifespace change (Lewin, 1938). This is characterized by
ambiguity and misunderstanding and reflects the differences inherent in respective
cultural dimension orientations.
Trust-building has been shown to be difficult to achieve particularly in a global team
environment where such potential ambiguity and misunderstandings exist. Kriz &
Keating (2009) highlight that this is particularly important in cultures like China that
relies heavily on social bonding and interpersonal connections and trust (Kriz &
Keating, 2009). It becomes a considerable challenges to overcome uncertainty and
anxiety affecting communication effectiveness (Brandl & Neyer, 2009). Cross-cultural
interactions have also been shown to increase the susceptibility to conflict within teams
and within leader-follower relationships. Developing quality relationships between
managers and staff from different cultural backgrounds is particularly problematic and
reflects different leadership norms of the respective cultures (Y. Chen, Tsosvold, &
Fang, 2005). Limiting effective organizational and dyad interactions reflects different
styles, interpretations and meanings placed on the communication content (Lindsley,
1999). Given that the high incidence of international alliance failure has been linked to
difficulties derived from cultural differences, CQ is a key concept for overcoming these
difficulties and improving collaborative effectiveness. Understanding CQ in more detail
is a precursor to how firms can conquer more effectively the need to spread innovation
internationally within OIA.

2.4 What is Cultural Intelligence?
Given learning curve expectations and anecdotal evidence suggesting the rapid increase
in the availability of cross cultural training, it is surprising that the rate of expatriate
failure has not decreased, but remains relatively constant (Baruch & Altman, 2002).
Arguably cross cultural training tends to be fragmented in its approach, reflecting the
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inherent bias accrued from the researcher’s or practitioner’s area of expertise. Some, for
instance, emphasize cultural values derived from Hofstede’s and Trompenaars’s (2004)
cultural frameworks. The link, however, between cultural values and predicted
individual behaviour within a given culture is tenuous (Triandis, 1972). Other cross
cultural training emphasizes just behavioural aspects, business etiquette, such as the
importance of business cards in Asia, providing simplistic behavioural stereotypes that
are not linked to the rationale underlying the activity. This type of training is also
culture-specific and not transferable to other cultural contexts, implying the modern
global manager may have to learn many cultural behaviour sets and this type of
knowledge-based information does not really ameliorate the likely scenario of
complexity, ambiguity and novelty experienced in a new culture. A similar argument
can be made for just providing language skills. All these approaches tend to be
prescriptive with limited attention given to providing a framework whereby individuals
can transfer the concepts learnt to new situations (P Earley & Ang, 2003; P Earley &
Peterson, 2004).
In response to these prescriptive responses and the fragmented nature of cross cultural
training, Earley and Ang (2003) have derived the construct of Cultural Intelligence
(CQ) constituting a more theoretically grounded basis with which to explore
contemporary cross cultural issues. The CQ approach differentiates from focusing
solely on cultural values and surface-level behavioural components common to
conventional cross cultural training, offering a framework that encapsulates a more
profound understanding – and how to leverage it - of the underlying psychological
processes at work. Developed almost exclusively from the domain of conventional cross
cultural psychology, the construct, however, focuses on cognitive, motivational and
behavioural dimensions.
Cultural Intelligence refers to a person’s capability to adapt effectively to new cultural
contexts (P Earley & Ang, 2003) and the original conceptualization is characterized by
four dimensions – cognition, meta-cognition, motivation and behaviour (Ang, Van
Dyne, Koh, Ng, Templer, Tay, et al., 2007) - which illustrates the holistic focus of the
model. The cognitive dimension inculcates learning and knowledge relative to a given
culture and is concerned with thought processes; meta-cognition addresses awareness of
the thought processes or in the vernacular, ‘thinking about thinking’; the motivation
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dimension relates to confidence, goal-setting and emotional input, while the behavioural
dimension deals with the behavioural outcomes.(refer figure 3)

Figure 2.3: The Cultural Intelligence Framework
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Source: Earley & Ang 2003, p 67.

Cultural Intelligence (CQ), in essence, drills down to more fundamental levels, by
providing the tools to enhance cognitive, meta-cognitive, motivational and behavioural
dimensions of intercultural understanding and applications. CQ explicates the links
between the building blocks of culture (Sathe, 1985): specific culturally observed
artefacts, the cognitive cultural values and norms at play, and the fundamental
underlying unconscious assumptions that underpin and ultimately drive the relevant
individual needs, wants and behaviours.
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The key inclusion of meta-cognitive elements, transfers the tacit unconscious
assumptions into conscious awareness thus providing a much more profound
understanding of culture to emerge, facilitating the decoding of potentially ambiguous
and novel experiences.
Another significant advantage of the Cultural Intelligence approach is that it is now
understood to be systems-based. Recent research has reconceptualised Cultural
Intelligence as: “a system of interacting knowledge and skills, linked by cultural metacognition that allows people to adapt to, select, and shape the cultural aspects of their
environment” (Thomas et al., 2008, p. 126). The focus changes from a position of
discrete dimensions of CQ (cognition, cognition, motivation, and behaviour); to a
system of connected dimensions, interacting synergistically to produce culturally
intelligent behaviour. This incorporates double-loop learning (Argyris, 1976) where the
learning style invokes feedback loops challenging the accepted assumptions and values,
exploring new and innovative solutions to ongoing problems, and significantly, has
been shown to improve decision-making.
The development of meta-cognition skills, fundamental to Cultural Intelligence creates
a universal template for understanding and productive action that can be readily
transferable across cultures. Instead of just focusing on culture-specific information,
Cultural Intelligence promotes creative thinking so as to unlock the mysteries and
rationale inherent in differing cultural contexts.
An individual trained in CQ has a higher propensity to not only understand key
intercultural differences, but furthermore to interpret and reconcile cultural differences
and associated ambiguities. These can be leveraged to provide superior cross-cultural
interpersonal skills, communication, enhance relationship-building and ultimately build
trust.

2.4.1 Cultural Intelligence in Action: The Chinese Context
With the rising interest in R & D placement overseas, more innovation specialists from
Western countries are venturing to China, however anyone who visits the Middle
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Kingdom, whether on business or pleasure, will soon become immersed in the country’s
unique and often confusing culture, even with proficient language skills. Knowledge of
the Chinese cultural orientations using Hofstede’s dimensions (Hofstede, 1980), for
instance: high power distance, high uncertainty avoidance, low individualism, and high
long-term orientation, although useful, does not fully give justice to the culture. For
China’s cultural orientations tend to be context dependent with different meanings
placed on different situations, comparable to Edward Hall’s high context orientation.
(Hall, 1989). Employing Cultural Intelligence can provide a more profound
understanding of the Chinese cultural experience and can enhance the working
individual’s business effectiveness, by drilling down deep into the various cultural
building blocks and connecting artefacts to conscious cultural layers, to the really
meaningful unconscious assumptions layer that guides most culture-specific behaviours
encountered.
Figure 4 diagrammatically exemplifies a few of the important linkages inherent in
Chinese culture that are directly relevant to the working business environment, showing
the linkages, layer by layer. Commonly encountered Chinese cultural artefacts include:
Mianzi (face), Xinren (trust) Guanxi (relationships), and Yexu (maybe). Mianzi (Hwang,
2006) is “an individual’s contingent self-esteem, or a person’s cognitive response to
social evaluation of his conduct in a particular situation” (Hwang, 2006, p276). The
concept reflects both an individual’s abilities and undertakings to improve their
perceived status and importantly relates to showing conspicuous respect to any
individual ‘worth’ pursuing for potentially value-laden relationships. Recent research by
Wong, Tjosvold, & Su 2007 has shown the importance of applying Mianzi in the
Chinese context - showing mutual respect - with particular relevance to supplier and
customer value chains, in enhancing relationship and partnership effectiveness and
promoting open discussion and innovation (A. Wong, Tjosvold, & Su, 2007). The
importance of gift-giving in a business context is linked to Mianzi and in some Western
eyes can be construed as unethical.
Xinren, and the associated concept of Xinyong, refers to trust, and is interpreted through
the Trompenaars lens of diffuseness orientation and in a business context holistic rather
than specific (Trompenaars & Hampden-Turner, 2004). This means that relationships
tend to take a long time to mature and gain trust (Xinren), and include elements of
accruing trust by explicit actions and past performance (Xinyong) generated from all
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walks of life than just limited to the business environment. The significance of Xinren is
reflected by the differing importance placed on commercial contracts, whereby Western
businesses minimize risk (proxy for trust) by completing detailed and mutual binding
contracts, whereas Chinese contracts tend to be broad in scope and open to change,
acting more as a goal pathways rather than risk minimization assets. The Chinese notion
of trust remains external to the contract. Fang & Kriz (2000) have shown the key
centrality of Xinren to effective relationship building in China.

Figure 2.4: Examples of Chinese cultural building blocks layer by layer

Source: Anecdotal field experience gained by one of the authors.

Guanxi, literally meaning ‘pass the gate and get connected’ and refers to the cultivation
of long-term interpersonal relationships and connections (D. Lee & Dawes, 2005).
Guanxi is central to China’s social order, consisting of personal ties and connections,
consummated by exchange of informal exchange of favours to promote mutual interests
and benefits. Its influence covers all public and personal environments including
business, political, Government, and every day affairs. Its importance cannot be
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overstated as these informal connections form the basis for achieving any outcome in
China today.(D. Lee & Dawes, 2005; Standifird, 2006; Y. Wong, Leung, Hung, & Ngai,
2007).
Frequently heard by one of the authors in the field, Yexu is a salient linguistic artefact
roughly translating into English as ‘maybe’. Its incidence is commonly felt when asking
direct questions or canvassing opinions where Chinese prefer to provide indirect and
vague generalizations, particularly to individuals not included in their close inner-circle.
This can become frustrating as Western-preferred responses usually involve specific
and direct answers, and makes planning schedules based on Western time horizons
extremely difficult to arrange with any certainty. ‘Bad news’ communication is also
delayed to the last possible moment.
These artefacts can be linked to various Chinese values and axioms, as shown in figure
2.4. The figure itself lacks direct links – one artefact to one value or axiom – as all the
introduced concepts introduced are interconnected to a more or less degree. For ease of
understanding, however, connections have been made directly between artefact and
value/axiom.
Mianzi and Guanxi are linked to the axiom, Wei Ren Chu Shi, which literally means: ‘to
be a person and manage things’, and relates to how to deal with people and the given
environment around an individual. Inculcated from childhood upwards, the axiom
covers a commonality of interlinked important interpersonal skills, and reflects the
notion of explicitly considering the consequences of what, how and when is said and
done.
Yexu can be linked to the Confucian value of Zhong Yong Zhi Dao (T. Fang, 2003),
literally meaning: ‘the middle way’ or in practice, to be general and not to take a
definitive position such as exemplified by the Western stance of either/or and yes or no.
Underlying much Confucian ethos is to create harmony and hence minimize conflict;
and thus by not taking a definitive stance assures individuals that disagreements and
tension will be avoided in the sense of potentially giving the ‘wrong’ answer or offering
a different position. Yexu is also linked to the common axiom of Kan Qing Kuang (‘see
the situation’) which goes further than ‘maybe’ referring to ‘it depends on’ and is
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context dependent. Reflecting perceptions of the assumed unpredictability of the
Chinese environment, connotations of ‘wait and see’ are invoked whereby decisions are
dependent on what may or may not happen next and the situation is likely to change.
Xinren is linked to all three elements found in the conscious building block layer values and axioms - with the latter acting as the medium to direct the associated
artefacts in deriving the sought after levels of trust.
By conflating Hall’s High Context (Hall, 1989) with Hofstede’s High Collectivistic and
High Power Distance cultural dimensions (Hofstede, 1980), derives the unconscious
assumptions level of Chinese culture revealing a relationship orientation (Cateora et al.,
2009) (J. Chandler & Graham, 2010) that guides most business and interpersonal
relations. Linkages from the unconscious assumptions building blocks to the conscious
values and norms, to the artefacts can then be extrapolated where for example
relationship orientation promotes Confucian values, which underpin the cultural
artefacts of Mianzi and Guanxi.
Given that in general, Western cultures are deemed task/information oriented ( low
context, high individualism and low power distance) (Cateora et al., 2009) and therefore
in contrast to the Chinese relationship orientation, reconciliation of apparently
ambiguous and confusing concepts can thus be attained that provides coherence and
allow for a deeper understanding of the cultural processes and connections at work.
Figure 2.5 illustrates the interpersonal versus interorganisational orientations of both
Chinese and Western business cultures reflecting the importance given to either
orientation (Kriz, Purchase, & Ward, 1999).
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Figure 2.5: Interpersonal versus interorganisational orientation

Source: Modified and adapted from Kriz, Purchase & Ward 1999.

The significance of Cultural Intelligence is that it provides a framework to master the
process of cultural reconciliation, by employing meta-cognitive and cognitive skills to
unravel the linkages and provide coherent meaning, minimize frustration and anxiety
borne through misunderstandings and uncertainty, and ultimately reinforce engagement
and behavioural abilities, to function effectively in such differing cultural contexts as
experienced in China.

2.5 Conclusion:
The significance of this article is threefold, and lays the conceptual groundwork for
future research so as to extend the knowledge base regarding Open Innovation and
particularly Open Innovation Alliances.
Firstly, the paper develops the argument for more emphasis to be placed on the ‘human’
side of Open Innovation, both dyadic and relationship interactions, rather than just
taking a systems view – knowledge and ideas flows – to the relevant processes inherent
in Open Innovation.
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Secondly, the paper extends Chesbrough’s (2006) Open Innovation framework to
include a cross cultural lens, the Open Innovation Alliance framework that is a more
appropriate conceptualization given the current globalised business working
environment, and increasing interest in the China Innovation space.
And thirdly, the paper introduces the construct of Cultural Intelligence that provides the
toolbox with which to reconcile encountered cross cultural differences and provides a
framework for training and development programs designed for Open Innovation
Alliance (OIA) personnel operation in cross cultural environments. In essence, Cultural
intelligence increases interpersonal competencies across cultures, and builds both
individual and organizational absorptive capacities, lubricating relevant knowledge
flows, which are central to the Open Innovation paradigm. Borrowing from Ambler’s
(2009) metaphor, Cultural Intelligence shines a light on the modern culturally diverse
Open Innovation working environment.

2.6 Future Research Agenda
Both Cultural Intelligence and Open Innovation are relatively recent additions to the
International Business literature and therefore an exploratory research approach would
be highly advantageous to fully understand the operationalization of the concept of
Cultural Intelligence (CQ) within the Open Innovation Alliance (OIA) terrain.
Three levels of analysis can be addressed; at the individual level exploring the efficacy
of CQ as an important factor for increasing the OIA actor’s interpersonal skill set within
a culturally diverse setting; at the organizational level, by understanding the role CQ
may play in facilitating knowledge transfers consistent with the Open Innovation
paradigm; and at the cluster level, fully understanding what role CQ may have in
facilitating absorptive capacity within a culturally diverse network.
The need for such increased understanding is seen as particularly relevant within the
Chinese domain, with its increasing recognition as a major Open Innovation Alliance
contributor, juxtaposed with the levels of cultural distance perceived to exist within
such Open Innovation Alliances. The proposed exploratory research would therefore
add significant knowledge to the growing body of Open Innovation literature.
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Chapter 3: Exploring Cultural Differences as Barriers to
Knowledge Exchange in Open Innovation Alliances
3.1 Introduction
The previous chapter provided an introductory overview of the relevant concepts and
theories used within the thesis. This chapter provides a detailed exploration of the open
innovation paradigm and its particular relationship to knowledge management and
exchange. The focus is to build an argument that within an international context,
national cultural differences can act as significant barriers to successful knowledge
exchange within OIA’s. The concept of external stickiness is introduced to characterise
these barriers influenced by national cultural influences.
Open innovation alliances (OIAs) are regarded as an important strategic response in
promoting the survival and success of the firm. Yet the inclusion of a cross-cultural lens
to view OIAs has received limited attention to date. This chapter seeks to address this
shortfall by studying the linkages between cultural differences and key barriers to
knowledge exchange. To facilitate this study, the Western–China business domain has
been chosen as the research context because of perceived significant cultural distances
between the respective OIA actors (Hofstede, 1980).
Before addressing the specific linkages, this chapter examines key assumptions behind
the open innovation paradigm, which, in epistemological terms, appears to adopt
objectivist perspectives with regard to the nature of knowledge. A priori, this
perspective limits the acknowledgement that cultural differences may affect knowledge
exchange within an international OIA environment. Cultural influences on absorptive
capacity, causal ambiguity and arduous relationships are then explored to extend the
open innovation paradigm.
As stated, OIAs are regarded as an important strategic response in promoting the
survival and success of the firm. These alliances expand the boundaries of potential
knowledge sources by combining both internal and external knowledge to create value,
thereby driving and accelerating innovation and hence technological advances
(Chesbrough et al 2006).
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Although individuals are acknowledged to be critical agents in knowledge-flow
dissemination within open innovation and OIAs, little emphasis has been placed on
exploring individuals with the requisite interpersonal skills as the unit of analysis (du
Chatenier et al., 2010). Indeed, within the international OIA context, research takes a
culture-free approach and discounts the importance of cross-cultural exchanges. Thus,
there is a limited understanding of the importance of cross-cultural exchanges as
barriers to successful knowledge exchange and transfer between international OIA
actors.
Research that directly links cultural contingencies to open innovation in general is
sparse and resides firmly at the organisational level, consistent with Western business
norms. For instance, Hecker’s (2016) study draws on Hofstede’s cultural framework to
examine the influence of a country’s culture on the effectiveness of inbound open
innovation strategies. The implication is that national culture moderates a firm’s ability
to carry out open innovation activities successfully (Hecker, 2016).
Current research that directly links individual attributes to open innovation appears to
operate at the domestic level and adopts a universal approach to the issue by
discounting cultural contingencies. Du Chatenier et al. (2010) identify brokering
solutions and social competence as the salient competences that open innovation
professionals should possess to perform their main tasks of managing the interorganisational collaboration process, managing the overall innovation process and
creating new knowledge collaboratively (du Chatenier et al., 2010). Both brokering
solutions and social competence would be expected to be highly susceptible to cultural
contingencies in the international context.
Similarly, it has been argued that one of the most important HR management challenges
within open innovation processes is managing interpersonal relationships, which is also
expected to reflect cultural contingencies in an international setting; however, in this
study, the unit of analysis is culture-bound and internal to the firm (Lenz, Pinhanez, De
Cesaris, & Jacobs, 2016).
The purpose of this chapter is to examine the potential cross-cultural barriers between
international OIAs, identify and understand key barriers to effective knowledge
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exchange that are directly linked to cross-cultural issues at the individual actor unit of
analysis, and provide practice-based solutions to overcome these issues.

3.2 Current Understanding: Open Innovation Paradigm
As defined by Chesbrough et al. (2006, p1), the open innovation paradigm reflects “the
use of purposive inflows and outflows of knowledge to accelerate internal innovation,
and to expand the markets for external use of innovation, respectively”. It contrasts with
the traditional closed innovation model in terms of its sources of knowledge, whereby
organisations create their own ideas and develop and implement them to
commercialisation (Huizingh, 2011). The closed model typically describes the process
of sourcing knowledge solely from R&D projects derived from the firm’s science and
technology base, combining this knowledge with extant knowledge within the firm and
exiting the firm into the marketplace. The knowledge creation, transfer and
implementation processes occur within the firm’s internal domain.
In contrast, the open model gains its currency from extending the knowledge exchange
process to include internal and external science and technology bases, as well as
knowledge insourcing from various external agencies and outsourcing knowledge
applications as spin-offs, with the latter being new markets for the firm and licensing to
other firms’ markets (Chesbrough et al., 2006).
Indeed, three open innovation core process archetypes have been identified that help
open up the firm’s innovation process: the outside-in process, whereby external
knowledge is sourced, integrated with internal firm knowledge and implemented; the
inside-out process, which exploits ideas externally in different markets through selling
and licensing intellectual property (IP) to interested outside actors; and through the
coupled process, which links outside-in and inside-out co-creation by forming alliances
with complementary firms (Enkel, Gassmann, & Chesbrough, 2009; Gassmann &
Enkel, 2004). All three pathways can increase a firm’s innovativeness and are
predicated on the knowledge-based view of the firm, whereby heterogeneous
knowledge bases are significant determinants in driving the firm’s strategic competitive
advantage (Larkin, 2014). Further, firms that choose open innovation as a strategy are
seeking to diversify risks and share uncertainties in cases where internal organisational
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processes fail to handle both the market and technological uncertainty of innovations.
This is compounded by rising internal R&D costs within the context of shorter product
life cycles (Keupp & Gassmann, 2009).
The transition from the closed model to the open model is not dichotomous, but varies
in degrees of open innovation intensity. Keupp & Gassmann (2009) propose four
archetype organisational users based on the breadth and depth of open innovation
activities. ‘Professionals’ collaborate in-depth with a large number of external
knowledge sources, while ‘explorers’ collaborate with many external sources; however,
this collaboration is only moderate. ‘Scouts’ focus on scanning the external
environment for potential sources but have not developed deep collaborative
relationships. Finally, ‘isolationists’ show innovatory activities that have few external
sources, and the depth of collaboration is superficial (Keupp & Gassmann, 2009). Thus,
the four archetypes illustrate that open innovation occurs along a continuum of
engagement.
Environmental megatrends that are thought to favour open innovation adoption include
globalisation, increasing technology intensity and fusion, the proliferation of new
business models and the increasing ability to leverage new knowledge. Increasing
globalisation is underpinning higher mobility of financial and human capital, lower
logistical costs, ease of communication and increased market opportunities across
borders. Adopting open innovation business models rather than the closed model allows
global industries to realise faster economies of scale and dominant designs. Technology
intensity has increased in most industries that precludes exploring sufficient amounts of
new technologies and exploiting them through their own internal processes because of a
lack of organisational and financial capabilities (Gassmann 2006).
In particular, firms in high-tech industries collaborate with external sources to support
new product development (NPD) activities to keep up-to-date with rapid technological
change. Further, technology fusion highlights the need for shared knowledge exchange
because industry boundaries that were once clearly defined are blurring as a result of the
evolution of recombinant new technology sectors. These shifts in boundaries have
provided an opportunity for new business models to be implemented whereby firms
from a diverse array of industries form new alliances to realise synergy advantages and
gain access to a pool of complementary competencies that flow through to new
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innovations that can be commercialised. Ultimately, knowledge and its external
leveraging can become the firm’s key resources (Gassmann, 2006).
Early literature on open innovation may imply that the paradigm and practice adoption
are limited to technology and technology-intensive industries; however, to address this
notion, Chesbrough & Crowther (2006) demonstrate that the paradigm appeals to a wide
array of industries (e.g., consumer packaged goods, hardware and home improvement,
and industrial applications) rather than industries only concerned with technology. The
adoption of the paradigm is placed on a continuum with full, partial and limited
adoption in their survey (Chesbrough & Crowther, 2006). Some recent trends also
support the notion of adoption, with wide industry penetration, from pioneer to
mainstream, showing that the opening up of the innovation process has become
increasingly popular in leading industries; R&D intensity: from high-tech to low-tech,
whereby originally starting in the high-tech sector, a new trend towards low-tech sectors
exploiting the potentials of open innovation practices. The size of the organisations
adopting open innovation has expanded from large multinational enterprises to include
small- and medium-sized enterprises (SMEs). This is exemplified by ‘born globals’,
which have overcome the ‘liabilities of smallness’ by opening up their innovation
processes and achieving protection and leveraging of IP.
Innovation structures have moved from standalone archetypes to strategic alliances not
only to source outside knowledge, but also because complexity and costs have increased
significantly and firms cannot afford to pay for new products and processes. There has
been a paradigm shift in IP value from simple risk protection objectives to tradeable
goods potentialities, as well as an increasing focus on applying open innovation
principles to the service sector, which has become the largest sector in the developed
world (Gassmann, Enkel, & Chesbrough, 2010). Chesbrough’s (2011) open services
innovation text was published to align with the current trend towards service
orientation.
The application of the paradigm can be understood through the lens of organisational
change, which is framed through Lewin’s (1948) three-phase process of unfreezing,
moving and refreezing. The change is manifested through four dimensions: networks,
organisational structures, evaluation processes and knowledge management systems
(Chiaroni, Chiesa, & Frattini, 2011). The key drivers of the adoption of open innovation
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processes within the change are accorded to the enabling role of top management in
promoting the transition to the open innovation approach and overcoming any residual
resistance to the change. There is also the need for an innovation champion to promote
the change within the organisational domains that open innovation will reside for
successful strategic alignment and implementation (Chiaroni et al., 2011).

3.3 Knowledge Management
The open innovation paradigm is grounded in the knowledge-based view of the firm,
which directly relates strategic competitive advantage to the firm’s knowledge resources
(Larkin, 2014). Thus, the pre-eminent unit of currency within the open innovation (OI)
paradigm is knowledge flows (both outside-in and inside-out).
Polanyi (1966) categorises knowledge into two distinct forms: explicit and tacit.
Explicit knowledge is formalised and objectified knowledge that can be easily codified
(Polanyi, 1966). In contrast, tacit knowledge is subjective, experience-based and
difficult to codify (C. Wang & Han, 2011), thus making it more difficult to transfer and
imitate. Knowledge also spans a continuum of complexity, and studies have shown that
simple knowledge is easier to absorb than complex knowledge. The implication for
innovation programs is that firms must not only absorb knowledge and action it, but
also understand the key components of the knowledge (C. Wang & Han, 2011).
Central to knowledge’s understanding and leveraging in an outside-in context is the
concept of absorptive capacity, which is “the ability of a firm to recognize the value of
new external information, assimilate it and apply it to commercial ends” (Cohen &
Levinthal, 1990, p. 570). The significance of the concept lies with the firm’s ability to
create new knowledge and hence innovation, which ultimately influences its capacity to
continuously gain a competitive advantage (Tseng, Pai, & Hung, 2011). Thus, the
greater the firm’s absorptive capacity, the greater its capability to acquire and exploit
external information in such endeavours as new product innovation (Stock, Greis, &
Fischer, 2001). Building absorptive capacity is regarded as a priority strategic objective.
This is predicated on extant knowledge and qualified by a balance between the similar
knowledge bases of the sender and receiver and partial knowledge diversity so it can be
implemented as new specialised knowledge (Spithoven, Clarysse, & Knockaert, 2011).
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In the context of inside-out innovation, Dahlander and Gann (2010) characterise internal
knowledge to outside markets as a process of either ‘selling’ or ‘revealing’. Selling
refers to a firm commercialising its idea by selling or licensing to outside interested
parties. The knowledge embodied in the idea is regarded as redundant within the firm,
particularly in the form of unused patents and spill overs. Further, in terms of a
monetary advantage, opening up the innovation process can leverage R&D investments
by sourcing outside partners who can take the idea to market.
In contrast, revealing involves voluntary and non-pecuniary direct benefits by sharing
knowledge resources to increase external knowledge pools. For example, in business
clusters and cooperatives, combined knowledge can drive innovation practices. This
strategy is consistent with the notion of ‘myopia of protectiveness’, whereby firms place
too much emphasis on knowledge protection and ownership. This discounts the need for
key external resources that may help bring new innovations to market (Dahlander &
Gann, 2010). The classic example is open source software, which enables individuals to
collectively create innovative solutions.

3.4 Barriers to Knowledge Exchange
To date, specific barriers to knowledge exchange have tended to reside exclusively
within the firm as a closed innovation model. Cohen & Levinthal (1990) identify that
low absorptive capacity derived from a lack of prior learning is a major internal barrier
(Cohen & Levinthal, 1990). Similarly, Szulanski (1996) uses the catch-all term ‘internal
stickiness’ to identify several barriers, with the most important being causal ambiguity,
an arduous relationship and a lack of absorptive capacity.
Absorptive capacity assumes the ability to recognise the value of new information,
assimilate the information into new knowledge and then apply the knowledge to
commercial ends (Cohen & Levinthal, 1990). This is predicated on an individual’s prior
learning. In this regard, a lack of absorptive capacity would be expected to act as a
significant barrier to knowledge transfer. In terms of absorptive capacity and innovation
performance, Tseng et al. (2011) argue that to increase the absorptive capacity of
external knowledge - particularly in knowledge-intensive industries—the firm needs to
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input resources and R&D investments internally, but without nominating the actual
resources or investments.
In an empirical study, Wang & Han (2011) deconstruct absorptive capacity into three
sub-dimensions relating to external knowledge: acquisition, assimilation and
exploitation. They conclude that firms with higher levels are more likely to identify
valuable external tacit knowledge, absorb the external ambiguous knowledge and
implement external ambiguous and complex knowledge, respectively. Conversely, as a
barrier, lower levels in all three dimensions will moderate the firm’s ability to harness
the knowledge into innovation practices effectively. The authors conclude that to
maximise a firm’s innovation performance, it is important to match external knowledge
sources with the firm’s own knowledge properties and its level of absorptive capacity.
Defined as ‘a similar lack of understanding of the logical linkages between actions and
outcomes, inputs and outputs, and causes and effects that are related to technological or
process know-how’ (Ambrosini & Bowman, 2010, p. 597). Further, absorptive capacity
moderates an actor’s ability to fully understand the relationship between capabilities and
organisational outcomes (King, 2007), and it is particularly difficult to replicate in new
settings (Szulanski, 1996).
The barrier of arduous relationship reflects the ease of communication and the level of
intimacy between the various source and recipient actors. Ease of communication is
viewed as propensity for shared language and hence shared understanding, while
intimacy reflects the motivation for collaboration. The lack of ease of communication
and intimacy are significant barriers to knowledge creation and transfer, particularly
when knowledge moves even further in a tacit direction (Szulanski, 1996).
At the individual actor level of activity ties, the level of trust between actors also
reflects the scale of the arduous relationship. Trust can be characterised in two
distinctive forms: affect-based trust, which is grounded in mutual care and concern for
fellow actors; and cognition-based trust, which is grounded in co-actor reliability and
competence (McAllister, 1995). Both types of trust have been shown to encourage a
willingness to share knowledge in the Western context, particularly with regard to tacit
knowledge (Holste & Fields, 2010). A higher level of trust leads to a higher level of
knowledge exchange; conversely, a lower level of trust leads to a lower level of
knowledge exchange.
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Further, cognition-based trust initiates the process, and when reaching a critical
threshold, affect-based trust becomes more salient, thereby increasing the likelihood of
a willingness to share knowledge (Rutten, Blaas-Franken, & Martin, 2016). This
concurs with Sako (1998), who suggests that business trust is composed of three main
elements: contractual compliance, competence and goodwill. Goodwill (affect-based)
and trust increase when the co-actors’ demonstrated competence and expectations
(cognition-based) are met. In terms of interfirm networks, trust has been shown to be a
precondition for effective knowledge acquisition and sharing, including highly tacit
levels of knowledge. In essence, greater reciprocal trust between partners significantly
increases knowledge transfer and hence innovation practices (Brachos, Kostopoulos,
Soderquist, & Prastacos, 2007; Mu, Peng, & Love, 2008).
Another significant contextual factor that is linked to the barrier of arduous relationship
is a lack of motivation to transfer knowledge. Two forms have been investigated. First,
the ‘not invented here’ (NIH) syndrome is the tendency of firms to discount the value of
external knowledge because they believe they have a monopoly on knowledge in their
field, leading to the rejection of outsider ideas (Katz & Allen, 1982; Lichtenthaler &
Ernst, 2006). Second, the ‘not shared here’ (NSH) syndrome reflects negative attitudes
towards the exploitation of external knowledge assets resulting from IP concerns
(Burcharth, Knudsen, & Sondergaard, 2014). After applying both to the open innovation
paradigm, in which inflows and outflows of knowledge are paramount, the NIH
syndrome will significantly inhibit outside-in innovation practices, while the NSH
syndrome will inhibit inside-out innovation practices. Both are predicated on a lack of
motivation and are inherent to the arduous relationship construct.

3.5 International Context
There is sparse research on the international context of open innovation. Framed
through Hofstede’s dimensions, national culture has been shown to have a direct effect
on inbound open innovation strategies and consequent innovation performance by
moderating a culture’s search strategies (Hecker, 2016). Further, it has been argued that
organisational culture plays a more predominate role than national culture, government
interventions and increased mobility of labour and capital in achieving radical
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innovation output success. The rationale is that organisational culture is tacit, not easily
understood, difficult to transfer and operates in a more elusive context than the other
variables (Tellis, Prabhu, & Chandy, 2009). However, translating highly tacit
knowledge across cultural barriers is a difficult and long-term process (Hislop, 2009).
Recent research on knowledge sharing across cultures has mainly explained barriers
through the lens of Hofstede’s cultural framework derived from perceived differences in
cultural dimensions such as embodied in individualism/collectivism, power distance and
uncertainty avoidance constructs (J. Chen, Sun, & McQueen, 2010; Michailova &
Hutchings, 2006; Peltokorpi, 2006).
Knowledge transfer can act as a proxy because of its salience to international open
innovation. In situ research operating in the Chinese domain proffers insights into how
knowledge transfer occurs in contrasting contexts to the traditional Western domain. A
study on Chinese service organisations that applied Hofstede’s dimensions to
knowledge sharing found that Chinese culture is influential at three levels. First, at the
corporate level, knowledge sharing occurs top-down, reflecting high power distance and
minimising knowledge sources from a multi-level organisational perspective. This is in
contrast to the espoused values of Western knowledge management practices. Second,
cultural effects at the group/team level are mediated through high levels of collectivism
and power distance, which affects how individuals’ contributions are perceived.
Knowledge sharing primarily occurs through informal relationships rather than formal,
structured knowledge sharing processes, and it is moderated by status within the
relationships. Collectivism also discounts individual efforts and the ability to generate
informal communities of practice. Third, at the individual level, high power distance
and masculinity orientation coupled with low individualism result in a risk-averse
approach by employees as a result of a lack of empowerment and involvement in
knowledge sharing activities (McAdam, Moffett, & Peng, 2012).
Findings from research in the Chinese manufacturing context concur with the above
assertions. Knowledge tends to be kept tacit and is shared on an informal basis,
preferably face-to-face, depending on a number of Chinese cultural emics, including
hierarchy consciousness, face, modesty and competitiveness. Further, these factors act
as barriers to effective knowledge management initiatives (Tong & Mitra, 2009). These
authors, however, investigating the Siemens experience of knowledge sharing in China
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argue that Chinese high collectivism and Confucian dynamism (high long-term
orientation) actively facilitate knowledge sharing. This is the result of in-group
necessities and an emphasis on long-term consequences and objectives that are
consistent with the Chinese values of ‘personal steadiness’ and ‘respect for tradition’.
This assertion appears to be a paradox because both of these values would be expected
to favour risk-averseness rather than active knowledge sharing. Further, the cited
participant responses of ‘gaining peer respect’ and ‘building on reputation’ for active
knowledge sharing are more consistent with cultural factors such as face rather than
asserted values. However, the article notes that face, in-group/out-group dynamics and
language barriers were the primary barriers to knowledge sharing in the Siemens case
(Voelpel & Han, 2005). Examining the Chinese knowledge sharing domain in a general
sense, and mediated through Chinese cultural factors, the relative lack of explicit
formalised knowledge sharing processes combined with the preference for tacit
knowledge is a barrier to successful knowledge exchange (Ma, Huang, Wu, Dong, &
Qi, 2014).
From a cross-cultural perspective, it is not surprising that individual actors operating
under different cultural assumptions within Hofstede’s framework of power distance,
individualism/collectivism and uncertainty avoidance show reduced performance in
structured knowledge transfer processes, primarily as a result of communication
barriers, weak relationships and knowledge tacitness (J. Chen et al., 2010). Superficial
socialisation and co-presence between individual actors creates a lack of shared context
and understanding, which inhibits successful knowledge transfer (Lievre & Tang,
2015). Thus, to successfully propagate successful knowledge management
internationally, national cultural factors should be recognised as significant inputs to the
process (Wilkesmann, Fischer, & Wilkesmann, 2009).

3.6 Limitations of the Current Open Innovation Paradigm
Chesbrough’s OI contribution focuses on exploring and leveraging the new avenues
available for sourcing valuable knowledge rather than the actual nature of the
knowledge itself. This emphasis does not seem to have altered from Chesbrough’s
introduction (Chesbrough, 2003) of the open innovation paradigm to the latest
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(Chesbrough, 2015). Although both explicit and tacit sources of knowledge (Larkin,
2014) are acknowledged within the OI paradigm, the closed and open model, as
depicted, takes the objectivist perspective on knowledge, whereas in epistemological
terms, the practice-based perspective may be more appropriate.
The objectivist perspective views knowledge sharing as a sender transferring
predominately explicit knowledge to a receiver, and it assumes that the knowledge is
objective, context-free and exists independently of humans (Hislop, 2009). Both the
sender and the receiver can interpret the knowledge as one meaning. This is akin to a
football being passed between team members without the integrity of the ball being
changed.
In contrast, the practice-based view assumes that knowledge is subjective, on a personal
level, socially constructed and culturally embedded, and hence not independent of
human experience (Hislop, 2009). Thus, the sender and the receiver are unlikely to
interpret the transferred knowledge as identical in meaning, and to achieve this
outcome, both the sender and the receiver need to have developed a commonality of
understanding over time—that is, an understanding framework of the tacit assumptions
at work.
In cross-cultural terms, Hislop (2009) reflects that successful knowledge exchange
between different cultures, which is common in multinational corporations, is complex
and difficult to achieve. It is unlikely that sender–receiver dyads from different cultural
backgrounds will interpret the exchanged knowledge with the same meaning as implied
by the objectivist perspective and current OI conceptualisation. Hence, for successful
knowledge exchange to occur in this instance, the practice-based perspective becomes
salient because resources will need to be actively focused on reconciling the different
contextual bases to achieve a shared understanding before initiating the knowledge
exchange process. This is particularly relevant to this paper’s focus on the International
OIA Chinese - Australian business domain, whereby a significant cultural distance
pervades all knowledge exchange dealings between the respective actors. The key
cultural differences add more complexity and difficulty in achieving successful
knowledge exchange.
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An added corollary to the OI paradigm’s objectivist stance that is pertinent to this
paper’s cross-cultural focus relates to the actual knowledge exchange domain. Western
perspectives, including the OI paradigm, tend to simplify the unit of analysis occurring
at the organisational level rather than at the individual actor level. As has been noted,
open innovation literature does not extensively explore the human side of knowledge
creation and transfer endeavours, although studies acknowledge a crucial role in its
potential success (du Chatenier et al., 2010).
The Western business style emphasises corporate relationships over personal
relationships (Kriz et al., 1999) as highlighted by the West’s preoccupation with
organisational learning as a conduit for shared knowledge (Hislop, 2009). The Western
focus on organisational orientation promotes the notion of objective and explicit
knowledge that is independent of the actors involved, and it discounts personal
subjective experience as a source of knowledge value. To date, the human side of open
innovation interaction tends to be limited to intra-organisational open innovation
processes such as OI teams. Effective individual attributes that promote OI
effectiveness relate to brokering solution skills and social competencies such as social
astuteness, being social, interpersonal influence, tolerance of ambiguity and ability to
garner trust (du Chatenier et al., 2010). However, these constructs are difficult to
generalise to international contexts because they would be culture-bound. In a similar
vein, the five dimensions of organisational citizenship, namely altruism,
conscientiousness, courtesy, civic virtue and sportsmanship, have been put forward as
individual actor traits that facilitate the creation of open innovation practices
(Naqshbandi & Kaur, 2011). These traits, however, traits appear to be Western-centric
and are thus likely to be culture-bound.
The underlying Western assumption limits the approach to understanding knowledge
exchange in an international context because it assumes that other cultures adopt the
same organisational orientation, which is oversimplifying the process. In contrast, the
Chinese business style tends towards an interpersonal orientation that favours personal
relationships over corporate relationships (Kriz et al., 1999). This implies that a more
appropriate unit of analysis should also incorporate the individual actor level. It is
important to find a lens for a more credible investigation of the processes involved in
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international knowledge exchange to address the above limitations and extend the
paradigm.
There are many limitations relating to cultural considerations and open innovation. The
major limitation is a lack of studies focusing on international cross-cultural open
innovation endeavours whereby two or more partners are from different cultural
backgrounds. Indeed, current studies linking cultural context with open innovation, and
by proxy international knowledge management, have focused exclusively on a
particular national culture’s propensity to implement open innovation practice (Hecker,
2016; Wilkesmann et al., 2009), different cultural contexts within an intraorganisational setting (J. Chen et al., 2010) or in situ, whereby all open innovation
practices in the study occur in one cultural context, such as China (Ma et al., 2014;
McAdam et al., 2012; Tong & Mitra, 2009; Voelpel & Han, 2005).
All articles have primarily relied on applying Hofstede’s etic framework as the basis for
their analysis. In doing so, the current cultural context is limited by the intrinsic
criticisms of the framework. Hofstede’s study focuses on one organisation (i.e., IBM),
and this particular and strong organisational culture may have discounted national
culture influences. The study took place in the 1970s and is now outdated because the
study’s researchers have assumed that national culture, once determined, is static rather
than dynamic in nature. Culture, however, whether national or organisational, evolves
over time in response to changing environments creating cultural adaptions to these
changes, as a survival mechanism (Schein, 2004), so the static positon assumes that
cultural environments are constant which obviously not the case. Recent enculturation
influences from contact with ‘outsiders’ for instance, through the opening up of
Mainland China’s attitude to world trade, is a prime example of a changing cultural
environment. Indeed, Mainland China was not researched with Hong Kong acting as its
proxy, in the original Hofstede research studies, and the published cultural universals
are derived from Western dimensions that may not be appropriate for Asian countries
with different fundamental dimension parameters and meanings (R Fletcher &
Crawford, 2014).
In an attempt to overcome this perceived bias, Fang (2003) includes a fifth dimension
(i.e., Confucian dynamism), so as to rebalance the actual value meanings in the study,
from an Asian perspective. Further, Fang (2003) argues that the Western propensity for
47

linear continuums when reporting the dimensions does not take into account the yin and
yang circular expressions that are characteristic of Asian cultures. Indeed, Nisbett, Peng,
Choi & Norenzayan (2001) argue that there are fundamental cognitive neuro-process
differences at work when comparing Asian and Western perceptions linked to differing
cultural templates. Asians are holistic and relate to the field of perception as a whole,
and they employ dialectical reasoning and discount formal categories and logic. In
contrast, Westerners tend to pay attention to the field’s primary object and associated
categories and rules, and they employ analytic reasoning. These differences are thought
to be linked historically to highly contrasting social systems, that is, differing cultural
heritages (Nisbett, 2003; Nisbett & Miyamoto, 2005; Nisbett, Peng, Choi, &
Norenzayan, 2001). The practical significance of these differences creates problems in
applying Hofstede’s framework universally, because it means that Asian cultural
perceptions and consequent behaviours are context-dependent, thereby creating
observed cultural paradoxes: sometimes acting individualistically and sometimes grouporiented; sometimes avoiding uncertainty and sometimes not; sometimes long-term
oriented and sometimes short-term oriented, and all linked to the particular context to
which they respond.
Faure & Fang (2008) explore Chinese cultural paradoxes such as guanxi and
professionalism, family/group orientation and individualism, and thrift and materialism.
The authors build on Nisbett et al.’s (2001) differing cognitive processes of reasoning
by proposing that many Chinese concepts embed two paradoxical sub-concepts
stemming from the idiosyncrasies of the Chinese idiographic language and captured by
the overarching Chinese notion of Yin and Yang. This discounts linear ‘black and white’
exclusively opposite continuums as borne in the West and reflects that these opposites
contain seeds of each other. This is represented by the notion of paradoxical integration
(Mao, Peng, & Wong, 2012), whereby two opposites are interdependent in nature and
together constitute a totality resulting in a holistic and paradoxical worldview (Faure &
Fang, 2008). Thus, actors working in international arenas are often surprised and
confused by cultural paradoxes that do not behave as expected within universal
frameworks. Certain cultural values become salient over others in a given context,
implying that culture is embedded in the context and cannot be reconciled without
taking context into consideration (Osland & Bird, 2000).
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A final limitation of Hofstede’s framework is that it operates at the organisational level
of analysis (McAdam et al., 2012). This is consistent with Western business orientation
(Kriz et al., 1999), which only allows for indirect inferences when analysing cultural
influences at the individual actor level. Nevertheless, Hofstede’s framework provides a
useful starting point in assessing cultural differences. However, to understand a culture
in-depth, emic idiosyncrasies should also be explored and understood because they are
not captured by cultural universals. Instead, they directly affect the individual actor in
the field rather than relying on intangible Western-oriented cultural universals from
which they may have been derived. These etic orientations tend to be rather abstract
because the OIA actors are more likely to be directly confronted with differing cultural
artefacts borne through both verbal and behavioural expression rather than intangible
and subconscious assumptions and values. Interactions with these cultural artefacts are
more likely to lead to ambiguity and misunderstandings. For example, the Australian
OIA actor is likely to encounter emic cultural artefacts in China such as the tendency to
delay decision-making to the last minute (Kan Qing Kuang), the tendency to be general
and non-specific in planning (Zhong Yong Zhi Dao), the tendency to appear indecisive
(yexu) and the tendency to ‘go with the flow’ and not take proactive action (wuwei). In
general, all of these cultural artefacts clash with Western cultural norms and can lead to
misunderstandings and frustration, which does not promote the notion of a shared
context (Collins & Kriz, 2014). Fang’s (2003) critique lists 40 emic cultural values that
are unique to Chinese culture.
It is important, however, to substantiate cultural uniqueness in justifying the inclusion
of emic considerations and not just work with etic universals. For instance, an outsider
to a given culture may argue that Guanxi, which is defined as ‘connections, often
individual, that provide or imply the exchange of favours’ (Hitt, Lee, & Yucel, 2002, p.
358) is not unique to Chinese culture but invokes the Western concept of reciprocity,
and is therefore amenable to etic framework analysis. Mao et al. (2012) answer this
conundrum by explaining the unique features of Guanxi across five dimensions—
notably obligations and closeness of relationship. They redefine Guanxi as “the
closeness of a relationship that is associated with a particular set of differentiated
behavioural obligations based on social and ethical norms” (Mao et al., 2012, p. 1161).
In a similar vein, research has tested whether indigenous approaches to achieving
influence in organisations are distinctive by comparing the underlying characteristics of
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Guanxi (China), Jeitinho (Brazil), Wasta (Arab nations), Svyazi (Russia) and pulling
strings (UK). Researchers have found that although there are similarities, there is still
significant particularistic input for each cultural artefact (P. Smith et al., 2012).
Showcasing the need for emic inclusion, the Chinese keyword Suzhi, which is loosely
translated as inner quality and the need for continuous individual self-improvement to
improve society as a whole, has been translated into 23 different English terms. This
implies the overlay of unique emic nuances and creates difficulties for outsiders to truly
understand the term (Kipnis, 2006).

3.7 Extending the Paradigm
To address the current objectivist preoccupation, one can draw on social construction
theory (Wenger, 1998), whereby organisational learning is embedded in social
relationships and actor interactions. Extending this assertion to open innovation shows
that OIA learning, and hence knowledge exchange, occurs between the various actors
involved in the OI alliance. The socialisation, externalisation, combination and
internalisation SECI model (Nonaka & Konno, 1998) proposes a four-stage process for
achieving knowledge exchange. Grounded in social relationships and actor interactions,
the SECI model involves transferring tacit knowledge into explicit knowledge and then
back into tacit knowledge using a four-stage process. Tacit knowledge relates to
experience and individual learning, and it is subjective and difficult to reproduce and
share by others. In contrast, explicit knowledge can be transmitted as information and
hence can be reproduced and shared by others (Debowski, 2006). In essence, the fourstage process transfers knowledge as follows. First, socialisation involves sharing tacit
knowledge between individuals. Second, externalisation involves encoding the tacit
knowledge into a comprehensible translation that can be understood by others. Third,
combination involves integration with existing knowledge into more complex sets of
explicit knowledge. Fourth, internalisation embeds the newly created knowledge in
practice, thereby increasing collective experience and learning (Nonaka & Konno,
1998).
Nonaka and Konno (1998) further suggest that the SECI model operates within a
socially constructed Ba, or shared context, and can be employed to explore interactions
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between boundary-spanning actors within OIAs that are intent on knowledge creation
and successful transfer. The Japanese concept of Ba refers to shared physical or virtual
space as well as shared mental space, and it reflects common assumptions, values,
practices and knowledge that people can develop and share. Ba provides the ‘enabling
conditions’ to facilitate interpersonal interactions that share contexts and create new
meanings that transcend an individual actor’s bounded rationality (Hislop, 2009). In
essence, Ba links a shared context for emerging relationships with knowledge creation
and provides a platform for advancing both individual and collective knowledge
(Nonaka & Konno, 1998). The process of knowledge exchange (the SECI model) can
be facilitated by actively constructing the appropriate ba or shared context by, in this
instance, the OIA organisational partners.
Nonaka’s SECI model and the concept of Ba have been criticised by academics (mainly
those in the West), who suggest that the underlying assumptions are particular to
Japanese work practices and culture and cannot readily be applied universally (Hong,
2012; Weir & Huchins, 2005). The main criticisms relate to work practices that are
grounded in assumptions of a propensity for frequent sharing of tacit knowledge
between workers and across organisational boundaries, which is typical in Japan but
uncommon in other domains, as well as Japanese national cultural orientations such as
high uncertainty avoidance and high collectivism (Hofstede, 1980). Allaying these
criticisms, the concept of Ba has been developed by various authors outside the confines
of the Japanese context (Bryceson, 2007; Kostiainen, 2002; Lindblom & Tikkanen,
2010). Lievre and Tang (2015) recently outlined the importance of the socialisation
stage of the SECI framework in a French–Chinese collaboration project that argued that
knowledge transfer is diminished without a shared context underpinned by prolonged
co-presence by the relevant individual actors.
More importantly, however, key tenets of the OI paradigm assume the practice of
knowledge exchange across external boundaries (both tacit and explicit) and are
grounded in values of collaboration, openness to sharing and trust (Chesbrough et al.,
2006). Thus, the implication that the concept of Ba is particularly relevant to OIAs and
its building blocks should be explored in facilitating open innovation. The first step is to
identify any key cultural barriers that limits its creation in an international context.
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By applying these concepts to OI where knowledge is also sought from external
sources, the phrase ‘external stickiness’ can be used to reflect any potential external
barriers and how they are linked to cross-cultural differences. Within an international
OIA context, external stickiness is presumed to become more salient given the crosscultural complexity involved. In this regard, managing cultural differences within crossborder alliances has been identified as one of the major challenges in facilitating their
survival (Meschi & Riccio, 2008) Further, Sims and Schraeder (2004) assert that how
individuals react or adjust to differing cultural contexts lays the foundation for success
or failure. In terms of knowledge transfer across cultures, national cultural differences
act as significant barriers to knowledge sharing and transfer (J. Chen et al., 2010; W. Li,
2010).
This chapter uses the phrase ‘external stickiness’ for contexts in which knowledge is not
simply shared intra-organisationally (Kriz & R. Collins, 2014). Exchanges across crosscultural dyads are extremely complex and possibly warrant a concept more akin to
‘mega external stickiness’ as a result of the complexity across differing national
organisational cultures. External stickiness epitomises the disruptive force of trying to
reconcile tacit learning across two distinctly dissimilar psychically divided domains.
The notion reflects barriers confronting international marketing, cross-border alliances
and international business development projects. How these are linked to cultural
differences whereby knowledge is also sought in an R&D or open innovation model is a
key challenge for further research (Chesbrough et al., 2006).
The first aspect of external stickiness is absorptive capacity, which assumes an ability to
recognise the value of new information, assimilate the information into new knowledge
and then apply the knowledge to commercial ends (Cohen & Levinthal, 1990). These
abilities are predicated on an individual’s prior learning. An international arena such as
that envisaged by international OIAs goes beyond prior technical learning to include
prior cultural knowledge and CQ. A lack of absorptive capacity in this regard would be
expected to act as a significant barrier to knowledge transfer.
The second external stickiness factor refers to causal ambiguity, which relates to causal
connections between unclear actions and performances (Ambrosini & Bowman, 2010).
It moderates an actor’s ability to fully understand the relationship between capabilities
and organisational outcomes (King, 2007), and it is particularly difficult to replicate in
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new settings (Szulanski, 1996). Highly tacit-based knowledge (as embodied in many
human skills) applied in specific idiosyncratic settings (Tyre & von Hippel, 1997) can
lead to the notion of irreducible uncertainty (Polyani, 1962) and act as a significant
barrier to knowledge exchange (Szulanski, 1996). Translating highly tacit knowledge
across cultural barriers has been shown to be a difficult and long-term process (Hislop,
2009). Social construction theory (Nonaka & Konno, 1998; Wenger, 1998) shows that it
is important to include the need to create a shared ‘mindspace’ (Ba), which is predicated
on shared meanings, as well as communities of practice to minimise culturally induced
causal ambiguity. King (2007) focuses on trying to disentangle intra- and interfirm
causal ambiguity. This chapter adds further challenges to such a context.
The third external stickiness barrier is the arduous relationship, which reflects the ease
of communication and the level of intimacy between the various source and recipient
actors. Ease of communication is viewed as the propensity for shared language and
hence shared understanding, while intimacy reflects the motivation for collaboration.
The lack of both ease of communication and intimacy are significant barriers to
knowledge creation and transfer, particularly when knowledge moves even further in a
tacit direction (Szulanski, 1996).
Lane and Lubatkin’s (1998) ‘relative’ absorptive capacity is a reconceptualisation of
absorptive capacity. It provides a learning dyad-level construct that is more appropriate
here. Relative absorptive capacity in this case acts as an arduous relationship proxy. A
firm’s ability to learn and exchange knowledge successfully with another firm is
dependent on the similarity of both firms’ knowledge bases, organisational culture and
structures and dominant logics (Lane & Lubatkin, 1998), which promote a shared
understanding and echo Cohen & Leventhal’s (1990) contention that firms can increase
absorptive capacity from other firms with a similar knowledge base (Brekke, 2015).
Notwithstanding language barriers, the latter, consisting of management mental maps
developed through experience (tacit knowledge) in core business practices (Prahalad &
Bettis, 1986) would be highly susceptible to national cultural differences and
underscores the difficulties in achieving ease of communication inherent in arduous
relationships.
In terms of a lack of motivation (including NIH and NSH syndromes) to share
knowledge, risks can relate to individual power schemas whereby individual staff resist
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providing knowledge because they perceive that they will lose legitimacy or their expert
status. Risks can also relate to strategic concerns associated with the Arrow information
paradox (Bogers, 2011), whereby to entice other parties, such as customers and
suppliers, the firm needs to provide sufficient information to the other party as a basis
for considered decision-making, thereby ‘giving away the farm’ for free (Asllani &
Lari, 2011). Contamination risk may also be a factor between large and small partners,
whereby small firms (e.g., start-ups) that approach larger firms for partnership find that
the larger firm working in the same area can replicate the IP without directly infringing
on secured patent protection (Chesbrough & Schwartz, 2007). All of these rational risks
are prone to national cultural moderators, with different cultures showing different
propensities to share knowledge. Chinese actors that have associated etic high power
distance and are influenced by emic ‘face’ concerns tend to conceal knowledge as a
mechanism for maintaining their status, whereas Western actors with lower power
distance and more egalitarian values would be expected to share knowledge more
willingly. The different cultural orientations towards trust and trust-building would also
play a role in hindering knowledge sharing, which would influence all three risks.
Underlying ethnocentric attitudes within the participant actors can also promote both
NIH and NSH syndromes and are directly linked to culture. Ethnocentrism relates to
subconsciously assuming that a given actor’s culture is superior to others (Caligiuri,
Baytalskaya, & Lazarova, 2015; P. Parker, D. Haytko, & C. Hermans, 2011). In this
context, it assumes that knowledge emanating from one’s cultural context (the firm) is
superior to other cultural contexts (foreign firms). This particular risk is underresearched, which is surprising given the current Western hegemonic worldview of
superior knowledge, superior products and superior business practices compared with
emerging economies such as China (Iordan, 2013).
These aspects around external stickiness have obvious implications for more tacit
relational dimensions such as actor bonding. Low levels of intimacy between actors,
reflected by a lack of trust and information hoarding practices (Szulanski, 1996), have
been identified as significant barriers to knowledge sharing. The above discussion,
which focuses on known barriers to knowledge exchange and their potential linkages to
national cultural differences, underscores the magnitude of difficulty in bringing
individuals and enterprises of two cultures together. There is, however, much value to
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be gained by exploring this scenario in-depth, with a view to exploiting newfound
knowledge as a template for future internationalisation endeavours. It is important to
find a lens for a more credible investigation of some of the ingredients discussed above.
Further levels of complexity (mega stickiness) are added when knowledge sharing and
exchange are considered within a cooperative/cluster environment—that is, addressing
international marketplaces and hence differing cultural contexts. Knowledge creation,
transfer and exchange has been shown to be facilitated by being members of clusters,
particularly regional ones (Arikan, 2009; Hoffmann, Lopes, & Medeiros, 2014).
Successful clusters are able to harness the benefits of operationalising open innovation
to generate cluster-driven innovations. Over time, this creates a de facto Ba to minimise
knowledge exchange barriers.
Research on the internationalisation of clusters with reference to differing cultural
contexts and their effects is particularly sparse. A study on network development and
knowledge creation in a foreign market shows that network development has a direct
positive effect on knowledge creation and knowledge combination (Tolstoy, 2010). A
study of international marketing initiatives in industrial clusters proffers new insights
for emerging entrepreneurial firms (Felzensztein, Stringer, Benson-Rea, & Freeman,
2014). Although both articles deal with international markets and hence differing
cultural contexts, national cultural differences are not addressed. This invokes Witt and
Redding’s (2013) admonition that culture matters; however, most social scientists
“prefer to stay away from it, not least to its odour of race and inheritance” (p. 291).
Given the cultural complexities involved, this seems surprising.

3.8 Putting Theory into Practice
As illustrated in the Western–Chinese context, international OI alliances and intent to
maximise open innovation knowledge transfer must consider three interrelated success
determinants: environmental context, competencies and process.
First, the environmental context focuses on the individual actor level before scaling up
to the organisational level. It involves proactively determining a shared mindspace by
creating the conditions for Nonaka and Konno’s (1998) Ba to operationalise SECI’s
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four-stage model for successful knowledge transfer to occur. This ‘space’ is also where
the potential barriers to successful knowledge transfer will reside.
Second, CQ as competency training is provided to all OIA individual actors to minimise
the misunderstandings generated by cultural influences that are directly linked to
barriers to knowledge transfer in an international context. Apart from specific etic and
emic cultural knowledge, CQ promotes self- and other-awareness by generating active
reflection and reconciliation of cross-cultural misunderstandings that may occur. CQ
also helps to increase motivation to participate and provides a behavioural framework to
achieve commonalities and trust between the various actors.
Third, the process uses iterative action learning techniques that operationalise action–
reflection–action cycles to generate shared learning on an ongoing basis. Action
learning embodies experiential learning, learning by doing and reflecting on the
learning processes and content to improve future actions (Argyris & Schon, 1974). The
process is then cyclically repeated with continuous iterations to achieve improvements
in shared meaning. Adapting Altrichter’s spiral of AR (Stern, Townsend, Rauch, &
Schuster, 2014), knowledge is created and shared (action), interpreted as practical
theory (reflection), which creates consequential ideas for action (action strategies) and
generates renewed knowledge creation and sharing (renewed action).
In essence, the action - reflection cycles can be understood as knowledge exploitation
and exploitation iterations (both feedback and feedforward looping) by enacting
intuiting, interpreting, integrating and institutionalising phases (Crossan, Lane, &
White, 1999; Zietsma, Winn, Branzei, & Vertinsky, 2002) and delivering ambidextrous
learning (Kang & Snell, 2008). The significance of this action learning
conceptualisation is that it translates the learning processes from the individual actor
level (intuiting) to the actor group level (interpreting) and the organisational level
(integrating and institutionalising), which is the ultimate outcome. This process is
consistent with Nonaka’s SECI model (Nonaka, Toyama, & Konno, 2000) enacted in
the ba and is also based on iterative cycles for knowledge creation.
Further levels of complexity (mega stickiness) are added when knowledge sharing and
exchange are considered in a cooperative/cluster environment. In this case, one of the
key goals of the initiative is to share knowledge between cluster members to improve
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future initiatives of the current program and beyond, and to share and exchange
knowledge with Chinese counterparts. Given the complexity involved, achieving this
goal of knowledge exchange would be expected to become more of a challenge and
requires considerable planning to ensure success.
Putting theory into practice should be a role for cluster managers, that is, individual
actors and organisations that are set up to coordinate cluster activities, particularly in the
realm of knowledge exchange between cluster members. Cluster managers act as
gatekeepers whose function is to overcome difficulties in communication across
differentiated boundaries, gather and understand external knowledge and subsequently
translate the knowledge into meaningful and valuable resources that members can
assimilate into their own processes (Tushman & Katz, 1980). In terms of open
innovation processes, the cluster manager that possesses a tertius iungens (‘third party
who joins’) orientation is central to the combinational processes of innovation.
Tertius iungens orientation is “a strategic behavioural orientation toward connecting
people in their social network by either introducing disconnected individuals or
facilitating new coordination between connected individuals” (Obstfeld, 2005, p. 100).
Tertius iungens–oriented actors function as intermediaries who coordinate activities that
underpin the combination and integration of resources of interested partners that would
include clusters (Crespin-Mazet, Goglio-Primard, & Scheid, 2013).

3.9 Conclusion
Reconciling complex knowledge from an actively engaged dyadic perspective is
underdeveloped in the literature, and knowledge exchange under the guise of an AAR
framework has interesting implications.
Knowledge transfer difficulties are magnified when combining exchanges across two
acknowledged culturally distant contexts. The increasing global exposure of mainland
China to other cultures through tourism, education and the internet is helping to reduce
the distance. Irrespective, when models that are based on experience and self-reference
criteria (Cateora et al., 2009) from one culture are applied to others, the possibility of
distortion grows. Management research has a habit of using Western-derived
ethnocentric paradigms for that purpose (Kriz & Gummesson, 2014). There are
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occasional attempts to be more circumspect and incorporate more universally applicable
theory, but this is less common.
The above discussion introduces the construct of external stickiness, which focuses on
known barriers to knowledge exchange and their potential linkages to national cultural
differences. Further, it underscores the magnitude of difficulty of bringing the
individuals and enterprises of two cultures together. However, there is much value to be
gained by exploring external stickiness in-depth empirically with a view to exploiting
newfound knowledge as a template for future internationalisation endeavours.
The next chapter now examines the construct of culture in detail and its relationship to
internationalisation.
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Chapter 4: Internationalisation and the Deconstruction of
National Culture as a Significant Contingency
4.1 Introduction
Having presented the argument in the previous chapter that cultural differences can act
as significant barriers to knowledge exchange within an international context, this
chapter explores how and why these barriers arise. To do this, the nature and building
blocks are examined followed by an illustrative application of cross - cultural
differences that are salient when comparing a Western cultural orientation (Australia)
with an Asian (China) counterpart. The ensuing analysis showcases how culturally
induced barriers to knowledge exchange can be derived from the differing actor cultural
orientations.
Although the ‘boundary-less’ human resource (HR) function addresses the new
paradigm of flexible HR roles in response to market changes, it can also be harnessed
metaphorically to describe the new globalised external environment (Rousseau &
Arthur, 1999). The pace of globalisation has increased sharply as a result of rapid
technological change and increased global competition, along with the economic
maturing of Asian markets, particularly with the opening up of the vast potential of
China. These factors have led firms to seek new markets, which has resulted in a
growing number of people being sent overseas on international assignments where
effective collaboration between partners from culturally diverse backgrounds is
important in ultimately achieving successful cross-cultural marketing of the firm’s
products.
This shift, however, towards global markets has not occurred without significant
problems and associated financial costs. Although the number of international
assignments is expected to continue to increase, global assignment failure rates have
been estimated to be between 20% and 50% (Graf, 2004). Naumann’s (1992) seminal
study even proposes failure rates as high as 70% in certain host countries. Although
criticism has been levelled at the earlier studies regarding the exaggerated failure rate of
findings as a result of methodological flaws, one may still expect the rates to be in line
with learning curve expectations. The rate of expatriate failure, however, has not
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decreased but remained relatively constant (Allerton, 1997; Baruch & Altman, 2002;
Black, Mendenhall, & Oddou, 1991; Solomon, 1996). Indeed, the economic costs of
these failures have escalated, with Graf (2004) suggesting $1 million or more for each
individual failure. From an organisational perspective, these costs translate into losses
of up to $2 billion per year for certain industries (Punnett, 1997). Moreover, the
financial costs do not fully account for more intangible negative outcomes such as
relationship breakdowns, reduced or delayed productivity and negative perceptions of
the company’s image (Johnson et al., 2006).
The primary reason advanced for the high incidence of both organisational and
individual expatriate market failure has been linked to reconciling difficulties derived
from cultural differences and conflicts encountered when dealing with the host nation
culture (Johnson et al., 2006; Graf, 2004). In essence, how individuals react or adjust to
the host nation’s cultural values and norms lays the foundation for a stress-induced
reaction, generally labelled ‘culture shock’ (Sims & Schraeder, 2004). The authors’
ground culture shock in uncertainty: individuals experience uncertainty regarding the
appropriateness and acceptability of behaviours when entering new cultures, which can
disrupt assumed routines and norms, hence creating psychological uncertainty or
cognitive dissonance. A more inclusive explanation incorporates the notion of emotion,
which asserts that culture shock is “an emotional and psychological reaction to the
confusion, ambiguity, value conflicts and hidden clashes that occur as a result of
fundamentally different ways of perceiving the world and interacting socially between
cultures: disequilibrium” (Solomon, 1994, p. 51).
In practice, culture shock encompasses different sets of basic assumptions, values and
beliefs, and it is expressed in various guises such as language and food preferences.
Sims and Schraeder (2004) argue that these differences can have an immediate and
debilitating effect of being overwhelmed or a more insidious, evolving incremental
effect whereby levels of frustration can build up and deliver an extreme affective
reaction borne through anger, depression and homesickness. Moving to an
organisational level of analysis, such as joint ventures and strategic alliances, the
influence of culture on success is also complex and is particularly salient between
Western and Asian alliances (Das & Kumar, 2009). Alliances are cooperative ventures
that bring together organisations for a variety of objectives, and they can suffer
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misinterpretations and misunderstandings at the strategic and operational levels; indeed,
conflict can arise in the cognitive and behavioural spheres between the respective
partners. National cultural differences can negatively affect several key operational
functions.
With regard to knowledge exchange, culture can affect the pattern in terms of the
interpretation and timeliness of knowledge transfers. Regarding interpretation, Western
cultures generally favour explicitness, while Asian cultures prefer implicitness in the
pattern of knowledge exchange, which reflects low-context (West) and high-context
orientations (Asia) (Hall, 1989). Similarly, Western cultures are short-term oriented,
whereas Asian cultures are long-term oriented (Hofstede, 2001), which guides the speed
and timeliness of effective communication. Decision-making is also vulnerable to
cultural differences. Western cultures tend to be task-oriented, analytic, reductional, and
focused on facts. In contrast, Asian cultures tend to be relationship-oriented, synthetic,
holistic and subjective when viewing information (Cateora et al., 2009) (Nisbett &
Miyamoto, 2005). These contexts provide different criteria for decision-making in terms
of seeking the objective truth (task-oriented) regardless of the consequences, in contrast
to those who are affected by the decisions (relationship-oriented).
At the strategic level, discontinuities, or discrepancies in outcome and process
evaluations (Das & Kumar, 2009), are also susceptible to cultural differences. Western
cultures tend to be individualistic and focus on outcomes as a priority, while Asian
cultures, which are typified by collectivist influences, emphasise process over outcomes
(Triandis, 1995). This situation leads to differing perceptions and an inherent
understanding of discontinuities, particularly in terms of their effect and the way
forward. Das and Kumar (2009) argue that the former orientation reflects ‘sensemaking
of chaos’, while the latter reflects ‘sensemaking in chaos’, and each orientation
perceives the benefits of the alliance differently. If a certain threshold in outcome
discrepancy is reached, the ‘sensemaking of chaos’ orientation will perceive the
situation as negative, whereas the other orientation may be more flexible in its thinking.
Thus, in general, the authors conclude that cultural differences through these varying
influences can compromise the effective running of alliances.
In terms of knowledge transfer and exchange itself as the unit of analysis, national
cultural differences have been shown to influence this process in three key areas. First,
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cultural differences shape the motivational disposition of the actors involved (Glisby &
Holden, 2003). Willingness to share knowledge is culture-bound in some cultures particularly in collectivist cultures that are not motivated to share with actors who are
considered ‘outsiders’ (or Laowei in Mandarin). Similarly, the receiver may not be
motivated to accept the transfer of knowledge (Javidan, Stahl, Brodbeck, & Wilderom,
2005) generated through culturally driven NIH considerations that are prevalent in
Western business cultures, including ethnocentric influences, to which all cultures are
prone.
Second, communication barriers and richness of transmission channels are affected. The
use of different linguistic styles (e.g., formal and informal, specific and broad) and not
sharing a common language act as constraints on optimal knowledge transfer. These
factors lead to the third effect, which affects the absorptive capacity of the receiver, who
may not be able to fully inculcate what is transferred (Javidan et al., 2005), leading to
sustained causal ambiguity. Following on from Glisby and Holden’s (2003) critique of
Nonaka’s SECI model, the knowledge creation, transfer and integration processes are
generally liable to be influenced by cultural differences. Thus, knowledge should not be
‘objectified’ but treated as a cultural social construction by the actors involved. In
conclusion, bringing individuals and enterprises of two cultures together is a difficult
task, particularly when such cultures are acknowledged as culturally distant.

4.2 Nature of Culture
Hofstede’s (1993) often-cited seminal work defines culture as ‘the collective
programming of the mind which distinguishes one group or category of people from
another’ (p. 89). It maps out the notion of different ‘ways of doing things’, which forms
the basis of his conceptual framework in which to understand cultural differences.
However, this definition needs to be fleshed out to fully understand the various
characteristics in play. Schein’s (2004) work on culture, although operating within the
context of organisational culture, arguably offers a more explicit and easily understood
definition of culture, which will be used for this chapter:
“A pattern of shared basic assumptions that was learned by a group as it solved its
problems of external adaptation and internal integration that has worked well enough
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to be considered valid and therefore to be taught to new members as the correct way
to perceive, think, and feel in relation to those problems”. (p. 16).

This definition highlights culture’s key characteristic as being a learned response
functioning at the group or society level, and it implies a level of group structural
stability that harnesses shared meanings to differentially define a particular group’s
identity. Once attained, this stabilising force is difficult to change because coherent
meaning and predictability are valued by the group when immersed in a potentially
unpredictable environment. The difficulty, however, in change does not reflect a closed
system but rather an incremental evolutionary pathway whereby adaptations can occur
in response to changing needs and environmental contingencies. The last factor has
undoubtedly given credence to the global convergence theory; however, these views
discount the depth and breadth underlining the construct because a culture’s building
blocks, as described later, can be deeply embedded, often at the subconscious level, and
can therefore be taken for granted as the ‘correct way of doing things’. Further, culture
is all-pervasive and influences all of the cognitive, affective and behavioural aspects of
a group’s functioning with regard to its responses to both its external environment and
its internal integration. Schein (2004) describes integration as synergising the elements
into a larger paradigm or gestalt that creates an integrated whole that fulfils the human
need to both understand the environment and attempt to make it orderly, thereby further
facilitating the stability process.
Culture manifests itself at three levels as represented in the iceberg model of culture
(Baumgartner, 2009). First, basic assumptions are deeply embedded, subconscious to
the group member and fundamental to the culture. They reflect beliefs, perceptions,
thoughts, affective feelings, behaviours and actions. Second, conscious values guide the
group’s moral compass and reflect conscious norms, rules and justifications,
philosophies, religious value sets, strategies and goals. The third layer is overt
behavioural and material artefacts, visible structures and processes, such as language,
technology, emotional displays, rituals and ceremonies, narratives and myths, and
symbols, that reflect or explicitly symbolise the basic assumptions and espoused values,
and can be difficult to decipher (Schein, 1996).
At the macro level, the proposed mechanism for culture creation and evolution is
dynamic (see Figure 4.1). Values are determined and individuals are enculturated,
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which in turn influences the formation of cultural artefacts peculiar to the culture. The
values and beliefs, reinforced by constant artefact ritual and display, then feedback over
time to embed the fundamental basic assumptions. Once the cultural cycle is set, it is
difficult to ‘unembed’ these ‘theories in use’ unless significant and changing
environmental pressures are exerted to foster change for survival purposes.
Figure 4.1: Iceberg model reflecting the three layers of culture

Source: Baumgartner 2009 p106

Although the basic assumptions level is arguably universal, or etic, to all cultures with
varying degrees of emphasis, the values and overt artefact layers tend to be emic
expressions of these basic assumptions. They are particular to any given culture because
they reflect adaptive survivorship mechanisms responding to the prevailing
environmental pressures peculiar to the culture. Significantly, an individual who is
foreign to a new cultural context will be confronted with particularistic emic cultural
artefacts including observable unique behaviours and linguistics outside their
experience, which are difficult to decipher and result in misunderstood meanings. This
is the essence of ‘culture shock’ (Oberg, 1960). To gain a deeper appreciation, the overt
artefact layer needs to be reconciled through the lenses of the value and basic
assumptions by delving into how the layers, both horizontally and vertically, are
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interactively linked to fully understand the holistic pattern of a given culture. To
illustrate the essence of culture shock, a comparison of Australian culture (representing
Western orientation) and Chinese culture (Asian orientation) in relation to business
relationship differences will showcase the difficulties involved.
The comparison is deliberate because China has been ranked 53 of 54 nations in terms
of cultural distance from Australia (R. Fletcher & Bohn, 1998). A review of Hofstede’s
(2001) etic or cross-cultural values coupled with Hall’s (1977) high-context/low-context
continuum for China and Australia adds insights to these important variations to
synthesise an overall contrasting information/task-orientation with a relationship-based
orientation (see Table 4.1).

Table 4.1: Comparison of Hofstede’s (2000) cultural dimensions
Index

Australia

China

Power distance

36

80

Uncertainty avoidance

51

30

Individualism/collectivism

90

20

Masculinity/femininity

61

66

Long-/short-term horizon

31

118

High/low context

Low

High

Information (task)/
relationship orientation

Information/task
orientation

Relationship
orientation

Source: Cateora et al. (2009) p158

Table 4.2 provides more meaning to the information/task and relationship orientations
to highlight differences. As shown in Tables 4.1 and 4.2, there are significant
differences between Australia and China, and closing such a large cultural gap remains
challenging.
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Table 4.2: Dimensions of Culture: A Synthesis
Information/task-orientation

Relationship orientation

Low context
Individualism
Low power distance
Low distance from English
Linguistic directness
Monochronic time
Foreground
Competition

High context
Collectivism
High power distance
High distance from English
Linguistic indirectness
Polychronic time
Background/context
Reduce transaction costs

Source: Cateora et al. (2009) p156

Sharing and developing knowledge in an organisation (Nonaka, von Krogh, & Voelpel,
2006) is inherently difficult without the added burden of transferring knowledge and
growing business relations and innovative activities across cultures (Collins & Kriz,
2014). Increasingly, the literature has been examining how greater engagement between
two parties is possible and how to bridge the relational gap between differing
organisations.
With regard to the etics of Chinese culture, conflating Hall’s (1977) high context with
Hofstede’s (1980) high collectivist and high power distance dimensions derives a
relationship orientation (Cateora et al., 2009) that guides most Chinese business and
interpersonal relations. Applying the same formula to the Australian culture (low
context, high individualism and low power distance) offers a contrasting
task/information cultural orientation (Cateora et al., 2009) that favours work synergies
and legal contracts as a basis for ‘closing and maintaining the deal’. This contrasts with
strong personal ties predicated on trust, as borne by the relationship-oriented Chinese
paradigm.
Of importance are the two contrasting business styles, with Australian business relations
favouring organisational or corporate-level relationships and Chinese business relations
favouring personal relationships at the individual level (Zhang & Zhang, 2006). The
differing orientations (see Figure 4.2) have significant implications for managing
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effective business relationships between the two sets of actors, such as who and where
does the business relationship trust reside: interpersonal and/or organisational?

Figure 4.2: Adapted Interpersonal versus organisational orientations

Source: Modified and adapted from Kriz, Purchase & Ward 1999.
Different modes of delivery that are linked to differing cultural orientations can be used
to illustrate the difference between the Western and Chinese business styles. The
Western situation reflects a specific orientation (Trompenaars & Hampden-Turner,
2004) and adopts different roles for different areas of life. The business actor segregates
out the business content (task-driven) by sharply separating work and private life. In
practice, this results in Western actors using the ‘facts’ in organisationally accredited
formal and impersonal emails to communicate with business colleagues and contacts. In
contrast, the Chinese situation reflects a diffuse orientation (Trompenaars & HampdenTurner, 2004) whereby there is no separation between work and personal contexts, and
although emails are obviously used, much of the communication between business
actors occurs through the social media application WeChat.
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With more than one billion active monthly users, WeChat has become one of the
world’s most popular social media platforms and is an integral part of daily life in China
and, more broadly, Asia (Montag, Becker, & Gan, 2018). The content tends to be
personal, intimate and less formal because the goal is not only to deliver ‘facts’,
information and knowledge (Davison, Ou, & Martinsons, 2018), but also to create and
strengthen interpersonal relationships and marketing endeavours (Lin, Li, & Yan, 2016;
Min, 2014). Consistent with the Chinese relationship orientation, WeChat has become
one of the prime methods of instigating and maintaining Guanxi relationships, which
are important to Chinese interpersonal and business life (L. Chen, Chin, Sun, & Rasli,
2017).
Salient emics that stem from the Chinese relationship orientation are reflected in the
notion of Guanxi (Chinese indigenous method for building connections and
relationships) (Kriz & Gummesson, 2014). Guanxi represents the primary process of
achieving successful relationships in China (M. Yang, 2002), with deeper relationships
building a desirable outcome of deep trust (Xinren) (C. Chen, Chen, & Huang, 2013).
Associated emic values and axioms that need to be understood and enacted as artefacts
for positive Guanxi come under the Chinese cultural umbrella of Wei Ren Chu Shi—
loosely translated as ‘dealing with people’. This includes: giving face (Mianzi),
promoting harmony (He), procrastinating on decision-making and planning (Kan Qing
Kuang) and providing broad and non-committal answers to specific questions (Zhong
Yong Zhi Dao) (Collins & Kriz, 2014).
In particular, the keyword Pengyou (friend), which is a de facto marker for trust, is an
important outcome sought in Chinese relationships. It reflects how personal the
relationship can become; it is not just confined to business affairs, as commonly found
in the West in this context. It is already possible to understand that these emic
dimensions add significant challenges to new actors (in this case, Australia) entering a
relationship-oriented society.
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Figure 4.3: Example of emic Chinese culture adapted from Schein’s (1996) Iceberg
model developed for this research.

The contrasting cultural representations reflect the complexities involved: subconscious
assumptions inform conscious values, which in turn generate artefacts peculiar to a
given culture. However, when interacting with other cultures, individual actors will
predominantly be confronted only with the artefacts layer (surface manifestations). In
this instance, Australian actors confronted with Chinese unique cultural artefacts leads
to potential significant misunderstandings and confusion when interpreted through their
own cultural lens. Probing deeper, Western individuals tend to be focused on: the task at
hand, or ‘getting the job done as a priority’ over any interpersonal relationship
commitments (task/information orientation); the task at hand is independent of any
given context leading to specificity (low context); and an emphasis on schedules,
linearity in approach and promptness in delivery (monochronic orientation).
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Figure 4.4: Example of emic Australian culture adapted from Schein’s (1996)
Iceberg model developed for this research.

These Western orientations are in contrast to the prevailing Chinese cultural paradigms,
which are characterised by: relationship-oriented subconscious assumptions, whereby
interpersonal relationships are favoured over task considerations; a high context
orientation, which prioritises contextual factors over specifics; and a polychronic
orientation to time, which is non-linear, unstructured and is not subject to strict time
constraints (Cateora et al., 2009; Collins & Kriz, 2014).
Miscommunication within intercultural settings is prone to culturally based differences
in style, which become more apparent in professional contexts. Similar linguistic codes
may be employed; however, they are filtered through differing cultural lenses (W. Li,
Zhu, & Li, 2001). The effects of these differing cultural orientations can directly affect
concerns of time management and planning, thereby moderating the ability to achieve
business communication and outcome coherence by creating an environment of
significant uncertainty and misunderstanding. Further, inherent frustration can
ultimately derive negative ethnocentrism between the two cultural identities. In essence,
productivity is diminished because of varying cultural meaning and practice placed on
the term.
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The following situation may sound relatively trivial compared with other business
constraints; however, it illustrates the power of Yexu (maybe) as a significant barrier to
mutual understanding and successful cross-cultural relationships. This barrier is further
compounded by the accompanying non-verbal communication gestures and actions,
which appear to be specific to the Mandarin culture, and which the ‘average’ outsider is
not privy to, thereby increasing the salience of the language for understanding.
Yang’s (2007) study highlights the particularistic non-verbal gestures used by Mandarin
Chinese to express affiliation and involvement in interpersonal interactions. Non-verbal
actions and facial expressions (Biaoqing) such as gaze (Zhushi), head gestures (Toushi),
gentle smile (Weixiao) and touch (Shouchu) are employed to demonstrate the relative
closeness and connection with respondent cultural ‘insiders’ (Zijiren) synchronously
with verbal communication (P. Yang, 2007). Mandarin interaction is more than just
simple communication; rather, it deliberately attempts to strengthen connections, with
an emphasis on potential relationship-building. Outsiders (Laowai) who are not privy to
these gestures and their meanings are therefore forced to depend exclusively on explicit
linguistics such as Yexu/maybe for understanding.
As shown in Figure 4.1, visible structures may be difficult to decipher from an
outsider’s perspective, which leads to frustration and misunderstandings. To keep the
explanation in its simplest form, the keyword yexu will be used to illustrate how
relationship orientation is all-encompassing in Chinese culture. The next section
proposes that Yexu should be linked both horizontally (with key cultural artefacts) and
vertically (to the relevant values, beliefs and axioms) and hence down to the operating
basic assumptions level that forms the relationship orientation borne by Chinese culture.

4.3 Cultural Artefacts
Yexu is a linguistic keyword signifier and is interwoven with two of the most
predominant Chinese cultural artefacts, namely, Guanxi (relationship-building) and
Mianzi (face). Guanxi is the Chinese indigenous method of building personal
connections and relationships (Kriz & Gummesson, 2014). It relates to interpersonal
connections that facilitate the exchange of favours between individuals (Kriz & Fang,
2003) and is credited with being the primary method of creating successful relationships
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(M. Yang, 2002). These relationships incorporate all human-related activities as
represented by personal, business and politics (Gao & Fennell, 2017). In simple terms,
when a Chinese individual has a problem, whether business or personal, the individual
asks: Who can I contact to help with the problem? In contrast, a Western individual
asks: What can I do to fix the problem?
Guanxi literally means ‘relation’ or ‘relationship’ and is central to daily social and
business affairs. These particularistic ties may be ascribed through kinship, location and
ethnicity, as well as created via mutual attendance at the same school, university and
organisation. This may imply a static ‘in situ’ occurrence based on shared experience;
however, Guanxi can also be used as a verb (to relate), whereby relationships are
actively sought and created, particularly in the case of potential business partners, via
intermediaries or direct contact. The process is dynamic and needs to be consciously
created, cultivated and maintained, hence the analogy to ‘watering the flower’.
The goal of Guanxi is to build long-term personal relationships. It is dyadic in nature,
between one individual and another, and operates within a Guanxi Wang or strategic
network of connections that enhances the sharing of knowledge, favours and resources
(Simmons & Munch, 1996). Initialising the relationship calls for commonality between
the dyad actors and creates the basis for developing the relationship via an ongoing
process of mutual obligations (Renqing) mediated by favour reciprocation (P. Wang,
2016). The art of actualising these Guanxi relationships for personal or clan advantage
is called Guanxixue, denoting La Guanxi as the practice of Guanxi with the beneficiary
of the favour recognised as the Guanxihu (Gold, Guthrie, & Wank, 2004). These
definitions do not presume that the Guanxihu is the active participant in applying
Guanxi practice, but may just be a passive recipient in the process. For example,
anecdotally, commercial banks in China accept an annual quota of Guanxihu
individuals as interns, with their parents being the primary Guanxi practitioners who use
their networks to secure their offspring sought-after positions in the banks.
The characteristics of Guanxi can be further subdivided into ganqing (emotional
bonding) and Jiaoqing (instrumental ties predicated on the degree of obligation and
indebtedness), whereby the closer the relationship, the more salient the Ganqing, such
as close family ties. The objective of Guanxi is to build Xinren (trust) between Guanxi
reciprocates and the wider Guanxi Wang acting as a network of assurance and
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guarantee. Showcasing the interpersonal nature of Guanxi, Chinese personalise the
process to mean ‘gaining a friend’ (Pengyou) rather than using the rather abstract notion
of trust, which influences both the work and personal spheres of an individual’s life.
Indeed, Chinese do not differentiate between the two contexts. Pengyou can be
considered another Chinese keyword cultural artefact that, alongside its signifier of how
close a relationship is, can make Westerners uncomfortable with the notion that Chinese
business counterparts seek friendship in all aspects of life rather than the expected
compartmentalised version of business associates in the Western context. Pengyou is a
classic keyword marker of Lewin’s (1938) circles of differing cultural orientations
towards the specific or diffuse etic nature of interpersonal relationships, with the West
favouring specific and China favouring diffuse.
Mianzi (face) is the ritualistic practice associated with Guanxi and is a key element in its
maintenance and development. Distinguished from Lian, an intrinsic notion of basic
‘goodness’ that all individuals possess and can only lose through immoral acts, Mianzi
is socially based and relationship-oriented, which Kipnis (1995) asserts involves at least
three people, reflecting the concept’s social nature. To verify an individual’s Mianzi,
one needs to observe third parties’ reactions and subsequent (non-)deferral to the
individual (Kipnis, 1995). The concept is dynamic because an individual’s face
‘amount’ can vary depending on the vagaries within a particular social context. It
involves three overarching behavioural practices: gaining face, avoiding losing face and
retrieving ‘lost’ face. Gaining face and saving face are identified as key Chinese
objectives in life (Huang, Davison, & Gu, 2008).
The social tool aims to build esteem and respect from others and to defend self-image.
This reflects the dignity of an individual as a consequence of social achievement and its
practice. The latter involves a complex set of social skills—Wei Ren Chu Shi (‘dealing
with people’) (Ren & Zhu, 2015)—and is connected to the notion of Chinese personal
relations: Jen Shih Kuang-Hsi (Ho, 1976). The practice of these skills protects and saves
face both for the individual and others relationally connected in the Guanxi Wang
network.
‘Giving’ Mianzi (face) and Renqing (favours) provides the ‘glue’ in ensuring reciprocal
return favours and the continuance of the Guanxi relationship, often in the vernacular of
‘watering the flower’. In Chinese relational settings, Mianzi is a bankable commodity,
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with individuals possessing various amounts and attracting favour-inducement
behaviours, and hence obligations, depending on the degree of perceived Mianzi. One of
the key objectives of Mianzi practice is to ensure that damage is not done to extant or
potential Guanxi relationships that is, losing face by not following the informal rules of
engagement in terms of reciprocity and equity. Those individuals who have been
deemed to break the rules, for example, by not returning a favour, lose their
trustworthiness and social acceptance, and both the recalcitrant and connected others
lose face (Y. Wong et al., 2007). Given that Guanxi is a lifetime concept, loss of face
seriously degrades the relationship and may terminate it permanently, which prohibits
further exchange opportunities within the connected networks (Standifird, 2006). Thus,
the potential disaster of losing face creates strong incentives for visible relationship
commitment to maintain and strengthen individual relationships.
In addition to commitment, conflict minimisation is a key consideration in practising
Mianzi (Tjosvold & Sun, 2002). Represented by the concept of He (harmony),
maintaining harmonious relations with Guanxi partners is an integral facet of practising
Mianzi because conflict is seen as a loss of face. The notion goes further than outright
conflict to encompass disagreements, arguments and softer forms, such as making blunt
or direct assertions (e.g., negative responses such as ‘no’) for the simple expedience of
not fully understanding the individual counterpart’s position or view, and risking
offending their face until more information is available. Thus, the salient response in
communication is likely to be the indirect yexu/maybe to smooth relations and not give
unintended offence, especially when the counterpart is perceived to hold higher face or
is potentially a candidate for future Guanxi relations.
Connected to ‘saving face’ is the natural ‘modus operandi’ of most Chinese in always
assuming that they are busy (Mang), regardless of whether they are or not. Suggesting
that they are not busy would encroach on Mianzi, possible loss of face, and imply that
the individual is lazy and not worthwhile. Thus, once again, the response to the question
‘are you free or available?’ will ritualistically be ‘Hen Mang’ (very busy). This opens
the door for Yexu/maybe as the qualifier in making any immediate or future
arrangements.
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4.4 Cultural Values, Beliefs and Axioms Level
One of the clearest connections between the keyword yexu is with the everyday Chinese
axiom of Kan Qing Kuang (‘see the situation’), which in simple terms means ‘it
depends’. In response to a possible event or planning scenario, the spoken axiom is used
to indicate ‘we will wait and see nearer the time’. As an unspoken guiding tool,
planning can become short term, whereby event invitations are sent with 24 hours or
less notice. This is a particularly frustrating context for foreigners to accept, given the
Western preoccupation for detailed planning schedules and timelines. The keyword
Yexu/maybe is used as the signifier that Kan Qing Kuang is in play when challenged to
lock in a certain date or time for a specific event, including banquets and social
occasions (e.g., the author was once given two hours’ notice to attend a formal and large
wedding of a colleague while working at a Chinese university). Although agreed upon
in principle, the espoused reason for the ‘wait and see attitude’ is that the actual details
still need to be organised because of the complexities of Chinese social and business
life.
A much more instrumental and likely understanding of Kan Qing Kuang relates to
Mianzi (face), and hence Yexu. Individuals are wont to commit themselves to
forthcoming events because of potentially new arrangements that could arise with
individuals with more Mianzi than the original request. Locking in a time with an
individual with less Mianzi and honouring it (as experienced in the West) and then
declining a future new arrangement with an individual with more perceived mianzi
would result in a loss of Mianzi for both the individual declining it and the individual
with more Mianzi. In a face-driven society, individuals are more likely to honour
arrangements made with the highest mianzi, unlikely to be a Western outsider, and
Yexu/maybe is used as an open-ended qualifier response providing flexibility within the
Guanxi (relationships) system.
Another important Chinese value that can be linked to Yexu/maybe is Zhongyong
Zhidao. Ranked twelfth in the Chinese value survey (Connection, 1987; T. Fang, 2003),
the value represents moderation and following the ‘middle way’. Originating from
Confucius’s Doctrine of the Mean (Zhong Yong) text, and believed to be written in the
fifth century BCE, the text explores guidance in cultivating one’s character and
becoming wise, with the Middle Way proffered as the preferred way because it focuses
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on centrality and harmony (Yao, 2000). In its current incarnation, Zhongyong Zhidao
moderates an individual’s propensity for extremes or taking absolute positions on
affairs, such as exemplified by the opposites of either–or, this or that, yes or no. This
allows Yexu/maybe to act as the moderating keyword to symbolise flexibility in one’s
stated position and avoid providing absolutes, and it is consistent with the relationshiporiented value.
Although it is proposed that both Kan Qing Kuang and Zhongyong Zhidao are linked
directly to Yexu/maybe, while studying the 40 Chinese values gazetted in the Chinese
value survey, it is not difficult to find indirect links through the medium of the
nominated cultural artefacts above, particularly with Mianzi (face) and He (harmony).
Mianzi (face) is represented directly by Yao Mianzi (protecting your face), while Li
Shang Wang Lai (reciprocation of greetings, favours and gifts), Tuanjie (solidarity with
others), Wenzhong (personal steadiness and stability), Chengken (sincerity), Shiying
Huanjing (adaptability), Xinyong (trustworthiness), Yao Limao (courtesy), Zhi Chi
(having a sense of shame) and Zun Bei You Xu (ordering relationships by status and
observing this order) are also important ingredients of Mianzi.
Zun Bei You xu underpins the rationale for applying Kan Qing Kuang in situations in
which expedience is needed to lock in timeslots, because individuals with more Mianzi
may intercede. In the same vein, Rongren (tolerance of others), Suihe (harmony with
others), Naixin (patience) and An Fen Shou Ji (contentedness with one’s position in life)
can all be linked to He (harmony) (T. Fang, 2003), which is the fundamental basic
assumption central to Chinese culture. The ritual of responding ‘Hen Mang’ (very
busy), along with its associated linguistic qualifier Yexu/maybe, can also be traced to the
Chinese values of Qinlao (working hard) and Wenzhong (personal steadiness and
stability) and Yao Mianzi (protecting your face).

4.5 Unconscious Basic Assumptions Level
Herein lies the well-renowned cross-cultural frameworks, which build on Kluckhohn
and Strodtbeck’s (1961) seminal cultural orientations framework as represented by the
etic frameworks of Hofstede (1980), Trompenaars and Hampden-Turner (2004), Hall
(1977) and Schwartz (1992), which are popular with cross-cultural researchers today.
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These etic frameworks attempt to capture various differences in valence across their
respective cultural dimension bipolar continuums. They assume that the relative
valences are comparable across cultures and that the underlying dimensions are
universal and reflect the majority of differences observed between cultures.
Whether these assumptions are defensible as standalone solutions in deciphering
cultural differences without their respective emic input is moot. However, Trompenaars
(1995) notes that these underlying assumptions are so basic and deep-rooted within
societies, and reflect how these societies have dealt with recurring problems over long
periods that they have become subconscious in the psyche of individual members of a
given society, with these members unaware of their life-guiding principles
(Trompenaars, 1995).
Employing these etic frameworks by conflating Hall’s (1977) high context with
Hofstede’s (1980) high collectivist and high power distance dimensions, one can derive
the etic relationship orientation (Collins & Kriz, 2014) that guides most Chinese
business and interpersonal relations at the deep, subconscious basic assumptions level.
People, interpersonal relationships and social situations are given precedence over
individual efforts in terms of intelligence, education and work ethics in ‘getting things
done’. As stated earlier, Chinese individuals contact their networks for help, favours and
solutions rather than working through the problem themselves.
The emic expression of this particular relationship orientation centres on creating and
maintaining He (harmony) and is salient as the key foundation stone for most Chinese
values and hence cultural artefacts. The concept is broad and encompasses an array of
contextual relationships, from interpersonal (both inside and outside the family),
between nation states (Hexi) and with nature itself (Y. Lee, Yang, & Wang, 2009;
Leung, Koch, & Lu, 2002; C. Li, 2006).
Since the eighth century BCE, a long line of interwoven influences from Chinese
philosophies, such as Confucianism and Daoism, and mediated through the great sages
Confucius, his disciples Mencius and Xunzi, and the renowned Taoists Laozi and
Zhuang Zhou, have focused their writings and teachings on the concept of harmony and
its singular importance to Chinese society and humankind in general. The Confucian
ideal of harmony, He, is based on diversity, where seemingly opposites can function
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within favourably balanced relationships. In social settings, the context is relational,
holistic and assumes the coexistence of multiple parties whose views may be diverse;
however, these are given equal significance. Reconciling these diverse views is the sign
of a ‘good person’ (Junzi) who respects different opinions and works with diverse
people to create harmony. Indeed, the practice of harmony, called harmonisation,
actively involves a dynamic process using potential conflict to achieve greater harmony.
This implies that such a relationship mutually complements and supports the relevant
parties. Further, a lack of diversity, called sameness (Tong), can promote disharmony,
such as ‘forced Tong’, whereby, for example, a person of higher status forces their ideas
onto others, or in a situation in which individuals fawn or pretend agreement for
manipulative reasons.
The rationale for belief in harmony by Confucians is linked to the concept of Ren, or
humaneness, and having faith in the goodness of human nature, whereby friendliness
within the relationship is not a precondition for harmony because even unfriendly
parties can act together in harmony. Thus, the main concern of Confucian harmony is to
avoid conflict by reconciling any differences to create a new equilibrium and achieve
strategic significance because individuals are more likely to be willing to engage in
negotiation, more willing to compromise and less willing to confront and conquest, and
consider the contextual picture as a whole (C. Li, 2006). The ‘Middle Way’ is the
preferred mechanism for harmonisation and is not acontextual as Western approaches
may adopt in their search for an absolute truth, and needing proactive human activity to
generate harmony.
Leung, Koch and Lu (2002) point out that Confucian harmony has been misrepresented
and implies blind obedience to authority and conformity, which has been labelled
secular Confucianism. This simplistic interpretation discounts the notion that Confucius
advocated diversity of views, which can lead to potential conflict, as a precondition
before achieving harmony through the reconciliation of the conflicting views.
Confucius’s advocacy assumes the fundamental goodness of individuals in achieving
this reconciliation. This argument has been extended to contend that harmony as
conflict minimisation should be viewed as dualistic, with two distinct
conceptualisations: value harmony and instrumental harmony (Leung et al., 2002). The
former reflects the classical Confucian meaning that is predicated on the beneficence of
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individuals—the fundamental goodness of individuals in achieving the reconciliation—
whereas the instrumental version reflects ‘forced Tong’, which derives harmony for
manipulative reasons. Interestingly, the authors link the dualistic nature of harmony to
the dualistic nature of face, Lian (moral) and Mianzi (social). In essence, moral face
reflects the Confucian value of harmony characterised by mutual respect and honest
exchanges, whereas social face is instrumental because a loss of face, for example, will
incur potentially damaging repercussions on accruing benefits, thus making
harmonisation tactics salient in the approach to consummating useful relationships
(Kipnis 1995). For this chapter’s intent, however, the significance is that both
expressions of harmony are linked to face, whether value- or instrumental-based; hence,
they are linked to the keyword marker Yexu/maybe as derived above.
The other great Chinese philosophy, Daoism, complements Confucianism in its high
regard for harmony (Y. Lee et al., 2009). Central to this belief system is Laozi’s Yin
Yang (oneness) perspective, which encompasses a holistic, dynamic and dialectical
worldview. Opposing and seemingly paradoxical elements complement each other to
make a whole by transforming themselves into each other to achieve equilibrium
through contradictory yet interdependent positions to mutually reinforce and negate
each other. This cycle of equilibrium results in harmony, and in terms of human
activity, it invokes non-intervention (Wuwei) as the primary mechanism for human
endeavour to achieve harmony with the outside environment through their behaviours to
realise an optimal state of Tian He Ren Yi, whereby the human world and the external
universe are united in one state of harmony. Although the original concept relates to the
universe and the natural world as a whole, a particular focus includes social harmony
between individuals, which is embodied in the Daoist five true virtues: altruism,
modesty and humility, adaptability and flexibility, transparency and clarity, ‘softness
yet powerful’, and perseverance, derived from the metaphor related to water
characteristics. In this context, the ultimate Daoist goal for humans is to live in harmony
with their counterparts without desire for personal gain, and to oppose conflict and
coercion (Y. Lee et al., 2009).
Thus, it is not surprising that the Chinese culture’s basic assumption is the promotion of
harmony, whereby contradictory and paradoxical values can be integrated and acted
upon given a particular context. Personal agency is subordinate to collective agency, as
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represented by reciprocal social obligation. Oriented to context, individuals and
interaction are discerned through a relationship lens rather than discrete entities.
Explanations and predictions of events and situations are framed through such
relationships using experience-based knowledge rather than abstract logic as a dialectic,
and allowing for an emphasis on change and a recognition of contradiction and the need
for multiple perspectives.
In essence, living in a complex social world with many roles, one’s attention is likely to
be directed outside oneself and towards the social context. Attention to the context
fosters attempts to understand relations among individuals and events within this
particular context, and it encourages an explanation of events in terms of the
relationship between the individual and context. People whose social existence is based
on harmony would not be expected to develop a tradition of confrontation or debate.
When confronted with a contradiction, they will be oriented towards resolving the
contradiction, transcending it, finding the Middle Way and operationalising a dialectical
approach (Nisbett et al., 2001). In this sense, Chinese children learn to view the world
as a network of relationships that are socio-oriented and context-dependent, as well as
exemplified by the axiom Wei Ren Chu Shi (‘dealing with people’). This forms the
foundation for developing Chinese interpersonal skills or, in this case, inter-relationship
skills.
The contrast to Western notions of paradox is striking. The Chinese perspective takes a
holistic view in which seemingly independent opposing elements are integrated,
transformed and synthesised into an interdependent greater whole that is characterised
by field dependence. In contrast, the Western perspective takes an analytic stance, and
the whole is broken down into its separate elements, which may unravel into opposing
field-independent contexts (M. Chen, 2002). Western analytics leaves the paradox as
irreconcilable, as reflected by such bivalent continuums as ‘either–or’, ‘yes or no’,
‘right or wrong’ and ‘true or false’. Chen (2002) classifies these contrasting
perspectives across the salient intellectual paradigm, time orientation and performance
orientation to showcase the important differences in approach.
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Table 4.3: Contrasting Chinese and Western Perspectives (Chen, 2002)
Chinese

Western

Intellectual paradigms:
Holism
Both/and
Interdependent opposites

Analysis of parts
Either/or
Exclusive opposites

Time orientation:
Circular
Correlation and coexistence
Process-oriented
‘Go with the flow’
History and tradition

Linear
Causality
Deadline-oriented
Efficiency
Future-oriented

Performance orientation:
Group harmony and shared
accomplishment
Qualitative and subjective
People-oriented
Economic and social concerns

Individual performance accomplishment
Quantitative and objective
Task-oriented
Economic indicators

Source: Chen, M. (2002 p 187).

As classified above, it is relatively easy to discern that the overarching Chinese
assumptions are centred on a relationship-based orientation predicated on an integrative
harmony in reconciling paradoxes, whereas Western assumptions focus on taskorientation and absolute truth, invoking inherent conflict and an irreconcilable paradox.
Once again, it is not difficult to discern the potential for cross-cultural actor
misunderstanding given such fundamental paradigm differences.
Thus, in terms of cultural reconciliation, the basic assumption of harmony predicates
relationship-oriented values, which in turn generate relationship-oriented artefacts.
Yexu/maybe can then be viewed as the linguistic keyword marker reflecting these intracultural linkages.
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4.6 Conclusion
The etymologist Raymond Williams (1984) states that culture is “one of two or three
words most complicated words in the English language” (p. 87), so it is not surprising to
learn that more than 160 definitions are credited to the concept (Kroeber & Kluckholn,
1952) ranging from “everything that people have, think, and do as members of society”
(Ferraro, 2002, p. 19) to ‘software of the mind’ (Hofstede, 2001).
Cross-cultural communications and interactions are fraught with misunderstandings and
ambiguities. In writing this chapter, the ‘given’ definitions were vulnerable in
translation. While Guanxihu is considered the favour provider within a Guanxi
relationship in Western-sourced literature, Chinese colleagues in informal conversations
insist that Guanxihu refers to the favour recipient rather than the giver. The latter
definition has been adopted in this chapter.
One reason for the cross-cultural confusion is that outsider actors are usually confronted
with the surface manifestation of the cultural difference in isolation and without
recourse to its historical links to relevant cultural values and cultural basic assumptions.
These surface manifestations may be expressed as emic artefacts particular to a given
culture and without instinctive and transferable logic to other cultures. To
fundamentally understand a particular emic artefact, it is incumbent on the individual to
drill down and link the artefact to the relevant value set and basic cultural assumptions
that give rise to the artefact’s particularistic meaning. This is the basis of employing
metacognitive skills and will provide both context and coherence to the
misunderstanding and potential reconciliation.
To illustrate this process in action, this chapter has taken a common and highly salient
linguistic cultural keyword Yexu/maybe that is highly prone to misunderstanding in
cross-cultural settings and linked it to its constituent values and basic assumptions. The
purpose is to reconcile two opposing cultural paradigms and, in this instance, provide
meaning to the ‘out of step’ usage of the word ‘maybe’ to Western ears.
In retrospect, Chen’s (2002) paradox integration framework has emerged as the
reconciling mechanism to both synthesise holistic linkages and relationships between
the various cultural factors at play and to deconstruct the relevant elements to show
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causation. Thus, from a practitioner perspective, CCT programs would benefit from a
similar methodology to increase cross-cultural mutual understanding.
The following chapter now explores the various mechanisms available to mitigate the
effects of cultural differences.

84

85

Chapter 5: Cross-Cultural Management, Intelligence and
Cultural Intelligence
5.1 Introduction
Having showcased the different cultural orientations and their potential consequences,
how have organisations dealt with cultural differences? This chapter’s purpose is to
explore the mechanisms and management tools employed by organisations to reduce the
potentially negative effects of cultural differences when operating within international
contexts, such as OIA’s. Cultural Intelligence (CQ) is argued to be the most efficacious
management tool currently available, and thus an in-depth analysis of the construct is
undertaken.
First, some organisations have assumed that as globalisation increases, global cultural
convergence will occur whereby frequent contact will allow actors to acculturate to
each other’s cultural orientations to such a degree that cultural differences can be
discounted as a rationale for misunderstanding. Known as Cultural Convergence theory,
which this asserts that with more frequent experiences and contacts, cultures will
become more similar over time (Axelrod, 1997; Nordstrom, 1991), and it assumes that
external environment changes will influence the acculturation process towards
convergence. This theory is in contrast to the approach whereby cultures remain
relatively stable and change independently of each other over time (Barkema &
Vermeulen, 1997).
The assumption of cultural convergence behind cultural convergence theory appears to
be simplistic because research testing this hypothesis has been mixed (Bergiel, Bergiel,
& Upson, 2012). Indeed, Axelrod (1997) concludes that tendencies for convergence
may be present, while beliefs, attitudes and behaviours remain significantly different. It
can be argued that as a result of rapid globalisation, differing cultural interpretations,
values and meanings are converging. This has been termed ‘the “McDonaldization of
Society” (Ritzer, 2013, p. 371); therefore, different interpretational effects may be
narrowing to practical insignificance. Inglehart and Baker (2000) address this argument,
and their findings provide evidence that significant cultural change has indeed occurred
within the globalised environment: in particular, systematic convergence of basic
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values. However, the cultural change is moderated by the relevant broad cultural
heritage, leaving a persistence of distinctive cultural traditions that act as a cultural
imprint on values that endure despite modernisation. The study implies that
convergence is occurring; however, universality is never attained (Inglehart & Baker,
2000). This suggests that the convergence approach oversimplifies the situation, and the
rationale for global convergence ignoring cross-cultural differences is short-sighted.
The global convergence versus divergence debate has allowed certain companies to
believe that globalisation will bring a convergence of values (usually Western values), a
convergence of consumer behaviour preferences and a universal English business lingua
franca, so that the importance of cross-cultural differences will diminish over time.
However, this approach reflects a pragmatic attitude of not wanting to invest scarce
resources in perceived soft issues such as cultural issues and is probably embedded in
increasing the individual’s skill sets and competencies via CCT. This approach usually
comes under two guises, intercultural and cross-cultural training, although both purport
to increase the effectiveness of an inventory of cultural competencies that relate to
personal attribute abilities, skills and knowledge (Johnson et al., 2006). There is,
however, is a lack of focused definition in what this inventory should include, rendering
the content a very broad issue. This nebulousness detracts from its marketability to
multinational entities. Bhawuk and Brislin (2000) review the history of CCT, including
experiential methods, self-awareness training focusing on self-reference criteria, culture
assimilator experiential exercises, behaviour modification training and alternative
evaluation methods such as the Intercultural Sensitivity Inventory. They conclude that
most training methods need more theoretical grounding, and they exhort future
researchers to tackle this issue (Bhawuk & Brislin, 2000).
The content of CCT includes language skills provision, cultural knowledge and
applications of specific value and belief systems. Sanctioned behaviour expectations are
also addressed, as well as information on how to interact with individuals and within the
social circles of the relevant culture. This process is usually embodied in predeparture
training and post-arrival orientation. The latter extends from general counselling on how
to set up a social support network to schooling, tax, housing and banking issues. From a
management perspective, this type of training suffers from three major limitations:
transferability, complexity and high cost. Training tends to be culture-specific in terms
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of language provision and espouses cultural expectations that do not fit well with the
current trend towards shorter-term multi-destination assignments. The complexity issue
is well illustrated by Lafromboise et al’s (1993) long list of prerequisite competencies
necessary for effective acculturation:


developing a strong personal identity



gaining knowledge of the values and beliefs of the respective cultures



displaying sensitivity to the culture’s affective expressions, such as facial ones



communicating effectively in the relevant language



displaying the appropriate behaviours



maintaining active social relations



negotiating the culture’s institutional structure. (Lafromboise, Coleman, &
Gerton, 1993).

Given these complexities, management in general concludes that CCT is expensive,
time-consuming and ineffective, especially because it is difficult to quantify and reflect
in terms of return on investment (Sims & Schraeder, 2004).
One area of potential interest has been linking personality traits to cross-cultural
competencies, which identifies the following key traits that affect the cultural
adjustment process: cultural flexibility, ethnocentrism, stress reactions, interpersonal
skills and willingness to communicate (Black, 1990). With the exception of
ethnocentrism, these nominated traits resemble the more well-established traits of
uncertainty orientation (J. Smith & Bristor, 2004) and extroversion (P. Hall &
Gudykunst, 1989). Cultural flexibility denotes openness and flexibility to new and
different behaviours, while stress reaction propensity describes the consequences
derived from uncertainty and role ambiguity, which in both cases are key markers for
the trait of uncertainty orientation. Black’s (1990) other two traits, interpersonal skills
and willingness to communicate, also appear to possess key markers that indicate the
well-established trait of extroversion: seeking social friendships and communication
willingness. Thus, there seems to be a need for more detailed research with regard to the
relationships between personality traits and cross-cultural issues.
How successful has CCT been in overcoming cultural difference issues? Once again,
research results have been mixed. A review by Black and Mendenhall (1990) shows
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that, in general, CCT is successful in achieving adjustment to new cultural contexts, and
it proposes that social learning theory could further improve the adjustment. However,
the review is dated and is complicated by which definitions one assumes adjustment
operates in. Drawing on social learning theory, research has been mixed. A study that
examined Western expatriate experiences in Nigeria concluded that CCT was crucial for
successful international assignments (Okpara & Kabongo, 2011), whereas a study on
French expatriates concluded that in-country CCT facilitated professional performance,
and predeparture training had no effect on performance (Wurtz, 2014).
Against these claims of success, a 2008 study of 339 expatriates from 20 German firms
found that CCT had a negligible effect on adjustment within both interactionable and
work setting contexts (Puck, Kittler, & Wright, 2008). Similarly, another study
concluded that CCT programs tend to be ineffective in transferring cultural knowledge
because the knowledge reflects high levels of tacitness (Lenartowicz, Johnson, &
Konopaske, 2014). Given learning curve expectations and anecdotal evidence
suggesting the rapid increase in the availability of CCT, it is perhaps surprising that the
rate of expatriate failure has not decreased, but remains relatively constant (Baruch &
Altman, 2002). Depending on one’s definition of cross-cultural success, one rationale
for the mixed results reflects the over-reliance on Hofstede’s cultural dimension
framework as the basis for research. Most cultural research has defaulted to only use
this framework to test for performance adjustment and discounted other means of
conceptualising culture. Hofstede (1980) points out that his work is only the start to
understanding culture, and favours a universal etic appraisal of culture.
Fang (2003) illustrates the potential pitfalls of assuming the provenance of Westerngenerated frameworks when applied to differing cultural contexts. Fang argues that
Hofstede’s fifth dimension, Confucian dynamism or long-term orientation, which is
commonly cited to explain cultural differences, particularly between Asian and Western
cultures, is significantly flawed at a fundamental level of understanding. The various
cultures in which it is applied differ in their underlying interpretation of the dimension,
hence throwing cognitive, affective and behavioural equivalence into doubt. That is,
Western underlying meanings inherent in the dimension do not resonate with their
Asian counterparts (T. Fang, 2003). It is strongly argued that emic expressions, which
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are particularistic and unique to each culture, are a necessary dimension if cultural
differences are to be reconciled (T. Fang, 2006, 2010).
Evidence supporting Fang’s contention can be derived in a broad sense from research
that directly addresses ‘the fundamental level of understanding’, or mental
programming (Hofstede, 1980). Nisbett et al. (2001) challenge well-accepted
assumptions regarding the universality of certain basic cognitive processes and show
that there may be two contrasting types of cognitive processes, and their origins are
linked to differences inherent over time of the presence of markedly different cultural
systems. In particular, the authors argue that East Asians are holistic, and they factor in
the entire environment as a means to derive causality, thereby neglecting formal logic
and categorisation depending on dialectical reasoning. In contrast, the Western
preference is for critical analysis that focuses on specific field objects, and subsequent
categorisation with primary attention is given to rules and formal explanatory logic
(Nisbett et al., 2001).
The authors suggest that there may be many malleable basic cognitive processes
depending on the contextual environment, and that the assumption of universal
cognitive processes such as Western notions of inductive inference, logical reasoning
and attributional processes may not apply to other cultural heritages (Nisbett et al.,
2001). The above points infer that standard CCT is culture-bound and relies on Western
thinking paradigms and an over-reliance on etic cultural frameworks such as that of
Hofstede. Thus, this limitation advocates for extending beyond just cognitive learning to
include other psychological processes such as metacognition, affect, motivation and
behavioural influences. From a management perspective, failure rates have not
significantly decreased, even after the introduction of CCT, personality trait research
and potential global convergence effects. The combination of salient factors such as the
continuing rapid increase in globalisation, the organisational imperative to seek
solutions to extravagant costs, and the disparate nature of the responses has led a
research-driven push to seek a much more sophisticated and integrated answer to crosscultural difficulties, culminating in the formulation of the construct of CQ.
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5.2 Intelligence
Before exploring the construct of CQ in detail, it is appropriate to offer some clarity on
the two subcomponent constructs of culture and intelligence because both suffer from
intangibility and broad domains of definition that usually reflect their contextual frame
of reference. This deconstruction is also important because it may provide an insight
into where and how cross-cultural difficulties arise (culture), as well as guidance in the
choice and training of individuals in seeking to overcome these difficulties
(intelligence). Culture itself has been dealt with in the previous chapter; thus, the
analysis proceeds by addressing intelligence.
According to Sternberg (2000), “people all have conceptions, which also are called folk
theories or implicit theories of intelligence, but no one knows for certain what it actually
is” (p. 3). Even after the long history of academic debate and research, intelligence as a
theoretical construct remains an elusive concept to define and conceptualise. The
current position stems from Sternberg and Detterman’s (1986) organising framework on
intelligence, which conceptualises intelligence as an attribute of an individual at the
biological, mental, motivational or behavioural level (Sternberg & Detterman, 1986).
From this overarching conceptualisation, intra-individual theories of intelligence have
evolved that appear to represent the different academic fields of study and hence may be
too compartmentalised, preventing the determination of a fully integrated concept of
intelligence. Biologists have used a neuropsychological approach seeking to understand
intelligence in relation to the brain’s size, structure and function. This field of study has
led to the interesting development of behavioural genetics, which explores the
controversial nature versus nurture debate, culminating in neural efficiency theory
(Vernon, 1993). This theory suggests that intelligence differentials between individuals
relate to the speed in which the brain and neural system can execute information
processing needed for cognitive processes, hinting at a clear demarcation between
heredity and environmental influences on intelligence.
The main thrust in psychology that studies intelligence at the mental functioning level
provides the basis for cognitive theories of intelligence. Information processing models
study how information is encoded, stored, retrieved and used in relation to problemsolving and thinking processes, and they are usually tested for by the traditional IQ test.
Sternberg and Detterman’s (1986) components process theory is the most
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comprehensive of these information processing models and identifies three major strata
of cognitive skills and systems, which are associated with two lower-order components
of knowledge acquisition and performance, and one higher-order facility, which
Sternberg calls meta-components. The latter, also known as reflective intelligence,
promotes knowledge and awareness of the actual thinking process and acts as a
conscious regulation system on cognition. Sternberg and Detterman (1986) suggests that
individuals with higher IQs operationalise these meta-components more than people
with lower IQs, and thus can execute higher-order tasks such as problem-solving more
effectively.
Earley and Ang (2003) assert that motivation should be included within the general
construct of intelligence. It is argued that intelligence is redundant and relies on
cognition alone, and without a motivational aspect (e.g., personal interests), problemsolving, reasoning and decision-making will not be activated (P Earley & Ang, 2003).
Further research by Ackerman (2000) suggests that, in particular, interests via
motivational pathways or ‘mental playfulness’ form an important link to adult
intelligence. This implies that non-ability factors such as interests and motivation
should be incorporated into a more integrated conceptualisation of intelligence;
however, these additions are not well formulated at present.

5.3 Social Intelligence
Combining a behavioural emphasis, Gardner et al (1996) explore the possibilities of
multiple intelligences such as social and emotional intelligences, implying that many
cognitively based approaches are too limited in breadth and gain currency from the
notion that cognitive-based intelligence tests do not necessarily translate into success in
everyday life in terms of interpersonal and social contexts (Gardner, Kornhaber, &
Wake, 1996). The concept of social intelligence attempts to understand individuals
through a social behaviour frame of reference and suggests that individuals are
reflective, use perception in a manner to best understand, and actively engage in and
pursue desired outcomes within their social environment (Zirkel, 2000). Thus, the focus
is on adaptive and purposeful aspects of behaviour, that is, what people are trying to do.
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Four major assumptions underpin this construct. First, behaviour is purposive and
strategic in orientation to fulfil desired outcomes. Second, individuals are dynamic and
actively seek these outcomes and meanings within a social context by constantly
evaluating the inherent risks and opportunities available. Third, behaviour occurs in a
social environment that is highly influenced by the given cultural context that defines
appropriate behaviour, task and goal norms within the individual’s relevant frame of
reference. Fourth, the process is mainly cognitive in nature, which directs people’s
adaptive behavioural responses and derives meaning and attachment to their
surroundings. These assumptions provide the groundwork for the presumption that
places a premium on meaningful interpretation and its cognitive reframing of situations
rather than passive acknowledgement (Zirkel, 2000).
Research psychologists have previously linked this emphasis on interpretation to the
concept of self-definition, namely identity and self-image, in the sense that purposive
behaviour is self-confirming in the way individuals conceptualise their image, goals and
ultimately who they are. By extension, this includes attitudes, beliefs and artefacts such
as mode of dress and explicit roles (Markus & Kitayama, 1991). Inexorably, this
approach implies that social intelligence is culture-specific because the particular
norms, values and expectations of a given culture will direct the formation of the
‘appropriate’ self-identity. This assertion has led psychologists to discount the
usefulness of social intelligence when applied cross-culturally, whereby the very fabric
of cultural influence can be marked by difference rather than consistency (Triandis,
1997).
Marlowe (1986) broadens the domain of social intelligence to incorporate not only selfidentity, but also interpersonal situations such as understanding the thoughts, feelings
and actions of other individuals and acting appropriately on that basis. The notion of
social competence is introduced, whereby schemas of social problem-solving abilities
can be harnessed not only to overcome interpersonal difficulties, but also to create a
template for successful relationship-building. The author identifies four primary
domains: social interest, which incorporates concern for others; empathetic, cognitive
and affective understanding of others; social performance abilities or observable social
behaviours; and self-efficacy, which describes the individual’s self-confidence
regarding how to act appropriately in social interactions (Marlowe, 1986).
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5.4 Emotional Intelligence
With regard to EQ, Mayer and Salovey (1997) were among the first researchers to
connect emotion, or in more general terms, affect, with cognition and hence ascribe a
link to intelligence. In essence, emotions, moods and ‘other feeling states’, including
fatigue and energy levels, influence the neural pathways, content and response process
of the brain’s cognitive processes. The authors define EQ as “the ability to perceive
emotions, to access and generate emotions to assist thought, to understand emotions and
emotional knowledge, and to reflectively regulate emotions to promote emotional and
intellectual growth” (Mayer & Salovey, 1997, p. 5). The connection made between
emotion and intelligence is interesting because the two constructs have often been
treated as adversaries, with cognition favouring the rational (i.e., ‘good response’) and
emotion viewed as irrational, hence acting as a disruptive force on optimal goal-directed
cognition.
Mayer and Salovey (1997) argue that in many situations, emotions prioritise cognition
and heightened emotional reactions can promote intelligence by redirecting attention
towards more immediate and important concerns. This is particularly relevant in cases
of direct survival mechanisms. The authors contend that emotions can positively
influence cognition rather than disorganising it. Regardless of whether one accepts this
view, the overriding theme that emotions act as a negative influence on cognition is still
prevalent today and goes unchallenged as a basic assumption. It likely reflects
psychology’s view that emotions are derived from primitive evolutionary quasi-vestigial
brain networks and is more in tune with ‘flight or fight’ responses than overt
complicated thought processes such as strategic planning.
After their earlier analysis, Mayer and Salovey (2001) proposed a revised model of
emotional intelligence (EQ). This model incorporates four subdivisions of emotional
abilities: emotional perception, emotional integration, understanding emotion and
management of emotion (Mayer & Salovey, 2001). Emotional perception is ‘Hardwired’ through evolution, processes emotional information to derive accurate
perceptions exemplified by non-verbal cues such as facial expressions (smiling) and
includes such factors as voice timbre.
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Once perceived, emotion is deemed to aid basic processing functions of the cognitive
system. This occurs in various ways. First, emotion may provide problem prioritisation
cues, as discussed previously. Second, emotion may access memory stores linked to the
emotion itself, which may then flow through to cognitions regarding the ‘emotional
memory’. Emotion may also regulate mood cycles over time and act as refreshers or
reset buttons on cognitive processes. For example, when things are progressing well,
objectives are seen in a more positive light; in contrast, when things are not going well,
goals feel negative and hence are less attractive. Feelings can also aid judgement when
cognitive pros and cons are deadlocked and intuition or feelings about alternatives
invoke emotional memories that can summarise real or imagined past experiences and
hence direct alternative action (Mayer & Salovey, 2001).
Understanding emotion is via specialised mental processing, emotional information is
understood, abstracted and reasoned over, which allows feelings to be labelled and
integrated. The latter allows for cognitive relationships to be formed to link emotions
such as joy with certain contextual scenarios. Emotional comprehension creates a
template for understanding many such linkages and outcomes. Once understood and
integrated, emotional management allows positive emotions to be harnessed optimally,
for instance, in the concept of emotional contagion (Goleman, 2004), whereby good
mood retention can be deliberately manipulated in interpersonal and group settings to
create an ambient environment. Alternately, anger or ‘negative vibes’ can be minimised
or stymied. The author’s model would assess individuals with these capabilities to
possess high EQ (Mayer & Salovey, 2001).
Goleman (2004) popularises the construct of EQ by promoting a conceptualisation that
is more accessible and user-friendly to business circles. Goleman contends that EQ can
be envisaged as occupying four domains: self-awareness, self-management, social
awareness and relationship management. These domains focus on developing
competencies in emotional awareness, control, empathy and influence. The underlying
key point with both approaches suggests that although the construct is emotionally
based, EQ can be attained by cognitive learning, and thus EQ scores can be improved
through judicious learning and training programs. As in the case with social
intelligence, it is assumed that EQ is culture-bound because of the learned nature of
specific emotional cues, and that individuals high in EQ may not show similar ratings in
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a cross-cultural setting. Recently, research has begun to challenge this contention (P
Earley & Ang, 2003).

5.5 Cultural Intelligence
In response to the lack of reduction in the expatriate failure rate, Earley and Ang (2003)
constituted CQ as a more theoretically grounded basis with which to explore
contemporary cross-cultural issues. The construct is relatively new and is in its
embryonic stage of theory development and validation, so certain key problematical
areas with its conceptualisation will be dealt with as its characteristics unfold. The CQ
approach differentiates from focusing solely on cultural values common to conventional
CCT (P Earley & Peterson, 2004) by offering a framework that encapsulates a more
profound understanding, and how to leverage it, of the underlying psychological
processes at work. Developed almost exclusively from the domain of conventional
cross-cultural psychology, the construct focuses on cognitive, motivational and
behavioural dimensions, and only pays lip service to other potentially relevant research
domains, such as ecological and evolutionary psychology, that include contextual and
affective considerations.
CQ’s modelling is similar to Sternberg’s (1985) framework, in that it operationalises
three core subcomponents, cognition and metacognition, motivation and behavioural
domains (Sternberg, 1985), so is open to criticism in only generating little extra
knowledge that can be considered a differentiated construct. This lack of knowledge
gain is supported by Berry and Ward (2006), who deem other predictive instruments of
cross-cultural adaptation, such as the intercultural potential adjustment scale, the crosscultural adaptability inventory and the multicultural personality questionnaire, to be of
equal utility without the ‘mega construct of CQ’ (Berry & Ward, 2006).
Criticism has also been levelled at the construct’s narrow conceptualisation, as
exemplified by Berry (2004) who, invoking the thoughts of ecological psychology,
argues that depending on stimuli sourced from psychology alone and discounting all
possible stimuli appears to be excessively artificial. Inculcating Berry’s assertion, a
primary contention is that the construct’s narrow focus acts as a major limitation, which
suggests that the model is potentially incomplete and further research is needed to add
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both refinement and precision to its current conceptualisation (Berry, 2004). Earley and
Ang’s (2003) conceptualisation makes a set of explicit assumptions regarding the
emic/etic divide and comments on the difficulty of providing a definitive guideline on
which features are emic and which are etic. In response to these inconsistencies, Berry
and Ward (2006) take issue with some of Earley and Ang’s (2003) assumptions, stating
that:
“Intelligence is a concept that is highly variable across cultures; its meaning,
development, display and assessment are all embedded in cultural contexts. Thus,
they consider that a single concept such as cultural intelligence (CQ) is unlikely to be
culturally appropriate in all sociocultural settings”. (Berry & Ward, 2006, p. 69).

CQ does, however, acknowledge the presence of both emic and etic components in their
original conceptualisation of the CQ construct. This inclusion is a significant advance
over other competing conceptualisations which tend to rely exclusively on etic
considerations when comparing cultures such as represented by Hofstede’s and
Trompenaars’s cultural dimensions classifications. Both the latter deconstruct national
culture to the level of etic universals that can be cross-culturally compared solely
without regard to connecting these universals to particularistic and emic encountered
cultural artefacts (Hofstede, 2001; Trompenaars & Hampden-Turner, 2004). Earley and
Ang (2003) argue that etic and emic constituents cascade down in hierarchical fashion
through the respective CQ dimensions (figure 5.1). Meta-level aspects of intelligence,
such as memory, deduction and categorisation, represent etic components, while
specific behavioural representations (e.g., the Thai hand greeting, Wai) are be emic.
Earley and Ang define CQ as “a person’s ability to adapt effectively to new cultural
contexts” (P Earley & Ang, 2003, p. 59). With this adaptation to new contexts comes
the implication that CQ can be differentiated from both EQ and social intelligence
because they are potentially culture-bound. Earley and Ang’s (2003) conceptual
framework consists of three facets: cognitive, motivational and behavioural, with each
element containing several subcomponents incorporating both process and content
factors. Figure 5.1 conceptualises Earley and Ang’s (2003) framework.
The cognitive dimension explicates learning and is concerned with thought processes
encompassing both declarative and procedural styles of knowledge that differentiate
between ‘knowing about things’ and knowledge about how to execute actions (Earley &
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Ang, 2003). It also includes cognitive schemas for pattern recognition, external
scanning and self-awareness that embrace theoretical underpinnings of self-theory as a
filter for social information (Markus & Wurf, 1987). Identity theory relates to role
identities and the social environment for self-concept and attribution theory (Stryker &
Burke, 2000).
Figure 5.1: Cultural Intelligence (Earley & Ang, 2003, p. 67; Earley & Peterson,
2004).

Cultural Intelligence

Cognitive Structures

Motivation

Behaviour

Meta-cognition

Cultural empathy

Abilities to engage

Self-awareness

Self-efficacy

Acceptable

Learning strategies

Persistence

behaviour,

Cultural sense-making

Goal enhancement

repertoires

Pattern recognition

Engagement

Practices and rituals

External Scanning

Value questioning

Mimicry

and integration
Source: Earley & Ang (2003) p.67.

Delving into the intricacies of these constructs is outside the scope of this chapter;
however, the cognitive dimension prioritises metacognition, which is the ability of an
individual to think about one’s thinking patterns, especially with regard to changing
cultural contexts, that is, ‘thinking about thinking’(P Earley & Ang, 2003). Thus, the
emphasis is placed on self-awareness and knowledge regarding identity. In essence, the
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different cultural context can be inductively examined to learn and understand new
value and meaning patterns confronting the individual.
The motivational aspect of CQ relies on the expectations–goal attainment frames of
reference, focusing on efficacy, persistence, goals, self-enhancement and values
integration. This section borrows heavily from Erez and Earley’s (1993) earlier research
that introduced the theory of Cultural Self-representation. An individual’s motivation to
adapt to new cultural environments is directly related to self-concept or self-motive,
namely the individual’s self-enhancement, self-efficacy and self-consistency needs. The
self mediates the influences of cultural norms and values, as well as the motivating
needs that operate to link the contextual level to individual goals and consequent
behavioural patterns.
Self-enhancement is described as an experience that is influenced by changes in the
environment that enable self-regulatory sampling, assessing and interpreting processes
to occur. This mechanism is filtered through the self-serving bias effect (Earley & Ang,
2003) and directs individuals to take more account of relevant and self-congruent
information stimuli and resist incongruent information. This is manifested in the
tendency of individuals to distort reality to enhance their self-image. This infers that
differing cultural contexts will be laden with cues that are confusing in their
interpretation with regard to self-images. Judgement calls regarding an individual’s
assessment of their capabilities to accomplish tasks are incorporated in the notion of
self-efficacy, and tasks outside these perceived capabilities are avoided or at least
minimised. In relation to CQ, self-efficacy is operationalised as confidence in an
attempt at effective acculturation and hence to adapt to the new cultural context.
Specific factors are thought to influence confidence levels in relation to authentic
mastery experiences, vicarious experiences, positive verbal exhortation and strength of
goal commitment (P Earley & Ang, 2003; Van Dyne et al., 2012).
Self-consistency expresses the need for consistency and holistic coherence with regard
to an individual’s thinking patterns and experiences. Earley and Ang (2003) elucidate
two aspects: active and selective memory construction and direction in achieving
congruent behaviour with salient values and norms. A self-consistency motive is
characterised by continuity of image over time; this continuity reinforces attitudes that
are consistent with the self-image and creates barriers to information assimilation that is
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incongruent with the self-image, leading to situational rather than self-attributions for
personal actions. Hence, the authors argue that self-consistency motives are negatively
correlated to CQ, because the need to assimilate new and confusing patterns obviated
when encountering a new culture will make it difficult for an individual with a high
need for self-consistency to adjust to their new environment.
The theory of Cultural Self-Representation, however, may be misleading because the
cultural element under focus is organisational culture and its linkage to workplace
management practices and workplace motivational techniques rather than cross-cultural
scenarios (Erez & Earley, 1993). Although various organisational cultures can be
differentiated (Deal & Kennedy, 1988), the underlying value sets are still regarded as
subservient to national cultural dimensions. Therefore, the theory’s research is operating
within the same cultural context and thus may be culture-specific and not readily
translated to the broader cross-cultural environment.
The incorporation of this direct translation to CQ appears limiting because self-concept
and the associated constructs of self-enhancement, self-efficacy and self-consistency
take pride of place, and there is little explicit consideration of other potential
influencing applicants such as simpler personality traits. This limitation has left the key
characteristic of persistence as a vaguely ill-defined concept that somehow underscores
self-concept within the motivational facet, although it is subsequently described in
relation to the behavioural domain, hence attracting greater lack of clarity. Even staying
within the self-concept domain, a simpler approach may be to consider the influence of
more easily identifiable traits than those used by CQ. These traits can include, for
instance, those that are usually used within a consumer behaviour context, including the
optimum stimulation level (Steenkamp & Baumgartner, 1992), variety-seeking
(Hirschman, 1980), need for cognition (Sadowski & Cogburn, 1997) and uncertainty
orientation (J. Smith & Bristor, 2004).
Individuals with a high optimum stimulation level (Steenkamp & Baumgartner, 1992)
are thought to be motivated by a willingness to accept risks, seek new and challenging
environments and enjoy innovation. These characteristics can also be applied to the trait
of variety-seeking (Hirschman, 1980). In particular, the need for cognition (Sadowski &
Cogburn, 1997) appears to be relevant and relates to an individual’s tendency to enjoy
effortful cognition, especially metacognition. It is characterised by being curious and
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seeking out different information sources. Also relevant are individuals who possess the
uncertainty orientation trait (J. Smith & Bristor, 2004) and are motivated to actively
resolve environmental uncertainty, seek out affectively charged intrinsic rewards
attained through uncertainty resolution and develop general schemas to accomplish this
resolution.
Although highly speculative, the existence of such traits with a combination of
characteristics such as stimulation-orientation, variety-seeking, enjoyment of thinking
and uncertainty resolution may be a more useful approach to deconstructing Earley and
Ang’s (2003) persistence concept rather than leaving it as a nebulous facet of the
motivation/self-concept. As with the behavioural domain, perhaps persistence is a
consequence related to one or more of these traits, as opposed to being central to the
main model. What is not speculative, however, is the assertion that personality traits
influence CQ (Ang, Van Dyne, & Koh, 2006). In the Big Five model of personality, a
significant relationship is found between the trait of openness and CQ, although no such
link is discovered with the other attributes. The researchers conclude that openness to
experience is a key determinant in regard to an individual’s ability to function
effectively in diverse cross-cultural environments (Ang et al., 2006).
Arguably, affective influences on the motivational dimension of CQ are the least
explained part of the model. Although the terms ‘emotional’ and ‘emotions’ are referred
to numerous times, Earley and Ang (2003) do not directly address these influences, but
limit them to the motivational component of the model. Here, they act as energising
forces directing the motivational aspects of the self-concept rationale. In a later paper,
Earley and Peterson (2004) state that an important facet of motivational CQ is goalsetting. They comment that because human behaviour is goal-directed and purposeful,
the chief challenge within a cross-cultural encounter is the determination of other
people’s goals. The authors argue that this challenge occurs within a mechanism
whereby this significant knowledge needs to be reconciled with the self-concept
deriving emotions that increase our personal wellbeing. That is, successful
reconciliation delivers emotional ‘rewards’ that maintain the energising motivation to
ultimate goal attainment (P Earley & Peterson, 2004).
These contentions appear to be extremely limited because they portray only the
rationalistic perspective of human behaviour and assume that emotions are simply
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reactive reward phenomena directing motivation. This narrow operationalisation of
emotional input is expounded by Earley and Mosakowski (2004), who list examples of
cross-cultural encounters that are littered with misunderstandings characterised by
strong emotional reactions such as anger, disgust, rudeness and aggression. These
emotions are purported to de-energise motivations for goal attainment and limit
persistence (P Earley & Mosakowski, Oct. 2004). It is suggested that this view takes the
cognitive-rationalist view of human behaviour and discounts that affect, emotions and
moods can also act as antecedents to cognitive processes and hence may have a much
larger role to play in directing thinking and behaviour.
The template for this recent research on emotions stems from the evolutionary
psychology frame of reference and suggests that the primacy of emotions plays a pivotal
role in survivorship of the human species by helping with successful adaptation
strategies to the environment. This contrasts with the view that emotions are
evolutionary echoes that reflect our more primitive past. Lawrence and Nohria (2002)
draw on evolutionary neuroscience and propose a unifying theory whereby four innate
drives, namely the drive to acquire, to bond, to learn and to defend, underpin human
behaviour, and that culture acts as a superimposing human adaptation that allows
cognitive processes effectively manage these drives. It is suggested that emotions act as
primal markers that direct the cognitive processing of information within the brain
towards effective species survival behaviours and outcomes (Lawrence & Nohria,
2002).
The authors contend that signals from the sensory organs are processed in the limbic
system of the brain whereby they are loaded with these emotional markers contingent
on which drive is being operationalised. The emotionally charged signals then pass to
the memory and cognitive centres of the brain (prefrontal cortex), where individuals
differentiate various courses of action to satiate the activated drive. Once the relevant
response has been chosen, signals feed back to the limbic system, deriving emotional
energy to enact the desired behaviour and ultimately creating environmental responses
with survival outcomes (Lawrence & Nohria, 2002). Although one can argue that this
research is tentative in regard to the notion that there are only four drives, it highlights
the important ‘before and after’ mediating role of emotions.
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This important mediating role is now also being recognised in the field of social
cognition, specifically in how affect influences the content of cognition, social
information processing, social motivation and intentions, and interpersonal behaviour
(Forgas, 2001). The Handbook of Affect and Social Cognition reviewed research that
suggests some interesting implications for the expansion of the role played by affect in
regard to CQ, because its cross-cultural context primarily relates to interpersonal
relationships and social reactions. Feelings and evaluative preferences concerning social
situations are immediate and rapid, memory stored, and recalled longer than the
objective realities of situations, maintain the evidence for the primacy of affect in social
arenas (Zajonc, 2000).
Forgas (2001) draws on associative network theory (Bower, 1981) in relation to moodcongruent memory research and contends that links between affect and cognition are
integrated within an associative network of mental representations, with current mood
being activated, recalled and used in constructing cognitions. This priming model
assumes that affect is an integral component in how reality is represented and
supersedes models that infer that links between affect and cognition are either
motivationally based or dependent on conditioning. The actual effects of affect have
been conceptualised in Forgas’s Affect Infusion Model (AIM), which provides an
understanding of how affectively charged information is integrated and acts as a
congruent influence on both cognitive and behavioural processes. The AIM model
identifies four alternative information processing methods: direct access, motivated,
heuristic and substantive processing, which describes a hierarchy of complexity in terms
of elaboration and open-ended information-search strategies (Forgas, 2001).
The research findings are interesting because the more complex the strategy needed, the
more affect infusion and mood congruence occurs. This is the case in the most
developed strategy of substantive processing, which is usually associated with social
situations. It is characterised by the need to interpret novel information cues and
correlate these with pre-existing memory-based knowledge networks so that the
individual can respond effectively. Complex, new and atypical tasks with no obvious
dominating motivational goals present are regarded as the most likely environments in
which this substantive processing, and hence maximum affect infusion, can occur. One
source of how emotions actually influence cognition and subsequent behaviours is
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conceptualised in Weiss and Cropanzano’s Affective Events Theory (AET) (Ashkanasy,
Zerbe, & Hartel, 2005). This model explains how affective experiences over time have
causal influences on judgements and perceptions, particularly regarding satisfaction.
The introduction of affective time-dependent and episodic variables infers that attitudes
can be created or altered depending on their positive or negative valency. The authors
further state that these altered emotional states directly influence performance-relevant
behaviours.
How does this recent research on affect and emotions relate to the CQ debate? First, the
notion that emotional influences are confined to the motivational subcomponent of CQ,
functioning only as self-concept reward reinforcement, is not supported by the evidence,
which shows that affect has a much more expanded and primary role and influences all
cognitive and subsequent behavioural outcomes, particularly through mood congruence.
Second, the nature of cross-cultural interactions suggests an environment that is rich in
novel, complex, atypical tasks and social interactions, which would fuel the substantive
form of knowledge processing and hence enact high levels of affect infusion. Third,
such a rich an emotionally charged environment is likely to be fertile ground for
studying the AET and its effect on cognitions and consequent behaviours via attitude
change and mood congruence.
In layman’s terms, an environment that is grounded in ambiguity and novelty is likely to
raise stress levels, as reflected in heightened anxiety levels, which may negatively
colour an individual’s perceptions and feelings regarding much of their new cultural
context. Behavioural responses may be made out of all proportion in intensity regarding
interpersonal and social settings. Therefore, there is a good case to be made for the
incorporation within the CQ model of a subcomponent that specifically recognises the
potentially crucial role of affect in adding to its overall efficacy. To date, the response
from the cross-cultural fraternity has been to remain firmly in the rational psychology
camp. Recognising the immediacy of certain cross-cultural interaction responses made
in situ by expatriates and implicitly endorsing the influence of affect, Triandis (2006)
advocates including attributes that reflect an individual’s ability to suspend judgement
until enough information is gleaned, thereby increasing the likelihood that any
judgement made will be correct and appropriate behavioural responses will ensue
(Triandis, 2006).
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In this regard, Thomas (2006) extends suspending judgement into what he describes as
mindfulness.

Figure 5.2: Thomas’s components of CQ (Thomas 2006 p81).

Source: Thomas (2006) p.81.

Borrowing from Buddhism, mindfulness acts as a linking mechanism between
knowledge and action, describing a heightened state of awareness whereby enhanced
attention can be applied to current reality and experience. This allows for the
appreciation of multiple perspectives and the creation of new facets of memory. The
author suggests that the concept is related to other constructs such as EQ, perceptual
clarity regarding an individual’s emotional state and the personality trait of openness to
experience (Thomas, 2006).
Although salient in modern times, there is considerable doubt whether mainstream
corporate circles would pay for instrumentalities based on Buddhist fundamentals and
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lacking in academic rigour. Its significance perhaps lies in directing the research back to
EQ, which appears to have been unjustly cast aside with regard to screening applicants
for emotional personality markers and redirecting the focus of CCT to include
incorporating extensive EQ building. A review of the literature concurs with the
contention that EQ may still offer a pathway to manage effective cross-cultural
adaptation. An exploratory study found that interpersonal conflict was a major
contributory factor in exacerbating culture shock for expatriates (Jassawalla, Truglia, &
Garvey, 2004). Skills and abilities that effectively moderated these conflict problem
areas related directly to components of Goleman’s (2004) EQ model and reflected
emotional self-awareness, self-regulation, self-motivation, empathy and social skills.
This was a particularly interesting result because the study was conducted across seven
cross-cultural arenas (Brazil, Canada, Germany, Hong Kong, Switzerland, the UK and
Venezuela) and thus may show that Earley and Ang’s (2003) contention that EQ is
culture-bound is erroneous.
In a similar study, EQ dimensions of empathy, social responsibility and social relations
were positively correlated with cross-cultural adjustment success, and expatriate
managers possessing these skills were predicted to perform better in international
assignments (Gabel, Dolan, & Cerdin, 2005). The authors conclude that EQ assessment
should also be included in selection processes when choosing individuals for managerial
roles overseas. Research on global leadership success through EI and CQ also found
that both of these constructs facilitate this success in a cross-cultural environment (Alon
& Higgins, 2005).
Research, however, currently appears to involve deconstructing the construct into its
subcomponents, with a view to creating multiple CQs that address different parts of the
overall model. For instance, Templer, Tay and Chandrasekar (2006) select only the
motivational facet of CQ to derive motivational CQ. In a similar vein as the overarching
CQ, this conceptualisation explores the relationship to cross-cultural adjustment. It will
be interesting to determine whether this deconstruction adds or detracts from CQ.
In lieu to affective considerations, the authors identify persistence as the key
characteristic underpinning CQ. This is necessary to acquire the requisite skill sets when
challenged with new cultural contexts. They also identify flexibility in response to
unfamiliar specific settings, allowing for immediate reaction control that translates into
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behavioural stances that, for example, minimise expressions of mild hesitancy right up
to extreme revulsion. In situ, individuals with high CQ are adept at picking up
behavioural cues and actioning them through the use of role modelling and mimicry.
Relatively research on motivational aspects of CQ in particular that has added to the
knowledge pool and our understanding include relationships with other personality and
motivation-oriented constructs such as: Big 5 personality traits (Ang et al., 2006), selfefficacy (McNab & Worthley, 2012; Rehg & Gundlach, 2012), social dominance
orientation (Alexandra, 2018a), social complexity belief and perceived contact
(Alexandra, 2018b) and emotion (Crowe, 2013; Moon, 2010; Rockstuhl, Seiler, Ang,
Van Dyne, & Annen, 2011).
The behavioural dimension of the model deals with behavioural expressions of the
psychological processes and operates at the cultural artefact level, including habits,
rituals and common practices. Earley and Ang (2003) contend that CQ extends from
just understanding new cultural nuances and being motivated to achieve this
understanding to possessing the behavioural competences to action this understanding.
Thus, specific behavioural repertoires or the capacity to acquire them (e.g., language
proficiency) are necessary to create CQ. Within the model itself, it can be argued that
the behavioural domains (practices, rituals and behavioural repertoires) are artefacts and
therefore should be considered consequences of the cognitive and motivational facets
and not integral to the model itself, however this assertion narrows the construct of
culture to only including values and unconscious assumptions which in practice
discounts the salient cultural artefacts confronted by actors entering differing cultural
domains.
Considering the construct CQ as a whole, one area of contention that has sparked
considerable debate is whether CQ is culture-bound and whether it is easily transferable
across different cultural contexts. In essence, the contention is whether intelligence, and
by extension CQ, has different meanings in different cultures. Sternberg and Grigorenko
(2006) point out that what is considered intelligent may differ substantially between
cultures. The authors list examples of instances in which Western views regarding
intelligence are not shared by other cultures, such as the focus on the speed of mental
processing, and that work that is performed quickly may be of dubious quality
(Sternberg & Grigorenko, 2006). Studies conducted by Sternberg and Grigorenko
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(2006) separately in Taiwan and Africa explicate that different underlying factors of
intelligence are valued, which contrasts with the Western model of intelligence. For
example, in Africa, abilities that smooth and maintain harmonious intergroup relations
are highly valued, and academic skills are not. In Taiwan, social competence in the form
of self-assertion and self-effacement are important ingredients of intelligence.
To answer the question of whether CQ in its present form can be considered universal,
Sternberg and Grigorenko (2006) propose the perhaps tongue-in-cheek construct of
‘successful intelligence’ to encompass the ever-growing complexity of CQ. This
construct covers all bases and is defined as:
“The ability to achieve what one seeks in life, within one’s sociocultural context,
through a combination of adapting to, shaping, and selecting environments, by a mix
of analytical, creative, and practical abilities. Successful Intelligence is relevant
across cultures because in any cultural environment one has to figure out how to
adapt, shape (or select out), and figure out how to achieve one’s goals within the
sociocultural context (Sternberg & Grigorenko” (2006, p. 28).

The point being made is that acontextual intelligence research risks failing to capture
important differences between how cultures value intelligence and imprinting the
researcher’s worldview as legitimate. In further commentary, it has been suggested that
differing views of CQ may lead to intercultural interactive stress and even conflict. This
is because intelligence is highly culturally variable and is unlikely to be universal across
intercultural interactions. Rather, CQ is derived from the various meanings and artefacts
prevalent within the ecosystems at work within the differing cultures, and hence affects
common interactional understanding (Berry & Ward, 2006).
Problematical issues such as definition clarity, clear domain identification and cultural
contextual transferability also cast doubt on the construct’s robustness and validity. This
is especially so when considering its application as a management and academic
instrumental measuring tool. In this regard, Berry and Ward (2006) have reservations
that CQ can be conceptualised in terms of a single unified definition; hence, they
suggest that a single CQ score may be flawed in its theory and application. Lee and
Templer (2003) demonstrate the complexities involved in assessing the construct. Many
assessment methods can be used depending on the circumstances and measurement
requirements (C. Lee & Templer, 2003). These methods range from quantitative
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surveys and psychometrics to qualitative interviews, observations, computer
simulations, critical incident analyses and cultural assimilators. This varied list places a
knowledge burden on the assessor in terms of which methodology is appropriate in a
given context, as well as their relative strengths, weaknesses and limitations. Thus, there
are questions when addressing reliability, validity, utility and ease of assessment issues.
At present, these queries are answered by pointing out the nascent nature of the
construct.
In response to methodological concerns, the conceptualisation of CQ implicitly adopts
Berry’s five-step emic and etic operationalisation model (Headland, Pike, & Harris,
1990) as a metacognitive conceptual framework. Berry’s (1990) initial elaboration of
the five-step model, as illustrated in Figure 5.2, was applied to the concept of
intelligence, which is consistent with the CQ construct.
Step 1 involves assessing one’s own culture in terms of assumptions and attributes. The
methodology is then transported in step 2 to another culture. Initial attempts are made to
achieve ‘cultural translation’ in terms of the research methods employed; however,
alternative interpretations on what constitutes the construct at an indigenous level are
possible by deriving imposed etics, potentially leading to misinterpretation of the
dataset by the researcher. Step 3 involves a deliberate attempt to acculturate as fully as
possible in the new culture, although the process will still be hampered by one’s own
cultural assumptions. This step may lead to discarding the imposed etic so that a valid
understanding of the other culture is achieved.
Step 4 compares the two sets of data in an attempt to reconcile the two emic
understandings of the construct under investigation. In step 5, a decision is made as to
whether a comparison is possible. When a lack of relevant communalities exists
between the two cultures (see step 5a in Figure 5.2), then no comparison is possible.
However, if relevant communalities are present (see step 5b), then a derived etic is
created, which can then be used as a template for cross-cultural comparisons (Headland
et al., 1990).
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Figure 5.3: Berry’s five-step operationalisation: emics and etics (Headland et al.,
1990, p. 95)

Source: Headland et al 1990 p.95.

Since Earley and Ang’s (2003) seminal work, most subsequent research on CQ has
tended to take a narrow reductionist approach by studying various contexts and
relationships with other constructs or deconstructing the construct into its
subcomponents. This is done with a view to creating standalone multiple CQs that
address different parts of the overall dimensional framework and assume the original
conceptual validity of the construct, similar to Hofstede’s cultural orientation
framework.
This assumption may prove premature however examples of contexts studied include:
entrepreneurship and international networks (Charoensukmongkol, 2015), knowledge
management (M. Chen & Lin, 2013; Vlajcic, Marzi, Caputo, & Dabic, 2019), marketing
(Delpechitre & Baker, 2017; Lorenz, Ramsey, Tariq, & Morrell, 2016; Magnusson,
Westjohn, Semenov, Randrianasolo, & Zdravkovic, 2013), conflict management and
negotiation (Goncalves et al., 2016; Groves, Feyerherm, & Gu, 2014; Imai & Gelfand,
2010) and leadership (Kim & Van Dyne, 2012; M. Li, Mobley, & Kelly, 2013; Ng, Van
Dyne, & Ang, 2009). The listing of different contexts is included to deliberately
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highlight the potential multiple and multi-disciplinary uses CQ can be applied within a
broad international spectrum.
The most exciting addition to the conceptualisation of CQ is the explicit
acknowledgement of metacognition as a separate dimension and the creation of subdimensions within each dimension (Van Dyne et al., 2012). The advantage of the
construct’s sub-division has been to re-energise research studies further extending the
construct’s reach encompassing motivational CQ (Presbitero, 2017; Templer, Tay, &
Chandrasekar, 2006) (Gulistan, Lu, & Clapp-Smith, 2014), team and organisational CQ
(Adair, Hideg, & Spence, 2013) and metacognition (Chua, Morris, & Mor, 2012;
Klafehn, Li, & Chiu, 2013; Sleck, Smith, & Rasmussen, 2013).
CQ is now represented as a multidimensional construct with four factors. The latter
reflects interrelated connected expressions to understand individual-level intelligence,
with metacognition and cognition representing mental capabilities grounded in
cognitive functioning; motivation reflecting the associated cognitive structures of drive,
affect and choice; and behavioural intelligence reflecting capabilities to flex motor skills
and display a range of verbal and non-verbal actions (Van Dyne et al., 2012). In simple
terms, one can consider metacognition, cognition, motivation and behaviour an
individual’s abilities to think, know, feel and do.
Kahneman’s (2012) exposition on the two differing cognitive processes is relevant to
the importance of metacognition in relation to differing cultural contexts. Heuristics,
subconscious mental maps, allow the individual to function in their own environment
effortlessly through repeated experience and habits (Kahneman, 2012). Different
cultural contexts, however, negate the ability to employ these heuristics, being culturebound, with ‘different rules of the game’. Thus, it is incumbent to move from
subconscious to high-level, deep processing and conscious cognitive functioning when
operating in culturally different environments. Metacognition, when labelled ‘thinking
about thinking’, reflects this subconscious to conscious transition and incorporates into
the three metacognitive CQ sub-dimensions an awareness of one’s own thinking and
feeling by planning cognitive strategies and checking or self-monitoring for dyadic
reactions (Van Dyne et al., 2012).
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The cognitive factor has been subdivided into culture-general and context-specific
knowledge. It is recognised that both etic and emic cultural orientations are more
powerful in delivering cross-cultural adjustments together than simply relying on
universal etic orientations, such as those represented by the classifications of Hofstede
(1980), Hall (1977) and Trompenaars and Hampden-Turner (2004). These etic
orientations may be universal; however, they are usually emically expressed as differing
cultural artefacts in differing cultures, the obvious one being language.
The motivational factor has been subdivided into intrinsic interest, extrinsic interest and
self-efficacy to adjust. Intrinsic considerations reflect that some individuals are
intrinsically interested in forging relationships with differing cultures; they find the
experience pleasurable and energising. In contrast, extrinsic refers to tangible benefits
such as career advancement and ‘winning the deal’ through exposure to culturally
diverse relationships and experiences. Self-efficacy to adjust provides the confidence to
succeed in diverse cultural environments and not succumb to the stresses inherent in
culture shock (Van Dyne et al., 2012).
The behavioural sub-dimensions have been broken down to reflect verbal behaviours,
non-verbal behaviours and speech acts. The latter is deﬁned as ﬂexibility in the
communication style appropriate to the cultural context—for example, loud and soft,
direct and indirect—and the use of emotional content when involved in interpersonal
communication (Bowe & Martin, 2007).
The current CQ assessment instrument now reflects the four dimensions plus associated
sub-divisions (Van Dyne et al., 2012) and incorporates other independent studies
focusing on advancing CQ’s conceptualisation in terms of scale development, reliability
and validity (Blasco, Feldt, & Jacobsen, 2012; Bucker, Furrer, & Lin, 2015; Matsumoto
& Hwang, 2013). Although over time the instrument has been progressively refined in
terms of item content and methodological concerns, limitations are still appear to be
present reflecting two issues.
For illustrative reasons, the following represents the current questionnaire instrument
(Van Dyne et al., 2012) E-CQS (Expanded Cultural Intelligence Scale) ©:
Instructions: Read each statement and select the response that best describes your
capabilities relative to those of your peers.
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Select the answer that BEST describes you AS YOU REALLY ARE (1 = strongly
disagree; 7 = strongly agree).
Motivational CQ
Intrinsic Motivation
I truly enjoy interacting with people from different cultures.
I thrive on the differences in cultures that are new to me.
Given a choice, I prefer work groups composed of people with different (rather than
similar) cultural backgrounds.
Extrinsic Motivation
I value the status I would gain from living or working in a different culture.
Given a choice, I value the tangible benefits (pay, promotion, perks) of an intercultural
rather than a domestic role.
I value the reputation I would gain from developing global networks and connections.
Self-Efficacy to Adjust
I am confident that I can persist in coping with living conditions in different cultures.
I am sure I can deal with the stresses of interacting with people from cultures that are
new to me.
I am confident I can socialise with locals in a culture that is unfamiliar to me.
Cognitive CQ 2
Culture-General Knowledge
I can describe the different cultural value frameworks that explain behaviours around
the world.
I can describe similarities and differences in legal, economic and political systems
across cultures.
I can describe differences in kinship systems and role expectations for men and women
across cultures.
I can describe different views of beauty and aesthetics across cultural settings.
I can speak and understand many languages.
Context-Specific Knowledge
I can describe the ways that leadership styles differ across cultural settings.
I can describe how to put people from different cultures at ease.
I can describe effective negotiation strategies across different cultures.
I can describe different ways to motivate and reward people across cultures.
I can describe effective ways for dealing with conflict in different cultures.
Metacognitive CQ
Planning
I develop action plans before interacting with people from a different culture.
I think about possible cultural differences before meeting people from other cultures.
I ask myself what I hope to accomplish before I meet with people from different
cultures.
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Awareness
I am aware of how my culture influences my interactions with people from different
cultures.
I pay attention to how cultural aspects of the situation influence what is happening in
that situation.
I am conscious of how other people’s culture influences their thoughts, feelings and
actions.
Checking
I adjust my understanding of a culture while I interact with people from that culture.
I double check the accuracy of my cultural knowledge during intercultural interactions.
I update my cultural knowledge after a cultural misunderstanding.
Behavioural CQ
Verbal Behaviour
I change my use of pause and silence to suit different cultural situations.
I vary my verbal behaviours (accept, tone, rate of speaking) to fit specific cultural
contexts.
I modify the amount of warmth I express to fit the cultural context.
Non-Verbal Behaviour
I modify how close or far apart I stand when interacting with people from different
cultures.
I change my non-verbal behaviours (hand gestures, head movements) to fit the cultural
situation.
I vary the way I greet others (shake hands, bow, nod) when in different cultural
contexts.
Speech Acts
I modify the way I disagree with others to fit the cultural setting.
I change how I make requests of others depending on their cultural background.
I vary the way I show gratitude (express appreciation, accept compliments) based on
the cultural context.
Some of the questions in certain instances appear too generalised, some too specific and
others irrelevant to the business domain, which drift from the original intention of CQ’s
purpose. Rather than becoming an expert on multiple differing cultural contexts, which
is difficult to achieve and maintain, CQ attempts to provide a fundamental conceptual
framework for understanding and reconciling differing cultures without such specific
expert prior knowledge.
Items that are problematical just from the cognitive dimension:
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‘I can describe differences in kinship systems and role expectations for men and women
across cultures’.
‘I can describe different views of beauty and aesthetics across cultural settings’.
‘I can speak and understand many languages’.
Even individuals with high CQ may find it difficult to find relevance and answer in the
affirmative to these questions.
The questions also appear to be tactically oriented (i.e., ‘in the moment’) rather than
strategic. They tend to focus on immediacy such as in delivering the correct speech
patterns and behaviours. Chinese culture, on the other hand, is renowned for using
strategic orientations: an emic Guanxi strategy for relationship-building by focusing on
individual interpersonal relationships rather than organisational relationships (Huang et
al., 2008; Kriz & Gummesson, 2014) This orientation would be learned in the contextspecific cognitive section; however, there is no reflection of practicing Guanxi in the
behaviour section as a strategic action. The art of practicing Guanxi is known as Wei
Ren Chu Shi (Ke, 2018), or ‘dealing with people’, and it involves a complex set of
behavioural artefacts to create and maintain important relationships. When operating in
the Chinese domain, this would be a useful tool to know and act upon.

5.6 Conclusion
As a result of environmental globalisation and the inevitable increase in cross-cultural
contact, focus has been placed on delivering efficacious training and development to
make cross-cultural adjustment more effective. Before the advent of CQ, CCT tended to
reside in the cognitive domain and, in particular, used Hofstede’s framework (1980) as
the basis for learning. This approach is unidimensional, relies on etic universals that do
not translate into differing cultural emic expressions of these etics and still leads to
misunderstandings and confusion.
Although CQ currently has its weaknesses, the construct is multidimensional and goes
beyond the cognitive-only stance of previous CCT frameworks. In particular, the
addition of metacognition, motivation and emic cognitive sub-dimensions adds value in
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allowing cultural differences to be potentially reconciled and understood from the
‘other’ culture’s perspective.
The most persuasive evidence for the CQ’s provenance, however, as a cross-cultural
application that mitigates deleterious cultural difference influences and poor outcomes
has been the recent research linking CQ directly to performance, which significantly
records positive results (Ang, Van Dyne, Koh, Ng, Templer, & Tay, 2007; Bucker,
Furrer, Poutsma, & Buyens, 2014; Jyoti & Kour, 2015; Karma & Vedina, 2009; L. Lee
& Sukoco, 2010; Moon, 2013).
A dialectic still remains in relation to the purpose of CQ, that is, whether to leave the
construct’s purpose as it was originally intended or to further ‘customise’ it and its
associated instrument. Earley and Ang’s (2003) original intention was to create the basis
for CCT that could be generalised at a fundamental level, that is, an individual with high
CQ could function well across all cultures. The rationale for this notion was based on
the increasing complexity and number of cross-cultural contacts whereby an individual
could not possibly learn all that was needed to be learned across many cultures. For
example, a multinational executive could one day be in China, the next day in India and
the next in Brazil.
The following chapter now describes and justifies the methodology employed for the
empirical study presented in chapter 7.
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Chapter 6: Methodology: Basis for the Empirical Study
Reported in Chapter 7
6.1 Research Aims and Objectives
Having analysed the underlying conceptual framework, this chapter foreshadows the
methodology and relevant considerations employed for the empirical study that follows
in chapter 8. The chapter begins by outlining the overall research philosophy guiding
this research. The research design is presented in addressing the focal research
questions, which consists of a case study exploration using qualitative data. Data
collection and analysis, sampling frame, ethics and limitations are addressed in their
respective sections.
The methodology chapter describes and justifies the methodology employed for
conducting exploratory research on the internationalisation project undertaken by the
HunterNet Cooperative to fully understand the process and obtain insights through
knowledge gained in future internationalisation endeavours. Further, the chapter aims to
investigate whether the AAR framework is a suitable conceptual framework for
exploring such a project by providing key insights.

6.2 Focal Research Questions
1. How successful has the HunterNet Cooperative been in building international
relationships and connections through the Asian Business Engagement Plan?
2. How appropriate is the AAR framework for developing accurate insights,
particularly in respect to the AAR’s adaptation for China?
3. What insights and lessons can be learned about cultural intelligence from
observing how HunterNet in Australia has approached China?
4. What are the implications from the project for future cross-border engagement
initiatives?
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5. What are the broader lessons in terms of cooperatives and clusters from such an
approach to cross-cultural engagement?

6.3 Research Philosophy
Research paradigms represent philosophical assumptions about the nature of reality
(Krauss, 2005), reflecting the basic belief system that underpins the investigation (Guba
& Lincoln, 1994) and is expressed in adopted epistemological and ontological
considerations that crucially guide the researcher’s adopted stance in research design
and methods. A paradigm thus defines the relationships and structures adopted by the
researcher in their understanding of the nature of the world that is regarded as a
legitimate inquiry (Merriam & Tisdell, 2016).
Perry, Riege and Brown (1999) enumerate the four major contending scientific
paradigms: positivism, constructivism, critical theory and critical realism, which
contrast different epistemological and ontological assumptions in making sense of
legitimate knowledge and reality. In positivism, objective facts can be ascertained about
reality and are empirically tested to show cause-and-effect regularities that govern this
reality. The primary mode of analysis is deductive (hypothesis-testing), reflecting both
the independence of the researcher to the phenomenon being investigated and remaining
‘value-free’ to interpretation. Its purpose is to deduce theories that can be generalised
across statistical populations by capturing regularities or immutable laws that govern
how the world operates (Bryman & Bell, 2011; Gill & Johnson, 2010) Thus, this
approach discounts knowledge about reality that cannot be tested and generalised
(Danemark, Ekstrom, & Jacobsen, 2001).
In contrast, constructivism assumes that there is no independent and objective reality;
rather, social actors construct their own subjective reality through perceptions and
meanings placed on phenomena (Denzin & Lincoln, 2003b), contingent on particular
belief systems and reflecting multiple perspectives (Healey & Perry, 2000). The latter
reflects social and experiential mental constructions by individual actors, focusing on
contextually bound meanings rather than theoretical generalisations that can be
explicitly tested (Perry, Riege, & Brown, 1999). Induction rather than deduction is the
preferred analytical tool and is predicated on generating new theories from the ‘lived
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experience’ associated with the actors relevant to the phenomenon being studied
(Denzin & Lincoln, 2003a). In a sense, critical theory extends the tenets of
constructivism by incorporating an explicit ideological perspective, a priori (for
example, a Marxist, feminist or capitalist orientation), that directs both fieldwork and
interpretation. Its purpose is to critique and transform the value-laden axiological
considerations involved in the particular ideology, and it emphasises both social
realities and historically situated structural contexts (Healey & Perry, 2000; Perry et al.,
1999). The focus is on critique and social change to eliminate perceived social injustices
(Creswell, 2007).
The chosen research paradigm for this study is the fourth paradigm, critical realism,
rather than other competing paradigms such as positivism, critical theory and
constructivism. Critical realism is explored in more detail, underpinning the preferred
methodologies and methods described below, in future subsections.
Critical realism assumes that there is an objective reality ‘out there’, and it is socially
constructed, originating as an alternative to both positivism and constructivism (Denzin
& Lincoln, 2011). The rationale for the alternative paradigm lies in the assertion that
both positivism and constructivism reduce ontology to epistemology, albeit in
contrasting viewpoints, by limiting reality to just human knowledge. Positivism is
predicated on Bhaskar’s ‘epistemological fallacy’ (Archer, Bhaskar, Collier, Lawson, &
Norrie, 1998), in which reality is only represented by what can be empirically tested,
while constructivism views reality as solely the preserve of socially constructed human
knowledge (Easton, 2010).
Here, the key paradigmatic tenet of critical realism departs from both positivism and
constructivism by assuming that human knowledge can only acknowledge a certain
amount of what constitutes reality, with ontology not reducible to just epistemology (A.
Fletcher, 2017). Thus, critical realism is deemed theory-laden as opposed to theorydependent, with certain knowledge being ‘closer to reality than other’, implying the
notion of theory fallibility, namely, that alternative theories may explain the same
phenomena. The onus is on the researcher to explore the alternatives in enough depth to
generate knowledge that is closer to reality (Danemark et al., 2001).

120

Critical realism is stratified and characterised by three distinct levels: empirical, actual
and real. Experienced and observed events represent the empirical level, whereby the
events are understood through human interpretation. The actual level represents the
totality of events that are observed or remain unobserved. The real level reflects the
ultimate causal-generating structures or mechanisms that cause the occurrence of events
(A. Fletcher, 2017). In essence, transitive notions of reality, ideas, meanings, actions
and decisions reflect the empirical layer and can incorporate causality. The nontransitive, actual layer can reflect events whose nature is often different to what is
empirically observed, and the real level incorporates the generation of mechanisms and
structures that possess intrinsic forces that can cause or precipitate the events that are
observed in the empirical layer (Danemark et al., 2001).
The salient currencies involved are the interrelated entities that provide the basic
theoretical building blocks for critical realist explanations and their associated causal
powers or liabilities, as well as the particular context and the form of the relationships
between the various entities that culminate in events, non-events and outcomes. The
assumption that all social structures have causal mechanisms that may enable or
constrain any given event provides the imperative for critical realist researchers to
explain social events by exploring these causal mechanisms and their (non-)effects to
derive a deeper understanding of reality (A. Fletcher, 2017). Indeed, one of the major
goals of critical realism is to generate a causal explanation that connects events and
mechanisms, which combine to cause events to occur (Easton, 2010).
The rationale for employing the critical realism paradigm as the underlying philosophy
for this particular research study is fourfold. First, the philosophy ‘fits’ best with the
researcher’s worldview compared with other paradigms. Although it is imperfect,
critical realism provides a coherent perspective that combines both independent and
socially constructed realities rather than conflating knowledge to human experience and
inculcating the notion of fallibility when multiple perspectives may be present.
Second, the phenomenon under investigation involves studying complex international
business relationships that are created and maintained by disparate actors across
differing cultural boundaries, which fits well with the critical realist emphasis on a
multidimensional open systems approach to the world and its inherent interactivity
between social structures, generating mechanisms and human agency (Easton, 2010;
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McEvoy & Richards, 2006), as exemplified by the operationalisation of the AAR model
(Snehota & Håkansson, 1995) used to frame this research.
Third, the constraints placed on the adopted methodology of a sample of one entity
discount the opportunity to employ a positivist approach, including few participating
actors, a lack of prior established research conducted on internationalising business
cooperatives, and the changing nature of the phenomenon relying on an emerging story
over time to provide a basis for exploring and understanding in contrast to a crosssectional context.
Fourth, the purpose of this research is to go beyond one of the main tenets of
constructivism, which is that social structures do not possess active causal powers
(Peters, Pressey, Vanharanta, & Johnston, 2013), and in terms of constructivism’s
common goals of exploration and human agency-driven hermeneutical meaning, which
lays the foundation for understanding reality as an exclusively social construction
(Thompson, 1997). As noted earlier, critical realism also attempts to understand the
causal influences at work in generating certain events within a socially based network
system to provide explanatory frameworks in understanding reality.

6.4 Overall Research Strategy
A qualitative case study has been adopted to generate rich data and in-depth analysis
(Miles & Huberman, 1994). There are considerable advantages to conducting a major
case study in a natural setting and interpreting how participants make sense of their
given situation (Denzin & Lincoln, 2003a). For example, it enables the researcher to
uncover the thoughts and feelings of participants and reflect on their insights to improve
future outcomes (Gummesson, 2001). A study that is exploratory in nature is useful
when little is known about the phenomenon (Creswell, 2003). Greater insights into the
complex phenomenon of culture and values are possible by delving into thick
description around words rather than numbers (Ghauri & Gronhaug, 2010).
In this instance, a longitudinal case study is the preferred research strategy when
exploring a contemporary phenomenon in a real-life context (Bryman & Bell, 2011; R.
K. Yin, 2009). This is important when the research goal is to develop a fuller
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understanding of the case (Punch, 2005). Thus, the aim is to carry out an intensive
exploration of a ‘real-world’ case by factoring in contextual influences and using
existing theory to enable systematic enquiry and ultimately add to the body of
knowledge (Bryman & Bell, 2011). The case itself is a single case; however, it is
complex and operates with a number of contexts, such as the various organisations and
stakeholders involved. The researcher consciously decided to use HunterNet as a single
case on the basis that while multiple cases have been advocated to enable cross-case
comparisons (Eisenhardt, 1989), a single case can provide valuable learning
opportunities (Siggelkow, 2007) and facilitate deep contextual insights (Dyer &
Wilkins, 1991).
The research strategy adopts a qualitative design, which is consistent with critical
realism, rather than meaningful measurement, which would be more appropriate for a
quantitative study, to understand the social phenomena involved. However, this
understanding shifts from the phenomena themselves to the causal mechanisms that
influence and may have ultimately generated the phenomena.
Traditionally, qualitative research resides in fulfilling Bryman and Bell’s (2011) criteria
of induction and theory-generation with epistemological and ontological assumptions of
Interpretivism and constructionism. This reflects Creswell’s (2003) criteria for
interpretive constructivism: phenomenological understanding grounded on participant
meanings with theory-generation in mind. From an epistemological standpoint,
subjective experiences in a natural ‘lived’ environment, form the basis on which theory
can be inductively added. Interpretive research explores the understanding of local
meanings at the individual interactional level (Prasad & Prasad, 2002), which discounts
the positivist approach of deterministic, reductionist, deductive and objective reality
assumptions. Bryman and Bell (2003) extend the philosophical differences by applying
epistemological and ontological considerations. The authors posit that the epistemology
in quantitative research assumes a positivistic or natural science model, whereas the
qualitative stance assumes interpretivism, and the ontological differences are an
orientation of objectivism (quantitative) and constructionism (qualitative). These
differences dictate which research methodologies to use and are translated into the
contrasting research methods adopted. Therefore, qualitative research focuses on
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interaction processes and contextual viewpoints and assumes that the researcher is not a
passive objective observer but rather a subjective co-participant (Creswell, 2003).
The qualitative research design provides a provisional mode of enquiry that is both
emergent and evolutionary. Flexibility of the emerging narrative is embedded in the
process. Interpretivism of meaning is central to the qualitative approach and
ontologically assumes that social reality is primarily socially constructed. This social
reality is shaped by the actors’ perceptions, including those of the researcher, and is thus
subjective (Collis & Hussey, 2009). Epistemologically, knowledge can be inferred and
is relative to social construction. In essence, theory is advanced by building it
inductively, whereby certain phenomena are observed and, on this basis, conclusions
are made that derive general propositions consistent with the observed facts (Bansal &
Corley, 2012). In terms of axiological assumptions, the actors (including the researcher)
are value-laden, which frames the acceptance of the facts and the interpretations drawn
from them.
This is in contrast to the positivist stance of an independent and objective reality
(ontological assumption) that is external to the actors and can therefore be objectively
ascertained and described through research. Valid knowledge is only observable and
measurable (epistemological assumption) and is value-free, without bias encroaching
from the relevant actors involved (axiological assumption) (Collis & Hussey, 2009;
Hair, Celsi, Monry, Samouel, & Page, 2011).
Thus, the key difference in the approach of a qualitative design is its focus on the
interpretation of the actors’ perceptions and actions, as well as its attempt to understand
the complex relationships involved in the case study. The emphasis is placed on nuance
and the sequentiality of events within a socially constructed context (Stake, 1995), and
it is useful for achieving a deep understanding of relatively few characteristics (Hair et
al., 2011).
The researcher in this study has adopted a qualitative research design and seeks a
contextual understanding of the world premised on meanings that are characterised by
subjectivity and multiple meanings and that are socially constructed. However, the
practical aim is not to generate patterns of meanings that can create new theories
through constructivist-based inductive reasoning, but to employ the critical realist’s
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inferential frame of reference of abduction and retroduction reasoning that centres on
analysing the underlying causal generative mechanisms and may ultimately lead to
knowledge extension via multiple perspectives (Danemark et al., 2001; Easton, 2010; A.
Fletcher, 2017; Ryan, Tahtinen, Vanharanta, & Mainela, 2012).

6.5 Frames of Inference
As discussed above, critical realism considers reality a stratified conceptualisation that
is characterised by three stratified layers: empirical, actual and real. This contrasts with
the other paradigm assumptions, although the frames of inference of both positivism
and constructivism remain solely in the empirical domain constituting their assumed
ontology and epistemology. Positivism applies deductive reasoning to the empirical data
to test a priori theories, usually via quantitative analysis that incorporates proposed
hypotheses. The purpose is to deductively analyse the empirical data to generalise the
theory from a given sample to the general population, thus producing universal
regularities or laws regarding how the world functions. In a sense, no new knowledge is
created because the theory is already extant. In this process, it is either validated or not.
Positivism assumes that knowledge of reality can only be achieved through empirical
testing and validation, which critical realists criticise for limiting the potentialities of
uncovering other sources of reality.
The inductive frame of inference, which is favoured by constructivists, also faces this
criticism because it is also solely empirically based. Rather than testing and generalising
a priori theories, constructivism may be informed by extant theory or may begin with a
tabula rasa, as in the case of grounded theory. It uses the collected dataset to
inductively generate new theories, from a small sample to a generalisation to theory, or
that can then be tested by employing the deductive rationale of positivism. This process
purports to create new knowledge, however, as pointed out, it remains grounded in the
empirical domain.
Abductive reasoning goes beyond the empirical and attempts to access the actual and
real ontological levels. Consistent with critical realism’s contention that complementing
the empirical and observable level (socially constructed), there is an actual level that
contains part of the objective reality that is not amenable to empirical observation
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(structural level) and a real level that is characterised by the generative and causal
mechanisms that influence both the empirical and actual levels. To access these
intangible levels, the researcher determines explanatory patterns within the phenomenon
being studied on an iterative basis, moving from the data to the theory, and then back to
the data and so on. Contrary to deductive theory-testing and constructivism’s theorygeneration, which tend to remain in the same theoretical frame of reference, abduction
is transformative and seeks to understand the explanatory mechanisms at play across
different theoretical frames of reference to generate a number of potential causal
explanations.
In essence, this process is one of re-contextualisation and depends on the researcher’s
prior theoretical knowledge and creativity in linking the causal mechanisms to differing
explanations. The latter emphasises critical realism’s assumption of fallibility; however,
some knowledge is closer to reality than other (Bhaskar, 1978). The abductive phase is
followed by retroduction, in which the various causal explanations are assessed for their
provenance, usually on performative criteria, and ‘fit-for-purpose’ rationales that invoke
pragmatism as a guide to determine which explanation is most likely to have occurred.
An example of abduction and retroduction in the current study is the HunterNet
Cooperative receiving a second grant from the Federal Government for more
internationalisation activities. From an industrial marketing theoretical perspective, an
explanation could be that the original project was perceived by the Government as a
successful international outcome. However, through abduction, another theoretical
frame of reference, effectuation, can be invoked whereby causal mechanisms resulted in
dissatisfaction among the cooperative’s key membership base, which perceives the
awarding of the second grant as a distraction from core business because the renewal
grant focuses on activities that are peripheral to the main activities of the industry. Thus,
enabling and constraining causal forces are acting contemporaneously, resulting in
multiple perspectives.
Finally, the research method is one of AR coupled with process theory given the applied
practice-oriented longitudinal nature of the project and the researcher’s active
involvement in it. This approach assumes the epistemological view of critical realism
that focuses on meaningful reality linked primarily to human practices within a socially
constructed context and consistent with the overall research aims and objectives
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(Creswell, 2003). Notwithstanding AR’s main criticism of inherent subjectivity, the
ability to research as an insider facilitates a deeper understanding of the structures and
mechanisms involved in aiding the process of transformative abduction and retroduction
given the complexity of the open system research project. Process theory has been used
to describe emerging events as they unfold to provide a detailed narrative of the key
activities, resource ties and actor bonds, consistent with the operationalised AAR
framework. The key is to delve deeply to build an extensive understanding and
incorporate collection and analysis concurrently as the ideas and concepts emerge from
the data (Piekkari, Welch, & Paavilainen, 2009). This is consistent with the qualitative
approach and inherent abductive frame of inference employed by the critical realism
paradigm rather than either deduction or induction.

6.6 Research Strategy - Theoretical Perspectives
6.6.1 Case study
Yin (2009) defines a case study as “an empirical inquiry that investigates a
contemporary phenomenon within its real-life context, especially when the boundaries
between the phenomenon and context are not clearly evident” (p. 12). This definition
emphasises that the research relates to a specific phenomenon and operates within a
real-life context as opposed to a controlled experiment. There may suggest a blurred
phenomenon with its context; however, the role of the researcher is to actively delimit
the case as a bounded system and to provide unity and coherence to case attributes
gaining their meaning from the case context. A case study seeks to develop a deep
understanding of a multi-perspective bounded social system (Merriam & Tisdell, 2016),
and individuals within the social system can be identified and distinguished from other
social system actors (Payne & Payne, 2004).
Elaborating on the above definition, a case study researches the particularity of a single
case (or multiple cases). It attempts to capture the unique complexities involved and to
understand its activities and interactions within its specific context (Stake, 1995). The
context is the real world; thus, the researcher’s emphasis relates to working in situ in the
field to record the workings of the case and gain its meaning, which may inform
redirecting observations to refine or substantiate the generated meanings. The aim is to
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facilitate a deep and holistic understanding of the case (Dooley, 2002) and, as emergent
issues become salient, provide a basis for progressive focusing, which may modify the
design to ultimately construct inductive narrative accounts of explanations from events,
derived from observed pattern commonalities and supporting evidence such as relevant
documentation (Ragin & Becker, 1994).
The selection of the case may be based on the intrinsic special interest of the case, or it
may match a case to examine specific research questions. In either case, the objective is
to maximise learning to attain a deep understanding, derive assertions and perhaps
propose generalisations.
The purpose of the case study can be exploratory, descriptive or hypothesis-testing,
depending on how much is known about the research topic. When little is known,
exploratory research is undertaken to provide a greater understanding of the specific
phenomenon. With more knowledge available, descriptive studies are undertaken to
describe the relevant variables of interest, whereas hypothesis-testing, once the key
variables have been identified, is undertaken to establish the nature of the underlying
relationships within the variable set, such as correlational and causal, and to predict
organisational outcomes (Cavana, Delahaye, & Sekaran, 2001).
The rationale for employing a case study is the exploratory nature of the research when
little is known regarding the phenomenon being studied. This has been deemed the most
appropriate tool available because it attempts to abductively understand causal
relationships and build a theory by exploring the key variables and their relationships at
play. Conceptual and theoretical frameworks are developed to fully understand the
phenomenon and provide the basis for theory building to act as a template for future
investigations. This is in contrast to a situation in which sufficient information regarding
the variables is available and more deductive reasoning in hypothesis-testing for
variable correlation and causal effects would be applied (Eisenhardt, 1989; Gibbert,
Ruigrok, & Wicki, 2008; R. K. Yin, 2009). Proponents of the positivist perspective
assert that it provides rigour and structure, which are critical in ensuring that case
studies generate relevant findings that can be scrutinised with confidence in their
efficacy (Eriksson & Kovalainen, 2008).
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Given the exploratory nature, a qualitative approach has been adopted rather than a
quantitative approach because the former provides the rich and deep understanding
necessary given the research is predicated on fieldwork rather than a controlled
experiment (Ragin & Becker, 1994; Stake, 1995). Further, the qualitative case study
approach gives the researcher the holistic and systems thinking necessary for exploring
the complexity, context and actors and their multidimensional factors, relationships and
fuzzy phenomena. Traditional statistical approaches are too reductionist, focus on too
few variables and discount the salience of both the context and the persona involved
(Gummesson, 2001). Data quantification is based on splitting social reality into separate
subunit variables to be tested, which may mean missing out on key variables and
providing little explanatory context (Verschuren, 2003).
The logic of conducting a case study is that obtaining a complete picture of the entire
situation requires a real-life example (Hair et al., 2011). Similarly, the focus is on a
particular case rather than a sample of a given population, which is also common to
quantitative research designs. The case study is longitudinal and reports on an unfolding
story over time. This precludes a cross-sectional approach, which would focus on one
instance in time (Pettigrew, 1990).
6.6.2 Longitudinal case study
Longitudinal case studies describe events over time rather than at any given moment, as
in cross-sectional studies. They are appropriate when the research questions are
informed by the changing nature of the case context (Hair et al., 2011), such as that
evidenced by organisational change projects. Longitudinal case studies explore the
contexts, content and process of change together with the interconnections over time,
and they aim to link these factors over time to explain the differential outcomes of the
change process. Thus, the change process is revealed temporally and contextually as it
unfolds in real life.
Contextualisation emphasises the notions of embeddedness, temporal
interconnectedness, context and action juxtaposition exploration, and any causal
explanations are likely to be holistic and multifaceted rather than singular and linear.
The strategy explores ‘reality in flight’, with the past shaping the present and the
emerging future without preconditions of path dependencies resulting from the
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changing contextual landscape. Context is not regarded as a definitive environmental
generating mechanism for change; rather, it is embedded structural architecture that is
prone to subjective interpretation by the relevant actors involved, and through learning,
context shapes the process of change. Therefore, it is difficult to propose a single theory
to explain the totality of the change given the holistic and multidimensional nature of
the case study (Pettigrew, 1990).
6.6.3 Thick description
Consistent with gaining a deep understanding of the case study and employing a
qualitative research design, the aim of thick description is to add context to the story as
it unfolds. Originally reflecting the intentionality of the actors involved, and in contrast
to the ‘bare bones’ of the story (thin description) (Ryle, 1949), Geetz (1973) states that
narratives and associated data are social constructions and that the reader needs a rich
and thick description of the context to judge the credibility of the author.
In relation to qualitative research, thick description records and interprets observed
social behaviour and provides purpose and intentionality within the particular context. It
also provides the perceptions and feelings of the actors involved and captures the
complex interrelationships between them. This process leads to thick interpretation of
both context and meaning by capturing history into experience, sequentiality and the
significance of the experience. The need for thick description places the reader both
cognitively and affectively in the research context, thereby lending credibility to what is
being interpreted (Denzin, 1989).
Thus, in the context of this chapter, the actor interviews provide both context and
meaning to the process narrative derived from the documents that report on the lean
internationalisation project over time. Without the interviews, the reported process
would simply reflect thin description and lack actor insights.
6.6.4 Action research
AR has been chosen because the author and other academic researcher are active
participants in the research and can gain a fuller understanding of the contexts and
interpretations placed on the data. AR methodology is consistent with organisational
change programs in which the objective is to create practical outcomes rather than just
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study the process found in traditional research methodologies (Burnes, 2004; Cronshaw
& McCulloch, 2008; Lewin, 1946). AR combines conducting academic research for
knowledge gain with solving a practical organisational problem (Hult & Lennung,
1980; Mumford, 2001), which is the objective of this research study. The combination
of theory and practice provides a deeper and holistic understanding of the organisation
as a socio-technical system, as well as associated management issues (Levin, 2012).
Researcher participation with the relevant actors generates a fuller understanding of
group dynamics, interdependencies and effects, which are critical for exploratory
research (Flyvbjerg, 2001). The central strength of this approach combines both
simultaneous rigour and relevance, which tend to be discounted by traditional research
(Levin, 2012; Mumford, 2001). Further, it overcomes the traditional research limitation
of the reductionist narrow focus that is inherent in T-shaped research (Guertler, Kriz,
McGregor, Bankins, & Bucolo, 2017) and which can produce findings independent
from the context.
Richard Collins the thesis researcher and author, University of Newcastle, and Dr.
Anton Kriz, co-researcher and ANU Associate Professor, are acting as academic
consultants, and have contributed to the facilitation in this initiative (Plewa, Quester, &
Baaken, 2005) and reported on the story as it unfolded (Pentland, 1999). Accordingly,
this study is viewed from an insider/outsider and AR perspective (Bartunek & Louis,
1996). Insider/outsider refers to the action researcher’s role in researching one’s own
experience (insider) and researching another inside actor’s experiences (outsider). They
therefore act in multiple roles, which conforms to the team dimension of AR (Bartunek,
2008). The rationale for the insider/outsider AR positionality (Herr & Anderson, 2005)
reflects HunterNet’s invitation to the researchers to collaborate on the research project
on an ongoing basis. Further, it differs from traditional qualitative methodologies in that
the research occurs with practitioners rather than about practice (Bradbury Huang,
2010). The researcher/consultants work with the nominated organisation to create an
emerging theory that is proposed to improve the organisation’s fortunes. Thus, they are
integrally embedded in the change process (E. Hart & Bond, 1995).
Such participative and democratic processes generate practical knowledge that can
inform the change (Reason & Bradbury, 2001). The process is experimental, and one of
the prime objectives is to refine and extend the emerging theory as new knowledge
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becomes available via experience predicated on practice. This approach enables the
researcher/consultants to actively engage with the organisation to fulfil the new idea
(change process), and learn not only about the new idea and how to improve it, but also
the conditions necessary for successful implementation. This type of innovation AR
invokes Lewin’s famous quotation: “If social scientists truly wish to understand certain
phenomena, they should try to change them. Creating not predicting, is the most robust
test of validity-actionability” (Kaplan, 1998, p. 103).
In essence, AR assumes that the process leads to social action rather than just reporting
on findings (Lewin, 1952), and it reflects an orientation to knowledge creation that
arises in a context of practice and requires researchers to work with practitioners. Unlike
conventional social science, its purpose is not primarily or solely to understand social
arrangements, but also to effect desired change as a path to generating knowledge and
empowering stakeholders (Bradbury Huang, 2010). AR focuses on educative, problemfocused, content-specific and future-oriented interpretation. It involves interventions
aimed at improvement and change whereby the research is cyclical while integrating
action and evaluation. The iterative process acts as a bridge between practitioners and
researchers, with mutual reinforcement taking place in terms of theory building and
implementation.
The rationale for applying AR to this case study reflects the innovation AR perspective
in creating new management theory and practice (Kaplan, 1998). Rather than conduct
field research and report on the ‘what is’ situation to create or test theories such as those
generally found in cross-sectional, case study or longitudinal research, the innovation
AR moves from a ‘what is’ situation to one of ‘what if’, which is a new idea that
changes the perceived suboptimal organisational performance and explores the
effectiveness of implementing this new idea.
Inherent within the AR paradigm is Lewin’s (1938, 1952) ‘Planned Approach to
Change’ theoretical framework, which consists of field theory, group dynamics, AR and
the three-step process for managing change. Field theory attempts to map out the
totality and complexity of the field in which the behaviours and activities are occurring.
This involves carrying out force field analysis (Lewin, 1952) to fully understand the
forces for and against change. Understanding the reasoning behind the actions of
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individuals, groups and organisations and then identifying the forces that need an
adjustment is critical to such a role (Burnes, 2004).
Group dynamics relate to how the group itself shapes members’ individual behaviours.
The notion assumes that the main level of analysis is the group rather than the
individual because the latter is constrained by group norms (Burnes, 2004). The notion
of active engagement in the process led Lewin to propose that AR answer three
questions: What is the present situation? What are the dangers? What shall we do?
These three questions underpin the process for managing change: (a) unfreezing (b)
changing (c) refreezing (until a new equilibrium is achieved).
The iterative action and research process itself involves four steps within a specified
cycle: first, planning allows for problem definition, situation analysis and strategy
formulation; second, the action step puts the plan into practice; third, observation then
allows for monitoring; and fourth, a reflection phase evaluates the results. Once
completed, a new cycle can be instigated following the same four-step pathway (ZuberSkerritt, 1996). The special cyclical nature of AR methodology allows the researcher to
discover conceptual themes, revisit them, and arrange and rearrange the data so they
become meaningful for iterative analysis. Building on Lewin’s interpretation, Kemmis
(1982) conceptualises AR as a spiral of action cycles:
1. To develop a plan of action to improve what is happening.
2. To act to implement the plan.
3. To observe the effects of action in the context in which it is occurring.
4. To reflect on these effects as a basis for further planning subsequent action and
on, through a succession of cycles (Kemmis, 1982).
The cycle of activities forms an AR spiral in which each cycle increases the research
team’s knowledge of the problem at hand and ultimately derives a solution. Although
this approach has been criticised by Argyris and Schon (1974), who argue that Lewin’s
model focuses on short-term interventions, one stable state to another, rather than
driving continuous organisational learning sustained over time, this particular research
project is longitudinal, and there is an expectation that many cycles will occur within
the model’s overarching framework.
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6.6.5 Process theory
Process theory has been incorporated as the preferred means for mapping out the story
because the researchers have access to the relevant internal organisational
documentation that describes how the research has progressed over time and is
consistent with longitudinal case studies (Brown, 1998; Sminia, 2009; Van de Ven &
Poole, 1995).
Data that report on the specific activities, resources and actors involved will also be
sourced from HunterNet’s internal reporting documentation. Process mapping has been
applied to the documentation (a roadmap or guide of the processes involved) to provide
the case story of internationalisation and the various connections made within the AAR
framework and to act as a source of triangulation for the qualitative interviews
(Eisenhardt, 1989).
Process theory seeks explanations through a narrative and describes the sequence of
events that connects antecedents and consequences to aid in building better theories
(Pentland, 1999). In essence, the narrative or story helps provide explanations between
events answering the questions of the ‘how and the why’. ‘How’ tracks the chronology
of events, whereas ‘why’ constructs causality between the events and takes a social
reality perspective (Sminia, 2009) consistent with the overall research strategy.
Van de Ven and Poole (1995) classify four types of process theory that reflect different
discipline paradigms, lifecycle, teleology, dialectics and evolution theories, and that
provide fundamentally different perspectives on organisational change processes (Van
de Ven & Poole, 1995). The nominated type for the present case study relates to
teleological process theory, which reflects goal-setting, planning and social
construction. In this instance, the change process is guided by explicit goals, which are
purposeful and adaptive either by themselves or through interactions with other actors.
The process towards the goal is constructed, planned, actioned and actively monitored.
Consistent with AR, the change process is developed by goal formulation,
implementation, evaluation and adjustment of strategies based on what has been leaned
emergently. Teleological theory is borne by individuals within the organisation who
socially construct a proposed common goal, and it allows for creativity in determining
the ‘best’ way forward in terms of desired end-states and strategies implemented. The
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theory therefore assumes a judgemental stance on what is best and also that
environmental pressures and limits on available resources act as constraints on what is
possible (Van de Ven & Poole, 1995), which accords with lean internationalisation.
The process narrative itself is typified by five features (Pentland, 1999): sequence in
time, whereby the narrative has a coherent beginning, middle and end; the presence of
focal actors; an identifiable narrative force with an identifiable point of view; an
evaluative frame of reference mediated by understanding and judgement; and
contextualisation, which provides the information necessary for deeper interpretation
and significance recognition. All five features are fulfilled within this particular
research endeavour, with sequence in time reflected by the start of the Asian Business
Engagement Plan, the various activities and milestones to the end of the current funding
grant arrangement. The focal actors are the HunterNet organisation, its members, the
academic–consultant researchers and Chinese counterparts. The identifiable narrative
force in cooperation with HunterNet management is reflected by the academic consultant action researchers. The evaluative frame of reference reflects the successes,
challenges and failures of the project, with contextualisation provided by the AR
strategy deeply embedded in the process. Rather than simply reporting the story, the
actors enact the story in terms of symbolic interactionism, which provides legitimacy
and accountability for the various actions. The story becomes contextualised and shapes
rather than reflects the narrative. In terms of building theory, the narrative process seeks
to identify antecedents and consequences by highlighting sequential patterns that
provide an explanation (theory) in regard to the conditions involved in initialising the
process and the consequences achieved through the process (Einhorn & Hogarth, 1986).
HunterNet’s lean internationalisation process story illustrating the various key levels of
narrative structure at work is shown in Figure 6.1.
Text reflects the actual text of the interviews and internal documents, whereas the story
level represents the actor’s particular version of the process and provides the thick
description necessary for rich and deep data. Further, it provides context for the fabula,
as represented by the internal documentation of the internationalisation process as it
unfolds.
The generating mechanisms, in terms of enablers and constraints, are conceptualised
using Lewin’s force field analysis to showcase forces for and against
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internationalisation, such as the constraints on achieving satisfactory internationalisation
goal attainment.
Figure 6.1: Levels of structure in narrative adapted from Pentland (1999)

Participant
stories

Level

Definition

Example

Text

Particular telling of a story
by a specific narrator

Actual text of an
actor’s story

Story

Version of a fabula from a
specific point of view

An actor’s own
version of how the
ABE project
unfolded

Fabula

Generic description of a
particular set of events and
their relationships

How the ABE
project occurred
longitudinally
What happened, who
did what

Generating
mechanisms

Underlying structures that
enable or constrain the
fabula

Overall
internationalisation
process

Researcher
stories

It is important to explore the different levels and their linkages in-depth because the
data are surface manifestations made up of observations and actions, whereas
explanations of the process lie in the deep structure level, such as those reflected by the
generating mechanisms, which basically reflect the driving forces of the process (Van
de Ven & Poole, 1995).
An explanation by empirical observation alone (surface structure) is difficult to justify
and requires contextualisation (deep structure) to place the process in its unique
situation using triangulation for qualitative confirmation to create an underlying and
coherent recurrent process pattern (Pettigrew, 1990).

6.7 Data Collection Methods
Data collection employs a combination of processual mapping, qualitative interviews
and insider–participant observations to provide a source of triangulation (Eisenhardt,
1989). Processual mapping has been applied to internal reporting documentation (a
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roadmap or guide of the processes involved) to flesh out the various connections made
within the AAR framework, with the in situ interviews providing context within the
framework.
6.7.1 Secondary data
The HunterNet business cooperative, as the focal organisational actor in carrying out the
internationalisation project provided access to all confidential and public files, reports,
media releases and meeting minutes relevant to the project. Although some of these
sources are descriptive and are thus secondary, many of the documents can be regarded
as de facto primary sources because they go beyond description and capture running
commentaries, perceptions and quotations regarding the key events, resource ties and
actor bonds from primary project protagonists. This is particularly the case in the annual
milestone reports to the main resource sponsor Austrade; thus, they act as the ‘voice’ of
the narrative as it unfolds. From these documents, processual mapping was constructed.
Secondary data sources have been regarded as a key method in data collection,
consistent with case study methodology (Denzin & Lincoln, 2003b; Stake, 2005),
process theory (Pentland, 1999) and the critical realism paradigm (Easton, 2010).
6.7.2 Interviews
Depth face-to-face semi-structured interviews were conducted with the main HunterNet
actors involved in the project. Semi-structured interviews were a primary method of
data collection alongside secondary data and allowed the researcher to use open-ended
questions (R. K. Yin, 2009). The interviews could be characterised as intensive rather
than extensive and were formally classified as depth rather than in-depth interviews.
The former tend to be a one-off occurrence, whereas in-depth interviews include a
series of follow-up interviews (Johnstone, 2017). In reality, given the nature of the
insider–participant relationship of the researcher that was gained via the AR process, the
interviews could be regarded as in-depth because the researcher discussed the project
informally with the main actors in many follow-up situations, including annual
cooperative meetings and workshops.
The interviews were taped and generally lasted for approximately one hour. The key
was to delve deeply to build an extensive understanding and to incorporate collection
and analysis concurrently as the ideas and concepts emerged from the data (Piekkari et
137

al., 2009). Consistent with the critical realism paradigm, the interview format sought to
gain a first-person experiential description regarding the internationalisation process
(Danemark et al., 2001). The direction of the dialogue was primarily driven by the
participant within a semi-structured protocol set by the researcher (R. K. Yin, 2009).
Dialogue was presumed to be circular around the topic, with the interviewer’s questions
reacting to the flow of the conversation rather than following a predetermined path. The
objective was to deliver a conversation with a purpose rather than a question-andanswer session. In practice, the interviews started with what McCracken (1988) called
‘grand tour’ questions, which were general questions aimed at creating rapport
(McCracken, 1988). Predetermined questions were used as ‘fillers’ when gaps in the
discourse occurred. These particular questions or probes were aimed at explicating an
experiential description rather than confirming a priori expectations or theoretical
hypotheses.
The focus is on eliciting experience rather than abstraction, which necessitates the
careful selection of the probe questions. In essence, the interviewer’s role is as a nondirective listener who sets the context in which both the researcher and the participant
are considered equals and grounded experiences are freely discussed. This is consistent
with the qualitative approach and inherent inductive rationale (Bryman & Bell, 2011).
6.7.3 Observations
Observation is the process of collecting data that tend to be less formal and obtrusive
than interviewing, and it may involve contact or no contact with the individuals being
observed. The process provides ongoing broader contextualisation to extend the
narrative sourced from the interviews (Eriksson & Kovalainen, 2008; Merriam &
Tisdell, 2016; Myers, 2013).
Given the methodology used, a longitudinal case study, AR and process theory,
participant observation over the life of the project has been both salient and important in
achieving the contextualisation of the narrative story as it has unfolded. In this instance,
observation has meant being able to observe the many interactions of the principle
cooperative actors with their members, resource sponsors such as Austrade and the
particular guest speakers at the numerous workshops and meetings conducted over the
period of the project. These conditions have allowed the researcher to go beyond
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informal observation to apply ethnographic techniques in the field. These techniques
have been based on immersion ethnography whereby the researcher attempts to become
‘one with the social group’ under study to derive meaning and understanding from the
various social structures and behaviours on show, complemented by instrumental
conversations carried out with the principal actors (Gobo, 2008; Madden, 2010).

6.8 Sampling frame
Purposive sampling was used to identify the particular case under investigation (Denzin
& Lincoln, 2003a) by relying on the researcher’s judgement that the case was
particularly relevant to the research questions (Symon & Cassell, 2012). It will provide
sufficient informative data as the basis for the analysis (Merriam & Tisdell, 2016).
In terms of a single case study methodology, HunterNet was chosen because few if any
other Australian cooperatives are currently involved in internationalisation processes.
Further, full access to the cooperative was limited to the researchers, primarily informed
by geographic proximity and previous relationships already established between the
cooperative’s principal actors and the academic researchers.
The single case also provides a rationale for selecting individual participants for the
interviews and ethnographic observations. In this instance, the key individuals for the
interviews consisted of the two cooperative project managers who were actively
involved in the tactical side of the project, the academic–consultant–researcher whose
function includes the strategic domain for the project and one of the Chinese student
market research employees whose function was to provide input on marketing
perspectives that were particularly relevant to building and sustaining cross-border
relationships and cultural issues. The rationale for these choices was related to the
limitation of potential participants from the focal organisation (only five full-time staff),
and those who were chosen to cover most areas across the project.
6.8.1 Triangulation
Denzin and Lincoln (2003) assert that triangulation plays an important role in research
design and identify four basic types of triangulation: data triangulation, investigator
triangulation, methodological triangulation and theory triangulation. The overall
purpose of triangulation is to provide a deeper and broader understanding of the dataset
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and to set the template for creating validity or trustworthiness in the interpretation of the
data, which is particularly appropriate in qualitative analysis.
Three types of triangulation were used in this study. Data triangulation involves the use
of differing sources of data in the study—in this case, secondary data, interviews and
observations. Investigator triangulation involves the primary author conducting the data
collection and analysis with the other academic–consultant overseeing and checking the
data. Theory triangulation is employed in the analysis process to use multiple
perspectives in interpreting the data. The overall aim was to carefully review the data
collected to obtain a more accurate estimate of the phenomenon being studied (OliverHoyo & Allen, 2006) thereby invoking the notion that different kinds of complementary
data can be acquired in the collection process (Gill & Johnson, 2010). In particular, the
critical realism paradigm encourages triangulation as a technique to broaden the
approach in uncovering the multi-stratified layers of reality assumed to operate within
the paradigm (Dooley, 2002).

6.9 Limitations
Most research focuses on creating conclusions that provide generalisable claims; thus,
examining the validity of such claims is fundamental for all social science endeavours
(Danemark et al., 2001). However, the focus on generalisability may have different
meanings depending on the paradigm used. From a philosophical point of view,
positivism, for example, uses deductive reasoning to test the theory for generalisation
from the sample to relevant populations, whereas constructivism attempts to employ
induction from the data to create new theories that can later be tested for validity.
However, in critical realism, the focus is on studying demi-regularities through
abduction rather than universal regularities (generalisations), with the purpose of
unearthing causal mechanisms of reality that provide emergent tendencies relating to
these mechanisms that can be inferred across contexts. In essence, the process is to
‘discover’ underlying causal mechanisms between social structures that may explain
phenomena and similar ones involving multiple perspectives rather than either
generalisable theory-testing or creation (Easton, 2010; A. Fletcher, 2017). Thus, the
credibility and critique of this research should be filtered through this perspective.
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In terms of the chosen research design, qualitative research has been criticised,
primarily by positivism advocates, for being too subjective and an over-reliance on the
researcher’s own perceptions and unsystemic views concerning the importance and
relevance of the findings. Stemming from perceived subjectivism, qualitative research is
considered difficult to replicate and has inherent problems relating to generalisability
and a lack of transparency (Bryman & Bell, 2011).
To ameliorate these concerns, trustworthiness and authenticity have been proposed as
equivalent terms for the quantitative validity marker specific to qualitative research.
These terms relate to four criterion: credibility, transferability, dependability and
confirmability (Guba & Lincoln, 1994). These criteria presuppose that the operating
paradigm is constructivism, with the aim of inductive theory-generation, which is not
the aim of the study, particularly in terms of transferability. To address the other criteria
of credibility and dependability, triangulation of the dataset using different methods
aims to increase the credibility and dependability of the findings. Confirmability of the
interpretation on what was ‘actually’ meant by the participants was addressed by
carefully going through the transcripts of the interview with the relevant interviewee
and, importantly, providing a copy of the conference paper that resulted midway
through the research for a critique from the principal actors involved (Kriz & Collins,
2015).
Case study research has been criticised for primarily generalisability reasons, and critics
argue that it is only useful for exploratory research because it depends too much on the
researcher’s interpretations, which are considered too subjective (Flyvbjerg, 2006). In
this case, generalisability is not the aim of the study, and the research is exploratory in
nature.
Flyvbjerg (2006) lists five criticisms:
“1: General, theoretical (context-independent) knowledge is more valuable than
concrete, practical (context-dependent) knowledge.
2: One cannot generalize on the basis of an individual case; therefore, the case study
cannot contribute to scientific development.
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3: The case study is most useful for generating hypotheses; that is in the first stage of a
total research process, whereas other methods are more suitable for hypotheses testing
and theory building.
4: The case study contains a bias toward verification that is a tendency to confirm the
researcher’s preconceived notions.
5: It is often difficult to summarize and develop general propositions and theories on
the basis of specific case studies” (Flyvbjerg 2006 p221).
From a critical realist perspective these criticisms relate to positivist paradigm
assumptions with the author providing critique that discounts these assumptions when
the researcher’s aims are to create in-depth context dependent rich data, and not
generate universal generalisations that can be hypothetically tested. It is a matter of the
researcher’s own view regarding ontology and epistemology.
With regard to subjective bias, where there is an assumption that quantitative research
has more rigour than qualitative, Flyvbjerg (2006) contends that case study research has
its own rigour, just as strict as quantitative, such as presented by Guba and Lincoln
(1994) relating to credibility, transferability, dependability and confirmability; and its
advantage lies in delving deep in naturalistic situations as they unfold in practice.
Action research, a primary method used for this research, also has been criticised for a
lack of objectivity as the researcher is not independent to the phenomenon and its actors
are not at ‘arms-length’, rather playing a role as an active insider-participant in the
unfolding narrative (Bartunek, 2008). A more interesting criticism is that action
research does not produce scientific results that contribute to the general body of social
science knowledge, rather producing good stories that lack trustworthiness and critical
scientific reflection, and should be relegated to consultant practice (Levin, 2012). The
criticism raises the dialectic of rigour versus relevance, whereby the former is
paramount in credible scientific research and the latter just a ‘nice’ accessory to occur.
This has led to a focus on reducing complexity to single variables discounting the
richness and interdependencies inherent in social systems (Ottosson & Bjork, 2004),
which is not consistent with action research’s primary goal which is to address practical
problems with practical solutions predicated in most instances on complex interrelated
and interconnected social relationships (Arieli, Friedman, & Agbaria, 2009).
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Separating the researcher from the research domain places unnecessary barriers to
achieve a deep understanding of the phenomenon under investigation so as to provide
solutions to complex problems, with the emphasis on rigour delivering potential ‘so
what’ results (Flyvbjerg & Sampson, 2011). Indeed it is argued that action research can
improve research validity through the process of participant and researcher combinant
learning, iteration and reflection (Eikeland, 2006).
Invoking the concept of bildung: the alignment of professional knowledge, ethical
standards and practice to human values, Levin (2012) emphasises the need for action
researchers to separate the process involvement from the reflection process, so as to
build integrity (rigour) into a given action research project. The author nominates five
criteria reflecting integrity that should be addressed in concrete terms. Research
partnering, predicated on reflexivity, allows for more holistic diverse reflection before
interpretations of the data are made; this process also ameliorates inherent researcher
bias combining with an explication of these biases throughout the process; the use of
structured and standardised methods related to the particular research design paradigm:
the development of alternative explanations for creating a critical distance for the
researchers; and the application of Guba and Lincoln’s (1994) trustworthiness factors.
The academic-researchers in this particular study have endeavoured to meet these five
factors so as to vouchsafe the trustworthiness of the research findings and conclusions,
however it must be noted that a major limitation has been placed on the proposed
research by investigating only the HunterNet principal actors and as they perceive the
situation and process, within one single case. Other potential sample frames, such as the
HunterNet members and Chinese counterparts have not been included due to budget,
time and manageability constraints. It is hoped in follow up studies to accomplish these
other sampling frames. Thus the limitation underpins the research in the sense that it
only accesses HunterNet’s point of view and perspectives, and particularly given the
action research strategy, the interpretation of the qualitative data is subjective although
care has been taken to minimize any researcher-insider bias.
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6.10 Ethics
The researcher ensured that the research was conducted in accordance with the
University’s ethical guidelines, and ethics clearance was obtained (reference H-20150214). Concerns of harm to participants, the assumption of anonymity, and data
management (Bryman & Bell, 2011) were addressed with all participants informed of
their rights concerning privacy, confidentiality, and informed consent (Zikmund, Babin,
Carr, & Griffin, 2013).

6.11 Data Analysis
The process of data analysis attempts to answer the research questions by making sense
out of data set (Merriam & Tisdell, 2016) and in terms of qualitative research involves
categorising the data so as to first understand and then provide meaning (Saldana,
2014).
The critical realist approach to data analysis differs to the traditional deductive
(positivist) and inductive (constructivist) logic focusing on abduction and retroduction
as illustrated in the critical realist research spiral (Ryan et al., 2012) as presented in
figure 3. The process moves from data to theory, theory to data and back again in a
continuous and iterative interplay, in seeking emerging themes that can be used to
describe and explain causal mechanisms underlying the events, structures and
generative mechanisms assumed under critical realism philosophy (Danemark et al.,
2001). Thus the data grounds the movement in and out of more general and abstract
explanations of the phenomena (Ryan et al., 2012). Although iterative the four tasks of
designing, investigating, analysing and explaining are sequential, however overlap as
the process of analysing and explaining is occurring concurrently with the other tasks by
default with the spiral effect allowing for an ongoing accumulation of knowledge
updating and refining the analytics and explanations (Dubois & Gadde, 2002).
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Figure 6.2: The critical realist research spiral

Source: adapted critical realist research spiral Ryan et al (2012) p 303.

The term systematic combining has been coined to characterise this process of moving
back and forth between empirical observation and theory, developed specifically for the
abductive frame of inference, and characterised by being non-linear and path-dependent
combination of efforts so as to match theory with reality. Matching in essence combines
theory, data and analysis in one process (Dubois & Gadde, 2014).
Before outlining the coding process associated with abduction, it is timely to reiterate
that the purpose of critical realist research is to unearth the causal mechanisms or
explanations of the observed events. And although critical realism assumes that reality
is socially constructed, there are stratifications that may or may not be able to be
observed. Hence observation is fallible and is unlikely to reveal the truth on any social
situation, particularly with regard to causal mechanisms affecting events that operate
within the domains that can only be inferred (Easton, 2010). Thus it is essential that
critical realist researchers apply a multitude of different theoretical lens so as to best
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approximate the ‘total’ reality of a given social phenomenon (Woodside, Pattinson, &
Miller, 2005). To achieve this, critical realism is relatively inclusive in which research
methods to use, however the choice of preferred method depends on what is being
investigated and what the researcher wishes to learn (Sayer, 2000).
Once explanations have been ‘retroduced’ and evaluated via the differing theoretical
lenses, judgemental rationality is used to determine a reasoned, albeit provisional,
understanding of the phenomenon’s objective reality. This understanding has been
termed aletheia, reflecting ‘unconcealedness’ derived from Ancient Greek philosophy
and in contemporary times, representing the ontologically revealed and coherent world
as interpreted by humans and in this case the research community (Archer, Collier, &
Porpora, 2004).
Critical realism’s emphasis on causation is diagrammatised in Figure 6.3.

Figure 6.3: Critical realist view of causation

Source: Critical realist view of causation (Sayer, 2000, p. 15)
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Putting the research spiral into practice first seeks to identify demi-regularities or
pattern tendencies not universal laws within the data to shine a light on the empirical
level of reality (Danemark et al., 2001). To achieve demi-regularity identification
effective qualitative data coding is used (A. Fletcher, 2017) and in this study framed by
the AAR framework consistent with the industrial marketing domain and its associated
complex social networks and relationships (Snehota & Håkansson, 1995). In signifying
the adopted codes, thematic analysis has been employed to systematically, identify,
organise and offer insight into the emerging demi-regularities or themes within the data
set (Braun & Clarke, 2006).
This approach offers flexibility and accessibility allowing for links to be formed with
broader conceptualisations, in contrast to inductive reasoning that remains exclusively
bounded to the content of the data itself, and deductive reasoning which determines its
codes from a priori concepts and theories that address the data (Braun, Clarke,
Hayfield, & Terry, 2019). Directed coding (Hsieh & Shannon, 2005) was initially used
as a template informed by existing theory and literature, followed by higher order recoding as the emerging demi-regularities came to light through the matching process.
The demi-regularity codes were further nuanced iteratively, re-combined and
synthesised to produce an emergent conceptual map, with the process metaphorically
akin to active thought experimentation (A. Hart, New, & Freeman, 2004).
Coding map illustrations: tables 1 and 2 (emergent and consistent with critical realisms’
movement from data to theory, theory to data, and data to theory iterations to
saturation).
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Table 6.1: Coding map 1
Activity links
Events

Resource Ties
Entity/objects/structures

Actor Bonds
Entities/objects/structures

Trade missions
Meetings, Workshops,
Environmental scanning,
Planning, Conference
paper preparation, local
mining environment
changes, pivots
Themes

Financial, Knowledge, Human
resources: including insider
academics and specialist
researchers), local membership
customer ties, targeted markets

Government bodies,
Chinese counterparts
(coops and companies),
HunterNet members,
academics, other
institutional bodies (eg
Fraunhofer Institute)
Relationships,
relationship-building,
meeting, visiting,
banqueting, dining

Boom and bust, recession,
unemployment, funding, sharing,
exchanging, gaining, sharing,
barriers, experience, reflection,
learning, motivation, behaviours,
sharing, cultural, cultural
differences, opportunities, teambuilding, strategy and tactics
changes

Table 6.2: Coding map 2
Outcomes and non-outcomes
(demi-regularities)
MOU’s, Grant renewals,
ongoing relationships, sales,
increased experience and
increases cultural
understanding

Referent theory and concepts associated with causal
mechanisms
Lean internationalisation, cultural intelligence, absorptive
capacity, knowledge creation and exchange (Nonaka’s
SECI model), internal and external stickiness, bricolage,
effectuation theory, dominant logics

The process of abductive inference was then applied to the idenfied key demiregularities, which involved re-describing the data using theory, where significant
events, for instance, are interpreted through a framework of coherent and interrelated
concepts (Danemark et al., 2001). The rationale for this process is to extend thick
description to an increased level of theoretical engagement.
Retroduction was then applied to examine the potential causal mechanisms at work and
the prevailing contexts. In this instance, retroduction was used to elicit the underlying
causal mechanisms to explain the various events, non-events and outcomes of the
research project. In essence, this stage moves from description to causality focused on
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not only what happened, but what did not happen and what could happen, so as to
understand the underlying mechanisms that have generated the emergent set of
relationships between the various entities and structures (Ryan et al., 2012). In this
sense, the process is flexible as existing theories and inductive insights from the data
can both lead to causal mechanisms.
As discussed above, judgemental rationalism was applied to proffer the ‘best-fit’ causal
mechanism to underscore the research’s conclusions. Wary of generalisation limitations
of the paradigm, logical causal explanation can then provide the template in developing
theory beyond this particular case. Maybe this provides more substance to Yin’s (1989)
rather cryptic remark regarding case study analysis that it can be generalised to
theoretical propositions but not to populations: analytical generalisation rather than
statistical generalisation (R. Yin, 1989).

6.12 Conclusion
The purpose of this study is to study a phenomenon in-depth so as to generate causal
inferences to explain the unfolding events and outcomes, which can provide indications
or tendencies for future similar endeavours, consistent with the critical realism
paradigm. A case study approach has been adopted, incorporating action research and
process theory, to achieve the study’s purpose. Having provided the methodological
rationale, the next chapter conducting exploratory research on the internationalisation
project undertaken by the HunterNet Cooperative.
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Chapter 7: Lean Internationalisation: Lessons from Linking
an Australian Cooperative with Potential International
Partners: ‘The Power of Many’
The kick-starting of new ventures is receiving increasing attention. It is a difficult
exercise with substantive failure rates. Further, broader initiatives such as stimulating
clusters have difficulty starting and then sustaining activities. However, clusters are
considered an increasingly powerful force in regional districts. These geographic
agglomerations and combinations of enterprises are growth engines for multiple entities.
Notably, literature is now talking about combining clusters across international
boundaries; however, this adds complexity to essential systems such as knowledge
exchange, which is challenging enough within firms without adding such complex
cross-cultural dynamics. In the context of ‘lean internationalisation’, this paper provides
the conceptual platform that will underscore a program of research investigating an
Australian mining and manufacturing cooperative and its representative members (part
of a broader cluster in Australia) in their efforts to attract mutually ongoing business
and R&D opportunities in China and other Asian destinations. Stimulating cross-border
trade is not new; however, investigating how a cooperative as part of a cluster helps
internationalise its members to a market such as China is novel, under-researched and
increasingly important. Participants’ reflections and reports of successes and failures as
this process unfolds may add to the body of knowledge. The program is expected to fill
an important gap in understanding knowledge exchange, cultural exchange and its
implications for succeeding in China and in Asia in general.

7.1 Introduction
Having previously outlined and justified the relevant methodology, this chapter
describes an empirical study using process theory on an internationalisation new venture
carried out by the Hunter region of Australia’s business cooperative and its members to
Asia. The empirical research puts into practice the key concepts and theories introduced
throughout the thesis’s previous chapters: to explore in-depth their interconnections,
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influences, generating and constraining mechanisms, and to proffer lessons learned for
future internationalisation ventures.
The research was stimulated from a project that commenced in 2013 based on an
Australian Government initiative called the Asian Century Business Engagement
(ACBE) plan. HunterNet, the recipient of the funded initiative, is acknowledged as the
most successful manufacturing cooperative in Australia. The cooperative operates in the
Hunter region of New South Wales (NSW) and grew out of adversity after a major
decline in manufacturing and the closure of BHP in the Newcastle area (O. Walker et
al., 2015). HunterNet (incorporated in 1992) has become a catalyst for bottom-up
change and has grown to involve more than 170 members and partner organisations. It
focuses on manufacturing, mining and engineering in a cross-section of industries
including defence, and although it has been described by some agencies as a cluster, it is
in reality a manufacturing cooperative that fits within the broader Hunter regional
cluster (Zeitlin, 2008). The ACBE plan was considered an appropriate strategic
endeavour to increase cross-border trade with SMEs. Australian regions lag in
internationalisation on this level, and the Hunter region and HunterNet were
acknowledged to be an appropriate location and entity for such an intervention. This
endeavour was timely because the mining sector was about to confront a major decline
in global activity. A program was developed that acknowledged that the process of
change would be slow and that linkages to Chinese companies would take time to
develop.
The overall research is longitudinal, but the purpose of this paper is to lay the
theoretical and conceptual groundwork for building theory around cross-border
engagement within the lean entrepreneurship paradigm. The unit of analysis is
predominantly enterprise level; however, it will also incorporate both the interpersonal
dyadic and the broader cooperative levels involved in the program of research. The
chapter draws on a range of theories, including lean entrepreneurship (Ries, 2011),
knowledge exchange (Cohen & Levinthal, 1990; Szulanski, 1996), CQ (Van Dyne et
al., 2012), cluster theory (Porter, 1998), open innovation (Chesbrough et al., 2006) and
emerging studies on networks of international clusters (J. S. Engel & I. del-Palacio,
2011). The focus is how ideas and knowledge (both tacit and explicit) are successfully
exchanged, enacting, in essence, Nonaka and Konno’s SECI model whereby knowledge
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is recombined to provide a pathway for effective exchange between the participant
actors (Nonaka & Konno, 1998). These are essential elements in innovation and R&D,
which is a major attraction for China.
A key lens for observing such exchanges and their respective behaviours in generating
successful relationships is the AAR framework (Snehota & Håkansson, 1995), which is
widely used in the business-to-business arena. Snehota and Håkansson identify that
business relationships between two enterprises requires mutual dyadic agreement and
co-alignment. These relationships develop and prosper based on the way the two parties
continue to interact. In broader environments, Engel and del-Palacio (2009), in
discussing mutually developing international clusters of innovation, draw heavily on
social exchange in discussing ties and what they describe as covalent bonding (deep
bonds between international clusters).
In this instance, the Sino-Western-adapted AAR framework (Collins & Kriz, 2014) will
be employed to extend Snehota and Håkansson’s original conceptualisation of actor
bonds as organisational only (Snehota & Håkansson, 1995) to also incorporate
individual actor bonds. The rationale is that the adaptation captures a more realistic
picture of the Chinese ‘ways of doing business’. Collins and Kriz (2013) highlight how
actor bonds in the AAR can be reconciled between China and Australia by adding
individual ties rather than simply firm ties. Kriz and Collins (2014) further highlight
that an emic or within-culture view using CQ parameters may help overcome and
reduce some of the cultural constraints encountered when conducting international
business. They argue that enterprises can increase their chance of success by focusing
more deeply on an integrated etic/emic understanding of cultural variations and a
region-to-region understanding of cultural variations. Choosing the ‘right’ people with
appropriate CQ for international assignments is the key. Other researchers (Plewa et al.,
2005) have similarly examined actor bonds in relationship settings such as University–
industry exchange and identified stages including establishment, engagement and
advancement.
The application of the AAR framework allows for a broader perspective than simply
focusing on actor bonds. Contemporary knowledge management, innovation and crosscultural theory can be integrated into the AAR framework to provide a comprehensive
conceptual framework for reporting on the program of research, with the respective
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AAR providing a more holistic interpretation of the overall parameters being observed
between Australia and China. The aim is to build on the AAR framework to assess the
Australian cooperative and participants’ engagement with their Chinese counterparts in
developing sustainable relationships. The derived conceptual framework should be
advantageous in interpreting more efficacious approaches as well as evaluating the
applicability of the AAR framework.
The processes and outcomes that will be reported in the research have the potential to
provide rich data and inform theory, practice and policy-makers. The chapter reports the
findings thus far and provides key insights from the perspective of the cooperative and
Australian participants. The longitudinal nature of the research means that many of the
initial findings are still preliminary.

7.2 Regional Context
The Hunter region’s contribution to the NSW economy is significant. It is the state’s
largest regional contributor to gross state product, contributing $38.5 billion to gross
regional product (GRP) and representing 28% of regional NSW’s total GRP in 2013.
The region’s major industry sectors include mining and energy resources,
manufacturing, defence, transport and logistics, and wine and associated tourism
sectors, which are recognised as key drivers in the state’s economy. The region’s main
urban centre, Greater Newcastle, is home to approximately 541,950 people and is the
nation’s seventh largest city. The Port of Newcastle, one of Australia’s largest ports,
supports the region’s thriving resource industry, particularly coal, which is the largest
export product in NSW (Hunter Regional profile February 2015,
http://www.industry.nsw.gov.au/invest-in-nsw/regional-opportunities/hunter).
Since 2013, the Hunter region has suffered a significant economic downturn. This is
reflected in the region’s unemployment rate, which surpassed both the NSW and
national averages, peaking at a 15-year high of one-in-ten people unemployed in March
2015. The NSW unemployment rate was 5.6% in May 2015, whereas the
unemployment rate for the Hunter region was 9.1% and youth unemployment (15–24
year olds) was 16.6% (HRF June 2015). Although the Hunter’s mining and
manufacturing sectors’ share of employment is only 15.5%, the share of economic value
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to the region is relatively large (34%) because of the capital-intensive nature of the
industries. Assuming that the situation in these industries will not improve in the
foreseeable future, a transition to services-based employment is likely to lead to lower
overall regional wealth because the value-add across the services sector is relatively low
because of its higher labour intensity. This transition is already occurring because of the
end of the mining investment boom (HRF 6 May 2015).
The Hunter mining and manufacturing sectors possess individual firms whose annual
turnovers easily exceed those of other business sectors such as services and agriculture.
In the case of mining, 25% of firms have a turnover of more than $2 million. In
contrast, while most of the Hunter’s manufacturers are SMEs in machinery and
equipment manufacturing, as well as primary metal and product manufacturing sectors,
only 18% have turnover exceeding $2 million. From an international perspective, the
Hunter mining and manufacturing sectors are the most trade-exposed industries in the
region, with exports and imports representing approximately 190% of output in each
industry (HRF 6 May 2015).
Consistent with global trends at the time, the mining sector’s boom had declined across
the board, with less investment and decreasing demand from major customers and
associated falling iron ore and coal prices. The manufacturing sector had been
challenged by a ‘perfect storm’ initiated by the global financial crisis, which
encompassed decreasing domestic demand and the demise of the resources cycle
(especially pertinent for mining and resource-dependent regions such as the Hunter),
coupled with increasing competition, particularly from emerging economies, the
strength of the Australian dollar, rising energy costs and poor productivity.
Concurrently, the region’s links to global value chains are weak, not because of
decreasing volumes of exports, but because of the concentration of commodity-based
minerals and fuels (HRF May 6 2015).
Although signs of improvement have occurred nationally, with increased growth and a
rise in employment in non-mining sectors, recovery in the Hunter region has been weak
because of its exposure to the mining and manufacturing sectors, and employment
increases reflect the transition to the services sector and construction industries. A
number of local firms have indicated that staff hire expectations have increased. The
major barrier to improved performance has been depressed sales and a lack of financial
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resources to invest in innovation to move beyond the current commodity-based
economy and create value-added products and services (HRF June 2015).
The latter constraint is particularly significant, and research carried out by the Hunter
Research Foundation Centre (Bill, McLeod, & Williams, 2015) indicates that future
success for the region’s manufacturing sector is predicated on firms’ abilities to
compete on innovation, particularly value-adding services to their manufactured
products and reorientating their predominately local market focus to international
market development such as in China and other Asian markets. Opportunities would be
limited to specific niche markets because of the prevalence of SMEs with fewer
economies of scale and a modus operandi of operating in small markets. The research
also identifies a lack of innovation-readiness, particularly in regard to
internationalisation, including challenges to commercialise and market product
innovations, few well-thought-out business models, a lack of customer experience and
knowledge, and access to supply chains at the top of their innovation priorities.
Most reported innovation success stories are related to internally driven process
innovations to increase efficiencies and offset the cost of wages. A constraining factor
on product innovation is perceived risk, and innovation funding (with associated R&D,
competencies and equipment costs) is a drain on sustained cash flows, moving from
one-off customised products to the expansion of a fully commercialised market product.
Most participants in Bill et al.’s (2015) study agreed that collaboration with local
business networks such as HunterNet and Austrade was important as conduits to
identifying and gaining access to new markets such as China (Bill et al., 2015).
Synchrony between local business needs and access to the government-funded ACBE
project has created opportunities for HunterNet to forge long-term and valuable
relationships with their counterparts in China and elsewhere, and to gain access to
potential new international customers.
The Hunter region can be classified as a “medium-sized region … characterized as
organizationally thick and specialized having a limited collection of R&D and
educational institutions, a strong cluster in one or a few industrial sectors and a
specialized workforce with regard to the region’s specific knowledge base” (Brekke,
2015, p. 203). These regions are particularly vulnerable to industry discontinuities that
drive local industry decline and path exhaustion, and that lack knowledge and industry
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diversity and associated institutional support mechanisms to deliver new regional
pathways. Anecdotally, the Hunter region’s historic path dependency relates to the
area’s strong social embeddedness and is reflected in the identity and business values
‘of how things are done in the Hunter’, which accords with Huggins and Thompson’s
(2014) overarching or dominant logics resident in community cultures.
This previously meant that most local SMEs are locally focused on business in a
‘spider-web’ configuration whereby local firms supply the few major large corporations
found in the region. In essence, strong local ties create strong relatedness between firms
and accentuate the development of a distinct knowledge base reflecting cognitive,
social, institutional, organisational and geographic proximity (Brekke, 2015). This is
particularly prevalent within the local mining and manufacturing sectors. As Huggins
and Thompson (2014) point out, possessing a strong community culture may not lead to
a stronger economy, particularly when the environment changes as a result of insider–
outsider problems that reflect a focus on community member trust rather than the
generalised trust needed for accessing external knowledge bases and regional
development. One of the findings of Brekke’s study suggests that within a specialised
medium-sized region such as the Hunter, continuity of the local path dependence is
common, even in the face of adversity, rather than creating new pathways such as
finding new markets. Brekke’s (2015) explanation primarily lies with “unrelated
technology and core business activity caused by increasing cognitive distance, as well
as a lack of interactive learning, and limited variety of industrial sectors and supporting
organizations, which lead to fragmentation of the regional production system” (p. 204),
which characterises the Hunter.
A major challenge that HunterNet faces as the leading cooperative is recalibrating the
local dominant logics from inward-looking to the acceptance of potential opportunities
sourced from external relationships. A key signifier of this challenge is the major
concern within local industry that dealing with Chinese firms and networks will only
lead to their IP being copied rather than gaining valuable new revenue. Notwithstanding
the challenges of historic path dependency and extant dominant logics, HunterNet
accepts the notion that regions that combine local interactive learning with global
knowledge channels seem to do well and become more dynamic as they gain access to
valuable knowledge found outside the region (Brekke, 2015).
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7.3 Theoretical Context
The internationalisation process as described in the seminal Uppsala model (Johanson &
Wiedersheim-Paul, 1975) indicates that firms operate in their domestic markets and
then start by exporting into well-known marketplaces with similar business practices to
their own. The process is predicated on gradual internationalisation encompassing
incremental decision-making to overcome major barriers such as a lack of knowledge
and capital resources. Perceived risk is minimised. In simple terms, the model focuses
on internationalisation as a process rather than explaining the rationale behind ‘why
internationalise?’ The model postulates an internationalisation pattern featuring the
incremental establishment of a chain of operational modes and market selection based
on psychic distance to domestic marketplace (Welch, Nummela, & Liesche, 2016) and
assumes that this incremental step-by-step process has two advantages over ‘born
global’ firms that internationalise in many markets simultaneously. First, economies of
scale relating to knowledge can be leveraged from the learning process of sequential
entry. Second, invoking the ‘Penrose effect’, simultaneous entries will exhaust the
firm’s available resources. However, countering this argument and advocating
simultaneous new market entries relies on technological innovations that firms can
exploit as ‘first market-movers’ before any competitors can react (Buckley & Chapman,
1997).
In a later update of the model, the authors admit that the original model was
rudimentary because it had only a basic understanding of international market
complexities and, through rapid globalisation, economic and regulatory environments
have changed dramatically (Johanson & Vahlne, 2009). Premium is now focused on
business networks providing quicker access to new knowledge regarding new
marketplaces. This was previously assumed to be a lengthy and individual firm learning
experience as they committed to international markets. Knowledge can now be gleaned
through firm business networks consisting of client customers, suppliers, strategic
alliances and competitors already located in attractive international markets. Value is
placed on the size of the network and the level of trust one holds within the network.
Johanson and Vahlne (2009) differentiate between ‘insidership’, whereby high levels of
trust are current with consequent knowledge sharing activities, and ‘outsidership’,
whereby the firm cannot leverage sufficient relationship capital in its
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internationalisation process. Concomitantly, the opportunity horizon of potential new
markets increases as the international business network increases (Welch et al., 2016).
In essence, this approach to internationalisation accords with the market development
strategy for growth inherent in Ansoff’s product/market matrix model (Ansoff, 1988)
which is favoured by large companies to exploit current products in new marketplaces.
International entrepreneurship is another approach to internationalisation that, from
start-up, focuses on opportunity recognition and exploitation and is directly related to
innovative goods and services rather than existing product offerings. International
entrepreneurship is defined as “a combination of innovative, proactive and risk-seeking
behaviour that crosses national borders and is intended to create value in organisations”
(Jones & Coviello, 2005, p. 284). These entrepreneurial attributes aggregate to form an
entrepreneurial orientation (Covin & Slevin, 1989). The application of this orientation is
to pursue opportunity and competitive advantage simultaneously (Autio, 2017). These
entrepreneurial opportunities involve the introduction of new goods and services and
new business models that differ from the ‘traditional’ opportunity set founded on
existing products and efficiency gains (Shane & Venkataraman, 2000).
Figure 7.1: Conceptualisation of the strategic management of entrepreneurship
adapted from (Kourilsky, 1995; Mazzarol, 2005) for this research.
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As shown in Figure 7.1, reinforcing opportunity recognition involves gaining the
requisite resources and building capabilities that are also fundamental to the process. In
regard to requisite resources, this may include the necessary capital funds, relevant
knowledge, HR and, most importantly, relationship capital - that is, individuals and
organisations that may provide important knowledge resources related to the
opportunity and facilitate its progress. These resources provide the inputs for building
capabilities so the entrepreneurial venture can prosper and grow into the future. An
example of a capability relevant to internationalisation is building cross-cultural
competencies in the chosen international marketplace in which the opportunity resides.
Mazzarol (2005) expands the notion of ‘building capabilities’ from an earlier
conceptualisation that only focused on team-building and its links to creativity
(Timmons, 1999).
Figure 7.2: Adapted entrepreneurial process

Action orientation is missing from the original entrepreneurship process of
conceptualisation because entrepreneurship is not just theoretical but applies a
combination of resources and capabilities to the marketplace, whether successful or not.
Thus, the adapted process Figure 7.2, should reflect this with an action-oriented
business model.
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Given that entrepreneurship is predicated on innovation associated with risk-seeking
behaviour, the novelty of the business model makes it difficult to predict success in
contrast to a more traditional market development strategy. The novelty is underpinned
by a lack of relevant knowledge and uncertain and unpredictable business
environments. This is exacerbated in international environments, making predictable
business planning difficult and potentially dangerous because it may lock the
organisation into path dependency. A study conducted on the value of formal business
planning for entrepreneurial new ventures indicates that planning in this context does
not make a significant difference to the venture’s future performance. The
entrepreneur’s tacit knowledge or informal judgement on how best to reconfigure the
entity’s resources and capabilities to adapt to new markets and new environments is
more significant in future performance (Mazzarol & Reboud, 2009).
The notion of intuitive judgemental decision-making by the entrepreneur can be
explained through the theory of effectuation in contrast to causal predictive models. In
the latter, causation is the traditional approach of planned strategy (Ansoff, 1988;
Mintzberg, 1978) based on prior administrative heritage knowledge on similar offering
calculations and statistical inference. The theoretical underpinnings of causation derived
from rational decision-making are consistent with neo-classical microeconomics.
Decision-making entails generating rational choices of potential utilities based on the
available knowledge base at hand. Causation attempts to predict future outcomes by
defining the final objective a priori and garnering the requisite resources to not only
achieve this objective, but also to maximise expected returns and achieve successful
exploitation of given pre-existing capabilities underwritten by extensive strategic
planning and competitor analysis to minimise identified risks (G. Chandler, Detienne,
McKelvie, & Mumford, 2011).
Conversely, effectuation attempts similar successful venture outcomes, but by using
contrasting approaches to deal with more unpredictable uncertainties. Effectuation is
premised on a set of means or given resources that can be iteratively explored for
possible effects and outcomes. The means are set within with potential different
outcomes, whereas in the causation context, outcomes are predetermined, and the means
are collected to satiate the outcome. Thus, the effectuating entrepreneur tends to aspire
to new venture creation in a general sense, and as the entrepreneur explores the potential
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possibilities over time, decisions are made on the results of these explorations (applied
learning) to follow a certain path to venture creation. The process is emergent, iterative
and subject to change as more information is gathered (Sarasvathy, 2001).
Underwriting the theory of effectuation is a set of governing principles, and effectuators
in general tend to encompass a different entrepreneur mindset, preferring ambiguity,
uncertainty and novelty to the rigours of risk minimisation and conservativism usually
associated with the stereotypical corporate strategist mindset (Mazzarol & Reboud,
2017). Instead of focusing on expected returns, the entrepreneur focuses on affordable
loss by inculcating potential losses associated with the new venture creation and
deciding whether the losses are affordable. The principle is personal to the entrepreneur
and their idiosyncratic personality because the loss perceptions and their affordability
are not dependent on the venture but on the entrepreneur’s current situation and may
change over time. Thus, the focus revolves around psychological commitment and
worst-case scenarios. An upper limit of affordable loss is set to dictate creative and
novel solutions and bring the idea to the market within the prescribed means at hand,
tending to favour cheaper alternatives or ‘no-cost solutions’ (Sarasvathy & Dew, 2006).
Indeed, leveraging relationship and social capital in the form of business networks and
strategic alliance commitments is prioritised to minimise uncertainty and raise entry
barriers. In an international context, this notion is consistent with Johanson and
Vahlne’s (2009) Uppsala model, which advocates that increasing business networks
provides an increasing knowledge pool and is more efficient than ‘learning by doing
yourself’. However, these effectual relationships can appear disparate and have a
considerable influence on the final business model taken to market. Thus, effectuation
exploits opportunity contingencies rather than pre-existing knowledge and attempts to
control an unpredictable future with a given set of means rather than predict an
uncertain one (Sarasvathy, 2001).
The increasing complexity and uncertainty of global business environments has given
rise to exploiting resources by efficiently minimising waste, which underpins the notion
of lean entrepreneurship. Prior conventional wisdom advocated the adoption of the NPD
process, which is a step-by-step guide to undertake when launching new products and
was heavily influenced by the causal paradigm. The process is linear and involves three
phases: ideation, development and production (Mazzarol & Reboud, 2017). The
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efficacy of the process has been successful within the causal perspective, whereby risk
in uncertain environments can be quantified and predicted with some assurance of
accuracy. In environments in which this is not the case, such as those witnessed within
entrepreneurial new innovation contexts, then the model’s linearity can be a weakness
because resources are tied up in the process, often for significant periods without
success in predictability. Thus, an organisation can go through the whole process before
determining that the product is a failure in the marketplace.
To overcome this limitation, the stage-gate process of NPD has been adopted, whereby
seven stages or gates need to be met before proceeding to the next stage of
development. The implication is that if the new product fails to go through one of the
gates, it is terminated before it is brought to market launch and subsequent failure
occurs (Cooper, 2008). This NPD update is an improvement on saving resources;
however, successful application still resides in the causal context having been derived
from research into best practices conducted by large firms in predictable uncertain
environments (Cooper, Edgett, & Kleinschmidt, 2004). It also suffers from a deliberate
strategy orientation and linearity, and although it has to pass through stage-gates, the
outcome is still unknown until product market introduction.
What about environments that are unpredictable, highly uncertain and not amenable to
the causation paradigm for success? In this instance, an alternative perspective, lean
entrepreneurship, has been proposed to overcome the potential waste of valuable
resources in developing new products. Lean entrepreneurship is iterative and similar to
conducting a series of emergent experiments. Assumptions and ideas are tested in ‘realtime’ with identified potential customer targets, and the provided feedback is the basis
of the next test until a minimum viable product (MVP) can be built and trialled with
early adopter lead customers. In some cases, it is actually ‘sold’ to these customers,
which reflects the ultimate test of acceptance. Iterations can then be harnessed to
improve the MVP over time so the final product offering may offer significantly more
value to move beyond early adopters to the mainstream marketplace (Ries, 2011). The
benefits of this process are that compound resources are used sparingly, successive
product prototypes are tested in the marketplace and feedback on likely success is
ascertained much earlier than in the NPD process.
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The term ‘lean’ assumes that resources are scarce and need to be employed judiciously.
In the context of effectuation—a given set of means that can be arranged to create
different possible outcomes—it generates lean innovation capabilities that enable firms
to manage limited resources by reconfiguring and reallocating existing resources, and it
helps empower resource-limited radical innovation (Bicen & Johnson, 2015). The
practice of lean entrepreneurship in the international context—an arena usually
characterised by more uncertainty and lack of knowledge—has been described as a
form of entrepreneurial bricolage whereby a business model is operationalised by
drawing upon limited resources and adopting improvisational tactics, and the emergence
of strategy as a process is not an objective (Baker, Miner, & Eesley, 2003; Baker &
Nelson, 2005).
Originating from research conducted by the seminal anthropologist Claude LeviStrauss, bricolage is defined as ‘making do with current resources, and creating new
forms and order from tools and materials at hand’ (Levi-Strauss, 1966, p. 17). Baker
and Nelson (2005) state that it involves “creating something from nothing” (p. 1), and
they define entrepreneurial bricolage as “making do by applying combinations of the
resources at hand to new problems and opportunities” (p. 333) and operating under
severe resource constraints that characterise most entrepreneurship endeavours. The
authors point out that previous theories related to firm interaction, selection, strategies
and outcomes with scarce resource environments tend to take an objectivist view and
assume that these resources (or lack thereof) are given and unproblematic, that is, they
are objective and definable independent of the organisations operating a resource
environment. Resources in this sense are physical objects that a firm either needs or
does not; thus, entrepreneurs making something out of nothing is unlikely, because
outcomes are directly bound by the resource constraints. If this was the case, most new
ventures would not be able to start and grow.
Taking a more socially constructed view, Penrose (1959) provides an insight into how
entrepreneurs survive and prosper in resource-scarce environments, arguing that
although the resources may be objective entities, the combination and recombination of
the same resources may create different outcomes predicated on different entrepreneur
abilities to innovate with identical resources. The resources can be combined in
different ways, and the various combinations can be viewed as ‘possible services’, or
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capabilities (Penrose, 1959), thereby allowing the environment to be judged as
idiosyncratic and heterogeneous to the uses chosen by entrepreneurs, which is the
essence of bricolage.
The notion of social constructionism is further accentuated with the bricoleurs’ ‘rules of
the game’, which involve subjective judgement in: ‘always making do with what’s at
hand’; hoarding all physical objects, skills, ideas and relationships in an informal
inventory because ‘you never know when they will be useful’; and actively engaging
with possible combinations of the resources to produce diverse outcomes (‘tinkering’)
(Baker & Nelson, 2005). Two distinguishing patterns of entrepreneurial bricolage have
been identified: parallel and selective. The former is categorised by engaging in
multiple projects at the same time; however, the nature of engagement and action is
constrained by environmental regularities within a local domain in terms of the supply
of physical inputs and political, legal, cultural and social contexts. These regularities
combine to create a homogenous pattern of operations and a dominant logic that only
functions in its community of practice, thereby limiting growth. Thus, parallel bricolage
works well when the objective is to survive and prosper, with few conventional
resources in its own time and place, and to provide a local identity.
Selective bricolage is distinct from parallel in that projects are selective, not multiple;
heterogeneous patterns of operation depend upon the project rather than one identified
pattern; and environmental regularities are subordinate to the dominant logics and
identity. In this scenario, growth is promoted, allowing the entrepreneur to pivot to
more causal models of growth once the bricolage has achieved a certain threshold that
reflects a more solid grounding in resources and value-laden capabilities (Baker &
Nelson, 2005).
So far, the discussion on bricolage has focused on entrepreneurship within the
framework of opportunity recognition, resource supply and capability building.
Bricolage has also been shown to support innovation because the process of resource
recombination is central to creating innovative outcomes and provides an important
pathway to achieve innovation to new ventures in resource-constrained contexts. The
degree to which new ventures engage in bricolage points to the level of innovation
attained. The rationale for this assertion argues that new ventures are not constrained by
historic path dependencies such as prioritising investment resources to meet the needs
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of existing customers and delaying decisions on cannibalising successful existing
products. This creates a dominant logic founded on risk-aversion combined with
resource constraints, which limits new activities (Senyard, Baker, Steffens, &
Davidsson, 2014). In contrast, new ventures that adopt bricolage behaviours persist in
using already-available resources to generate answers to new challenges and
deliberately recombine resources for new purposes. Thus, this is not a case of
conserving resources and reworking them for their original purposes, but rather
recombining resources for new purposes, a creative exercise towards purposes not
originally intended (Senyard et al., 2014). This is consistent with studies in economics
and management, which argue that resource recombination is a primary driver of
innovation (Kogut & Zander, 1992; Schumpeter, 1934).
A common theme in all of the above approaches is the importance of creating and
leveraging social capital in the form of key relationships as part of the capabilities
building process, as shown in the opportunities–resources–capabilities framework.
These relationships may be dyadic and arise by happenstance or by design on the
journey that effectuators take to fulfil their dream to become an entrepreneur, which can
shape the final product and service outcomes. A part of a local network that bricoleurs
can tap into for their set means inventory or on a grander scale reflect business
networks.
Social networks have been shown to have a significant influence on the success of
entrepreneurial ventures (Davidsson & Honig, 2003; Jenssen & Koenig, 2002) with
network relationships, in particular, providing the context that entrepreneurs can gain
access to key resources, particularly in the form of knowledge held by other network
members. Success is reflected by empirical research that reports positive associations
between networking and growth through the use of external resources that are
embedded in networks that are not available internally. Thus, survival and growth are
inexorably linked to the entrepreneurial firm’s ability to maintain and extend its
network of relationships (Lechner & Dowling, 2003).
The currency sought is trust, which, when embedded in an effective network, generates
an increasing span of action and access to resources at a limited cost. Thus, it is
incumbent on the entrepreneur to constantly seek to expand their operating network
(Dubini & Aldrich, 1991). Access to resources also allows for reputational and
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signalling content, including advice on the underlying potential of the venture and
providing legitimacy to reduce perceived risk by association or implicit
recommendation from well-regarded individuals and organisations. Positive network
linkages reinforce positive perceptions underpinning potential future resource exchange
(Hoang & Antoncic, 2003).
From an internationalisation perspective, the importance of networks has been widely
acknowledged to be a key driver of growth and success for entrepreneurial ventures
(Loane & Bell, 2006). Effective leveraging of networks not only allows entrepreneurial
ventures to overcome key constraints such as relatively small size and consequent
resource scarcity and proximity, cultural and psychic distances from international
markets, but also to innovate and facilitate product commercialisation across
international markets (Vasilchenko & Morrish, 2011) (Mort & Weerawardena, 2006).
Current domestic and international networks can either promote growth by providing
‘weak tie contacts’(Granovetter, 1973) by customers, suppliers, competitors and public
agencies to prospective new markets, or they can hinder growth because the contacts
may be narrowly bounded, thereby negating potential new opportunities in other, more
diverse fields of endeavour (Coviello & Munro, 1995). The creation, building and
maintaining of effective new networks is therefore even more salient given the more
uncertain environments involved and the need for key knowledge concerning
international marketplaces. Extension of the knowledge base of international markets
increases the understanding of market structures and cultural contexts, potentially
providing new unforeseen opportunities. The mechanism used to achieve this objective
is ‘knowledge combination’, which involves activities through networking that
deliberately connect and combine disparate bits of information (Tolstoy, 2010).

7.4 Case Study: HunterNet’s Internationalisation Process
Before describing HunterNet’s story, it is noted that reports on the specific activities,
resources and actors involved are sourced from HunterNet’s internal reporting
documentation. Further, processual mapping (Pentland, 1999) has been applied to create
a roadmap or guide of the processes involved to flesh out the various connections made
within the AAR framework (see Figure 7.3).
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Figure 7.3: Levels of structure in the narrative.
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Source: adapted Pentland (1999) p.719.

7.5 Generating Mechanism
The key generating mechanism for internationalisation was driven by the significant
economic downtown in the mining and associated industries (METS), as reported in the
regional context section. This was significant to HunterNet because most of their
members are associated with these industries, as illustrated by a member survey
conducted in December 2013. This indicated that three-quarters of the members had laid
off staff to reduce costs to survive, and many firms had moved to a four-day week. The
then HunterNet chief executive, Richard Coyle, stated at the time in the Newcastle Herald
23 January 2013 (www.newcastleherald.com.au/story/1257375/poll-mining-job-lossesfollow-slump/) that:
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The mining industries sudden and dramatic squeeze on capital expenditure,
infrastructure investment and production costs had taken a heavy toll on its 200 small
and medium enterprise members. The impact of the mining slump had been fuelled
by a ‘perfect storm’ of conditions, including China’s slowdown, the high exchange
rate and the coal-price slump. The growth in mining had largely underwritten the
resurgence in the engineering and manufacturing sector over the past decade but
business sentiment was probably now worse than during the 2008 global financial
crisis … The economic climate in the Hunter was similar to that 20 years ago, when
HunterNet was formed to unite and drive innovation among small and medium
enterprises hit by the winding down of steel production. (Green, 2013)

Coyle went on to encapsulate the generating mechanism for Asian internationalisation
by exhorting HunterNet members to reconnect with exporting, particularly with the
mining expansion and growth opportunities to be found in Southeast Asia. The focus is
on innovation within niche markets under the slogan: ‘Change brings opportunities and
they are there, so it’s not all doom and gloom’ (Green, 2013).

7.6 Enabling Structures
To take advantage of these opportunities in Asia, it was recognised that HunterNet
should become the facilitator for its members. Given the poor economic environment,
HunterNet applied for a grant through the ACBE plan underwritten by Austrade, the
Australian Government’s trade and investment commission, whose key purpose is to
help Australian firms develop international markets (www.austrade.gov.au). The grant
application was submitted on 26 April 2013 and sought funding of $60,000 per year for
three years to target Chinese and Indonesian METS markets. The funding was granted
by Austrade and was used exclusively to supplement HunterNet’s own internal
budgeted allocations to the ACBE plan and provide a financial base to achieve the
activities deemed necessary to fulfil the plan for its members.
Individual HunterNet members could also avail themselves of Austrade’s Export
Market Development Grant, which was underwritten by the Australian Government to
encourage SMEs to develop export markets. Relevant businesses can be reimbursed up
to eligible export promotion expenses above $5,000 provided that the total expenses are
at least $15,000. Expenses can be claimed up to eight times on an ongoing basis
(www.austrade.gov.au). These expenses generally relate to international marketing
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endeavours such as creating bilingual product and services brochures and other
promotional material.
A third enabling structure took effect midway through the plan and related to the
China–Australia Free Trade Agreement, which came into effect on 20 December 2015.
This agreement provides major preferential market access for Australia to do business
in China. Significantly, from the perspective of HunterNet and its members, it covers
manufacturing, resources and energy-based industries. In essence, the benefit is the
staggered removal of the current tariff regimes, thus making goods and services in these
industries more attractive in terms of price and hence export potential.

7.7 Constraining Structures
In addition to a scarcity of financial resources, partly ameliorated by the federal grants,
and directing tight cost controls, the dominant logics of the mining and METS
industries in the Hunter operated at a particularly local level, whereby business between
the respective actors was conducted within a ‘closed business model’. Many of the key
individuals had grown up in the Hunter, where relationships had been closely forged
and, in many instances, they had attended the same schools. Common bonds had
generated a dominant logic business culture peculiar to the Hunter region, with outside
novelties and input specific to these industries considered unnecessary.
Therefore, HunterNet’s first constraint was to overcome these dominant logics in
advocating change and exploring international export markets. Notions of suspicion and
risk were expressed by the members, particularly in relation to local innovation IP
issues, and were embodied by the fear that international firms (such as Chinese firms)
would copy these innovations rather than purchase them. This fear is symbolic of the
‘unknown’ by venturing into overseas markets, and it acts as a barrier to knowledge
exchange, thereby invoking Szulanski’s (1996) internal stickiness barrier of arduous
relationship predicated on a lack of trust between the relevant cross-cultural actors.
As the facilitator, HunterNet was also constrained by a lack of knowledge and
experience in carrying out internationalisation programs - a low absorptive capacity
predicated on a lack of prior knowledge that went further than just concerning China
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and Indonesia, the original market targets. This low absorptive capacity covered all
aspects of prior technical and marketing experience and knowledge and included a lack
of market intelligence in terms of the locations, size and scale of the markets, their
specific needs and who the main actors were, as well as a lack of understanding of
cultural differences and their applications such as building cross-cultural relationships
and culturally adapted marketing and promotional materials. More importantly external
stickiness characterised by low absorptive capacity concerning cultural differences and
their implications, and initial arduous relationships (fear of the unknown and copying of
IP) constrained knowledge creation, assimilation and transfer, at both strategic and
tactical levels.
In essence, the HunterNet internationalisation story as it unfolds is a narrative on how
the organisation leveraged the enabling structures (resource grants) and how the
constraining structures (tight fiscal controls, localised dominant logics and lack of
internationalisation absorptive capacity) were overcome to achieve the overall
objectives of facilitating members’ access and ongoing success to and within
international markets.

7.8 HunterNet’s Internationalisation Fabula
This section represents the ‘bare bones’ of the narrative reflecting its thin description.
The internationalisation process includes a planning and development phase that
involves undertaking background research to identify potential Chinese geographic and
enterprise targets. In-country visits were then organised with the aid of the Australian
Government and Austrade (the lead agency in China), which was critical in organising
the majority of initial contacts. The first visit to China coincided with a broader
Australian mission led by the prime minister of Australia (7-16 April 2014). This initial
in-country mission to China included two representatives from HunterNet and a local
academic who was involved as a researcher/academic and country adviser. Key industry
bodies and enterprises were visited on this trip. A return visit to China occurred in
August 2014 in response to an invitation from the Chinese Mining Association to
participate in the Mount Tai International Mining Equipment and Technology
exhibition, located in Tai’an, Shandong province. A further, more expansive, trade
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mission occurred in October 2015, in which key Chinese stakeholders were visited in
Tai’an, Being, Chengdu and Shanghai.
Reciprocal visits from Chinese delegations to Australia occurred over the same periods,
responding to invitations from HunterNet. These delegations not only visited HunterNet
in Newcastle, but also met with Australian Austrade officials in Canberra and attended
mining trade shows in Sydney.
Numerous workshops and presentations were conducted between visits not only to
debrief the cooperative’s members on progress, but also to provide educational sessions
under the generic title of ‘doing business in China’, which incorporated briefs on the
Chinese economy and its mining industry, as well as sessions on Chinese culture
pertinent to building successful relationships with Chinese counterparts. These
workshops included outside experts in their given field.
The outcomes of these activities resulted in a memorandum of understanding (MOU)
being signed with three national Chinese mining and associated industries associations,
as well as the formation of initial relationships with other major Chinese mining
associations and individual companies. A similar pathway targeting Indonesia was also
carried out concurrently with the China visits. An initial planning and development
phase involving background research was carried out to identify potential Indonesian
geographic and enterprise targets. A trade mission then eventuated to attend the Mining
and Equipment Exhibition in Jakarta, Indonesia, in October 2014. Upon HunterNet’s
return to Australia, it was decided to change strategy and focus attention on Vietnam
rather than Indonesia. The decision to switch was underwritten by two major factors:
first, it became apparent that conducting business in Indonesia would be an onerous and
long-term effort, primarily because of the need for a local Indonesian content in any
export-driven activities prescribed by Indonesian law, as well as perceptions of the
higher risks involved relating to governance issues and IP protection. Second, advice
was provided by Austrade that the Vietnamese market would be a more compatible
marketplace for Australian member companies and their associated product mix. To this
end, the grant application to Austrade was adjusted retrospectively to reflect the change
in strategy from Indonesia to Vietnam.

172

Once this revision had been accepted, objectives were put in place to mirror the Chinese
pathway such as conducting background research, arranging trade missions to Vietnam
with reciprocal trade missions back to Australia, and incorporating workshops and
presentations related to ‘doing business’ in Vietnam. HunterNet welcomed a large
delegation of 28 government representatives from Vietnam over three days in early
November 2015 from the Vietnamese Ministry of Industry and Trade (MOIT).
HunterNet reciprocated by sending a trade mission to Hanoi and Quang Ninh, Vietnam,
in March/April 2016. Further visits are planned.
This was followed by reciprocal mission to Australia by the China National Coal
Association (CNCA). Signing of an MOU between the CNCA and HunterNet followed.
A return mission to China was conducted with several member enterprises of
HunterNet. A further MOU was signed with another of China’s leading industry
representative bodies. Although it may be premature to accord success to the project,
objective outcomes indicate that the project has been successfully underscored by the
three MOUs signed with Chinese counterparts. Significantly, through the auspices of
Austrade, the Australian Government has recently announced that a further grant is
being awarded to HunterNet. This facility has a broader remit than the original and now
includes Japanese and South Korean markets and diversifying into Hunter services and
food industries.
A summary of the fabula as represented by the milestone events is captured in Table
7.1, which provides a descriptive account of the process as it unfolded.

Table 7.1: Activity Links, Resource Ties and Actor Bonds
Date

Activity links

Resource ties

Actor bonds

2013

ACBE Grant

Funding

Austrade

AIMEX exhibition
Sydney

Knowledge—China
market

METS China
Commissioner
Jane Caforio

Teleconference

Knowledge—
Indonesian market

Isaac Court, Austrade
Newcastle
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Julianne Merriman,
Austrade Australian Trade
Commissioner, Jakarta
2014

Meetings

Knowledge—
internationalisation
process

HunterNet members with
internationalisation
experience

Correspondence

Relationship-building
Knowledge: key
Chinese mining
associations

Austrade trade
commissioner and staff—
Beijing

Research students
employed

Knowledge—Asian
markets
Relationship-building

UON

Outbound trade
mission—AWIC
Beijing

Relationship-building

Chinese mining
associations
Anton Kriz,
Researcher/Adviser UON

Inbound CNCA
trade visit—
Newcastle/Canberra

Relationship-building

CNCA
6 HunterNet METS
members

MOU

Relationship-building

CNCA

ABE workshop

Knowledge: EDMG
and Chinese culture,
business environments

HunterNet members
Austrade, Paul Newby
NSW T & I, EFIC

Outbound Smart
Mining Mission to
China National
Mining Equipment
& Technology
Exhibition
Beijing, Shandong
Province

Relationship-building
Business Matching

HunterNet members,
Chinese mining
representatives, Austrade,
Australian Government,
CNCA
Shandong CCPIT, China
Coal Information
Institute, Chinese
National Government,
Chinese mining
companies

MOU

Relationship-building

CACE

IMARC Conference
Melbourne

Relationship-building

Chinese Szechuan
delegation
Austrade, Ian Macfarlane,
Australian Industry
Minister

174

2015

China Confucius
Relationship-building
Institute Conference,
Newcastle
Meetings

Confucius Institute,
HunterNet members
Austcham Beijing,
Australian China Business
Chamber

Inbound delegation
Mining and
Equipment
Exhibition,
Newcastle

Relationship-building

Liaoning Province METS
Delegates, HunterNet
members

M & E Exhibition
Jakarta

Relationship-building

Indonesian mining
associations, Michael
Helleman Austrade,
Australian companies and
agents domiciled in
Indonesia

ABE Workshop

Knowledge:
opportunities in China
mining sector, Free
Trade Agreement

HunterNet members,
Anna Lin, METS trade
commissioner

Outbound trade
mission: Coal
Mining and
Equipment and
Technology
Exhibition Tai’an
city, Shandong
Province

Relationship-building

HunterNet members,
Tai’an City Government

Tai’an City
Government and
Chinese companies’
delegation,
Newcastle

Relationship-building

Tai’an City Government,
CCPIT, Tai’an Economic
& Cooperation Bureau,
Tai’an Industrial Park
Committee, LIBO Co.,
Yan Coal, Shandong Coal
Mining Equipment Group,
HunterNet members

Commercialisation
of Rail Conveyor
Technology

Funding—patent
purchase

UON, LIBOR Machinery
Co. China

Collaboration

Funding and
investment

AnShan ZhenDong Co.
China & T W Woods,
HunterNet member
partnership

Collaboration

Investment and
customer–supplier
relationships

HMS, HunterNet member
& Donghua Heavy
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Industry & Yan Coal
China
Partnership

Knowledge

ANZ Bank

Collaboration

Knowledge:
Conference Paper,
R&D Management
Conference, Pisa, Italy

UON, academic
researchers Anton Kriz &
Richard Collins

ABE Workshop

Knowledge

40 HunterNet members,
Leigh Wilmott, Austrade
China, UON

MOU

Relationship-building

Tai’an CCPIT

Inbound Chinese
trade mission—
Newcastle

Relationship-building

Tai’an CCPIT, Chinese
METS companies, Appy
Gao Austrade Beijing

Standards and
Industrial Research
Institute of Malaysia
Conference,
Malaysia

Relationship-building

Fraunhofer Institute,
Anton Kriz UON,
Australian High
Commissioner, Malaysia

Smart Mining
Relationship-building
Mission, Beijing,
Chengdu, Tai’an,
Shanghai, China
Beijing International
Coal Summit 2015
Beijing International
Mining Exhibition
Sichuan Academy of
Safety

Tai’an CCPIT, CNCA,
Local Chinese
Government delegates and
local Chinese companies,
CACE, Newcastle
Innovation (UON),
Austrade, HunterNet
members, Australian
Beijing Embassy

Inbound Vietnamese
delegation,
Newcastle and
Energy Roundtable,
Sydney

28 Vietnamese
Government delegates—
MOIT, DFAT, NSW
Government, 20 major
Australian energy
companies

Relationship-building
Knowledge transfer

IMARC Conference, Relationship-building
Melbourne

Austrade, Austmine,
Vietnam delegates, Port of
Newcastle Harbour Corp.

Vietnam/ASEAN
Business
Engagement
Workshop,
Newcastle

HunterNet members,
Isaac Court Austrade,
Newcastle, METS Team
Leader NSW, Janelle
Casey, Senior Trade
Commissioner, Vietnam,
Hoa Nguyan, Mining

Knowledge:
opportunities in
Vietnam
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Specialist Hanoi, Michael
Helleman, ATC
Indonesia, Tata Corpuz,
Mining Specialist
Manilla, ANZ Bank,
Polaris and Quarry
Mining
2016

Vietnam trade
mission: Vietnam
Mining Expo, Hanoi

Relationship-building

Austrade, Vietnamese
Government and mining
industry executives,
Vietnamese companies

AWIC Exhibition,
Beijing, Shanghai
and Shenzhen China

Relationship-building
Knowledge ties

Austrade, Chinese mining
and supply chain
companies, University of
Griffith (Solar
Technologies), UTS
(Robotics), UWS
(Agricultural Processing),
ANU (Start-ups and
Technology), CSIRO

Notes: ANU: Australian National University; CACE: China Association of Circular Economy; CCPIT:
China Council for the Promotion of International Trade; CNCA: China National Coal Association;
CSIRO: Commonwealth Scientific and Research Organisation; DFAT: Department of Foreign Affairs
and Trade; EDMG: Export Development Marketing Grant: EFIC: Australian Export Finance and
Insurance Commission; MOIT: Ministry of Industry and trade, Vietnam; NSW T&I: NSW Government
Trade and investment Dept; UON: University of Newcastle; UTS: University of Technology Sydney;
UWS: University of Western Sydney. Source: Secondary Data ACBE Project Milestones reporting.

As shown in Table 7.1, many activities were accomplished over the lifetime of the
grant, with the primary thrust of achieving resource ties encompassing relationshipbuilding with the various actors involved and knowledge acquisition and dissemination
incorporating HunterNet staff and their members. Yearly reporting to Austrade also
occurred, with each year featuring a ‘milestone’ report that was a requirement of the
grant conditions. Although many individuals were named in the secondary data, the
actor bonds from both HunterNet and Austrade’s perspective remained at the
organisational level, consistent with Western cultural norms (Kriz et al., 1999). The
Chinese actor perspective is unknown at this time because it is still to be investigated as
part of the longitudinal study. The critical events in HunterNet’s fabula that are of
particular significance are outlined below:
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1. The planned objective of HunterNet’s ACBE plan was to fulfil the following three
principal objectives:
Objective 1: Assist Australian firms to more effectively access in-market business
networks and develop new relationships with potential business contacts and partners
in Asian countries. This objective encapsulates an open innovation orientation
connecting its members with its Chinese counterparts and their members. The latter
can apply for HunterNet membership to facilitate this process.
Objective 2: Identify and secure more opportunities for Australian Firms to compete
and succeed in regional value chains.
Objective 3: Enhance and strengthen business links between Australia and Asia by
reinforcing the profile of Australian business capability within the region to increase
awareness and understanding of Australia in Asia and Asia in Australia.

These three objectives adopt the causal entrepreneurial approach—that is, a planned
strategy - which assumes that the outcomes can be approximated and predicted under
conditions of uncertainty (G. Chandler et al., 2011). However, they are difficult to
measure and incorporate a broad qualitative inference allowing for the actual process to
be adapted as the situation changes along the way, suggesting effectual processes were
also allowed to affect the ultimate outcomes. The necessity for the initial causal
approach probably resulted from the necessary formal planning process constraints
inherent in Austrade’s original grant submission protocols.
2. Which Chinese business associations should be targeted?
Although desktop market research had been carried out to identify the relevant industry
regions and possible business association potential connections, the question still
remained: Who and where would be the best fit for HunterNet? Given that this was
HunterNet’s first internationalisation venture, its lack of experience and relevant
knowledge would be expected to be a major constraint in relation to initialising the
process.
Serendipitously, one of the Chinese research assistants employed for the project had a
relative domiciled in China working in the METS industries and was able to make
introductions for HunterNet to a key reciprocal mining association, thus solving the
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conundrum. Representations were made to the Tai’an China Council for the Promotion
of International Trade (CCPIT) through the Chinese relative intermediary and explains
why Tai’an and Shandong provinces were the first port of call. This relationship became
pivotal in many of HunterNet’s consequent activities.
3. Switching markets - Indonesia to Vietnam and Malaysia
The planned entry to the Indonesian market was underwritten by significant resources in
terms of hiring an Indonesian market researcher and carrying out extensive market
research in the region. A trade visit was subsequently conducted to Jakarta under the
auspices of the relevant Indonesian Government; however, it became apparent to
HunterNet that any progress made would be lengthy and potentially conflict with
Western ethics.
In consequent discussions with Austrade, the decision was made to withdraw from the
Indonesian market and, under advice from Austrade, pivot the plan to address the
Vietnamese marketplace, which was regarded by Austrade as a better fit with the
project. The initial grant submission was changed to reflect this new reality;
interestingly, the process of hiring a research assistant focused on Vietnam, and
conducting extensive desktop market research was not carried out, with the decision to
switch marketplaces resting solely on word of mouth. The rationale for the lack of
research was officially given as tight budget constraints; however, having experienced
the effectual nature of the Chinese approach, introductions to the Vietnamese
Government by the Hanoi-based Austrade office were seen to be a productive pathway
to follow, thereby discounting the need for extensive market research and formal
planning.
In a similar vein, the convention visit to Malaysia was instigated through the senior
academic researcher’s network contacts with the Fraunhofer Institute, which is
Germany’s prestigious R&D institute. The academic, who was presenting a research
paper to the Fraunhofer yearly conference, spoke informally about the HunterNet
project; subsequently, HunterNet was invited to attend the Fraunhofer convention in
Malaysia, where it was given a platform to increase potential contacts in a new market.
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4. Vicarious status
HunterNet was able to leverage the Australian Government’s ‘Australia Week’ trade
mission to Beijing and Shanghai by travelling and associating with the Australian
Government’s key representatives, which included the then Prime Minister Tony
Abbott. This association lifted HunterNet’s profile and cachet when dealing with
Chinese counterparts.
5. HunterNet’s project team changes
Two changes in team personnel—the key project manager role—occurred over the
lifetime of the project. One change was precipitated by HunterNet and the other was not
in their control. The first change occurred early on, with the original project manager
deemed unsuitable for the role in terms of the competencies needed to achieve the
project’s objectives. The individual was sidelined to another role with the association
and appeared to be relieved with the decision.
The second change occurred near the end, after the second project manager resigned
abruptly and left HunterNet. The significance of this change relates to the lean context
under which HunterNet was operating, with few human resources involved in the
project. In essence, the tacit knowledge and experience that the project manager had
accrued in internationalisation, particularly with regard to the China market, suddenly
‘walked out the door’, leaving another senior staff member, who was managing the
Vietnamese side of the project, to take over and finalise the last annual report to
Austrade without the requisite knowledge base on the China section.
6. Business network partner contingencies: ‘Working for you or their own opportunistic
self-interest?’
A critical incident occurred during one of HunterNet’s trade missions to China, whereby
a respected senior employee of the key Western project facilitator ‘went rogue’ and
organised a side trip some distance from Shanghai, purportedly to visit some key
Chinese organisations under the guise of being potential trade partners to HunterNet. In
reality, the trip became a junket for the Chinese organisations with HunterNet member
delegates, who invoiced large amounts of extra costs—accommodation and travel—
with no tangible benefits. It became apparent that the facilitator employee was involved
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in a personal relationship with one of the Chinese organisation’s chief executives, and
the trip was organised for their financial gain at HunterNet’s expense. Although the
fallout included the employee leaving the organisation, with experience and local
knowledge once again ‘walking out the door’, the more significant consequence related
to not only reputational damage to the facilitator’s provenance, but also to the wisdom
of ‘doing business in China’. The affected HunterNet members were quick to give poor
feedback and bad word of mouth to the other members of the association, which
overrode many of the benefits achieved throughout the rest of the trade mission and
tapped into already-held ethnocentric views and suspicion with regard to working with
Chinese partners.

7.9 HunterNet’s Internationalisation Story
This section presents the story from the actors’ perspective. It is sourced from internal
secondary data and interviews and is conceptualised through the AAR framework.
All quotations sourced from the secondary relate to confidential internal documents and
yearly milestone reports to the primary research project sponsor Austrade. All
documents cover the period 2013-2016 which implements the first grant received.

Table 7.2 Summary of interview comments
Participant 1 is a HunterNet project manager.
Participant 2 is the academic researcher who instigated and collaborated on the project.
Participant 3 is one of the Chinese student market researchers

Participant Probe
1
Objectives

Comment
Take METS companies and find bigger markets in
Asia.
Understand that what METS companies do in
Hunter, they do wonderfully well, and understand
that these companies could do it well in other areas
such as Asia.
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Introduce our players to Asian counterparts that
who didn’t know what is going on here, what
companies could do and cannot do.

2

Only a certain proportion of members interested in
going to China and Asia. If we got some companies
to do it well, then the other companies would want
to follow so that was part of the original rationale.

3

1

Planned or
emergent
approach

My job was to do background research on the China
Mining market and provide advice on Chinese
culture as well as translate the various marketing
material.
A bit of both – explore what’s good and bad and go
back to see what’s on offer….explore to find out
what is good and what we could tap into.
To find out how exactly it takes to get things to
happen in China and in other regions.

2

Emergent because in the end we got the second
grant. It probably shows once you step in and start
doing things, emergent things are going to happen.
Things are happening outside what I anticipated
like Vietnam.

3

1

In a way yes, my role changed as things were
needed for the different activities. Sometimes I was
pulled off what I was doing to do an urgent job for
a member such as urgently translate a brochure.
Activities

The workshops are like induction and if people
want to go over there, these are the things you need
to know.

2

1

The trips to China were essential. The workshops
were also essential. I know the best one was the
snakes and ladders on, that’s now the model we use,
‘warts and all’, conversation rather than
presentation that enlightened our members a fair bit
to back up the trips over there.

Culture

The various activities, the missions and the
workshops were very important for building trust
particularly with the members and being a team.
Love their ceremonies, all that sort of stuff, love the
lunches, the dinners, big round tables, pomp, and
ceremony, before you get further and cultural
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nuances we learned from the trip personally and as
a group were unforgettable.
I definitely believe Chinese culture was a challenge
first up, and breaking down those barriers, when
you can relay a good story to others, obviously
legends and cultures develop. When people saw
something or heard something, they felt what
happens…what is the reality to going over there.
You have to have an understanding of the culture of
the people you deal with, because the other thing
we learned before we went, was that you get loyalty
from a Chinese person, you will get true loyalty and
I think they were discovering that.

2

Over there, the title, and your name are so
important and that’s what our people have learned
to have more respect.
Having that knowledge is really what you have to
understand when you go there.

So there are subtle clues you are looking for in
China. The project leader was very naïve on how
the Chinese think and how it relates to other things
especially in how he was negotiating. Having said
that he did a good job as he was quite flexible and
innocent, not conniving. He was a friendly drinker
and socialised after, doesn’t mind going into social
events.
However there is a higher order of negotiations that
goes on in China and he didn’t get it.
Spoke to them before we went, gave them a few
tips on what not to do and what to do about
etiquette and things like that. As I said the business
cards are seen as important but it’s not, it’s actually
the negotiations that go beyond that.

3

The business cards are just the basic stuff but
working out whose on the table, working out who
are the decision-makers, working out whether we
got the right people in the room, working out what
their motives are.
On occasions some of the members got caught out
by not understanding the ‘rules of the game’.
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The cultural differences were very important. I had
to not only translate the marketing brochures but
change the style as the companies did not
understand that Chinese brochures are totally
different. They have lots of pictures particularly of
the staff rather than just write about the technical
features of the products.
1

Relationships

Our idea was to get that door open and our
members could come in and join the conversation.
You will not get there in five minutes – it takes
years to develop that but you learn things along the
way.
I don’t think Asia is that much different to
Australia, certainly in a regional context.
Everything that goes on is really based on our
relationships. That’s why our network is so
important to our business, because it’s on
relationships.

2

I think we missed the boat in China with some of
the follow ups which contrasts with what we have
been able to do in Vietnam. Especially losing the
project manager for China did not help.
So if you think you are going to do business in a
B2B situation, you can’t build a relationship in a
week, it just doesn’t work.
Good relationships with Austrade, as we are tight
and stringent making sure we get the maximum out
of it.
Using people like the trade commissioners and
people on the ground and building relationships
with them was critical so we actually built a very
good relationship with them and that was really
important because they would go further than they
normally would to help HunterNet. So you get a
better result for the companies.

3

Their ability to collaborate that they have learnt
here would transport over there as long as they
could pick up the cultural nuances and variation and
if they could understand that.
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They needed more knowledge on what to do on
keeping the relationships going.
Relationships in China are very important; without
them you can’t do business. They focus on the
individuals not companies and you got to build trust
so the social events are extremely important.
Building relationships in China, you don’t use
emails but use Wechat, the social media app to get
to know people rather than focus just on products.
Building long-term relationships in China takes
time and ‘watering the flower’ is essential. This
means keeping in touch periodically not just when
you are trying to do business with them.
1

Knowledge and
Learning

When he went over there as a bit of a holiday, he
realised what he’d been doing for thirty years, he
saw the need for service, so he reinvented his whole
business model, redefined his business and all this
came from what he discovered over there.
You know the travel broadens the mind and there’s
no difference in business. You go there and see the
realities of the place. Had many companies say to
us that they want do business with China and
Vietnam. So as an organisation we are obligated to
train these people.
Management literature is littered with failures, such
as IBM, and think you can do in one country and
then transfer that to another region and think it will
work …Well it doesn’t work! It’s a simple as that!
A lot of companies that went away, have now
learned that, and you can say it ‘til you are black
and blue in the face that what reality is ,but it’s not
really until you go and see….you go ‘oh crikey!’
People gaining knowledge and learning more about
themselves what they do themselves, I think is a
win.
Knowledge transfer was poorly done because it was
kept to one person instead of introducing to other
people and making them part of the team. I think
people were ostracised a little bit.
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When the project manager for China left abruptly,
he didn’t relay the transfer of knowledge.
Information wasn’t there, the contacts, the
introductions weren’t there.

2

With my Chinese background, Hunternet knew this
and without that knowledge and experience, the
project could have been much more difficult to do
this.
Giving HunterNet strategic advice on expanding the
business plan. I was guiding them through the
strategic decisions not the tactical decisions. I was
on the strategic side because I was doing it quid pro
quo. I wasn’t getting any benefit, except maybe the
research.
Insights were cultural and business negotiations;
guide them through without making any silly
mistakes. For example, on one of the China visits,
one of the Hunternet staff was being taken for a ride
without actually understanding that; thinking he
was winning but actually he was losing and I
explained the situation to him afterwards.
You can teach but there’s a learning by doing
aspect. I reinforced that you have to go there.
Companies got to feel it, not just get told it. They
will tell you that they can’t believe what they saw
once they got there. Quite different to what you can
tell them about.

3

Although learning the culture is important and is
difficult, but the Chinese know you are foreigners
and don’t expect you to act like them. As long as
you make an effort to get to know them, that’s fine.
1

Financial
Resources

Problem going forward, we discovered you need to
invest to go over there…that’s not lean, you have to
be genuine.
“Putting up appearances”, taking people for dinner,
buying drinks. You can go over there and try to be
as tight as you can but I don’t know that will get
you anywhere.
I don’t say you need ‘deep pockets’ but you have
to have a budget to cover and I know companies
have come to realise how much things cost. So we
could have budgeted better than what we did. Has
to be a long-term idea.
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For a little bit more money from the Australian
Government, Austrade or DFAT, you could do a
hell of a lot more. We went to China for a few visits
but it is too big. So if you think you are going to do
business in a B2B situation, you can’t build a
relationship.
There’s no point not having funding for all the time,
and this is a problem not having funding. We
stretched our dollar as far as we could to make sure
we could follow up and that’s a lesson the
Government needs to learn as well. There’s not
enough follow up, there’s not enough developing of
the relationships to get more doors open.

2

I would have preferred to spend my time educating
the companies. We could get them up to another
level before they went but we did not do that
probably because we did not have the funds to do it,
we did not have the resources to run more
workshops.
On reflection we depended too much on HunterNet
staff, but did not educate the members enough.
Getting the funding and services from Austrade was
used wisely, stretching as far as we could.
1

2

Success

The knowledge transfer and engagement with other
associations
Signing the MOU’s and repeat grants, opening the
doors for our members.
The mere fact we got exposure in China, has had
benefits in different markets, including Vietnam
and now quite a few members are doing well in
Vietnam. Because we are learning all the time about
these markets, we are better placed; a bit more
sophisticated now.
Went better than I anticipated – we didn’t know we
would get follow up funds from the Government
because we were successful so HunterNet even
appeared on Austrade’s website.
The conference paper we did reinforced to
Austrade that it was a rigorous thing we are doing.
We are not doing just the normal trade thing, we are
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providing evidence that we were building
momentum and educating the firms differently
All those linkages between the major bodies could
set up a cluster of innovation which had been done
on a regional level, could be done on an
international level.
The signing of the MOU’s with key stakeholder
groups will give us Government support in China as
well and give us a very powerful support group.
Many people think MOU’s are a bit superficial and
in some ways they are, but on another level in
China, they are very serious. Because they give you
credibility; means if you are dealing with that
organisation, you’ve got power and I think we have
done very well.

7.9.1 Activity links
The key activities can be broken down into planning, secondary market research, trade
missions to the target countries, workshops for the members and secondary market
research. Consistent with the project’s overarching objectives, the purpose of the
activities was to generate and disseminate knowledge, and create and build relationships
with the key actors (members, counterpart organisations and facilitating organisations).
The planning tended to involve organising the various activity events, particularly the
trade missions. Organising these was problematical in terms of timing and getting
members to sign up for the visit (cost–benefit considerations), with many delegates
leaving the decision to travel to the last minute. This caused problems in determining
the correct amount of marketing material to generate.
The trade missions went further and attempted to promote the various member products
and services to potential international customers with the expectation that concrete
business sales would ensue:
The ‘HunterNet Smart Mining Mission 2015’ between October 25th and November
5th, 2015 was a great success and participating companies were glowing in their
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feedback regarding the quality of the events and tours of manufacturing facilities.
Many opportunities were uncovered during the mission.

In regard to knowledge creation and dissemination, HunterNet commented:
HunterNet developed knowledge in regard to relationships and engagements in Asia.
The understanding of both business and cultural nuances associated with this
engagement was paramount in doing business in the region
HunterNet developed knowledge in regard to relationships and engagements in Asia.
The understanding of both business and cultural nuances associated with this
engagement was paramount in doing business in the region.

Further:
That knowledge, market intelligence, communications, collaboration and the
understanding of cultural nuances has continued to evolve … While it is a continual
learning experience for us.

The debriefings following the respective trade missions were of particular value:
On December 17 2015, we conducted a briefing of our China mission (HunterNet
Smart Mining China Mission Member Review and Briefing). Our delegates from the
mission were given the opportunity to share their experiences and relay some of the
opportunities as they saw it, to other HunterNet members.

In terms of the secondary market research:
The students provided research, marketing and translation services (which allowed
for ease of correspondence leading up to activities associated with planning the trade
missions).

Overall, the mix of activities was deemed to be successful in accomplishing
HunterNet’s objectives:
The level of engagement has exponentially increased to levels that have exceeded
HunterNet’s initial expectations
Facilitating information sessions, workshops, leading trade missions, hosting visiting
delegations and promoting the program through various media streams has delivered
the program success.
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The critical incident that HunterNet addressed publicly involved a pivot from Indonesia
to Vietnam as a more viable option for internationalisation:
After visiting Indonesia we felt that the project should focus on growing China
relationships further. Consideration was given to altering the HunterNet ABE Project
plan and to focus our energies in other Asian markets e.g. Vietnam.
The original intentions were to also focus on Indonesia in line with the activities
being implemented to facilitate China engagement. HunterNet quickly came to the
view that Indonesia did not present adequate engagement opportunities. After
discussions with various experts it was asserted that Vietnam (rather than Indonesia)
fulfil the objectives of the program and with Austrade approval, we quickly mobilised
our resources and revised the project scope.
HunterNet did endeavour to maintain a relationship with the Indonesian Mining
Association. HunterNet met with senior executives in Jakarta in October 2014 with a
view to developing a MOU with Indonesian Mining Association (IMA). A draft
MOU was sent to them but an agreement did not materialise
The original planned actions relating to Indonesia were revised and submitted to
Austrade on August 31 2015. HunterNet’s planned actions as part of the ABE Project
were redirected from Indonesia to Vietnam, due to contributing factors within
Indonesia. Confirmation from the ABE secretariat (Christina Murphy) of the variation
was approved and received from Austrade on September 9 2015. This final report will
refer to China and Vietnam from this point on.

7.9.2 Resource ties
Sought-after organisations that could provide the ties necessary to leverage key
resources were identified and targeted. Closer ties with domestic partners were
strengthened and international ties were established.
In terms of domestic partners, the most important organisation was Austrade, the
Australian Government department that, apart from granting the project’s funds, also
offered access to key contacts overseas because it has offices domiciled in the relevant
markets. The process of strengthening ties with Austrade was made easier by Austrade
having an office not only in Newcastle but in the same building as HunterNet. This
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meant that communication was simplified, and Austrade’s Newcastle representative
became a key actor in the process:
We value our partnership with Austrade a partnership that will be of immense value
to our membership, our region and to the greater Mining Equipment Technology and
Services (METS) community. We look forward to developing the partnership beyond
the ABE funding agreement.
Austrade assisted with many of the events in Beijing and Chengdu.

Similarly, ties with existing members were also strengthened, particularly with those
who had previously internationalised in the key markets, to learn from their
experiences:
HunterNet member companies currently trading in Asia were identified and provided
an understanding on how they had established trading arrangements and what issues
they had encountered.

Closer ties were also sought through scheduled meetings with key Australian
politicians, such as the industry minister at the time, to raise the profile and reputation
of HunterNet: ‘a meeting was held with Ian McFarlane, Industry Minister at IMARC
Melbourne’.
Links with the University of Newcastle (UON) were also established; however, these
connections tended to be idiosyncratic and individually based rather than
organisationally driven. The prime driver was an existing relationship between the
senior academic researcher and HunterNet. Although under the university’s banner, the
student researchers and author of this paper (Chinese culture academic researcher) were
recruited in an informal manner through the senior academic researcher’s personal
contacts rather than a formal university commitment within the university’s industry
engagement division. The student who was primarily involved with the China market
and who referred HunterNet to family contacts in the Chinese mining sector was also
previously known to HunterNet as a part-time employee of one of the members—the
commercial arm of the university’s Newcastle Institute for Energy and Resources. The
trade-off with these recruits for supplying knowledge and analysis varied: the academic
researchers did the work pro bono; however, they were given access to HunterNet’s
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confidential documents and staff to publish a conference paper, while the students
received monetary compensation for their time:
2013–2014 during this period greater engagement with the University of Newcastle
was established with assistance from academics and postgraduate students.
HunterNet’s Research Associate, Dr Anton Kriz, highlighted the successes of the
project in a conference paper delivered at the 2015 R&D Management Conference in
Pisa. Dr Kriz’s paper is titled ‘International Action Research: Lessons from Linking
an Australian Cooperative and Cluster with potential partners in China’.

Links were also sought on a community basis, including the local business chamber,
radio and television channels, to raise awareness and promote the project’s value to the
local community. Thus, newspaper articles and media interviews were conducted to
report on the project’s progress.
These domestic links were relatively easy to establish because most of them were
locally based and the key actors were already known to each other. A common cause for
promoting Newcastle and the surrounding Hunter region was established. The domestic
ties were summarised by HunterNet:
HunterNet maximised the support from key stakeholders which included the
HunterNet Board of Directors; Austrade Trade Commissioners and staff in Australia,
China and Vietnam; University of Newcastle (UON); Industry Capability Network
(ICN) in Queensland; HunterNet members, Newcastle business community and local
media. Special recognition must go to our local Austrade representative Mr Isaac
Court.

In general, international resource links focused on creating ties with the individual
country’s relevant industry associations and cooperative bodies. In many instances, this
included the respective international governments. The goal was to gain access to the
overseas association organisations, individual members and potential customers. In
China, these associations tended to be decentralised to the province and city level; for
example, each province and major city has its own decentralised CCPIT office bounded
by its own jurisdiction. Relationships are localised, with many competing against each
other, thus making it more difficult for HunterNet to integrate across the broader
spectrum of the relevant Chinese target markets. Vietnam and Malaysia resource links
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were more centralised and came under the auspices of the central government, which
made the process relatively easier to integrate.
One of the key priorities of the project -namely, creating tangible resource ties with
these international actors—was more difficult than domestic priorities, as expected,
because of language and distance constraints. More importantly, HunterNet was initially
perceived as an unknown quantity, and its foreignness was a liability because it had not
conducted business before (Deepak & Guisinger, 2002; S. Zaheer, 1995).
To move from ‘strangers to friends’ and cement closer ties, HunterNet supported
official trade missions with in situ dinners, banquets and promotional workshops,
culminating in invitations to visit Newcastle and its members, which the Chinese and
Vietnamese counterparts accepted. Thus, many of the activities involved creating
awareness and building trust with the counterparts before attempting to generate
tangible opportunities:
The building of working relationships with Chinese and Vietnamese industry
associations proved invaluable to supporting the trade missions. Organising
networking events and assisting HunterNet members in the promotion of their
capabilities was pivotal to their successes.
HunterNet’s engagement with China started creating a myriad of opportunities that
required a more discerning approach to understand the genuine opportunities from
those that were more speculative.

7.9.3 Actor bonds
The actor bonds followed the Western-oriented organisational level of analysis—that is,
organisation to organisation—rather than the individual interpersonal level of analysis,
particularly when previous contact had been limited. For instance, although the presence
of the student and author academic researcher had been brokered through the senior
academic researcher on an informal and individual basis, the actors were still perceived
to represent the UON. Further, actor bonds between HunterNet and Austrade remained
formal, with the individuals involved cognisant of their organisational representation
and roles. Organisational titles took precedence over informal relationships.
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The organisational approach flowed through to the actors’ bonds with the overseas
counterparts. Although advised that Chinese and Asian bonds were established
differently and maintained on a more interpersonal level, the Western dominant logic
prevailed. After the first trade mission to China, much frustration was expressed in the
ensuing debriefing workshop regarding the lack of response to follow-up emails sent to
the Chinese counterparts and potential Chinese customers, with one HunterNet
organisation reporting a zero response rate to sending more than 200 emails.
In the Western experience, organisational to interpersonal occurs over time and without
conscious effort or deliberation. It is nurtured by common interests and repeated
business contact. This was reflected by the informal nature of HunterNet’s narrative
commentary, which was exclusively used for member individuals who had known each
other for a significant length of time.
Illustrations of the organisational approach in the narrative include:
HunterNet’s association partners, the China Council for the Promotion of
International Trade (CCPIT) and China National Coal Association (CNCA) assisted
the HunterNet mission in Taiwan, Beijing and Shanghai. The support from these
associations was invaluable. A clear example of this was the Mayoral banquet and
business matching event organised by CCPIT for the HunterNet mission in Taian City
on October 26 2015. This involved the top business people from a city of seven
million people. It was a great opportunity to forge closer ties with the city’s business
community, the Mayor and government officials. It is indicative of how HunterNet’s
partnerships in China have evolved over time.
The building of working relationships with Chinese and Vietnamese industry
associations proved invaluable to supporting the trade missions. Organising
networking events and assisting HunterNet members in the promotion of their
capabilities was pivotal to their successes.
Senior management teams from LIBO, Shandong Energy and Taian Coal Machinery
Co were available for follow-up meetings from the day’s earlier site visits—MRA
had a post dinner meeting with Shandong Energy.
MRA see a possible opportunity to work with Capital Mining and agreed to send
them some questions as an outcome of the site meeting.
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Australian Embassy, Beijing: Delegation presentations, networking and business
matching with the assistance of Austrade. The delegation was joined by Shaun
Bennett and Pei Haiyan from Russell Minerals Equipment and Feng Wang and Linker
Li from Mine Site Technologies.

Illustrations of the Western informal style included:
Tom had an indication from Tidfor that they were interested in buying Sandvik. Tom
also saw opportunities with Anshan Heavy Mining Machinery (Mr Wen Jianuan and
Mr Li Xiuyan) and this requires follow up as they are looking for a partner. Anshan
are involved with Cloncurry Copper.
Ken also saw the Beijing General Research Institute of Mining and Metallurgy as
handy contacts.
Karl and Wayne met with Ben Jarvis, Austrade Counsellor, Resources & Energy
Dept. of Industry who provided a presentation on the Australian Coal market—handy
future contact.

One area of concern related to silo effects within HunterNet. Although the actor
bonding process was formal and organisationally based, key learned knowledge within
the HunterNet team remained tacit and stayed bounded by each individual’s sphere of
responsibility. This situation proved problematic when the China market protagonist
abruptly resigned near the end of the grant period and took valuable experience and
contacts with him.

7.10 Discussion
This chapter narrates HunterNet’s primary role concerning the internationalisation
process, with the cluster members taking a secondary role at this stage. Acting as the de
facto cluster manager, HunterNet’s historic role has been through its various activities,
such as monthly member meetings to disseminate knowledge regarding key industry
issues and potential opportunities. Ideally, this has taken the form of facilitating
subconscious ‘open innovation’, including all three perspectives: outside-in, inside-out
and coupling (Huizingh, 2011), whereby members share knowledge and form alliances
within the cluster. In essence, Ba (Nonaka & Konno, 1998) has been created and
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maintained so that social construction of the relevant knowledge can proceed through
the spiral’s various stages to accomplish new knowledge, which transcends into
common knowledge. The role of the cluster manager in this context is therefore as a
boundary-spanning facilitator (Tushman & Katz, 1980; Tushman & Scanlan, 1981a)
predicated on building trust with members and within the membership itself (Mesquita,
2007).
This role has been extended within the internationalisation process from facilitating to
function as the focal protagonist actively seeking opportunities, key resources and
associated resource ties, such as the original financial grant, new knowledge and new
alliances with overseas counterparts. Thus, this role fits the lean entrepreneurship
framework of opportunity seeking, resource attainment and capability building within a
resource-scarce context. Ideally, once this process has been realised in the fullness of
time, HunterNet will revert to its facilitator role and reside within an expanded ‘open
innovation’ cluster as it incorporates its new international networks and moves onto the
next project.
Reflecting on the uncertain environments and resource paucity, an emergent strategy
has emerged rather than a deliberate strategy as gazetted in the original research grant
submission, as evidenced by the pivot from Indonesia to Vietnam as more knowledge
has come to hand. Through the medium of frequent meetings, debriefings and
consequent reflection, action science has been implemented to drive organisational
learning from single-loop learning to double loop (Argyris, Putnam, & Smith, 1985).
The AR component has reinforced this process by recording these reflections as a
blueprint for future projects (Argyris & Schon, 1991).
Given the resource paucity context, both bricolage and effectuation can be discerned as
causal mechanisms. A key tenet of bricolage, ‘making do with what’s at hand’ (Baker &
Nelson, 2005), is reflected by HunterNet leveraging ‘free’ resources in the form of
academic researchers, student researchers, Austrade’s resource network and tacit
knowledge gained from existing members with previous international experience. An
example is triple helix connections—that is, industry, government and university—with
alliances between these actors promoting innovation in regional centres (Etzkowitz,
2003; Leydesdorff, 2000). By including international experienced members
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(community), one could argue that the quadruple helix has been adopted in procuring
resources (Kriz, Bankins, & Molloy, 2018)
Baker and Nelson’s (2005) parallel and selective bricolage orientations can be identified
within HunterNet’s overall operations. The parallel stance is represented by
HunterNet’s domestic activities, which are localised and involve many projects
simultaneously, whereas the selective stance is identified through the
internationalisation project and is underwritten by the separate associated project
funding. An attempt has been made to quarantine the internationalisation resources from
the general ‘run of the mill’ cluster operations to use them selectively in specific market
development to promote international growth. This balance appears to have been
difficult to achieve because it does not factor in the time constraint placed on the
various key actors within HunterNet. For instance, dedication of the program manager’s
time has only been allocated to one day per week working on the project. This target
was difficult to reconcile given, for instance, the time needed to organise the various
overseas delegations to and from Asia.
Effectual influences as both generative and constraining mechanisms have also been at
play in controlling the future by emergent decision-making rather than predicting the
future, as well as a focus on emergent relationships to guide decision-making,
particularly in regard to resource allocation and direction (Sarasvathy, 2001). Key
critical events, such as targeting Shandong province on the basis of the student
researcher’s family connections, the pivot from Indonesia to Vietnam under the
auspices of Austrade’s Vietnam-based office and the Fraunhofer Institute’s invitation to
visit Malaysia, show effectuation in action, and new relationships have become salient
in shaping the project’s trajectory, rather than original causal planning.
These appear to be positive developments in the context of HunterNet’s objectives for
this particular project; however, relying solely on effectuation can have dangers for
sustained success. By accepting the various subprojects as they present themselves,
resource capacities are stretched to breaking point, echoing the multi-project profile of
parallel bricolage, which ultimately constrains growth. Similarly, the perceived success
of the project by the chief underwriter, Austrade, has resulted in new effectual
constraining outcomes such as winning a second government grant for facilitating food
exports to Japan and Korea. It can be argued that this project’s objectives are outside
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both the competencies and mission of HunterNet. It will be interesting to observe the
reaction of HunterNet members who exclusively reside in the METS industries rather
than food and other non-related industries. On a broader canvas, news of HunterNet’s
success seems to have spread to other governments. This has created more effectual
constraining forces that now treat HunterNet as the ‘go-to organisation’ when planning
occasions such as sporting events in the Hunter. Once again, the membership may
perceive these projects to be peripheral and not central to METS concerns. The rationale
for effectuation influences rather than strategic drift, for example, lie in the unplanned
nature of taking on these new projects. HunterNet is captive for resources to the
government’s own agenda and thus direction, rather than driving its own planned
objectives and direction focused on direct membership needs.
The use of the AAR framework has been advantageous in ‘teasing out’ and highlighting
the specific activities, resources ties and actor bonds and their connections. In essence,
they have been instrumental in providing focus to the opportunities, resources,
capabilities entrepreneurship model.
7.10.1 Activity links
The selected activities have generated potential new opportunities in various
marketplaces, gained vital resources such as funding and new knowledge, and started
the process of building sustainable capabilities in terms of integrating the knowledge as
both experiential tacit and recoverable explicit knowledge bases (e.g. team-building
within the cluster and network enlargement). The trade missions to the target market
have been shown to directly speed up the activity links between respective partners,
particularly when coupled with prestigious and well-known resource ties such as
accompanying government trade missions. Activity links, represented by the various
HunterNet meetings and debriefings, have also speeded up knowledge exchange within
the cluster, as opposed to the organisation attempting the internationalisation process on
its own.
There is still a question mark over whether the activity links provided optimal value in
gaining all potential knowledge content and its exchange. In retrospect, the secondary
desk research did not go beyond a general overview of the countries involved and
tended to relate to market economics rather than identifying, for instance, cultural
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differences that needed to be addressed. Indeed, the importance of the cross-cultural
context tended to be subconsciously discounted, with only one or two sessions focusing
on this critical variable. Meetings and debriefings subsequent to the various missions
tended to focus on ‘who they met and what happened’, such as enjoying the various
banquets, which organisations they visited and what potential opportunities could be
explored, rather than reflecting on actual mechanisms needed in different cultural
contexts to fulfil these opportunities.
From a CQ perspective, whereby increasing cultural adjustment across four dimensions
has been linked to improved task performance (P Earley & Ang, 2003), both
motivational and behavioural CQ increased, albeit on an ad hoc basis; however,
increases in metacognitive and cognitive CQ were limited.
Motivational CQ (Templer et al., 2006) increases that were related to the ‘bonded’ team
environment and the various activities enjoyed as pleasurable experiences, such as the
dinner, site visits and banquets, reinforced affective ties between the actors involved,
and the perceived success of the activities raised self-efficacy levels among the
participating actors, which motivated the participants to seek further overseas successes.
The participants also learned behavioural artefacts such as banquet etiquette and
protocol, the importance of business cards and how to distribute them correctly, the
correct dress attire and a few basic linguistics (for example, greetings, goodbyes,
thankyous) in the respective languages, which overall increased behavioural CQ (P
Earley & Peterson, 2004) on a relatively superficial level.
Results were limited in regard to both metacognitive and cognitive CQ (Van Dyne et
al., 2012), because the underlying meanings behind the cultural differences encountered
were not fully appreciated or explored. Metacognitive CQ is defined is ‘thinking about
thinking’ and involves suspending judgements on encountered cultural differences to
limit one’s own cultural orientation by framing the interpretation and response and
becoming aware of cultural differences and seeking guidance on how to reconcile them.
Suspension of judgement and heightened awareness then enable cognitive CQ to be
increased by learning about a culture’s differing values, norms and behaviours,
untrammelled by one’s own self-reference criterion (Cateora et al., 2009).
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From a knowledge exchange and transfer perspective, much of the knowledge gained
remained tacit. When a key HunterNet actor was asked what he learned from the
project, his answer was couched in generalities, such as a ‘better appreciation and
understanding of the internationalisation process overall’, but he was not able to specify
which particular experience was gained. The conversion to explicit knowledge via the
various documentation and reports also tended to stay general, with comments such as
‘we learned a lot’ without going further and explaining exactly what was learned. Thus,
knowledge transfer within the idealised ba remained in the socialisation phase of SECI
as tacit knowledge without completing the cycle to turn tacit into explicit knowledge,
combining it with existing knowledge and finally internalising it as ‘business as usual’
(Nonaka & Konno, 1998). A lack of retentive capacity, where knowledge is not
retained, was a significant issue.
In terms of knowledge transfer to the cluster, internal stickiness (Szulanski, 1996)
derived from the tacit nature resulted in causal ambiguity because the membership as a
whole (most did not attend the various overseas missions) could only tap into the
experience on a superficial level, without really understanding the nuances present in
that experience, thus keeping the cluster’s absorptive capacity low. This meant that the
knowledge accrued from the international experience could not be fully exploited.
Given the levels of motivation to do so, this was a limitation.
With regard to knowledge creation and exchange with the international actors, external
stickiness primarily concerned a lack of absorptive capacity. Knowledge related to the
respective cultural differences encountered and the ‘way of doing business’ in these
markets was minimal at the beginning of the project, which meant that the activity
participants underwent a steep learning curve and often misunderstood the way forward
once contact had been made. In a sense, ignorance of the particular emic characteristics
of long-term relationship-building in these Asian markets allowed for an
overconfidence of potential success. Other forms of external stickiness, such as arduous
relationship (Szulanski, 1996) based on distance and a lack of previous contact are
present in targeting international and unknown markets. Without continuous contact
involving knowledge exchange, the lack of motivation to trust counterparts will not be
broken down, which is the basis for a lasting connection.
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Most of these activities, including trade missions, banquets and signing MOUs, are the
start of the relationship capability process. Rather than the reported objectives published
in the original grant submission, the signing of MOUs may have become the de facto
signifier of accomplished goals, with HunterNet actors moving on to other pressing
needs.
7.10.2 Resource ties
Establishing resource ties was relatively successful, particularly with regard to Western
organisations and networks. The project was perceived to be a success overall;
therefore, HunterNet could obtain further funding and access to other international
market networks, primarily through Austrade’s global reach. A second grant was
awarded to target Japanese and Korean markets using Austrade’s in situ resource ties.
Spin-offs to Malaysia and Germany may also be considered a result of resource ties
through their relationship with the Fraunhofer Institute. The latter market, Germany, is
becoming more salient to the Australian Government in a knowledge exchange and
organisational learning context. German Mittelstand firms and their associated business
models (Lehrer & Schmid, 2015) are regarded as a template by the Australian
Government for fostering locally based innovation and job creation, particularly in local
regional areas. Through the Fraunhofer network, HunterNet may obtain further funding
to explore connections with German cooperatives and firms.
Resource ties with international counterparts was also relatively successful, as
evidenced by the signed MOUs and visits by various government departments from
both China and Vietnam. Leveraging these international networks is still at an
introductory stage, as stated earlier; therefore, further contact and relationship-building
is needed.
The key issue surrounding maintaining these resource ties involves balancing the
various generating mechanisms. Although the project’s activities have delivered
increasing network connections, the scarcity of resources is a major constraint on the
ability to service these ties optimally. It is difficult to operate with a ‘skeleton team’ in
terms of time, specific skills and availability to accomplish what is needed. Long-term
and short-term cultural orientations and differing objectives are adding to the
constraining mechanisms. HunterNet’s primary resource tie, Austrade, consistent with
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Australia’s short-term orientation (Hofstede, 2001) and possessing objectives that are
politically driven, tends to provide grants for short life spans, with an expectation of
achieving outcomes within these parameters, whereas conducting business in Asia is a
long-term project given Asia’s long-term orientation. Thus, there is a mismatch of time
expectations for the proposed objectives to bear fruit. This leads to a further
constraining mechanism, which is the memberships’ perception of the efficacy of
HunterNet’s activities in terms of tangible, relevant and timely results, rather than being
perceived as an adjunct of Austrade. Thus, more HR would be a practical solution;
however, this is contingent on positive perceptions by the membership before future
employment is a viable option.
7.10.3 Actor bonds
Interactions between potential cross-cultural enterprise partners highlights gaps in
understanding and relational development. It shows that actors’ bonds, whether
individual or on a firm level, are slow to develop. Confusion exists between what
constitutes Guanxi and deeper levels of trust. It is easy for participants to be flattered in
China and surprised by initial levels of generosity. Generally, the Australian participants
have been cautious about moving too quickly. One of the key elements told to
participants is that patience in China is important.
The MOUs signed by the Chinese associations with HunterNet reflect the first step
taken in the process of Guanxi. These artefacts, which are particular to China, contrast
significantly with those emic expressions seen in the Australian relationship-building
culture. Here, the focus is on the Australian task/information orientation: egalitarianism,
adversarial and competitive negotiating, detailed long-term planning and specific
answers and solutions (Hutchings, 2005). In China, the process of Guanxi (Kriz &
Gummesson, 2014; Shalaan, Reast, Johnson, & Tourky, 2013) is a time-consuming
affair before concrete results are realised, even in the case of the Shandong province
referral. Trust (Xinren) must be built, culminating in the semiotic Pengyou (friend)
being used as the basis for a lasting interpersonal relationship. Similarly, Vietnam has
its own particularistic style of relationship-building, Quan He or Ban Phat An Hue,
whereby trust has to be built over time and is interpersonally oriented (Thang, Rowley,
Quang, & Warner, 2007). In both cases, the colloquial ‘watering the flower’ strategy
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needs to be employed, which refers to continuous contact between the respective actors,
once again at a primarily interpersonal level.
In the original conceptualisation of the AAR framework (Håkansson & Snehota, 1995),
actor bonds operated at the organisation level consistent with Western business cultural
norms (Kriz et al., 1999). Bonds are thus formed with Austrade, the UON, international
counterpart organisations such as CCPIT and government departments. The adapted
schemata of including individuals as levels of analysis reflects the salience of
interpersonal bonds borne in Asian business relationships, as illustrated by the
individual family connections in Shandong province.
It was interesting to note that some of the key opportunities gained were through
individual connections in the Western context rather than expected organisational ties.
Using the senior academic researcher’s individual contacts, sourcing of the China
experts and introductions to the Fraunhofer Institute were fulfilled. Much of the legwork
carried out by Austrade was facilitated by the local Austrade representative who has a
strong individual relationship with HunterNet’s senior staff. The most critical factor was
likely the individual approach taken by the senior HunterNet project manager who
fostered relationships with the key international counterpart actors and then left the
organisation to set up a separate consultancy to leverage these relationships as a socalled China expert.
Labelling these types of relationships (with the university, the government and
HunterNet) as organisational may be too simplistic. Without these individuals, the
relationship with these organisations is minimised and would likely fall away over time.
The academic researchers and the student researchers have left the Hunter region, and
the ex-project manager is now persona non grata and has no connections to HunterNet.
As stated earlier, key knowledge and networks have ‘walked out the door’. Thus, the
efficacy of the adapted AAR to include actor bonds at an interpersonal level seems
validated.
7.10.4 Multiplicity of perspectives
Table 7.2 classifies the different stakeholders involved in the project and attempts to
identify their respective objectives and perceived outcomes. As shown, these objectives
and outcomes differ significantly, as would be expected within a diverse cohort
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associated with the project. The consequences reflect a lack of implicit agreement in
perceptions of success factors related to their differing objectives and hence creates
significant discontinuity in overall success evaluation (Davis, 2014).
The key environmental constraint underpinning the discontinuity is cultural and relates
to time orientations for perceived success to occur. The time projection is operating
under the Western short-term time orientation in an Asian long-term time orientation
environment (Hofstede, 2001; Trompenaars & Hampden-Turner, 2004). Thus, the
Western actors involved expect results in a relatively short period, whereas the reality is
that objective success tends to take a long time to come to fruition in Asian contexts;
therefore, in most cases, it is difficult to assess the success or failure at this juncture for
the various stakeholder objectives.

Table 7.3: Multiple Perspectives of the Project for Primary Actors
Actor

Objectives

Outcome

HunterNet

1. Provide a platform for HunterNet
member internationalisation by providing
relevant activities, creating relevant
knowledge and disseminating it to
members, and forming strong actor bonds
with Chinese counterparts.

However, successful actor
bonds with Chinese
counterparts would be
labelled ‘weak ties’ rather
than ‘strong ones’.

2. Achieve project ‘success’ as perceived
by primary funding resources supplier,
Austrade, to gain more funding grants for
future projects.

Success. Rewarded second
grant to pursue international
opportunities in Japan and
Korea.

3. Forge value-adding links with UON to
gain future education, training and research
resources.

Uncertain, as UON actor
links with academic
researchers and students
broken as these individuals
left UON.

4. Promote the cooperative to the wider
Hunter and Newcastle community to be
perceived as the Hunter’s leading business
association and access wider resource ties
and actor bonds.

Uncertain, as competing
with other business
association and cooperatives
for community ‘voice’.

1. As corporate membership fees range
from $3,650–$6,500 p.a., members seek

Uncertain.

HunterNet
members
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Actor

Objectives
value for their membership spend.
2. Seek access to international markets.
3. Knowledge concerning these markets.
4. Relationships with potential direct
customers and agents.

Austrade

Chinese
and Asian
counterparts

UON

Outcome

Success.
Access to knowledge via
HunterNet workshops—
uncertainty whether
knowledge was valuable to
members, particularly those
who did not participate in
the trade missions.

5. Direct sales and international agency
agreements.

Limited success.

1. Increase local exports to Asia.

Limited.

2. Test case regional innovation capabilities
development to potentially roll out to other
regions.
3. Domestic political capital in depressed
Hunter region. Increased employment, new
business growth and limit business
closures.

Project success as evidenced
by renewing grant.

4. International political capital with
counterpart governments and government
agencies.

Uncertain—lack of
empirical evidence linking
directly to project.

1. Access to Western knowledge,
technology and experience.

Uncertain.

2. Access to foreign investment into
Australia.

Uncertain.

1. Access to a local industry body to
increase industry engagement research.

Limited. The original
conference paper was part of
the UON research stream.

2. Promote UON tertiary education to staff
and employees of HunterNet members.

Uncertain.

3. Increase positive UON public relations
within the local area of industry
engagement.

Limited, as lack of public
relations announcements to
the general public regarding
project engagement.
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Uncertain—lack of
empirical evidence linking
directly to project.

Actor

Objectives

Outcome

Hunter
community

Undefined objectives. Gain broad support
from government and government agencies
so local organisations like HunterNet can
regenerate Newcastle and Hunter region.

Promotion of HunterNet and
its activities both on local
TV and radio. Outcomes
uncertain.

What can be said with certainty is that the objectives differ in purpose and intent.
Stakeholders are defined as “any group or individual who can affect or is affected by the
achievement of the organization’s objectives” (Mitchell, Agle, & Wood, 1997, p. 856).
This does not integrate these differing objectives among the various stakeholders, so a
more realistic definition should focus on outcomes rather than the focal actor’s
objectives. Given that organisations must prioritise stakeholder interests because of
resource constraints (particularly as seen in HunterNet’s case), applying the stakeholder
salience model (Mitchell et al., 1997) from HunterNet’s perspective (see Table 7.3)
results in two of the five stakeholders being classified as highly salient—in this context,
salience is a factor of power, legitimacy and urgency.
Table 7.4: Stakeholder Salience Analysis
Stakeholder

Salience

Power

Legitimacy

Urgency

HunterNet
members

High

High

High

High

Austrade

High

High

High

Moderate

Chinese
and Asian
Counterparts

Moderate

moderate

moderate

Moderate

UON

Low

Low

High

Low

Hunter
community

Low

Low

High

Low

Source: adapted Mitchell et al. (1997) p 869.
Table 7.3 shows that HunterNet should prioritise managing the expectations of both its
members and Austrade, because both stakeholders are highly salient. Given the
differing objectives and perceived outcomes of both stakeholders, management of
expectations is not complementary. Thus, a proactive approach is needed by HunterNet,
particularly in terms of its members’ expectations. Active consultation and involvement
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in the process is needed so that members are not alienated in terms of understanding the
rationale behind accepting resources (funding) from government agencies such as
Austrade for projects that may appear to be peripheral to the direct needs of the
members.

7.11 Conclusions and Contribution
Studies in this area have just begun, but some important lessons are already unfolding.
The motto of HunterNet is ‘the power of many’. This has been advantageous in the
international domain. The resources of such organisations are constrained, but being a
representative body for 170 substantial members adds considerable power in
international domains. Signing an MOU is difficult for individual organisations, but
representing a cooperative of members has been advantageous in China.
The AR component is providing deep insights that would be difficult in alternative
research designs. The speed of activity links that are developing between the overall
cooperative and broader Chinese and Vietnamese entities has been unexpected. It defies
much of the previous logic around Asian business negotiation style (Fang, 1999).
Resource ties are limited at this stage, apart from base-level MOUs. Knowledge
exchange and absorption between Australian and Asian potential partners conforms
closely to the cultural distance and etic/emic evaluations discussed earlier.
The learnings involved have already spread across the broad team. Participants from the
cooperative are gaining exceptional insights that will have residual benefits. The
insights of the Australian firms and actors are being shared in various forums. The
outcomes, both positive and negative, provide valuable lessons to those who may join
future missions and activities.
Other important lessons are unfolding. Without sufficient cultural intervention and
training, participants are unlikely to gain the maximum benefits from their activities in
China. The AAR framework has been useful in identifying that interpersonal bonds
remain dominant and unavoidable in both China and the Western domain. Firm
brochures and representations and activities play an important role, but face-to-face
interaction and interpersonal exchange is crucial.
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The participant firms have sought additional advice from the broader team (particularly
the Chinese student researchers hired for the program) to interpret some of the key
nuances and negotiations unfolding. Debriefs and post-visit analysis has often identified
issues of misinterpretation. The tacit knowledge endemic to such cross-cultural
exchanges has proven challenging for those who are least experienced in Chinese and
international markets. The implications for theory and practice are likely to extend
beyond the Australia, China and Vietnam dyadic exchange under investigation. China’s
role, in particular, has grown significantly in international trade, with outbound foreign
direct investment from China a major shift. Chinese industry groups are conscious of
needing to better understand relationship development, so the results of this study have
broader implications. The project is ongoing, so the expectation is that this journey will
have many more surprises and require ongoing reflection and adjustment. Markets such
as Vietnam have now been incorporated into the program. Each current and future
market will have its own etic and emic nuances and challenges.

7.12 Limitations
Notwithstanding the role as active participants, the researchers are aware that care needs
to be taken not to impede naturalistic activities for the sake of more evidence. The key
is for the researcher to try to maintain objectivity and to triangulate the findings.
The research as a case study examines one particular context and set of participants,
which may not be generalisable to other similar internationalisation endeavours.
Investigating how a cooperative or cluster develops in an environment like China is
novel and has been under-researched to date.
The following chapter provides an overall conclusion for the whole thesis.
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Chapter 8: Conclusion
8.1 Introduction
The purpose of the concluding chapter is threefold. To situate the thesis within a
broader theoretical frame of reference encompassing agglomeration and innovation
spillover theory, then to address the research questions gazetted in the methodology
chapter and to integrate the material presented in the conceptual sections to provide an
overall conclusion for the thesis.

8.2 Agglomeration and knowledge spillover
One important aspect of HunterNet’s ‘long game’, if you will, incorporates a vision of
fulfilling sustainable innovation spillover. The vision encapsulates a future where the
process of lean internationalisation will gain momentum both within the cooperative
membership and with its relevant partners, so as to promote the spillover of knowledge
and technological innovation that will deliver sustainable profitable economic growth
for its members and create employment opportunities for the wider regional community.
The ability to enact this vision is predicated on the high levels of agglomeration
witnessed in the Hunter region. Mining and associated METS industries have been
highly concentrated within the region representing a mature cluster. The benefits
associated with agglomeration have been well publicised, particularly in a regional
context, and include:
-

The genesis of new industrial innovations that lead to strong regional
performance (Gordon & McCann, 2005).

-

Collective resources and associated knowledge spillovers intensify R.& D.
projects compared to isolated competitors; transaction costs are reduced in terms
of transport, human resources and ideas (Whittingdon, Owen-Smith, & Powell,
2009).

-

Localised spillovers attract both more firms and resources to join the cluster and
hence increases agglomeration which in turn facilitates the creation of more
localised spillovers (Koo, 2005).
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-

Increased entrepreneurial activities particularly in the formation of new startups (Tohmo, Littunen, & Storhammar, 2010).

-

New employment opportunities generated through new firm formation
(Knoben, Ponds, & van Oort, 2011).

The rationale for these benefits results from the proximity of the cluster actors in a
localised context, allowing for the fostering of localised learning processes associated
with mutual formal and informal knowledge exchanges and the development of flexible
inter-firm alliances (Gordon & McCann, 2005). From a knowledge-based-view
perspective in which knowledge is assumed to be the most strategically important
resource (Arend, Patel, & Park, 2014; Grant, 1996), innovation spillovers or more
precisely knowledge spillovers can also be regarded as strategically important resources
within agglomerated clusters. Knowledge-spillover theory contends that knowledge
creation can promote knowledge spillovers that generate new opportunities that
entrepreneurial firms can exploit, leading to new innovations and economic growth
(Acs & Sanders, 2013; Block, Thurik, & Zhou, 2013).
Locational proximity to knowledge-intensive firms within a cluster or cooperative
membership allows for knowledge diffusion (spillover), by happenstance or design, so
that knowledge is rapidly shared between actors (Camison & Villar-Lopez, 2012). Face
to face exchange, mutual trust, shared values, and the increased ability, as a collective,
to access, evaluate and integrate external knowledge underscores the proximity
advantage given the spatial boundedness of highly contextualised ‘sticky’ tacit
knowledge. This process sets the platform for the creation of new knowledge markets
and inherent knowledge exchange (Grillitsch & Nilsson, 2017). In terms of absorptive
capacity (Cohen & Levinthal, 1990), both regional cluster and individual firm
absorptive capacities are increased as a result of knowledge spillovers, because they
induce complementarities in firm’s R&D and increase consequent R&D investment
(Aghion & Jaravel, 2015).
The above analysis, particularly in the case with small to medium firms, has painted a
positive stance on agglomeration and subsequent knowledge spillovers, in ultimately
increasing innovation activity in regional clusters, as represented by the concept of
‘innovative milieu’ (Aydalot & Keeble, 1988). This is particularly favoured by regional
policy makers, who espouse an ‘ideal’ local cluster operating environment. Proximity-
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driven innovation underpins the concept and is seen as a model for decentralised growth
and a source of entrepreneurship (Uzunidis, Boutillier, & Laperche, 2013). External
variables generate the innovative environment conducive to innovation, and include the
degree of economies of localization and agglomeration which reflects the rate of local
innovation, and degree of cooperation and collaboration amongst clustered firms. The
benefits of an innovation milieu are perceived to be cost-reducing production
efficiencies and reduced operating uncertainties, resulting in enhanced firm innovation
capabilities (Czarnitzki & Hottenrott, 2009; Shefer & Frenkel, 1998). A timely
inclusion to innovation milieu provenance has been the addition of the ability to
dynamically share and exchange valuable knowledge (spillovers) between the locale’s
firms and organisations, and is consistent with the knowledge-based view of
agglomeration (Vittoria & Lavadera, 2014).
Not all is ‘rosy’, however, in the ‘garden’ of agglomeration. There are also constraints
that limit the ability to innovate within this context. Knowledge ‘free-riding’ firms can
take advantage of knowledge spillovers without accruing associated R&D and
marketing costs, which can result in diminishing both the originating firm’s
competitiveness and value of innovations (H. Yang, Phelps, & Steensma, 2010).
Traditional strategic management assumes that valuable knowledge should be protected
within the firm to ensure value creation and capture, and negating any motivation, for
instance, for adopting open innovation practices. Firms have become preoccupied with
generating mechanisms to limit knowledge spillovers and imitation (Alnuaimi &
George, 2016), such as incorporating causal ambiguity within their design processes
(Szulanski, 1996).
Recent research, however, tends to refute this claim, where, in certain circumstances,
knowledge spillovers and associated ‘free-riding’ can actually benefit the originating
firm. Spillover knowledge pools can be formed whereby the originator can recombine
complementary knowledge from recipient firms thus generating opportunities for the
originator through vicarious learning from the recipients (H. Yang et al., 2010).
Alnuaimi and George (2016) have extended this approach by moving beyond vicarious
learning to considering various forms of strategic interfirm relationships, so as to
proactively leverage mutual spillovers under the guise of knowledge-retrieval
appropriability. In the case of open innovation relationships, research has indicated that
mutual-exchange assumptions within the OIA alliance diminish the occurrence of ‘free212

riding’, which is borne primarily by firms outside the OIA (Han, Oh, Im, Chang, Oh, &
Pinsonneault, 2012).
The major innovation constraint, however, relates to the increasing homogeneity of the
knowledge pool and associated spillovers. Agglomeration involves the concentration of
firms within a similar industrial product and services base leading to similar knowledge
pools (Gordon & McCann, 2005). Initially economies of agglomeration create an
environment that promotes innovation, however over time homogenisation of the
knowledge becomes more concentrated. This homogenisation effect takes precedence,
limiting the amount of new entrepreneurial opportunities and hence innovation, and is
reinforced by the formation of a macroculture that implicitly suppresses innovation
(Pouder & St. John, 1996).
Agglomerated clusters evolve through three phases: origination and identity formation;
convergence of clustered firms; and firm reorientation which includes a decline in
cluster performance. As the cluster progresses, economies of agglomeration that
initially acted as inducements, erode over time, with an ensuing erosion of innovative
activities (Pouder & St. John, 1996). The building blocks related to the constraining
macroculture are the salience of dominant logics that pervade the firm’s strategic and
operating assumptions within a given industry. ‘The ways of doing business’ are deeply
embedded as the ‘correct’ way to operate in the industry and discount novel approaches
to doing business (Boivin & Roch, 2006; Grant, 1988; Prahalad & Bettis, 1986; Wilson,
2013).
To re-energise innovation activity and overcome the homogenisation effect, increasing
the heterogeneity of the knowledge pool should occur by injecting external knowledge
sources to the agglomerated cluster. This can be done by expanding the business social
network - moving from a closed business network to incorporate a more diverse set of
actors. Strategies that are designed to strengthen weak actor ties have been shown to
generate more novel knowledge than just maintaining strong ties, because the former
will access differing and less similar network circles as opposed to the latter where
considerable similarity overlap is presumed to occur. Weak ties connect firms to the
wider world and provide knowledge sources that go beyond what the firms already
know (Granovetter, 1973, 1985, 2005).
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Different actor groups, with associated localised and homogeneous knowledge pools,
have been conceptualised as separated by structural holes within an overarching social
network. By extending weak organisational ties across structural holes, groups connect
with others with alternate modus operandi, brokering more diverse and hence
innovative social capital (Burt, 2004, 2009; G. Walker, Kogut, & Shan, 1997; A. Zaheer
& Bell, 2005). Thus the inclusion of organisational actors from different industries,
different environmental contexts, international marketplaces and Universities (Belitz &
Molders, 2016; Besser & Miller, 2011; Leyden & Link, 2013), refreshes the knowledge
pool, creates more diverse spillover opportunities and promotes renewed entrepreneurial
activity resulting in increased innovation (Audretsch & Keilbach, 2005).
The Hunter region, itself, is a traditional mature regional cluster with a long history of
mining and associated industry manufacturing organisations. HunterNet, the region’s
premier business cooperative, has been in existence since 1992, representing a network
of over 200 mining, manufacturing, engineering, and specialist services companies
(www.Hunternet.com.au). In terms of performance, the region was underwritten by the
global-mining-commodities boom for many years, which, however, abruptly ended in
2014 -2015 causing profits to collapse and significantly increase local unemployment
rates (Galilee, 2015). In response to the economic downturn, HunterNet sought and
received a Federal Government grant to start an internationalisation program so that
their members could gain access to new international Asian marketplaces, such as China
followed by Vietnam and other Asian marketplaces.
Framing this narrative through the lens of agglomeration theory (Gordon & McCann,
2005; Koo, 2005), the Hunter region is a classic example of how an agglomerated
cluster evolves through the three phases of Pouder & St. John’s (1996) path-dependency
over time. Currently situated in the firm-reorientation phase, the region is characterised
by homogeneous knowledge pools, a closed network with strong actor ties (Burt, 2004)
and ensuing declining innovation and entrepreneurial activity rates. The cluster is
overseen by a strong macroculture, spawned by many of the leading actor individuals
having grown up together and attending the same schools. The cluster’s ‘sticky’
dominant logics exclude ‘new ways of doing things’.
HunterNet, as the key business cooperative representing the cluster, is now attempting
to add a fourth pathway, a transformation phase, so as to drive new cycles of growth
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and entrepreneurial activity that in the long-term will secure sustainable innovation and
associated knowledge spillovers. The major challenge is to unlock the closed network,
and ultimately increase the heterogeneity of the knowledge pool. The tools at hand have
so far focused on strengthening weak ties (Granovetter, 2005) across certain key
domains and bridging structural holes (Burt, 2004), thus accessing new local, national
and international networks, which can be integrated into the original Hunter networks.
From local and national Australian perspectives, the Triple Helix orientation (Kriz et al.,
2018) has been applied forming relationships with the local University, the University
of Newcastle, and relevant Federal, State and local Government departments. Highlights
achieved so far have been the alliance between the association’s members and one of
the University’s research institute, to form an alliance, NIER-TUNRA, which has
successfully commercialised innovative bulk solid handling, processing and conveying
systems. HunterNet has also been able to employ at both strategic and tactical levels,
key expert University staff and students to leverage their knowledge within the
internationalisation process. Similarly, relationships with Austrade (the Australian
Government trade and export department) have provided capital funding, new market
knowledge resources and, importantly, key international organisational actor
introductions. From an international network perspective, nascent relationships have
been formed with leading Chinese and Vietnamese Government agencies, relevant
commercial associations and potential customer firms.
In summary the above section situates the empirical research of a lean
internationalisation venture within the agglomeration literature, so as to initially
understand the broader context of regional innovation systems, before moving on to
draw conclusions on the specific ‘here and nows’, which follow. The rest of the
concluding chapter addresses the research questions and its conceptual integration as an
overall conclusion for the thesis.
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8.3 Addressing the research questions

Research Question 1: How successful has the HunterNet Cooperative been in building
international relationships and connections through the Asian Business Engagement
Plan?
HunterNet has been highly successful in delivering value-adding relationships and
connections with their Chinese and Asian counterparts to their membership base. This
realisation has been vouchsafed by the outcomes of being awarded a second grant by
their primary resource provider, Austrade, and the tangible results that some of the
members have achieved in these international markets. The success is particularly
impressive given the highly resource-constrained environment in which HunterNet has
been operating. Resource constraints primarily involve a lack of capital funds, HR and
lack of knowledge both in the internationalisation process itself and specific market
knowledge regarding the markets targeted. With regard to differing cultural influences,
external stickiness has created a barrier to successful knowledge exchange, particularly
in terms of speed of exchange and engaging in the process of forming long-term
beneficial relationships with the Chinese and Asian counterpart organisations and
individual actors. This constraint may decrease as HunterNet gains more experience and
increases its cultural intelligence.
The cooperative’s overall strategic paradigm has been to shift the implicit ‘taken for
granted’ closed network model to a more proactive open innovation system (Snehota &
Håkansson, 1995). The closed model reflects the cluster as a whole operating within a
local context with both strongly influencing dominant logics (Boivin & Roch, 2006;
Grant, 1988; Wilson, 2013) and strong ties between members, informally arranged over
years of contact. Outside influences on the closed system were minimal and tended to
be government-prescribed polices foisted on the cluster as a whole.
The internationalisation program embodied by the ACBE has been the focal event to
operationalise the move towards a more open innovation formula. To do this, the
cooperative has endeavoured to break down these entrenched dominant logics and then
provide a platform for knowledge- and resource-sharing that encompasses a broader
canvas related to different avenues for growth, such as the Asian program. One method,
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for instance, has been to create a series of community of practice (Wenger, 1998)
opportunities through monthly meetings and workshops directly related to the various
interests of the members.
Within this open innovation context, the cooperative body itself has acted as a cluster
manager (Obstfeld, 2005) by facilitating this move from closed to open and employing
a lean entrepreneurship (Bicen & Johnson, 2015) stance based on the concept’s three
approaches: recognising opportunities, gaining relevant resources and building
capabilities to take advantage of these opportunities (Mazzarol, 2005). Thus, in terms of
the ACBE project, Asian opportunities were identified, resources in terms of funding
and staff were established and capabilities are being built, primarily in terms of
knowledge and relationships, to realise the opportunities.
Directly relating to the lean posture, HunterNet has at times employed both bricolage
(Baker & Nelson, 2005) and effectuation (Sarasvathy, 2001) as mechanisms to
underscore its achievements. Bricolage can be seen in HunterNet’s use of Government
funding and networks and its procurement of external market analysts ‘free of charge’
from its connections with the local university. Effectual influences can be identified by
the relative flexibility in changing strategy, such as changing target markets and
including new markets from the original plan and a willingness to change key staff to
lead the process. The application of effectuation has had a significant effect on limiting
the dominant logics predicated on local strong actor bonds and the causal linear
approach taken by members in the past. By creating external weak ties with Chinese and
Asian counterparts, HunterNet has enacted Granovetter’s assertions regarding the
relative strengths of ties between actors. Strong ties are presumed to limit the ability to
expand networks because of overriding dominant logics, whereas weak ties allow
network expansion, which connects more actors that may prove valuable over time.
Crucially, this fosters innovation possibilities as more heterogeneous knowledge enters
the network (Granovetter, 1973). In summary, HunterNet has achieved success by
providing a platform to engage its members in China and Asia.
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Research Question 2: How appropriate is the AAR framework for developing accurate
insights, particularly in respect to the AAR’s adaptation for China?
The AAR framework (Snehota & Håkansson, 1995) concerns itself with how
relationships are developed when the interaction is mutually oriented between two
reciprocally committed actors, and it provides an interdependence of outcomes. It
assumes that the outcomes cannot be reproduced by each actor in isolation and that
synthesis is not easily duplicated. The framework attempts to break down the whole into
its sub-dimensions of AAR to explore the causal connections between the subdimensions.
The activity links instigate the process of relationship-building that underpins the
development of resources ties between the dyadic arrangements in terms of
technological, knowledge, material and other intangibles between the two organisations.
The resource itself can be regarded as valuable in its own right, and the dyadic
relationship frames the interdependency of how both actors share and use the resources.
As a result, a relationship can be viewed as a discrete resource tie that binds together
various resource elements to produce a new aggregated resource structure or resource
constellation.
Figure 8.1: AAR framework (Snehota & Håkansson, 1995, p. 35)

Activity

Links

Resources

Actor

ties

Bonds

Source: Snehota & Håkansson 1995 p.35.
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Through this process, actor bonds are formed that affect how these actors perceive,
evaluate and treat each other. They form distinct identities in relation to each other and
facilitate the interaction and integration processes. By analysing the existing activity
links, resource ties and actor bonds, the nature of the relationship can be assessed to
provide context in terms of predictability and significance of the relationship to the two
actors involved in the relationship formation.
In this sense, the application of the AAR framework to the internationalisation process
has been limited in its appropriateness for this particular project. It has allowed for the
easy identification and classification of the key events as discrete objects; however,
providing meaning to the overall process has remained superficial. The AAR
framework is grounded in the industrial marketing paradigm, whereby the actors
perform in set dyadic relationships rather than including the aggregated network effects
necessary for cluster and network analysis. The framework originators (Snehota &
Håkansson, 1995) tend to couch their explanation in ‘ex post’ terminology; when the
relationship has been relatively consummated. Whereas in this particular case, the
project is only in its infancy and is still unfolding, such that the final outcomes are not
currently known.
The adapted layer of individual actor interactions within the framework has also
generated limited use for this particular project. The rationale for its inclusion was to
take into account the interpersonal nature of relationships inherent in Chinese and Asian
cultural orientations (Kriz et al., 1999). The primary and secondary data sources only
take in the Western side of the narrative; thus, it is biased in its content towards the
organisational orientation borne by Western cultural norms when regarding business
relationships. However, this additional layer highlights the need for Western actors to
fully understand the differing interpersonal cultural orientations, as reflected by a gap in
the cultural training activities, where these differing orientations are explored in more
detail regarding their significance.
A more appropriate framework to ground this particular project would have been the
opportunities–resources–capabilities framework because it is consistent with the lens
chosen to analyse the process (lean entrepreneurship rather than industrial marketing),
and it captures the events as they unfold rather than in an ‘ex post’ context.
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Research Question 3: What insights and lessons can be learned about cultural
intelligence from observing how HunterNet in Australia has approached China?
Understanding cultural differences is important for the long-term viability of the
project. External stickiness in terms of barriers to knowledge creation and exchange
were prevalent throughout the project’s lifetime. Low absorptive capacity (Cohen &
Levinthal, 1990) regarding differing cultural orientations represented a significant
barrier to understanding counterparts’ motivations and actions, and how to strategically
leverage the relationships once created. Causal ambiguities regarding the actual
significance of MOUs, differing communication styles and the timeframe required to
build trust led to the relationships remaining arduous and tended to diminish motivation
in certain members’ levels of perseverance in achieving their original goals (Szulanski,
1996).
The cross-cultural workshops and ‘in situ’ foreign market experiences tended to
ameliorate these barriers; however, the effect on lifting cultural knowledge absorptive
capacity remained at the cognitive level. The workshops focused on both etic and emic
prescriptions of how best to engage with overseas counterparts without providing a
more holistic approach such as that inherent in CQ training, which incorporates
metacognitive, motivational and behavioural dimensions (P Earley & Ang, 2003).
Going beyond cognitive learning and employing the more inductive attributes of CQ
would have given HunterNet and its members a more profound understanding and an
ability to reconcile the cultural influences at play. This includes how their culturaloriented actions and communications would be interpreted by their Chinese and Asian
counterparts, suspending judgement on the meaning of counterparts’ actions and
communications rather than jumping to heuristic and emotionally laden conclusions,
maintaining motivation levels as they progressively understood these actions and
transcending behaviours from simplistic mimicry to more informed responses.
The use of CQ, however, comes at a cost as a practical tool. The need for several
workshops to fully explore CQ and its efficacy, as presented by an expert in the field,
would be financially onerous to the cooperative, especially given the resource-poor
context (lean) under which the internationalisation process is operating.
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One insight gleaned from the process in relation to CQ provides value. Tacit knowledge
(Hislop, 2009) gained from experiencing the various overseas activities, mission and
trade visits translated into lifting self-efficacy (Bandura, 2001) and confidence levels in
general. Simply ‘being there’ flowed through to a heightened level of confidence felt by
the HunterNet individual actors in tackling future overseas ventures, whether in Asia or
elsewhere, thus increasing levels of motivation to take on more overseas projects.
However, this ‘feeling of confidence’ remains at the individual tacit level and is
difficult to transfer to other members. Ex post debriefing sessions failed to capture the
richness of this experience-based knowledge. Thus, the importance of experience-based
organisational learning as opposed to other types of organisational learning, such as
cognitive, has been highlighted (Easterby-Smith & Lyles, 2011).
Research Question 4: What are the implications from the project for future crossborder engagement initiatives?
From a HunterNet perspective, the project has shown that lean internationalisation is
possible and can be applied successfully to future international projects. The process of
carrying out relevant activities allows for value-laden resources ties and actor bonds,
which is the currency for opportunity identification and seeking, as well as gaining
resources to support new ventures and building capabilities such as having a full
understanding of the international environment to be targeted.
Open innovation processes within the cluster allow for efficient knowledge transfer to
underpin innovation that can be commercialised internationally. HunterNet itself
remains as the cluster manager and employs an entrepreneurial orientation to lead,
manage and coordinate new international projects. Bricolage and effectuation can be
harnessed to aid the entrepreneurial process because they provide the means to attract
‘cheap’ resources and flexibility to pivot quickly if necessary from one strategy to
another without wasting scarce resources.
The style of bricolage is important and should be directed to selective bricolage rather
than parallel bricolage (Baker & Nelson, 2005). This means selecting new projects
carefully rather than attempting too many projects simultaneously, because the latter
will strain the resource pool even further and may lead to unrealised outcomes.
Effectuation is premised on affordable loss and the ability to be flexible as the process
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unfolds; it is an emergent strategy rather than a causation-based deliberate strategy.
Successful effectuators are also able to increase their networks to gain knowledge,
which influences strategic decision-making as the strategy unfolds (Sarasvathy, 2001).
Becoming captive to one stakeholder in the network has a danger in allowing
effectuation to override the judicious project selection process, as illustrated in
HunterNet’s latest Government grant award. HunterNet has been tasked with following
the same process into Japan and South Korea to create pathways for the local Hunter
food and agriculture sector. This industry sector does not represent the cooperative and
members’ main industry focus of mining and METS-related industries. This may
alienate the membership, who will not regard this new venture as value for money in the
context of membership fees, and it will be perceived as strategic drift from the ‘main
game’.
Another caveat regarding bricolage and effectuation and how extensive it is relied on as
a strategy, relates to members’ strategic orientation. HunterNet’s members in general
favour a deliberate strategy that uses causal planning as the basis for executing
innovation. Bricolage and effectuation clash with members’ dominant logics and are
treated with caution because they are perceived to be ‘too’ uncertain. Thus, the balance
between causation and bricolage-inspired effectuation needs to be calibrated so that the
latter can be used as the ‘door-opener’ into a given market; however, once the project
matures, a change to causal planning is recommended. Indeed, Baker and Nelson (2005)
note that many successful bricoleurs begin a project by leveraging selective bricolage
and then switch to causal planning and strategy as the project matures and sufficient
knowledge has been attained to minimise uncertainty to a level at which the transition is
viable.
Relevant CCT such as CQ development is a long-term prospect and is not projectdriven. Currently, cultural orientation workshops are provided before an international
market entry and may be backed up within the project timeframe from a HunterNet
perspective. The internationalisation process rationale is that HunterNet ‘opens the
door’ by creating relationships that act as a platform for members to leverage over time.
Given that most Asian markets are culturally long-term oriented (Hofstede, 2001),
meaning that business relationships require a long-term perspective to build trust, CQ
development is necessary over longer periods than the current situation. For example,
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one of the major tenets of the Chinese Guanxi strategy is known in the vernacular as
‘watering the flower’, which means timely and consistent contact with counterparts,
even when there is a lull in business connection activities. HunterNet’s current stance is
to create relationships in its infancy stages and then move on to the next project without
giving due attention to the actions needed to take the relationships forward over time. It
may be argued that the members themselves should take up the relationship
maintenance role; however, once again, this approach clashes with the interpersonal
nature of Chinese and Asian relationships, in which the individual actor is salient over
organisational actors. Therefore, it is important that the original individual actors stay
connected.
Reflecting on lean internationalisation resource constraints and the few individuals
available to lead the projects shows that knowledge management processes can become
compromised. This is akin to the silo effect in large organisations, whereby knowledge
is not communicated across all relevant boundaries (Tett, 2015), and knowledge and
experience may remain tacit and ‘silo-ed’ with any project’s particular manager. This
valuable knowledge resource may ‘walk out the door’ if the individual leaves
HunterNet, which has occurred twice in two projects in HunterNet’s internationalisation
project history. The reasoning behind the lack of knowledge exchange in this context
has been given as either ‘not enough time available’ or a lack of motivation to share by
the individual, who wishes to leverage this knowledge personally in another
organisation. This rationale may be true; however, it is incumbent on HunterNet to
attempt to convert this tacit knowledge into an explicit format so that new staff
replacements do not initially operate in ignorance and waste resources repeating what
has already been learned. Thus, debriefings that are fully codified within the action
learning and research cycle would be beneficial.
Research Question 5: What are the broader lessons in terms of cooperatives and
clusters from such an approach to cross-cultural engagement?
Given the nature of the current research (i.e., a single case study), it is difficult to
generalise across a broader canvas. However, some lessons may be inferred in a general
sense for cross-cultural engagement, where resource-scarce environments are
particularly constraining.
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Extensive CQ training and development is needed to fully understand the international
cultural environment that is being addressed. This involves going beyond learning a few
important cultural artefacts and drilling down deeply to fully understand the cultural
assumptions that underpin the culture’s values and emic artefacts. Cultural knowledge
at this level allows for a proactive and strategic posture in developing relationships with
differing cultural counterparts rather than trying to untangle external stickiness-induced
misunderstandings reactively.
In a domestic and regional cluster context, that is seeking to internationalise, open
innovation offers the mechanism to increase knowledge pools and network connections,
which has the advantage of both minimising the hindrance of dominant logic effects and
promoting innovation activities across the cluster. A cluster manager, such as a relevant
business association, can coordinate the open innovation process and become the
entrepreneurial entity responsible for entering new international markets. The cluster
manager’s responsibilities include generating the necessary activities, resource ties and
actor bonds, predicated on effective knowledge creation, transfer and integration within
the cluster.
Bricolage and effectuation practices are useful tools for ameliorating the resource
constraints; however, care must be taken to remain consistent with the overall cluster
objectives and waste resources on peripheral projects beholden to other salient
stakeholders whose agenda may differ to the cluster’s primary directives. Multipleperspective stakeholder analysis helps makes these incongruent objectives explicit at the
outset.
A starting point for expanding networks is to explore triple helix constituents of
Government, industry and local Universities to leverage any potential resources in the
form of funding and larger networks, and to access potentially relevant research and HR
expertise.
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Chapter 10: Appendices

10.1 Interview Protocol
Richard Collins (FBL) Document.
Prior to the Interview:
1. When a potential participant indicates their willingness to participate in the research,
contact them to arrange a convenient time and place for the interview.
2. Explain that the interview is confidential and that the participant has the right to
refuse to answer questions or withdraw from the research at any time.
3. This is a semi-structured interview protocol. The questions provide a guide only.
The Interview.
1. Welcome participate and thank them for coming
2. Ensure that participant is comfortable.
3. Remind the participant that the interview is confidential and that they have to right to
refuse questions or to withdraw from the interview or research at any time.
4. Review the consent form and ask participant if they have any questions about the
interview or the research.
5. Remind the participant that the interview will be recorded and translated.
6. Review that the research is exploring the factors related to the ACBE project.
7. Ask participants to relate their experiences as part of the ACBE project.
Potential Focus Questions:
1. How successful have the HunterNet and its members involved in the project been in
building industrial marketing connections?
- Can you describe the experience of building relationships with your Asian
counterparts?
- How successful were you in building these relationships?
- What were the barriers you encountered in attempting to build these relationships?
2. How well have HunterNet and its members involved in the China project developed
their Asian Cultural Intelligence skills?
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- How would you describe your understanding of Asian business culture prior to
meeting your Asian counterparts?
- How aware of potential cultural differences were you when meeting with your Asian
counterparts?
- Can you tell me what you learned from the experience of dealing with your Asian
counterparts?
3. What are the implications for HunterNet and Austrade from the project for future
Industrial marketing engagement?
- Would you describe the trade mission to Asia a success?
- Can you suggest any improvements to be made for trade future missions to Asia?
- How would you describe the experience to other HunterNet members who may be
considering taking part in future trade missions to Asia?
Closing the Interview:
1. Check whether the participant has questions before the interview is finalised.
2. Thank the participant for participating in the interview.
3. Ask the participant if they would be available to review the written transcript of their
interview.
4. Reassure the participant that if they change their mind about participation then they
can withdraw their consent to use the recorded audio in the research.
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10.2 Participation information Sheet – HunterNet Organisation

Dr. Philip Rosenberger iii
Newcastle Business School
Faculty Business and Law
University of Newcastle
Callaghan
Philip.Rosenbergeriii@newcastle.edu.au

Information Statement for the HunterNet Organisation for the Research Project:
International action research: lessons learnt from the power of many.
Document Version 2 dated 06/07/2018
Your organisation is invited to participate in the research project identified above which
is being conducted by Richard Collins from Newcastle Business School at the
University of Newcastle. The research is part of Richard’s studies at the University of
Newcastle, supervised by Dr. Philip Rosenberger III (Chief Investigator) from the
Newcastle Business School, University of Newcastle, and Associate Professor, Anton
Kriz, ANU.
Why is the research being done?
The purpose of the research is to examine HunterNet’s and its member organisations
initial experience to stimulate internationalisation between Australian business
cooperatives and clusters and industry and enterprise targets in Asia. The research is
being undertaken in order to better understand factors that affect potential business
opportunities between Australian mining and mining related technologies (METS) and
their Asian counterparts. It is expected that the outcomes will identify synergies and
potential further business opportunities between the two regions, and have positive
implications for identifying factors that create effective knowledge exchange and good
working relationships that are essential for continued business relations.
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Who can participate in the research?
We are seeking the HunterNet Organisation HunterNet’s staff and its organisational
members directly involved in the ACBE Plan (an Australian Federal Government
initiative) as partners in the research project
What would you be asked to do?
If participation is agreed, you are asked to 1) sign and return the organisation consent
form to the researcher, 2) distribute the employee Participation Information Statements
and consent forms by email to the relevant participants in the organisation. Richard
Collins, the student researcher, will be your direct contact with you regarding this
process.
What choice do you have?
Participation in this research is entirely your choice. Only those organisations and
people who give their informed consent will be included in the project. Whether or not
you decide to participate, your decision will not disadvantage you.
If you do decide to participate, you may withdraw from the project at any time without
giving a reason and have the option of withdrawing any data that you have provided.

How much time will it take?
Your time commitment will be consistent with the time taken to email the participant
groups the Participation Information Statements and Consent forms

What are the risks and benefits of participating?
There will no immediate benefit to you in participating in this research; however it is
anticipated that the research will provide participants comprehensive insight for future
internationalisation endeavours that they may be part of the ACBE plan. There are no
perceived potential risks or discomforts in participating in the research
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How will your privacy be protected?
Only the researchers will know the identity of the organisations and individual
participants if you decide to participate your identity will remain confidential only to the
researchers. Any identifying data will be coded out as soon as possible after the
interview and interview transcription. The research data will be coded to ensure privacy
and confidentiality and stored in a password protected file accessible to only the student
researcher, supervisor and the chief investigator. Data will be retained for 5 years after
completion of the project. Paper consent forms will be scanned onto a password secured
computer located in the Chief Investigator’s office at the University. The paper consent
forms, once scanned will be disposed by a document shredder.

How will the information collected be used?
The data will be reported and published in an academic peer-viewed journal article,
which will also contribute the Student Researcher’s (Richard Collins) PhD thesis.
Individual participants will not be identified in any reports arising from the project. You
will be able to review the recording and/or transcripts to edit or erase your contribution.
Non-identifiable data may be also be shared with other parties to encourage scientific
scrutiny, and to contribute to further research and public knowledge, or as required by
law.
You will be provided both a transcript of the interview and a summary report of the
research’s findings.
What do you need to do to participate?
Please read this Information Statement and be sure you understand its contents before
you consent to participate. If you would like to participate, please complete the
individual consent form and return it by email to Richard Collins,
Richard.Collins@newcastle.edu.au. Once received, we will send them the participant
Participation Information Statements and consent forms for dissemination. If there is
anything you do not understand, or you have questions, please contact the researcher.
The signed consent form will be taken as your informed consent to participate.
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Further information
If you would like further information please contact Richard Collins,
Richard.Collins@newcastle.edu.au. Alternatively you may contact the Chief
Investigator, Philip Rosenberger III, Philip.Rosenbergeriii@newcastle.edu.au
Thank you for considering this invitation.

Signed
Dr. Philip Rosenberger III, Chief Investigator
Philip Rosenberger III………………………………….

Associate Professor Anton Kriz, Co-supervisor

Anton Kriz……………………………………

Mr. Richard Collins, Student Researcher

……………………………………

Complaints about this research
This project has been approved by the University’s Human Research Ethics Committee,
Approval No. HShould you have concerns about your rights as a participant in this research, or you
have a complaint about the manner in which the research is conducted, it may be given
to the researcher, or, if an independent person is preferred, to the Human Research
Ethics Officer, Research Office, The Chancellery, The University of Newcastle,
University Drive, Callaghan NSW 2308, Australia, telephone (02) 49216333, email
Human-Ethics@newcastle.edu.au.
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10.3 Participation information sheet for HunterNet staff

Dr. Philip Rosenberger iii
Newcastle Business School
Faculty Business and Law
University of Newcastle
Callaghan
Philip.Rosenbergeriii@newcastle.edu.au

Information Statement for HunterNet staff for the Research Project:
International action research: lessons learnt from the power of many.
Document Version 2 dated 06/07/2018

You are invited to participate in the research project identified above which is being
conducted by Richard Collins from Newcastle Business School at the University of
Newcastle. The research is part of Richard’s studies at the University of Newcastle,
supervised by Dr. Philip Rosenberger III (Chief Investigator) from the Newcastle
Business School, University of Newcastle, and Associate Professor, Anton Kriz, ANU.
Why is the research being done?
The purpose of the research is to examine HunterNet’s and its member organisations
initial experience to stimulate internationalisation between Australian business
cooperatives and clusters and industry and enterprise targets in Asia. The research is
being undertaken in order to better understand factors that affect potential business
opportunities between Australian mining and mining related technologies (METS) and
their Asian counterparts. It is expected that the outcomes will identify synergies and
potential further business opportunities between the two regions, and have positive
implications for identifying factors that create effective knowledge exchange and good
working relationships that are essential for continued business relations.
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Who can participate in the research?
We are seeking HunterNet staff directly involved in the ACBE Plan (an Australian
Federal Government initiative) to participate in the research
What would you be asked to do?
If you agree to participate, you will be required to sign an individual consent form and
undertake a face to face interview with the researcher. The interview will last
approximately one hour and will be audio-taped. The tape recordings will be transcribed
so as to form the basis for analysis. The interview content will relate to your experiences
as part of HunterNet’s contribution to the ACBE plan. Richard Collins, the student
researcher will be your direct contact with you and carry out the interview. The
interviews will be carried out at the HunterNet office. Your interviews will be
transcribed and returned to you for verification, amendments or additions before it is
analysed.
What choice do you have?
Participation in this research is entirely your choice. Only those people who give their
informed consent will be included in the project. Whether or not you decide to
participate, your decision will not disadvantage you.
If you do decide to participate, you may withdraw from the project at any time without
giving a reason and have the option of withdrawing any data that you have provided.
How much time will it take?
The interview will take approximately one hour to complete.

What are the risks and benefits of participating?

There will no immediate benefit to you in participating in this research; however it is
anticipated that the research will provide participants comprehensive insight for future
internationalisation endeavours that they may be part of the ACBE plan. There are no
perceived potential risks or discomforts in participating in the research
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How will your privacy be protected?

Only the researchers will know the identity of the organisations and individual
participants if you decide to participate your identity will remain confidential only to the
researchers. Any identifying data will be coded out as soon as possible after the
interview and interview transcription. The research data will be coded to ensure privacy
and confidentiality and stored in a password protected file accessible to only the student
researcher, supervisor and the chief investigator. Data will be retained for 5 years after
completion of the project. Paper consent forms will be scanned onto a password secured
computer located in the Chief Investigator’s office at the University. The paper consent
forms, once scanned will be disposed by a document shredder.

How will the information collected be used?

The data will be reported and published in an academic peer-viewed journal article,
which will also contribute the Student Researcher’s (Richard Collins) PhD thesis.
Individual participants will not be identified in any reports arising from the project. You
will be able to review the recording and/or transcripts to edit or erase your contribution.
Non-identifiable data may be also be shared with other parties to encourage scientific
scrutiny, and to contribute to further research and public knowledge, or as required by
law.
You will be provided both a transcript of the interview and a summary report of the
research’s findings.
What do you need to do to participate?
Please read this Information Statement and be sure you understand its contents before
you consent to participate. If you would like to participate, please complete the
individual consent form and return it to Richard Collins,
Richard.Collins@newcastle.edu.au. If there is anything you do not understand, or you
have questions, please contact the researcher. The signed consent form will be taken as
your informed consent to participate.
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Further information
If you would like further information please contact Richard Collins,
Richard.Collins@newcastle.edu.au. Alternatively you may contact the Chief
Investigator, Philip Rosenberger III, Philip.Rosenbergeriii@newcastle.edu.au

Thank you for considering this invitation.

Signed
Dr. Philip Rosenberger III, Chief Investigator

Philip Rosenberger III………………………………….

Associate Professor Anton Kriz, Co-supervisor

Anton Kriz……………………………………

Mr. Richard Collins, Student Researcher

……………………………………
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Complaints about this research
This project has been approved by the University’s Human Research Ethics Committee,
Approval No. HShould you have concerns about your rights as a participant in this research, or you
have a complaint about the manner in which the research is conducted, it may be given
to the researcher, or, if an independent person is preferred, to the Human Research
Ethics Officer, Research Office, The Chancellery, The University of Newcastle,
University Drive, Callaghan NSW 2308, Australia, telephone (02) 49216333, email
Human-Ethics@newcastle.edu.au.
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10.4 Consent Form for HunterNet Organisation to participate in the
research

For further information:
Mr. Richard Collins
PhD Research Student
Faculty of Business and Law
University of Newcastle
0411892474
Richard.Collins@uon.edu.au

HunterNet Organization agrees to participate in the above research project and gives its
consent freely.
The HunterNet Organization understands that the project will be conducted as described
in the Participant Information Statement, a copy of which I have retained.
The HunterNet Organization understands we can withdraw from the project at any time,
prior to transcript verification where the transcripts will be depersonalised and do not
have to give any reason for withdrawing.
The HunterNet Organization consents to;




Participate as a partner to the research project.
Disseminate the Participation Information Statements and Consent Forms to
HunterNet staff and contractors, and member organizations directly involved in
the research project.
Have the overall results of the research returned by email

The HunterNet Organization understands that the Organization’s private information
will remain confidential to the researchers.
The HunterNet Organization has had the opportunity to have questions answered to our
satisfaction.
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Print Name:
_______________________________________________________
Email:
______________________________________________________
Contact
Number: ______________________________________________
Signature: _____________________________________________
Date:

_____________________________________________
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10.5 Consent Form for HunterNet Staff to participate in the research

For further information:
Mr. Richard Collins
PhD Research Student
Faculty of Business and Law
University of Newcastle
0411892474
Richard.Collins@uon.edu.au
Consent Form for HunterNet staff for the Research Project:

International action research: lessons learnt from the power of many.
Document Version 2; dated 06 July 2018
I agree to participate in the above research project and give my consent freely.
I understand that the project will be conducted as described in the Participant
Information Statement, a copy of which I have retained.
I understand I can withdraw from the project at any time, prior to transcript verification
where the transcripts will be depersonalised and do not have to give any reason for
withdrawing.
I consent to;




Participating in an interview and having the audio recorded;
Having the opportunity to verify the transcripts
Have the overall results of the research returned by email

I understand that my personal information will remain confidential to the researchers.
I have had the opportunity to have questions answered to my satisfaction.
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Print Name:
________________________________________________________
Email:
_________________________________________________________
Contact
Number: _________________________________________________
Signature: ________________________________________________
Date:

_______________________________________________
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