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ABSTRACT

Globalization tendencies are transforming the nature and organization of
business systems. This is particularly the case in the Asia–Paci�c region
where business systems are socially and institutionally embedded. In this
article, I argue that the dialectical tendencies of globalization towards
homogenization and differentiation have differential impacts on the con�g-
urations and dynamics of Asian business systems and their constituents.
While these business systems tend to be relatively enduring over time
because of their historical legacies and institutional embeddedness, major
business �rms emerging from these national business systems may be
much more susceptible to changes brought about by globalization tenden-
cies. This is because actors and elites in Asian economies are increasingly
enrolled into global actor networks which in turn reshape how these Asian
actors conceive and operate their business �rms and/or political-economic
networks. It is possible that globalization has only limited effects on Asian
business systems at the structural level but signi�cant transformational
impact on Asian business �rms at the level of key actors. I show how the
two-way enrolment of global actors into/from Asian business systems 
can contribute to signi�cant transformations in the dominant forms and
organization of these business systems.
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INTRODUCTION

It is common for researchers in international political economy to argue
that there are distinctive ways of organizing business institutions 
in different parts of the world. This stability in business patterns and
organizations often persists in the face of rapid political-economic change
external to the societies concerned. Together, these patterns of social and
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organizational structuring form different business systems that refer 
to a phenomenon of relatively stable and enduring patterns of business
practices in speci�c localities and societies. Whitley (1992: 13) de�nes
business systems as ‘distinctive con�gurations of hierarchy–market rela-
tions which become institutionalized as relatively successful ways of
organizing economic activities in different institutional environments’.
To him, business systems are distinctive and enduring ways of struc-
turing market economies that are wide-ranging and long term in nature.
Once established in particular institutional contexts, these business
systems may develop considerable cohesion and become resistant to
major changes. Even such powerful changes as internationalization and
globalization are deemed to have only limited effects on the nature of
business systems (Whitley, 1994, 1998, 1999). Even after they are trans-
formed, these distinctive systems of economic organization would ‘bear
the marks of con�icts between opposing conceptions of capitalism and
their allied institutional arrangements and interest groups (Whitley, 1998:
447). Their evolutionary trajectories are seen as dependent on pre-existing
con�gurations of domestic social, economic and political institutions (see
also Whitley and Kristensen, 1996, 1997; Grabher and Stark, 1997).
This business systems perspective is particularly relevant in analyses

of the political economies of the Asia–Paci�c region where national
business systems are socially and institutionally embedded. In the words
of Backman (1999: 365), ‘[o]ld habits are hard to break’ in the context 
of opaque and corrupted business systems in some Asian countries. To
some observers, these business systems in Asia are characterized by the
differentiated role of inward-looking inter-�rm networks, excessive
reliance on personal relationships in business transactions, and strong
intervention of the state in business and the economy (see later sections).
These qualitative differences in business systems constitute a mosaic of
distinct political economies in Asia.
The question I want to raise in this largely analytical article is whether

Asian business systems can be as stable and enduring in today’s context
of accelerated globalization. Globalization is de�ned here as a set of
dialectical processes that simultaneously create a functionally interde-
pendent world economy and accentuate the importance of all kinds of
differences in societies and space. These processes include global �ows
of materials (e.g. people, goods) and intangibles (e.g. capital, technology,
information and services). My argument here is that in assessing the
impact of globalization tendencies, it is important to distinguish between
business systems as enduring national structures, and key actors in these
systems as agents of economic change. The lack of attention to actors
and their strategies/behaviour as agents of organizational and system
change is a major lacuna in the business systems perspective. Indeed,
Whitley (1996: 414) offers a self-critique that his perspective
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tends to downplay the signi�cance of particular �rms’ actions in
favour of the more general logic of particular institutional systems.
. . . [It] has not paid a great deal of attention to international forms
of economic organization, or how the growing cross-national inter-
dependence of some �rms and markets has affected national
business systems.

He suggests that future studies should concern the ways in which 
the growing internationalization of economic activities has affected 
interdependencies between �rms and their domestic business environ-
ments and the mechanisms by which the roles of economic actors ‘become
institutionalized and reproduced . . . as well as the circumstances in
which they are liable to change’ (Whitley, 1996: 423). Sharing the same
vision for organization studies, Geref� (1996: 437) concludes that 
‘traditional boundaries between nations, �rms, and industries are being
recon�gured, and organization theory as well as development theory
need to �nd ways of encompassing all the relevant actors within a single
framework’.
In this article, I aim to show how globalization tendencies can trans-

form the dynamics of Asian business systems and, subsequently, their
nature and organization. I argue that the dialectical tendencies of glob-
alization towards homogenization and differentiation have differential
impacts on the con�gurations and dynamics of Asian business systems
and their constituents. On the one hand, globalization tendencies may
undermine certain social and institutional foundations of Asian business
systems, and accentuate the need for transformations in their traditional
dimensions. Today, many Asian business �rms face the dilemma of
succumbing to the pressures of transparency in order to secure global
�nance while preserving their traditional practices of network reliance
and intricate family ownership and/or control. In this context, there 
are fewer competitive advantages derived from the reliance on personal
relationships on the basis of intra-regional business networks. Instead,
the spatiality of business networks has been relegated from the intra-
regional scale to the global scale so that global actor networks are
increasingly in�uencing Asian business systems. Globalization has made
possible the complex interpenetration of global actor networks into Asian
business systems. On the other hand, globalization tendencies continue
to reinforce local differences in business conduct and discursive prac-
tices. This tendency towards local differentiation is also a process of
creating and reforming hierarchies and structures of national economies.
The local embeddedness of �rms in national business systems remains
a key source of competitive advantage. This localization process enables
Asian business systems to retain some core attributes in an era of accel-
erated globalization. The dynamics of Asian business systems depend
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critically on globalization tendencies as a major transformational force
in the global economy today.
While, as argued by their proponents, Asian business systems tend to

be relatively enduring over time because of their historical legacies and
institutional embeddedness, major business �rms emerging from these
national business systems may be much more susceptible to changes
brought about by globalization tendencies. This is because key actors in
these Asian �rms are increasingly participating in and enrolled into
global actor networks which, in turn, reshape how these actors conceive
and operate their domestic business �rms/networks. Although business
systems are much more structurally embedded in speci�c national social
organizations and political-economic institutions, actors in business �rms
are signi�cantly more mobile and receptive to change. It is possible 
that globalization has only limited effects on Asian business systems 
at the structural level and, yet, signi�cant transformational impact on 
Asian business �rms at the level of key actors. The nature and degree
of enrolment by Asian actors into the global economy therefore explain
the dynamics of Asian business systems and their differential impact 
on speci�c actors and their embedded business systems. Facilitated 
by globalization, this enrolment process enables actors to experience
different organizational and business practices abroad. It also allows
these actors to transform their own business �rms and networks, subject
to some binding effects of their domestic business systems. If these
dynamic changes occur collectively among business �rms in a clearly
de�ned business system, fundamental institutional changes may be forth-
coming and this may result in signi�cant changes in the dominant forms
and organization of the national business system itself. In this way, busi-
ness systems are conceived as ‘open systems’ and are subject to dynamic
changes from within, i.e. at the level of actors themselves.
This focus on actors and their enrolment into global networks at

different spatial scales is important in this analysis for at least two
reasons. First, this bottom-up approach examines the dynamics of
globalization and national business systems as they operate at the level
of actor networks. This contrasts with and, yet, complements the
overwhelming top-down approach in much of the literature on global-
ization and the political economy of business systems (cf. Mittelman,
2000). Second, whereas business �rms and their strategies may be
conceived as agents of economic change at the structural level, it is 
clear that these �rms are controlled and managed by speci�c social actors
(see also Yeung, 1998a). By focusing on the action and behaviour of 
these social actors (e.g. their enrolment into global networks), we are
better able to unpack the monolithic view of the �rm as a coherent and
stable feature of capitalist economies. The actor network approach in
this article helps us to appreciate the differentiated strategies and
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behaviour of business �rms as deliberate responses by social actors to
the changing contexts of globalization and dynamic processes in busi-
ness systems.
This article is organized into three sections. The next section exam-

ines brie�y the dialectical tendencies of globalization to set the context
of this article. This is followed by a theoretical analysis of the impact 
of globalization on the changing con�gurations and dynamics of Asian
business systems. In particular, I draw upon actor network theory to
describe the enrolment of Asian actors and elites into networks at
different spatial scales and to show how these processes of enrolment
are facilitated by globalization tendencies. I also discuss the impact of
these actor networks on the dominant forms and organization of Asian
business systems. The concluding section summarizes my main argu-
ments.

THE DIALECTICAL TENDENCIES OF GLOBALIZATION

To date, an overwhelming body of literature has been devoted to ‘glob-
alization’ – both as a contested set of discourses and as a transformational
force in the global economy. As a set of discourses, globalization encap-
sulates certain political agendas, in particular neoliberalism, to create 
its own conditions of existence (Yeung, 1998b; Kelly, 1999). As a set of
material processes, globalization is constituted by intensi�ed �ows of
tangible and intangible forms across societies on a global scale. It is,
however, beyond the scope of this article to review this huge body of
literature (see Hirst and Thompson, 1996; Mittelman, 1996, 2000; Cox,
1997; Doremus et al., 1998; Held et al., 1999; Olds et al., 1999). I have
explained in detail elsewhere the underlying logic of the complex inter-
relationships among capital, state and space under conditions of
globalization (Yeung, 1998b). In this article, I want to emphasize one
critical dimension of globalization – its dialectical nature towards both
spatial integration (a result of the globalization of economic activities)
and spatial disintegration (an outcome of localization of these very activ-
ities). This is an important point because it has often been assumed in
the ultra-globalist literature that globalization represents a single 
and uni-directional socio-spatial logic towards the homogenization of
everyday social life and economic practices. These enthusiastic propo-
nents of globalization envisage an end-state view in which a borderless
world emerges (see Ohmae, 1990, 1995; O’Brien, 1992; Horsman and
Marshall, 1994). On the other hand, it is unfortunate that its critics have
taken too seriously this end-state view towards the homogenization 
of national economic and institutional structures that are collectively
known as business systems. This latter group of scholars argue that
despite globalization processes, differences in economic organization
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between capitalist economies continue to create different varieties of
‘capitalisms’ (see Berger and Dore, 1996; Crouch and Streeck, 1997;
Hollingsworth and Boyer, 1997; Orrù et al., 1997; Hefner, 1998; Whitley,
1999). They view ultra-globalists as adhering to a form of economic
functionalism which ‘assumes that market competition inevitably
replaces inef�cient economic systems by more ef�cient ones, and that
global competition will produce a new transnational system which will
out-compete the many current varieties of capitalism’ (Whitley, 1998:
447).
These two opposing views of globalization – one for homogenization

and another for continual differences – obfuscate the dialectical and
transformational nature of globalization. We are left with an either/or
choice when it comes to how to grapple with the problem of under-
standing the complex tendencies of globalization. One has to believe
either in the powerful role of globalization in homogenizing different
national business systems or in the stubborn resistance of these business
systems to change brought about by globalization tendencies. I believe
that these dichotomous views of globalization tendencies are false
because they are based on static premises and fail to acknowledge the
dynamic nature of both globalization tendencies and business systems.
First, the ultra-globalists are clearly guilty of their singular and uni-
directional end-state logic of a borderless world in which national
differences cease to exist. They fail to recognize that the very logic of
globalization itself is highly contested in a re�exive manner by multiple
actors (e.g. individual elites, business �rms, nation-states, international
organizations and so on) at different spatial scales (e.g. local, regional,
national and global). Indeed, this multiplicity of contests provides the
central dynamic to globalization tendencies. There is, for example, no
convincing reason to expect a business �rm to follow the same global-
ization logic as a nation-state. This is clear in the case of Chinese business
�rms from South-East Asia that often operate on the basis of such actor-
speci�c motives as familism and personal relationships, rather than such
state-speci�c rationality as ethnic redistribution and nation building (see
Yeung, 1999a, 1999b, 2000b). As such, globalization operates as a set of
complex and con�icting tendencies, the outcomes of which often cannot
be predicted.
Second, the globalization critics have overemphasized the distinctive-

ness of national business systems and institutional structures, and
caricatured globalization tendencies as necessarily eroding national
differences. Just as national business systems are strongly embedded in
domestic social and economic institutions, and exhibit certain de�ning
norms and characteristics (e.g. ‘business as usual’), they are surely not
organizational blueprints that are for ever cast in stone. Instead of asking
what the new form of global capitalism is and how it replaces existing
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national systems of capitalism(s), the appropriate question should be
concerned with what constitutes the central dynamics of existing national
business systems and how this dynamics can be unleashed under
different contextual circumstances. Globalization helps to create one such
changing circumstance that is particularly powerful in the late twentieth
century. In an era of accelerated globalization, it becomes inevitable for
us to consider the recon�guration of national business systems as ‘open’
rather than ‘closed’ systems. Insofar as we view globalization as a set
of highly contested tendencies and processes, such a consideration of
recon�guring business systems need not be contingent upon the arrival
of a globalized world or the satisfaction of certain stringent conditions
for the establishment of global forms of economic organization. This is
because if a globalized world does ever come, it is no longer intellec-
tually interesting to consider how national business systems have been
recon�gured. The real analytical challenge rests with the processes
of recon�guration rather than the end product itself (e.g. the demise of
national business systems and the emergence of one dominant form 
of capitalism). This, I believe, is a very important point missed by critics
of globalization. Given the dialectical and contested nature of global-
ization tendencies, one wonders whether such an end-state of either a
dominant form of global capitalism or a mosaic of national business
systems will ever arrive. If not, isn’t it more meaningful to focus on the
dynamic processes of change and recon�guration?
So far I have not unpacked what I mean by the dialectics of global-

ization. Given the space limit here, I can only brie�y outline the key
transformations of globalization (see also Dunning, 1993; Hirst and
Thompson, 1996; Dicken, 1998; Held et al., 1999). In the �rst place, there
is no doubt that the global economy today has become much more func-
tionally integrated and interdependent than ever. To a large extent, this
increasing integration and interdependence of national economies on a 
global scale is explained by the cross-border activities of transnational
corporations (TNCs) and their associated �ows of direct foreign invest-
ment (DFI). In 1997, the value of international production, attributed 
to some 53,000 TNCs and their 450,000 foreign af�liates, was US$3.5 tril-
lion (measured by cumulative DFI stock) and US$9.5 trillion (measured
by estimated global sales) (UNCTAD, 1998: 2). This globalization of
production has invariably led to greater competition between �rms
embedded in different business systems. As the rules of competition are
altered (see Best, 1990; Porter, 1998), there is a growing trend among
leading �rms in global industries to innovate relentlessly and to adopt
strategically selective practices by their competitors. This process has
been viewed by both camps of globalization as homogenizing national
business systems towards a more ‘ef�cient’ model of global capitalism
and global competition.
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What is missing in this interpretation is the possibility for the
emergence of new organizational forms among �rms in global competi-
tion. Instead of producing a global economy based on the Anglo-Saxon
model of competitive capitalism, globalization tendencies have gener-
ated rather different and pluralistic geographical organizations of
economic and social life connected by global spaces of �ows. One of 
the central mechanisms through which these spaces of �ows are inter-
connected is the rise of the so-called ‘network society’ (Castells, 1996)
and ‘spaces of network relations’ (Yeung, 1998a). The past decade has
witnessed the emergence of the ‘connected corporation’, ‘differentiated
network’, ‘alliance advantage’ and ‘alliance capitalism’ (Lewis, 1995;
Dunning, 1997; Nohria and Ghoshal, 1997; Doz and Hamel, 1998). These
terms refer to signi�cant qualitative changes in the organization of �rms,
business systems and capitalism(s). There is a greater tendency towards
the formation of strong intra-�rm networks to exploit �rms’ core compe-
tencies and the formation of different inter-�rm networks through equity
and non-equity arrangements (Contractor and Lorange, 1988; Buckley,
1994; Yeung, 1994, 1998c; Beamish and Killing, 1997). In organizational
terms, globalization tendencies have led to both convergence and diver-
gence in the ways of economic coordination and control. While certain
organizational forms (e.g. Fordist mass production) continue to exist,
other new organizational forms (e.g. strategic alliances) emerge to become
important modes of economic coordination and control.
Although globalization is de�ned by convergence in the spatial orga-

nization of economic activities, it also accentuates geographies of differences
when actors from different national business systems interact together.
Mutual awareness and appreciation promoted through globalization
processes create de facto diversity and differences in norms, views, prac-
tices and so on. These differences are further exacerbated by the highly
uneven nature of globalization processes. Territorial differences and
geographical unevenness remain central to globalization processes. To
compete successfully in the global economy, actors in different business
systems try to interpret each other’s ‘best practices’ and incorporate
strategically these practices in their own �rm-speci�c routines and orga-
nizational processes. This transfer of ‘best practices’ between �rms in
different business systems, however, is highly problematic because of
highly differentiated contexts. Even in the most celebrated example of
such spatial transfer of ‘best practices’ (e.g. Japanese automobile trans-
plants in the USA; see Mair et al., 1988; Kenny and Florida, 1993), there
are serious limitations on how far these ‘practices’ can work in different
business systems (see also Gertler, 1995).
Actors in �rms also engage in signi�cant efforts to outdo each 

other through continuous innovations and changes. This iterative process
of organizational adaptation and change de�nes the dialectics of
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globalization because it both creates homogenization of business systems
at certain points in time and space, and reinforces their continual differ-
ences at other points. It is not possible to specify a priori a singular logic
and power relation for such interaction between the dialectical impera-
tives of homogenization and differentiation. This is because the real-
ization of such dialectical tendencies depends very much on pre-existing
trajectories and legacies of organizational patterns and the contexts of
change. Since these organizational trajectories are highly institutional-
ized in speci�c territorial formations (e.g. in a nation-state), their scales
and scopes of change are differentiated, at an abstract level, through
spatial relations between capital and state. In addition, the contexts of
change vary from one business system to another. This variability in
contexts complicates the speci�cation of the timing of change. The
outcome of such a dialectical analysis of globalization tendencies is that
we have to pay special attention to historically and geographically
speci�c processes that account for organizational change and the
dynamics of business systems. To sum up, the dynamics of a business
system depends not just on the endurance of its social organization and
institutional structures, but equally importantly on the dialectics of glob-
alization tendencies. How then do globalization tendencies in�uence the
con�gurations and dynamics of a business system? This is the analyt-
ical question for the next section on Asian business systems.

THE IMPACT OF GLOBALIZATION ON THE
CHANGING CONFIGURATIONS AND DYNAMICS OF

BUSINESS SYSTEMS IN ASIA

In this section, I consider the impact of globalization on Asian business
systems. My aim is not to discuss exhaustively the various empirical
dimensions of this impact. Rather, I aim to focus on how globalization
has altered the central dynamics of Asian business systems by providing
some mechanisms through which key actors in these business systems
can be strategically enrolled into networks at different spatial scales
(particularly the global scale). This enrolment into global actor networks
implies that there are now qualitatively different linkages established
between actors in Asian business systems and their counterparts in other
business systems. These linkages enable more intensive �ows of knowl-
edge, information, capital and people between different business systems.
Although this process may not necessarily lead to the emergence of
dominant cross-national forms of economic organization (see Geref�, 1996;
cf. Whitley, 1996, 1998; Hollingsworth, 1998), I believe the changing
dynamics of Asian business system facilitated by globalization tenden-
cies has important implications for our understanding of the dominant
forms and organization of Asian business systems.
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Through participation in globalization, key actors in Asian business
systems are confronted with the past legacies of their domestic social
and institutional structures. Although these domestic structures evolve
slowly and are resistant to changes – no doubt a feature of institution-
alization and past legacies – social actors in Asian business systems are
much more receptive to changes and transformations brought about by
globalization tendencies. These actors are also the key catalysts for even-
tual transformations in the social and institutional foundations of Asian
business systems. As Castells (1989: 170) noted, ‘the more organizations
depend, ultimately, upon [global] �ows and networks, the less they 
are in�uenced by the social contexts associated with the places of their
location’. In a globalizing era, access to global networks becomes a 
basic condition for superior performance of most business organizations. 
It also takes precedence over any other in�uence from a particular
location or business system. To examine this process of changing
dynamics, I �rst consider the existing con�gurations of Asian business
systems and then explore the interrelationships between globalization
tendencies and the changing dynamics of Asian business systems. This
is followed by an examination of the impact of globalization on the
dominant forms and organization of Asian business systems.

Existing con�gurations of Asian business systems

The nature of Asian business systems has already received signi�-
cant attention in the literature (Whitley, 1992; see also Redding, 1990;
Hamilton, 1991; Gerlach, 1992; East Asia Analytical Unit, 1995; Weiden-
baum and Hughes, 1996; Orrù et al., 1997; Chu and Wu, 1998; McNamara,
1999; Richter, 1999). Instead of reviewing comprehensively the entire
con�guration of Asian business systems (see Yeung, 2000c), I intend to
summarize brie�y here several key, but empirically differentiated, char-
acteristics of national economies in Asia: (1) formation of intra- and
inter-�rm business networks; (2) reliance on personal relationships; and
(3) strong state–business relations. It must be noted that these charac-
teristics do not refer to a commonality that draws these Asian economies
together. Rather, they refer to multiple con�gurations of dominant forms
of business organization and institutional structures in Asia. As will be
argued in the next sub-section, these three dimensions of Asian busi-
ness systems can be signi�cantly recon�gured through the participation
of their key actors in globalization.
One of the best-known attributes of Chinese business systems is the

important role and extensive in�uence of business networks or ‘bamboo
networks’ (Hamilton, 1991; Weidenbaum and Hughes, 1996; Yeung,
1998c; Douw et al., 1999; Yeung and Olds, 2000). Personal relationships
or guanxi are among the most important mechanisms to implement
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cooperative strategies in Chinese business networks, although their
importance obviously changes over time and differs by geographical and
sectoral (e.g. property) contexts (see Guthrie, 1998; Tsang, 1998). Chinese
family �rms in Hong Kong, for example, are the archetypal example of
Chinese business systems. Their origins are complex, but can be broadly
linked to cultural factors (Wong, 1988; Wang and Wong, 1997; Chiu,
1998) and colonial state practices (Sit and Wong, 1989; Chiu et al., 1997;
Eng, 1997; Enright et al., 1997; Yeung, 2000d). The reliance on personal
relationships, however, is not restricted exclusively to the practice of the
ethnic Chinese only (e.g. Björkman and Kock, 1995; Lane and Bachmann,
1996, 1998; Windolf and Beyer, 1996). Hodder (1996: 52), for example,
argues that ‘Guanxi (or reciprocity) is not a “thing”, or “variable” or
“channel”. It does not characterize “the Chinese”, nor is it part of a
cultural mantle by which individuals can be identi�ed as Chinese’ (see
also Nathan, 1993; Dirlik, 1997; Ong and Nonini, 1997; Yao, 1997).
Different institutional systems may therefore create similar inter-�rm
relationships. Cooperative relationships in Chinese business systems,
however, are largely embedded in personalized business networks,
whereas their western counterparts tend to enter into cooperative rela-
tionships based upon �rm-speci�c business strategies. Interpersonal
relationships continue to serve as the foundation of cooperative rela-
tionships in Chinese business networks (Yeung, 1997a, 1997b).
On the other hand, it is important to stress the role of the state and its

apparatus in constructing Asian business systems. This perspective orig-
inates from the developmental state literature which �rst made its impact
in development studies during the early 1980s (Johnson, 1982, 1995; Deyo,
1987; Amsden, 1989; Wade, 1990). In much of this literature, the empir-
ical focus is on how the state in Japan and several of the Asian newly
industrialized economies (South Korea, Singapore and Taiwan) has
actively and directly shaped national developmental trajectories through
the establishment of economic planning agencies, the pursuit of strategic
industrial policy, and the promotion of ‘national champions’. These
national champions are private �rms in highly promising industries and
sectors. They are strongly encouraged by the state through loans, grants
and subsidies, monopoly rights, tax holidays and import protection. The
inevitable outcome of this strong involvement of the state in national
development is the formation of strong state–business relations.
In South Korea, the dominance of the chaebol in domestic business

owes much to the support of its authoritarian regimes rather than to
strong inter-�rm relationships, as in the case of the Japanese keiretsu
(Kim, 1997; Lee, 1997; McNamara, 1999; Steers, 1999). Some of them have
become formidable competitors in the global economy (van Hoesel, 1999;
Yeung, 1999c). In Japan, the keiretsu are not as dominating in Japan’s
industrial organization as their counterparts from South Korea. Gerlach
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(1992) shows that much of the keiretsu’s dynamics originates from their
internal strength rather than from state support per se. While the keiretsu
have played a very important role in the formation of regional produc-
tion networks, Japanese �rms rely heavily on these keiretsu networks 
for access to the global market rather than for access to local suppliers
(see also Tsui-Auch, 1999; Aoyama, 2000). In Taiwan, the state–business
relationship evolves from a family-centred industrial organization to one
in which large �rms have much better access to state resources and
subsidies (see Mathews, 1997 and Mathews and Cho, 1998 for an example
from the semiconductor industry). Faced with the lack of competitive-
ness vis-à-vis large �rms, small- and medium-sized Taiwanese �rms have
to lever their strategic advantages of �exibility and adaptability through
informal networks and subcontracting relationships (Buck, 2000). Some
of these small �rms have even brought their networks across national
borders into China (Hsing, 1998) and South-East Asia (T. J. Chen, 1998).
In South-East Asia, the case of Singapore points to a radically different

empirical situation whereby the developmental state has actively devel-
oped the island economy into a major node in the global spaces of 
�ows (Rodan, 1989; Perry et al., 1997; Low, 1998; Yeung and Olds, 1998).
Instead of developing industrial networks constituted exclusively by local
�rms, the state favours the development and deepening of global–local
linkages through which Singapore can gain from the in�ux of foreign
high-technology investments (see Brown, 1998; Perry and Tan, 1998 for
a case study of Singapore’s electronics industry). The state is also highly
active in developing an ‘external wing’ for the national economy through
the regionalization of domestic �rms. This process of outward orienta-
tion of the national economy has again been spearheaded by statutory
boards and government-linked companies (Yeung, 1998d, 1999d, 2000d).
The unique con�guration of state–business relationships in Singapore, a
predominantly Chinese society, provides an institutional foundation for
the emergence of a business system signi�cantly different from a typical
Chinese business system (e.g. Hong Kong).
In other South–East Asian countries, it appears that political-economic

alliances based on patron–client relationships have taken precedence 
over state-driven industrial and business networks in these still devel-
oping economies. This preference for political connections is particularly
important in the context of the state’s ethnic-biased redistribution
economic policies through which indigenous capitalists (known as
pribumi in Indonesia and bumiputra in Malaysia) have been given special
rights and privileges. An institutional outcome is the rise of the so-called
ersatz capitalism in these South-East Asian economies (Yoshihara, 1988;
McVey, 1992; Yeung, 1999a, 2000b). In this case, Chinese business systems
have embedded themselves in the political-economic alliances of the 
host South-East Asian countries. Whereas some ethnic Chinese have
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consolidated and strengthened their intra-ethnic group networks to
overcome hostile business and institutional constraints in the host coun-
tries, other more pragmatic ethnic Chinese have engaged in patron–client
relationships with indigenous South-East Asian capitalists. This process
of ‘network juxtaposition’ has resulted in a hybrid network structure in
South-East Asia, comprising family networks and political-economic
alliances. Still, other ethnic Chinese have chosen an ‘exit strategy’ by
internationalizing their business operations into other parts of Asia 
and beyond. In their internationalization processes, these ethnic Chinese
from South-East Asia have once again leveraged on their transnational
networks of personal and business relationships (Yeung, 1998e, 1999b;
Yeung and Olds, 2000).

Changing dynamics of Asian business systems

It is far to claim that there are signi�cant transformations in the insti-
tutional governance and organizational structures of the global economy
today. Even though they may not fundamentally recon�gure national
business systems, globalization tendencies have at least made apparent
multiple possibilities and opportunities through actors’ enrolment and
participation in globalization. This increasing awareness of globalization
tendencies is particularly important for key actors and elites in Asian
business systems who are being enrolled into global actor networks and
thereby are connected to different business systems. From an evolu-
tionary perspective, these emerging changes can lead to further dynamic
changes in the social organization and institutional structures of busi-
ness systems if the ‘equilibrium’ of existing parameters is disrupted by
sudden and unexpected events. In the case of Asian business systems
under globalization, certain emerging changes at the level of key actors
may disrupt the ‘equilibrium’ of these business systems. This disruption
of pre-existing orders of Asian business systems was particularly
apparent during and after the recent 1997 Asian economic crisis (see 
also Baer et al., 1999; Henderson, 1999). Before considering the impact
of globalization on the dominant forms and organization of Asian busi-
ness systems, I �rst examine the changing dynamics of Asian business
systems by focusing on the enrolment of Asian actors into global actor
networks.
The theoretical underpinning of this sub-section draws upon actor

network theory following Michel Callon, Bruno Latour and John Law.
Actor network theory has gained increasing currency in the social
sciences because it is seen ‘as a useful way of thinking about how spatial
relations come to be wrapped up into complex networks’ (Murdoch,
1999: 357; see also Thrift, 1996, 1999a; Murdoch, 1997; Whatmore, 1997;
Parry, 1998; Hassard et al., 1999). It is a useful approach to network
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research because it offers ‘a non-dualistic standpoint by focusing on 
how things are “stitched together” across divisions and distinctions’
(Murdoch, 1997: 322). The main claim of actor network theory is that
actors and their intermediaries from spatially disparate places are
enrolled into networks of heterogeneous association and relations. The
ability of actors to reach across space and ‘act from a distance’ ultimately
depends upon involving other actors and the necessary material objects,
codes, procedural frameworks and so on that are required to effect the
activation of power. A fundamental part of extended network construc-
tion is the ability to create and manage the knowledge, vocabulary,
procedures, rules and technologies through which economic activity 
is conducted. A good example is the globalization of accountancy stan-
dards that allows �nancial management from a distance (Sassen, 1999)
or the development of standards on which �nancial information public-
listed corporations must release to shareholders and the public. The
creation, legitimization and adoption of such knowledge, rules and so
on generate power for some actors in networks because they are
effectively able to reshape the strategy and activities of other actors in
networks (Thrift, 1998, 1999a). To a certain extent, these social actors are
synonymous with ‘elites’ bound by strong social, professional or polit-
ical ties (Parry, 1998; Woods, 1998).
Actor network theory is useful for understanding and analysing 

the dynamics of Asian business systems for several reasons. First and
most importantly, it allows us to understand the spatiality of networks
constructed by social actors in Asian business systems. The comparative
institutional analysis of Asian business systems has focused excessively
on their internal structures and overlooked how these structures can be
related to wider political-economic dynamics in the global economy. As
argued above, globalization tendencies operate at a spatial scale beyond
individual nation-states and national business systems. To understand
how these globalization tendencies impact upon the internal dynamics
of these national institutional structures and business systems, it is neces-
sary to appreciate the complex ways through which actors from different
business systems and disparate places are enrolled into networks of
heterogeneous association. Second, mapping actor networks allows us
to appreciate better the creation, legitimization and adoption of power,
knowledge and rules beyond speci�c business systems. These intangible
�ows in the global economy are important in shaping the strategies and
behaviour of key actors in national business systems. As shown below,
key actors in Asian business systems have deliberately gone beyond their
national knowledge structures by enrolling into global actor networks.
Through this transfer of knowledge and practices on a global scale, 
actor networks provide the necessary impetus for key actors in Asian
business systems to effect changes and transformations in their home
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countries. Finally, actor network theory is self-evidently a methodology
focusing on individual actors and their networks of heterogeneous
relations. It is a bottom-up approach to understanding globalization
tendencies and their impact on national institutional structures and busi-
ness systems. It is a good complementary analytical framework for us
to understand the dynamics of Asian business systems.
How then are key actors from Asian business systems enrolled into

and in�uenced by global networks elsewhere? These actors are de�ned
as political, social or business elites who are capable of effecting insti-
tutional changes at the national level. There are at least four interrelated
mechanisms through which this enrolment into global actor networks is
made possible: (1) engaging with global managers and �nanciers in inter-
national business and �nance; (2) participating in international media
and research on business activities; (3) gathering knowledge and expe-
rience through international educational institutions; and (4) connecting
with international organizations and multilateral institutions. Although
these mechanisms are by no means equal in their importance, it is hard
to ascertain their relative importance in the absence of comprehensive
empirical studies. I believe that the �rst two mechanisms are particu-
larly relevant to the strategic behaviour of Asian �rms, whereas the
remaining two mechanisms are important to Asian elites in gaining access
to knowledge elsewhere and in legitimizing their political power and
dominance in their home countries. This differential importance becomes
clearer when I discuss the impact of globalization tendencies on Asian
business systems.
In the �rst place, the emergence of Asia as a major global economic

powerhouse is linked to both the globalization of non-Asian �rms into
Asia and the globalization of Asian �rms into non-Asian host countries.
Though Whitley (1996, 1998) argues that the consequences of these
globalization tendencies for national business systems and �rms are
limited, it is by no means clear that these limited effects of globaliza-
tion do not represent a long-term process of changing dynamics of Asian
business systems. In particular, the two-way globalization of �rms
between Asia and other regions implies that key actors in Asian busi-
ness systems are compelled to learn new management and business
practices from their competitors, suppliers, customers and so on. At the
same time, these same actors need to undo some of their previous
learning and practices in order to compete effectively against their foreign
counterparts in Asia as well as on their home turf. It is true that this
process of business contacts between east and west occurred long before
(e.g. during Meiji Japan in the mid-nineteenth century; see Westney,
1987, Hamilton, 1997). But the sheer scale, scope and speed of these
contacts today make them highly in�uential in the changing dynamics
of Asian business systems.
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This process of organizational learning through international business and
international �nance occurs in several ways. Asian actors may appoint
non-Asian actors to manage their operations both in Asia and in host
countries outside Asia. A good example is the recent appointment of
John Olds (a former banker with Merrill Lynch and J. P. Morgan) to be
vice-chairman and CEO of Singapore’s largest bank – the government-
linked Development Bank of Singapore. These global managers are 
often endowed with signi�cant experience in managing transnational
operations in national economies with distinctive business systems. Their
involvement in Asian �rms may reshape the norms and practices in
these organizations (e.g. see Reich, 1991, for the case of Sony; Mair, 1994,
for the case of Honda). Asian actors may also pick up organizational
knowledge and practices in non-Asian host countries through transna-
tional operations (e.g. see Mathews and Snow, 1998, for the case of Acer
from Taiwan; Yeung, 1999c, for a collection of mostly empirical studies
of Asian �rms in North America and Europe; Yeung and Olds, 2000, for
another collection of some empirical studies of Chinese business �rms
from Asia in North America and Europe). These knowledges and prac-
tices can originate from their intensive interaction with customers and
suppliers in the host countries or from their previous employment in
foreign �rms. Actor networks are formed between Asian actors and 
their customers, suppliers and competitors on a global scale, facilitating
interpersonal information and knowledge �ows and organizational adap-
tation. Examining the international human resource management
practices of Singapore companies in China, Tsang (1999a, 1999b) recently
found that expatriation has an important function of knowledge transfer
and training.
On the other hand, actor networks in international �nance represent

one of the most in�uential mechanisms for effecting dynamic changes
in Asian business systems. This is because for those Asian �rms and/or
countries in search of �nancial resources from outside their home coun-
tries and/or regions, it is important to secure the consent and recognition
of global �nanciers for good governance and return to investments. These
global �nanciers are leading bankers, fund managers and brokers. They
are often based in major global cities that serve as their command centres
of global investments (Sassen, 1991). The successful enrolment of Asian
actors into these global �nancial actor networks is imperative in an era
of more intensi�ed competition, greater �nancial requirements for expan-
sion and investments, and higher risks associated with excessive reliance
on domestic �nance. To ensure that global �nancial elites are comfort-
able with their �nancial positions and obligations, key actors in Asian
�rms/countries are required to follow certain accounting standards and
business norms in global capital markets. This necessity for securing
global �nance provides a key force to effect dynamic changes in Asian
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business systems (see the case of Li Ka-shing below). The recent 1997/8
Asian economic crisis has made these changes even more apparent and
necessary (see also Yeung, 1999a, 2000b, 2000e).
Second, this quest for global �nance requires actors in Asian business

systems to come to terms with actors in international media and research
on business activities. This is because today’s global �nancial system is
increasingly characterized by a broader array of actors beyond just
bankers and �nanciers (Harmes, 1998). As Thrift and Leyshon (1994: 301)
argue, ‘money, the international �nancial system, and international �nan-
cial centers’ have simple ‘ “detraditionalized” over the last 30 years or
so . . . because of the breakdown of state authority and its replacement
by more diffuse sources of governance’ (my emphasis). Such detradition-
alization is accentuated by the enormous task of understanding,
managing and communicating about global economic change in a 
more re�exive manner. This is a style of understanding, managing and
communicating that draws a broader array of actors into playing a signif-
icant (albeit variable) role in materially and discursively constructing the
multiple economic systems that make up the global economy (Thrift,
1996; Hollingsworth, 1998). Actors in international media and research
houses play an increasingly important role in producing re�exively texts
and information about Asian business systems that can signi�cantly
hinder or facilitate Asian actors’ access to global �nance.
For example, top international �nancial newspapers (e.g. The Financial

Times), magazines (e.g. Fortune) and media (e.g. CNN and CNBC), credit-
rating agencies (e.g. Standard and Poor’s), stock-broking �rms and other
research houses (e.g. Morgan Stanley) regularly produce reports on Asian
�rms (and, sometimes, Asian economies). The ‘consumers’ of these texts
are key actors in the global �nancial industry and international busi-
ness, including investment bankers, fund managers, brokers and so on.
Successfully persuading these global actors into favourable assessments
of Asian �rms requires these Asian actors to enrol themselves into global
actor networks in international media and research activities. Not only
are Asian �rms participating in producing such texts (and counter-texts)
through setting up their own credit-rating �rms, stock-broking houses
and so on, some of them are also opening their doors to welcome global
actors to ‘inspect’ their operations. Such processes of enrolment and
persuasion have major implications for the changing norms and prac-
tice of these Asian �rms and, perhaps eventually, their national business
systems.
Space limits allow me to cite just one example here. One of Asia’s

best-known ethnic Chinese patriarchs, Li Ka-shing, managed to restruc-
ture successfully his Cheung Kong Group (CKG) in Hong Kong in early
1997 by enrolling key actors in international business media and research
houses into his business networks (see Olds and Yeung, 1999, for more
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detail). On 6 January 1997, writers representing global business media
grappled with a complex proposal for the reorganization of Li’s multi-
billion dollar corporate empire. His Cheung Kong Group had a total
market capitalization value of HK$433 billion as of 15 April 1998
<http://www.ckh.com.hk/index2.htm>. A press release was faxed out
without advance warning, though those ‘in the know’ would clearly
have known what was developing in Li’s corporate base (Hong Kong)
for some time. The channels of gossip in Hong Kong’s local business
community are simply too quick and dense for John Ridding – one of
The Financial Times’ most in�uential and well-connected journalists – to
have been caught unaware. Ridding’s analysis (written with Louise
Lucas), nearly three-quarters of a page long, was published one day 
later (7 January) in The Financial Times – the distinctive pinky orange
pages of the world’s �nancial elite. This daily newspaper plays a
powerful role in disseminating and trading ideas at a variety of scales
(from local to global) between three broadly de�ned communities – the
�rm, the investor and the fund manager. The Financial Times has a
signi�cant impact in contributing to (though not determining) the rapid
formation of opinion in the world’s �nancial centres about the potential
effectiveness of the restructuring.
Global �ows of information demand a global media strategy. Chinese

business �rms attempting to operate at a multitude of scales increas-
ingly seek to draw upon economic resources via global capital �ows,
and they must therefore structure their activities to facilitate favourable
business media coverage. Further, this media coverage must be handled
by a small number of elite translators of economic knowledge (e.g.
Asiamoney, Euromoney, The Financial Times). Developing a global media
strategy is a practice subject to continual planning within the group,
though usually in association with trusted public relations �rms. It is
also dependent upon the nurturing of effective social relations with key
sources working within the global media sector. The formation of such
relations is also a goal for representatives of global media since their
business includes describing and analysing relevant information on the
activities of highly capitalized Asian �rms.
By 10 January 1997 (four days later), such global securities �rms as

Goldman Sachs, Morgan Stanley and Nomura released reports on the
proposed organization of the CKG. These texts, semi-private texts, were
speedily distributed around the world to quali�ed institutional buyers.
Detailed analyses by experts based in Hong Kong were presented in the
reports. Many different aspects of the restructuring process were eval-
uated. Assessments were made about the short- and long-term prospects
for all four publicly listed members of the CKG. The bene�ts that can
be generated by enrolling in global actor networks are obvious. In this
case, the proposed restructuring was viewed favourably by international
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business. It consequently left Li Ka-Shing ‘more �rmly in control of 
his four listed companies, shifted value to his personal holdings and
increased his group’s market value by £2 billion in two days’ (‘Li Ka-
Shing’s shuf�e dazzles Hong Kong’, The Sunday Times, 12 January 1997).
The proposed restructuring was also expected to register ‘exceptional
gains’ of HK$1.9 billion for Hutchison Whampoa Ltd and HK$4.9 billion
for Cheung Kong Holidays in �scal year 1997 (Goldman Sachs, 1997).
Clearly, the willing enrolment of Chinese business elites in international
business actor networks can open access to �ows of signi�cant �nancial
resources. However, decisions over opening up access to �ows of capital
ultimately depend upon them proposing and implementing changes in
business practices that are deemed rational and pro�table according to
�nancial analysts. As noted above, the majority of such changes entail
moving towards more transparent business practices (including audited
balance sheets) and decision-making authority. Given this situation,
‘Chinese’ business practices are effectively shaped by the criteria devel-
oped by �nancial analysts representing the gatekeepers of the global
space of �nancial �ows.
Third, a clear trend in today’s Asian business systems is that most

key actors in these systems have spent time during their educational 
life in institutions located in North America, Western Europe and
Australia. Most signi�cantly, the globalization of business knowledge is
linked to the emergence and, perhaps, domination of top business schools
located in North America and Western Europe (see Thrift, 1998, 1999b).
Key actors in Asian family businesses now face the challenge of profes-
sionalizing their management and business practices. Other actors in
Asia’s non-family businesses are also active in organization re-
engineering and management restructuring to prepare for global compe-
tition. This process of professionalizing Asian capitalism(s) is driven both
by internal and external factors. Internally, more patriarchs in Asian
family �rms have allowed their heir-apparent to be educated in top busi-
ness schools abroad. Exposed to professional management training in
these business schools, on their return these successors to Asian family
businesses contribute to the changing dynamics of Asian business
systems in two ways. On the one hand, personal contacts and relation-
ships developed by these successors abroad potentially widen the social
and geographic scope of ‘Asian’ business networks when external non-
Asian members are ‘brought’ or socialized into ‘Asian’ business
networks. Key Asian actors thus not only are enrolled into global �nan-
cial actor networks with their friends and acquaintances from business
schools, but also sometimes actively entice these actors into their own
networks in Asia. This process of enrolment and enticement implies that
the concept of exclusive Asian business networks should be broadened
to a large degree to include non-family and non-Asian members (e.g.
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see Mitchell, 1995, and Olds, 1998, for the case of ethnic Chinese invest-
ments in Vancouver).
On the other hand, the return of a professionally trained family heir

represents an important step towards the professionalization of Asian
business. When the heir eventually takes over the family business, he/she
tends to adopt a much more open view towards the involvement 
of professionals in the management of the family �rm (e.g. see Fung,
1997; Magretta, 1998, for the case of Victor Fung from Hong Kong’s Li
& Fung). This is certainly not the same phenomenon as predicted in the
existing literature on Asian family �rms where paternalism, nepotism,
personalism and fragmentation are widely believed to be the key
characteristics of their organizational rigidities (e.g. Redding, 1990; Chen,
1995; Fukuyama, 1995; cf. Yeung, 2000a).
Fourth, Asian elites are now more connected with international

organizations and multilateral institutions than ever. These powerful
supra-national economic organizations and �nancial institutions include the
IMF, World Bank, OECD, APEC, UNCTAD and so on. These are insti-
tutions that engage in private and public debate over economic reform
at a national and sectoral level and occasionally participate in the devel-
opment of speci�c economic restructuring programmes in the
Asia-Paci�c region. Representatives of multilateral institutions imple-
ment diffuse forms of governance that have signi�cant effects in 
shaping the business practices of Asian �rms, in particular through
recommendations (and implementation pressure) on the systemic reform
of nationally regulated �nancial systems (including banking and stock
markets). Multilateral institutions, such as the IMF, are able to reshape
Asian business systems in a thorough but diffuse manner by encour-
aging and/or requiring the restructuring of institutions and power
structures in Asia with which large Asian businesses (especially the
conglomerates) engage in reciprocal relations of interdependence. By
involving other actors (the nation-state) and the necessary codes, proce-
dural frameworks, regulations, material incentives and so on that are
required to effect the activation of power, multilateral institutions directly
and indirectly transform the nature and operation of Asian business
systems (see the example of South Korea later).
These dynamic changes to Asian business systems brought about by

international organizations, however, cannot be effective without the
consent and involvement of Asian elites. Here, the issue of power rela-
tions becomes paramount because any signi�cant changes to the existing
con�gurations of Asian business systems imply a concomitant demise
of certain interest groups (e.g. cronies and rent seekers) and the emer-
gence of other groups (e.g. supporters of democracy and transparency).
Why then would key actors in Asia participate and enrol in these 
actor networks of multilateral institutions? Some Asian actors are clearly
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opportunists who participate in these global actor networks in order to
ride on the same ‘wave’ and secure their own legitimacy in business
and politics. Other Asian actors �nd the past legacies of Asian business
systems make it virtually impossible to transform them without signif-
icant external pressures. Enrolling into global actor networks helps these
Asian actors to advance their ideas of reforming and transforming
domestic business systems (see below). The last group of Asian actors
enrols into networks of international organizations to promote global
understanding and interaction. It is unlikely that this would lead to the
demise of national business systems in favour of a new cross-national
economic coordination system. What is clear, however, is that this process
of enrolling Asian actors into the global networks of international orga-
nizations and multilateral institutions has a potential long-term impact
on the dominant forms and organizations of Asian business systems.

Impact of globalization on the dominant forms and organization of
Asian business systems

In this section, I consider the possible impact of globalization tenden-
cies on two aspects of Asian business systems: (1) governance structures
and authority systems of national �rms; (2) market organization and
political-economic structures. In the �rst place, globalization tendencies
are transforming the governance structures and authority systems of 
national �rms in Asian business systems. There is a signi�cant shift from
paternalistic governance of Asian �rms based on personal relationships
and owner management to network governance based on decentraliza-
tion, �nancial performance and board decisions. This shift depends on
the geographical scale and scope of Asian �rms and their actor networks.
As shown in Figure 1, there are at least three types of actor networks
among Asian �rms: global networks, national networks and national/
international networks. For heuristic purposes, each bounded circle in
Figure 1 represents a relatively distinct business system and each point
in these circles represents an actor (economic or political). Through link-
ages developed by globalization tendencies, these actors in different
business systems are enrolled into actor networks at different spatial
scales and complexities.
Take actor A, for example: it is enrolled into global networks directly

with actors in all other business systems and indirectly with actors in
two business systems via actor D. Its network relationship with actor D
is at the national level with a primary aim to reach out to actor D’s
global networks. This relationship forms part of what is known as
national/international actor networks. Actor A represents the most
globalized actor in Figure 1; so is its business system which bears a
mixture of characteristics of different business systems. In the case of
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actor B (e.g. a local retailer), it is primarily enrolled into national actor
networks and remains very much embedded in national business
systems. On the other hand, actor C is enrolled exclusively into global
networks (e.g. an export-oriented manufacturer serving the global 
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market). Though Figure 1 is a much simpli�ed construction of the nature
and characteristics of Asian business systems, it does illustrate the very
important point that globalization tendencies (represented by various
links between actors) are capable of effecting dynamic changes to existing
business systems. As a consequence of these inter-penetrating tenden-
cies, the empirical reality of any Asian business system is made up 
of a mosaic of characteristics from several other business systems.
In�uenced by globalization tendencies, Asian business systems are much
more messy in their dominant forms and organizational structures than
are portrayed in the literature.
The shift towards network governance structures is most pronounced

among Asian �rms that are enrolled into global actor networks. These
Asian �rms are more likely to be very active in globalizing their
operations. They are also more likely to invoke and implement
organizational changes because of two reasons. First, the paternalistic
governance structure creates formidable organizational obstacles to
successful globalization because of centralization of control and infor-
mation, and the replication of headquarters characteristics in foreign
subsidiaries. Globalizing Asian �rms may �nd it dif�cult to develop new
sources of ownership-speci�c advantages in non-Asian host countries
because rules of competition there are much more transparent and estab-
lished. Paternalism is not very conducive to unleashing the potential and
entrepreneurial tendencies of local managers in these host countries. A
shift towards network governance is possible when key actors in these
Asian �rms realize the potential of enrolling into actor networks in host
countries (e.g. recruiting top management from the host countries). This
transformation in governance allows Asian �rms to tap into synergies
of ‘differentiated networks’ because diverse subsidiaries operate in
distinct national environments (Nohria and Ghoshal, 1997). Different
attributes of a globalizing Asian �rm can be explained in terms of selected
attributes of the external network within which it is embedded. These
differences in the external network are related to the institutional context
of the globalizing Asian �rm.
Second, globalization tendencies are beginning to transform domestic

institutional contexts in which paternalistic governance structures are
embedded. As the market organization and political-economic structures
in Asia are changing gradually (see below), the monopolistic advantage
and/or state subsidies often enjoyed by some typical Asian �rms dissi-
pate rather quickly. Globalization tendencies are changing the rules 
of the game in Asia in favour of competence-based competition rather
than the monopolistic competition that prevailed during the early phase
of Asia’s industrialization. This revision of competitive rules and insti-
tutional contexts implies that paternalistic governance structures of 
Asian �rms are no longer very effective in securing and accumulating
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resources for expansion (see Yeung, 1999a, 1999b, 2000b, for the case of
the South-East Asian countries). It becomes important for these Asian
�rms and their key actors to develop competitive advantages based on
organizational competence rather than on monopolistic licences or polit-
ical favours. I am not arguing that these latter advantages will disappear
overnight. Such an argument is over-simplistic and unrealistic. I argue,
however, that key actors in Asian �rms, particularly those enrolled into
global actor networks, are pre-emptive of the transformation of domestic
institutional contexts and the arrival of global competition. They are
more susceptible to organizational change towards a governance
structure based on their enrolment into global actor networks. Their
performance and successes are more dependent on their linkages to other
actors in global networks than on their domestic institutional structures.
How then are the market organization and political-economic structures in

Asia transformed by globalization tendencies that have signi�cant impli-
cations for the dynamics of Asian business systems? This is a complex
question that I can only discuss brie�y here. As outlined earlier, the mar-
ket organization of most Asian economies is dominated by strong
state–business relations explained by the historical legacies and institu-
tional structures of Asian economies (see Whitley, 1992, 1999). The dialec-
tical tendencies of globalization, however, seriously disturb this relatively
stable con�guration of ‘institutional equilibrium’ in many Asian
economies. On the one hand, the enrolment of key Asian elites into global
actor networks has enabled them to construct certain political discourses
to legitimize their reform agendas. Privatization and deregulation are
some of the reform efforts institutionalized by Asian political elites to
embrace the bene�ts of participating in globalization (e.g. Singapore’s
recent liberalization of the banking and telecommunications industries).
These efforts are likely to generate long-term impacts on the dominant
forms and organization of Asian business systems. For example, the
1997/8 Asian economic crisis provided such a context for change and
reforming Asian business systems (see also Henderson, 1999; Yeung,
1999a, 2000b). Some powerful domestic elites within Asia have been quick
to jump on the globalization bandwagon to pursue their own hidden
agendas of implementing structural reforms and building institutional
capacities, which otherwise could not be pursued without an ‘externally
imposed’ necessity to do so. In effect, the (contested) discourse of glob-
alization ‘itself has become a political force, helping to create the insti-
tutional realities it purportedly merely describes’ (Piven, 1995: 8).
The case of South Korea shows how a careful deconstruction of an

Asian identity enables political elites to shape the restructuring initia-
tives. In South Korea, the IMF rescue package represents three agendas
at work: a conventional IMF agenda, a US trade- and investment-opening
agenda, and a Korean-imposed institutional reform agenda (Mathews,
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1998; see also Wade and Veneroso, 1998). The �rst two agendas are
clearly interrelated and not widely accepted by the Koreans. Bello (1998:
425) thus notes that

the Fund is very unpopular [in South Korea], not only because it
is seen as administering the wrong medicine, but because it is
viewed as a surrogate for the USA, imposing a program of dereg-
ulation and liberalization in trade, investment and �nance that
Washington had been pushing on the country – with little success
– before the outbreak of the �nancial crisis.

In fact, as the US Deputy Treasury Secretary Lawrence Summers said,
‘the IMF has done more to promote America’s trade and investment
agenda in Korea than 30 years of bilateral trade talks’ (quoted in Hale,
1998: 12). The third agenda, however, has been so rigorously pursued
by the political elites in South Korea that

by the middle of 1998 [South Korea] was rebuilding a new version
of a ‘Korean model’ – turning the crisis to its own advantage by
reforming the political-economic structures, which were in fact long
overdue for reform but which could not be tampered with in the
absence of a major crisis.

(Mathews, 1998: 748)

What exactly did the Korean elites make of the heavy-handed IMF inter-
vention in December 1997 which was certainly not the �rst time that Korea
had fallen into the IMF’s grasp (previous occasions were in 1971 and
1980–3)? The ‘old’ Korean model of rapid economic development was
based on high foreign debt for expanding industrial capacity and large
chaebol for steering the national economy. The role of state agencies in
directing development was also very important (Amsden, 1989; Wade,
1990; Kim, 1997; Lee, 1997; Chang, 1998, 2000; cf. Thornton, 1998). Such
a model sustained South Korea’s high growth rates during the 1980s. By
the 1990s, the model was sustained by taking on risks on a larger scale
and by depending on continuously favourable global economic condi-
tions. Just before the crisis, the model was becoming so powerful that it
began to be a threatening political force beyond the control of existing
state agencies and newly created democratic institutions. It could only be
‘stopped’ by a major crisis (Mathews, 1998). The unravelling of the Korean
model in late 1997, therefore, witnessed the Korean elites, led by the Kim
Dae-Jung administration, taking the extraordinary opportunity created by
IMF intervention to transform the Korean model from a developmental
system to a ‘more mature’ business system. According to Mathews (1998),
these Korean elites from the various government ministries indeed insti-
gated structural reforms into the IMF agreement rather than being forced
to concede to such reforms, as in the case of Indonesia. These reforms
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covered matters such as (1) greater transparency in corporate governance
and structure; (2) reducing the levels of mutual debt repayment guaran-
tees; (3) opening the way to corporate bankruptcy procedures; and (4)
reform of the �nancial sector, including the separation of the Bank of
Korea from the Ministry of Finance.
This response by the South Korean political elites to the Asian economic

crisis and the IMF conditionality is in fact interesting. It is clear that these
domestic political elites wanted institutional changes and reforms of their
business systems. In the absence of strong political power and discursive
legitimacy, they were unable to implement these changes and reforms.
This reform inertia re�ected the signi�cant role of historical legacies and
institutional rigidities. For example, it is well known that the chaebol in
South Korea did not want to see the end of their cosy relationships with
the government and ministries. Given their dominant corporate power in
South Korea, the state found it very dif�cult to plan for, let alone imple-
ment, changes to state–business relationships. Meanwhile, the unexpected
outbreak of the Asian economic crisis provided a favourable context for
change. The enrolment of some political elites in South Korea into global
actor networks (e.g. the IMF and NGOs for democratic movements)
enabled them to construct discursive legitimacy to justify their reforms.
The case of South Korea is also not atypical. During the Asian economic
crisis, the Washington-based IMF was also successful in effecting change
in state–business relationships in Indonesia at a distance. For example,
Mohammad ‘Bob’ Hasan, a leading actor in local Chinese business net-
works, lost his valuable monopoly rights in timber production and trade
in Indonesia (see Olds and Yeung, 1999).

CONCLUSION

While I concur that the enduring properties of different social systems of
production and national institutional structures continue to reinforce dif-
ferences in national business systems (see also Hollingsworth, 1998;
Whitley, 1998, 1999), globalization tendencies have a signi�cant impact
on the dynamics of these business systems. This impact is particularly
effective at the level of key actors and elites in these business systems
because they have been enrolled and enticed into various forms of actor
networks at different spatial scales. Through their connections with actors
in international business, �nance, media, research, education and multi-
lateral institutions, Asian actors and elites are increasingly capable of
effecting changes in existing norms, conventions and practices of Asian
business systems. In other words, globalization tendencies provide the
key mechanism through which the dynamics of Asian business systems
can be unleashed and their existing con�gurations reshaped and trans-
formed. These tendencies also alter drastically the institutional contexts
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in which the stability and endurance of Asian business systems are
maintained.
Though the transformations of Asian business systems under global-

ization are conditioned by past histories and institutional legacies, the
speci�c directions and modes of transformations depend critically upon
the dialectics of globalization tendencies, and the nature and spatial
scales of Asian actors being enrolled into actor networks elsewhere. I
have argued in this article that globalization tendencies are not merely
homogenizing national differences in social organization and institu-
tional structures, but they also simultaneously accentuate material and
discursive differences, a consequence of their highly uneven nature and
impact. Most debates in globalization studies are clearly misconceived
because of their focus on the dichotomous choice of homogenization or
differentiation. To understand the changing dynamics of Asian business
systems in a globalizing era, it becomes imperative for us to transcend
this dichotomous view of globalization. We need to examine how the
dialectical tendencies of globalization can be deployed by Asian actors
and elites, who are enrolled into actor networks at different spatial scales,
to effect changes in the norms, conventions and practices of their
embedded business systems.
This article clearly represents an un�nished agenda because it raises

more questions than it can answer. I now consider two critical agendas
for future research into different business systems as dominant forms of
organizing capitalism(s) in the global economy of the new millennium
(see also Whitley, 1996): (1) focus on dynamic rather than static differ-
ences in business systems; and (2) focus on transformations of business
systems at different spatial scales. First, it is apparent from this article
that the central issue in understanding any business system is not how
it is different from an existing template of, say, the American, German
or Japanese business system. Though these national differences in busi-
ness systems may exist, they are often subject to dynamic changes over
time. This is essentially a process of co-evolution through which differ-
ent business systems may converge in certain dimensions and diverge
in other attributes. It is thus important for researchers of business sys-
tems to focus on the critical agent(5) of dynamic change rather than sta-
tic structural differences between business systems. Here, globalization
tendencies and actor networks may provide a useful theoretical depar-
ture point to analyse the changing dynamics of business systems in dif-
ferent countries and/or regions. We need more empirical studies to
disentangle the complex relationships between such globalization ten-
dencies and the dynamics of different business systems. Instead of con-
ceiving national business systems as a ‘static equilibrium’, we should
view them as a ‘dynamic equilibrium’ or at best a ‘partial equilibrium’
which is always in �ux and subject to change (see also Sorge, 1996). Our
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research task is to identify their agents of change (e.g. globalization ten-
dencies) and their mechanisms of transformations (e.g. actor networks).
Second, while the economic coordination and social organization of

activities in many business systems have been almost exclusively
con�ned to the national or sub-national scale in the past, the new millen-
nium will witness the diffusion of this coordination and organization to
multiple spatial scales (see also Hollingsworth, 1998; Collinge, 1999;
Kelly, 1999). To critical theorists like Jessop (1999), such a process of
rearranging the spatial scales of economic coordination in an era of
globalization is known as the ‘relativization of scale’. The expanding
orbit of the political, social and economic in�uence of the European
Union and the recent powerful penetration of IMF-driven politics into
certain Asian economies are just two examples of economic coordina-
tion at the regional and the global scales. Similarly, Figure 1 notes that
linkages between actors in different business systems are increasingly
formed at different spatial scales. Future empirical research should
perhaps move away from starting its analysis at the national scale.
Instead, the future of business system research rests with how best we
can transcend different spatial scales in our analysis of the dynamic
transformations of business systems. This quest for analysing business
systems from the perspective of different spatial scales has a strong
potential to enrich our understanding of the tensions between global-
ization tendencies and social systems of economic organization.
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