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Abstract

In contrast to traditional strategic approaches that are based on complexity reduction,
this paper aims to develop an alternative way of understanding entrepreneurial
strategy and managing complexity from a processual perspective. The new perspective
is developed from a processual perspective integrating insights from an understanding
of complexity to engage with philosophical accounts of Chinese processual thought
particularly as it is applied to entrepreneurial strategy. The new theoretical framework is
empirically investigated through case studies of 30 entrepreneurial organizations in
China. The findings confirm that timing and action, context/situation, and efficacy are
the three key components in complexity absorption as preferred entrepreneurial
strategic approaches.

Keywords: Complexity absorption, Entrepreneurial strategy, Chinese processual
philosophy
Introduction
In a period of unprecedented volatility, there is mounting concern of how entrepre-

neurial organizations can respond to an increasingly complex business environment

with the advent of the new technologies that have accompanied the emergence of the

internationalization of the economy as an exceptional challenge to existing forms of

management control at every level of society. Developed during a period of compara-

tively stable economic development, the dominant theories of organizations tend to

have been founded with the dual objectives of maintaining equilibrium and avoiding

uncertainty (Hamel, 2000). The application of complexity theory to organization stud-

ies in highly complex environments offers unique insights (e.g., Ashmos et al., 1996;

Ashmos et al., 2000; Boisot & Child, 1999; Brown & Eisenhardt, 1997; McDaniel, 1997;

Stacey, 1995; Wheatley, 1992; Walters & Bhuian, 2004).

In terms of how organizations deal with asymmetric information in a complex envir-

onment, two approaches are suggested: complexity reduction and complexity absorp-

tion. Complexity reduction “entails the pursuit of equilibrium via simplistic

arrangements”, while complexity absorption is achieved “via more complex strategies,

structures, and decision processes” (Walters & Bhuian, 2004, p. 98; cf. Boisot & Child,

1999; Eisenhardt et al., 2000). The above understanding only captures one dimension

of the significance of the complexity absorption concept because there is a neglect of
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the ontological assumptions on which the interpretations are based. Complexity theory

posits a processual understanding of reality and complexity absorption is a natural de-

velopment of the application of complexity theory to better understand social systems

and information flows. The substantive model of reality has been retained; hence the

full application of the explanatory power of these concepts has been overlooked. Only

when the concept of complexity absorption is coupled to a processual ontology as will

be discussed in this paper will the full implications of a strategy as process become

meaningful. The contemporary dynamic global business environment demands firms

be more entrepreneurial; therefore entrepreneurial organizations and strategies seem to

be a path to success (e.g., McGrath & MacMillan, 2000; Morris et al., 2008). This re-

search studies complexity absorption in entrepreneurial organizational settings and

suggests it as an effective strategy to deal with complexity.

China’s growth is seen as a phenomenon which impacts the whole world. Meanwhile,

China is also one of the world’s most complex social systems (Keith et al., 2014) and

the culture and philosophies that have shaped Chinese civilization for millennia are

unique in a number of ways. The Chinese world sees reality in terms of energy flows

and natural processes, a view of the world that closely corresponds to that of complex-

ity theory (Herfel et al., 2007). However, the management literature is still characterized

by a relative paucity of knowledge about how business strategies are developed to deal

with these complexities (e.g., Andriesse & van Helvoirt, 2010; Chen, 2008; Redding &

Witt, 2007; Yao et al., 2009; Zhang, 2014). The existing studies in this area either follow

conventional perspectives, such as an institution-based view (Li et al., 2013; Peng et al.,

2008; Peng, 2002) or resource-based view (Fock & Woo, 2003; Langenberg, 2007; Li

et al., 2013; Tsang, 1998). These studies by taking a complexity reduction approach are

inadequate to provide effective strategies to deal with complexity in the Chinese world.

Therefore, identification of the conceptual foundations of strategy for complexity in

Chinese business and the forces driving its success remains unclear.

In China, action, i.e., strategy, is seen differently to the conventional view in which

direct action (i.e., complexity reduction) is seen to be a necessity for successful imple-

mentation of strategy. Contrary to this conventional view, Chinese aim to achieve a

goal with as little direct action as possible. Thus, the strategic intention is to modify

one’s actions in such a way as to retain a position of relative strength, whilst retaining

a long-term objective (i.e., complexity absorption), that of domination rather than de-

struction of the opponent. In keeping with this view of the world as a dynamic event,

i.e., a complex adaptive system, in which continuous change is the only predictable

norm, it is accepted that a successful strategy must be founded on the realization that

the situation is, in reality, a continuing present. Thus the successful strategies to deal

with complexity are to seek for identifying tendencies in the current situation then

acting to manipulate circumstances in ways that enable a trend to develop in such a

way that the desired objective will emerge by itself (Aligica, 2007). Therefore, in con-

trast with the ontology of complexity reduction, Chinese philosophical ideas about so-

cial practice (as pragmatic in a value rational way) are impossible to study and

present at a sophisticated level by employing a rational structural approach (Zhang

et al., 2011). One of the objectives of this research is to offer an alternative perspec-

tive to study unique nonlinear entrepreneurial strategy to deal with complexity in the

Chinese context.
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In order to achieve the research objectives, the entrepreneurial strategies to deal with

complexity employed by 30 entrepreneurial organizations in China are investigated

through case studies. Entrepreneurial strategy is a construct that specifically manifests

entrepreneurship at the firm level (Duane et al., 2009). It has been seen “as a potential

source of firms’ competitive advantage, a way in which established firms can develop

capabilities that are central to their continuing success” (Cooper et al., 2000, p. 120). In

the case studies of these 30 organizations, how these organizations achieve develop-

ment and success in the complex Chinese world by utilizing complexity absorption

strategies is explored. This research seeks to represent the dynamic and evolving qualities

of strategy in these organizations that have emerged as it has grappled with the lack of in-

stitutional support, expanding domestic markets, complicated social networks, dramatic

changes in the societies and much more besides. There is much to learn from these entre-

preneurial organizations’ experiences as they have achieved their current pre-eminent po-

sitions in one of the most complex business environments in the world. The argument

being presented here is that this has been achieved due to the strategic orientation of en-

trepreneurs who have adopted a complexity absorbing approach to strategy.

Contributions of this paper are both theoretical and practical. Theoretically, a theor-

etical framework for entrepreneurial strategies is established to deal with complexities

by establishing a link to complexity absorption, a concept that has been only used in in-

formation control in the existing literature. By doing so, an alternative ontology of

entrepreneurial strategy is offered through a processual theoretical lens. Practically, by

developing strategy theories with a deeper understanding of success for entrepreneurial

strategies in China based on Chinese otology and real-life examples of Chinese entre-

preneurial organizations, this paper provides a strategic mindset to entrepreneurial or-

ganizations who actively engage with emerging markets like China where the business

environment is more complex than in well-established institutional environments in

developed economies.
Theoretical foundation
Complexity reduction vs. complexity absorption

The key supposition of the complexity perspective is that the world is constituted by

flows of information/events, in which there is always a precarious balance between an

emergent order and chaos, between stability and instability (Boisot & Child, 1999;

Holland, 1995; Urry, 2005). “Complexity theory describes the world, as a complex of

networks of human and non-human, living and non-living ‘actors’, continually forming,

being maintained and falling apart” (Baskin, 2011, p. 361). The key factor to understand

how complexity is managed in contemporary approaches, almost by default, is to

manage complexity by employing standardized procedures and measures of perform-

ance, i.e., ‘complexity reduction’ (Boisot 1987, 2000; Boisot & Child, 1999). The proces-

sual alternative introduced in this paper is to manage complexity by diffusing

management tasks as widely as possible so that a large number of agents (stakeholders)

can participate in the tasks of organizational decision making, i.e., complexity absorp-

tion (Boisot 1987, 2000; Boisot & Child, 1999).

Complexity reduction generally relies on the analysis of quantitative data, allowing

modeling and application of generalizable rules, substantially reducing the complexity
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of the situation. This approach employs standardized procedures and measures of per-

formance. In contrast, complexity absorption acknowledges the existence and import-

ance of quantitative data but does not rely on that data when making management

decisions; it prefers full knowledge of the implications of a processual understanding of

reality, eschewing the substance account reviewed earlier and following the flow of

events so as to extract the maximum benefits from the emergent properties that consti-

tute the flow of events thus becoming complex adaptive systems that favor complexity

absorption as a mode of practice.

From the perspective of a complexity adaption system (CAS), it is the patterns of

emergent order that are not seen or understood by analytical complexity reducing ap-

proaches to management control. Because patterns of activity arise from the interaction

of the entities that occur at a lower level in the system, at a higher level they are emer-

gent. Thus complexity reducing strategies destroy the meaningfulness of emergent

properties which are seen as being like steam from boiling water, simply a by-product

of a system rather than being the essential components that comprise the system. Thus,

failure to appreciate the potentially infinite number of variables in constant interaction

with each other is to dramatically reduce complexity (Boisot, 1987, 2000; Boisot &

Child, 1999).

The preference for complexity reduction is related to the perspective, called the “ob-

jective realist perspective”, which means that “the social world is made of things in

which processes represent the change in things” (Van de Ven & Poole, 2005, p. 1380).

From a complexity science perspective, the world is in a constant state of movement

and becoming. They are what is called in complexity theory “dissipative structure-

s”(Herfel et al., 2007) dependent on the flow of their existence, yet paradoxically they

are entities in their own right insofar as their inner dynamics can be studied independ-

ent of the constituting flow. A very powerful affinity is seen with the idea of the rela-

tionship between organizations and their environment, of departments and individuals

within that organization; each is at a different level of description in the nested hier-

archy that is the organization. Failure to recognize this means that managers assume

they are outside the very processes that constitute the organization’s existence, thus

able to operate independently, free from the constraining effects of the culture, rules

and practices on which they depend. From a process or complexity perspective, it is

these ingredients that actually constitute them as managers. This means that managers

believe they are able to make independent decisions that are outside the flow of events

that shape the organization (Van de Ven & Poole, 1995, 2005). However, these dynam-

ics whilst being intrinsic to the entity being studied i.e., the individual and the depart-

ment are entirely dependent on the context in which these entities exist. Similarly, for

the organization the same sub-processes apply from the organizational context to the

individual in the organization. By extension it is natural to see that a living organism is

not a separate entity existing independently; instead, it is simply an identifiable pattern

constituted by the flows that sustain it; thus we can say that organizations and the or-

ganisms that have constituted it are also dissipative structures. In the case of an

organization, the flow of energy is also a flow of information that sustains the organiza-

tion’s internal structures and maintains its internal processes.

As long as the energy/information flow remains relatively consistent, the system re-

mains in a stable situation in its relationship with other entities (dissipative structures)
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within the system remaining constant; however, whilst the relationships are constant

there will always be turbulence (new information) producing new opportunities/con-

straints that have the potential to reconfigure the interrelations in the system. There-

fore what in conventional, that is in (substantive) terms, are referred to as “objects”,

and are stabilized patterns of the flow energy/information from the processual perspec-

tive advanced here (Boisot & Child, 1999; Eisenhardt et al., 2000; Holland, 1995).

As these systemic properties are emergent, arising from the relationships and inter-

action of the parts over time; the whole is “greater than the sum of its parts” and thus

the “dissection of a system into its components, either physically or theoretically, de-

stroys that system, and precludes a full understanding of its dynamics and properties”

(Capra 1996, p. 29). Thus complexity theory favors a processual approach, stressing re-

lationships, patterns, and contexts (Gell-Mann, 1995).

Chinese ontology of strategy: Complexity absorption

“Allow the propensity of things to operate outside you as their own disposition

dictates; do not project values or desires but adapt constantly to the necessity of their

evolution”. (Jullien, 1999, p. 39)

Aligica (2007) and Jullien (1999) identify the strategic approach in China as processual

efficacy, “a natural disposition”. Jullien’s points above is consistent with the Chinese

worldview that things have their own internal logic, and it is best to allow them to ex-

press themselves as this requires no effort. In other words, the best approach to strat-

egy is to begin by identifying the tendencies that the flow of events make manifest, and

then work with these tendencies to enhance their natural effects in the most efficient

way. In contrast to the conventional strategic approaches, i.e., complexity reduction

that sets up a model to serve as a norm for actions, the Chinese strategic approaches

concentrate attention on the course of things “in order to detect their coherence and

profit from the way that they evolve” (Aligica, 2007, p. 331). Chinese thought promotes

complexity absorption (Boisot & Child, 1999; Cone & Everett, 2003). Events unfold by

means of the interplay of opposition and simultaneous association and can only be

understood by understanding the correlations between them. These derive their opera-

tive value through the efficacy by which an outcome is revealed. It is this constant

interplay of relations that endlessly constitutes reality. “Each of the two aspects subsist-

ing in an interactive relationship with the other and comes into being through it. Real-

ity is apprehended in its becoming, and it is this perspective that one finds at the

bottom of the most ancient Chinese thought” (Mair, 1991, p. 377 cf. Hall & Ames,

1987; Ames, 2003).

Therefore, the core of Chinese philosophy is about managing complexity in a way

that maximizes effectiveness and the consequentiality of action (Cheng, 1991; Zhang

et al., 2013). Strategy itself is contingent, residing in the engagement of activities. It is

necessary to avoid the tendency for complexity reduction, i.e., formulating a goal to

which our actions are directed to construct a plan or model to which reality must con-

form; instead there is a need to try to identify the key factors at play and then allow

ourselves to be carried along with the flow of events following the propensity of things,

i.e., complexity absorption. Instead of imposing a model on reality, we should allow the



Zhang Frontiers of Business Research in China  (2017) 11:13 Page 6 of 20
potential present in the situation to express itself (Jullien, 1999). Only when this pro-

cessual ontological orientation is adopted, can complexity absorbing strategic ap-

proaches be realized.

Following the Chinese perspective, all strategy is necessarily fallible because if the

world is flux so an effective strategy must be continuously focused on the now.

This strategic orientation aligns with the ontological orientation of complexity ab-

sorption that “sees reality as a process devoid of any solid substantial objects that

can be relied on to stay the same” (Cavaleri, 2008, p. 476); thus, the strategic

stance is the one in which an individual is continuously evaluating on a moment

by moment basis the situation in which one finds oneself. In such a situation the

strategy for dealing with complexity is to continuously monitor and adjust to chan-

ging circumstances. From a processual complexity absorbing perspective, there is a

need for strategy to follow the flow in order to maintain a dynamic orientation

and harness the energy present in a continuously changing flow of time. Mean-

while, the strategy of complexity absorption is accompanied by the strategy to re-

duce the options available to the opposition by them to retain a static position,

complexity reduction. Such a strategy can be fully understood in the Wei Qi (a GO

Game). Rather than following a single-minded approach always seeking absolute

victory (i.e., complexity reduction), a successful strategy in Wei Qi is to utilize the

opponent’s position as a fulcrum to maintain a dynamic stance as the natural re-

sult of the need to constantly shift position mirroring the stance of their opponent.

The strategic complexity absorption approach is to gain energy and momentum

from the opponent’s efforts to keep their position, in which timing, context/situ-

ation, and action are involved.

Chinese philosophy provides an account of a processual understanding of entrepre-

neurial strategy. Following the above understanding of strategic complexity absorption

approaches, this paper intends to investigate strategies employed in the Chinese con-

text with the empirical case studies of Chinese entrepreneurial organizations, where a

process understanding of reality is normative based on Chinese ontology. The complex-

ity absorption approaches will be empirically illustrated and examined according to the

processual perspectives provided in Chinese philosophy.
Methodology
Methods

In order to explore entrepreneurial strategies in China, this research employed a quali-

tative research approach, case studies of 30 entrepreneurial organizations, including in-

terviews, direct observation, and memos. In contrast to quantitative research that

constitutes an abstract representation of a real situation leading to criticism of its rep-

resentational accuracy of complexity (i.e., complexity reduction approach), qualitative

research emphasizes an understanding of relationships within complexity is a more ap-

propriate method for this topic (i.e., complexity absorption approach). The case study

approach is an appropriate research design for the research question of “how” can be

answered about a contemporary setting (Faems et al., 2008; Yin, 2003) and multiple dir-

ect observations of complex correlative relationships and processes can be facilitated

(Eisenhardt, 1989; Eisenhardt & Graebner, 2007; Faems et al., 2008; Parkhe, 1993).
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According to the well-defined characteristics of entrepreneurial organizations, i.e.,

high level of work discretion and responsibility for consequences (Chau & Siu, 2000;

Hornsby et al., 1993; Kuratko et al., 1990), 30 entrepreneurial organizations were

selected for this research based on the results of pilot studies on case selection. These

30 entrepreneurial organizations are located in five cities in China, Harbin and

Shenyang (representing northern China), Beijing (representing central China) and

Shenzhen and Sanya (representing southern China). In order to ensure the representa-

tiveness of the cases, the samples were selected across different business sectors ran-

ging from service (such as IT, consulting, entertainment, and housekeeping), education,

and trading to food and manufacturing. Entrepreneurial organizations selected in this

study were more than three years old with a market share and profitability that have

been increasing in the most recent three years, which ensure the recent success of their

strategic approaches.

In this study, an interview approach was adopted in order to gain an in-depth under-

standing of the strategic vision and approaches of entrepreneurs. The interview ques-

tions are semi-structured. In each interview the same topics were discussed around the

related themes of their perceptions of the complexity of the business environment,

their strategic approaches to resolve this complexity, the corporate culture and Chinese

culture, the kinds of business practices and most importantly the strategic direction of

their businesses. The average time of each interview was about one hour. Entrepreneurs

are chosen as the main participants in this research as they are more likely to be reflex-

ive on their strategic daily decisions and practice.

In these 30 entrepreneurial organizations, the researcher interviewed 30 entrepre-

neurs who set up businesses, 23 male and 7 female entrepreneurs. Participants’ ages in

this study ranged from over 30 to early 60 and their businesses have been successfully

running for more than two years. Based on participants’ requests, in order to avoid any

possibility of personal identification, subjects in this paper are referred to by pseudo-

nyms. Apart from interviews, informal conversations with employees as well as memos

and observations of their regular meetings and business practices were also conducted

in these organizations. Data from informal discussions and observations were used to

triangulate the primary data from interviews.
Data analysis

Considering the distinctive assumptions implicit in particular ontological, epistemo-

logical, and methodological perspectives (Guba & Lincoln, 1994), this paper follows

the interpretive paradigm to do data analysis, as recommended for social science

research by Orlikowsk (2002). This interpretive approach, on the assumptions that

deeper understandings of phenomena can only be achieved via understanding the

interpretations of those phenomena through experiencing them (Shah & Corley,

2006), suggests that every researcher who is doing this research “will have a unique

interpretation of the results” (Labianca, Gray, & Brass, 2000, p. 241). Rather than

replication and theory testing, interpretive data analysis is believed to offer a

reasonable interpretation of a phenomenon through experiencing it so that a fun-

damental understanding of and deeper insight into the phenomenon could be

gained (Shah & Corley, 2006).
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In the detailed analysis of the data the researcher focused on both tangible and intangible

items of practice (Orlikowski, 2002) to identify and verify common units of analysis for the

purpose of uncovering the implicit rules and meanings that informed the dynamics within

each entrepreneurial organization in the study. This was followed by the coding of tran-

scripts and memos made during participant observation in each case. In understanding data

analysis, the predefined concept of complexity absorption and the Chinese philosophical

perspectives on process and strategy were drawn upon. These sources became the central

focal point which informed the interpretation of collaborative interactions within the entre-

preneurial organizations in the study. Figure 1 illustrates our data analysis approach and the

process of formation of themes. The next section will discuss the primary findings of this re-

search with exemplary quotations that represent the patterns of the views from interviewees

across all sample entrepreneurial organizations.
Results and discussions
Timing and action

A natural consequence of taking a process view is that time is a key consideration as it is

one of the contextual determinants of practice. From this processual perspective, strategy

never emerges as it is always emergent as practitioners grapple with the daily or hourly real-

ity of a turbulent world. This follows Bourdieu (1990) in that the real “authors” of everyday

coping action are the dynamic relationships that intersect. Prediction is eschewed. Instead

the focus is on continuous adaptation—forecasting (complexity reduction) becomes inter-

pretation and high alertness (complexity absorption). Thus the Chinese strategist adapts to

circumstances and waits for the appropriate moment to take advantage of the emerging

now. Predicting the future while following an ideal model (as suggested in complexity re-

duction approaches) does not enter into his/her strategic thinking. The continuous moni-

toring of events and their potential is a process of on-going updating. “What counts is no

longer so much what we ourselves personally invest in the situation” but rather “how we ex-

ploit the potential emerging from the situations” (Jullien, 1999, p. 22).
Fig. 1 Data structure
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The timing of expansion to the new markets is an essential issue in entrepreneurial

strategy (Prashantham & Young, 2011; Buckley & Casson, 1981; Yu & Tse, 2012). Chin-

ese strategic thinking is like Wei Qi (a GO Game), i.e., seeking to fit yourself into the game

and using your understanding of your adversary to anticipate their moves and so gain an

advantage. This was confirmed by the majority of entrepreneurs interviewed: they placed

an absolute priority on staying close to their clients and the market; they do not have any

expectations that things will stay the same, but instead emphasize that there are patterns

if followed closely that will confer the best chance of staying in the game.

Several times I was thinking of moving the headquarters to Shanghai or Hangzhou

where the institutional environments are more supportive to entrepreneurism…but

eventually I gave up this idea. Here (Harbin) is the market I serve…all the clients are

here…I need to be as close to them as I can be so I can see the opportunities and

developmental trends better…(interviewee LB)

I never make detailed plans that I have strictly to stay with…I don’t think that will

particularly work well in China…our market is so dynamic and full of contingent

factors that may change things…I think as a good entrepreneur, we should be able to

see the opportunities and grasp them in the constantly changing environment…maybe

in a big firm a well-planned strategy will work but certainly not for our type of busi-

nesses…the best strategy for us is no strategy… (interviewee MM)

Due to the size of the business, one of the key corporate entrepreneurship strategies

is to cope with “the challenges of dissipation of its resource base and derived com-

petitive advantages” in order to secure survival and sustainable growth (Prashantham

& Young, 2011, p. 276). Empirical findings show that Chinese entrepreneurs prefer to

gain advantages through “learning from the first” in order to avoid survival risk and

failure due to the “liabilities of foreignness” (Sapienza et al., 2006). The market know-

ledge firms learn from their pioneer experiences which can enable them to penetrate

and expand their extant markets through more culturally sensitive approaches. For

example, the majority of interviewees indicated that their business might be a pio-

neering model in the local market but certainly not the one in the larger domestic

market. They learnt the models and successful experiences from overseas or from

some of the more developed cities in China, and adapted them to their local markets.

Nationally they do not want to be a leader but a very astute and attentive follower of

trends with a very strong commitment to the local market.

We are very successful in the local market here, for we don’t see any competitors

now…this business model we use now is what we learnt from the successful business

xx in Hangzhou where e-business is far more advanced….we were all trainees of xx

several years ago. After we thought that we had learnt enough about their business

model we came back (to our hometown) and set up our own business…we just want

to be No. 1 in the local market but the follower of new technology. You know to lead

the technology in this area is more costly and we don’t want to do that… we don’t

really need to expand our business to the national market where we would lose our

advantage… (interviewee CQ)
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In the Chinese understanding of complexity, the “potential of the situation, cannot

be ‘seen in advance’ (i.e., before the start of operations), but only detected, since it

changes all the time” (Aligica, 2007, p. 331). The Chinese strategy practitioner is like

a tennis player immersed in the game who instinctively adjusts and responds to his/

her opponent not as they are at a given moment but in their potential positions. “He

does so ‘on the spot’, ‘in the twinkle of an eye’, ‘in the heat of the moment’, that is, in

conditions which exclude distance, perspective, detachment and reflection” (Bourdieu,

1990, p. 82). There is no kind of reflective distance allowing for the luxury of observ-

ing the unfolding of events from a distance. The Chinese strategist is totally absorbed

in the events in order to anticipate the next move.

These strategic practices are based on discipline, restraint and attention to the

needs of clients and adversaries. It has no ideology, no core beliefs, no long term

plan other than being there and staying close to the game. As Jullien noted in

Chinese strategy “constancy rests on a superior understanding of process because

it is open to the longer term view in which success is only temporary and no re-

versal definitive” (1999, p. 202).

“I never have thought that I would leave the Bank of xx, such a prestigious

organization and start my own business with my experience in the financial business

sector…I guess I just follow the flow of my life…after working in the Bank of xx for 20

years, I felt my life was the same every day so I just wanted to have something

different in my life…then one of my friends approached me and encouraged me to

provide financial consultancy to customers…I think I have a network and experience

so why not…that’s how my business started….and later my business got bigger and

bigger because I know what my clients need…” (interviewee ZY)

“I actually started as a hybrid entrepreneur… I once had a very good position in a state-

owned enterprise…my position there could help me understand the core of the business

and our key customers….as you know there are a lot of limitations in SOEs and I’m not

very satisfied with how this SOE was managed… reforming management in SOEs is

almost impossible so I started to think whether I can use all of my resources and network

to start a company in this field by myself so I could apply all of the thoughts into real

practice…the business was first established when I still worked in that SOE…later on I

found my own business was getting bigger and bigger and I could no longer have time

to look after two jobs at the same time so I resigned…basically I did the same business

but just used different management approaches…I saw all the weaknesses in the

management in that SOE so it is easy for me to know what’s the best management in

my own business by avoiding these mistakes and weaknesses…”(interviewee WH)

As interviewee KS said “Get the timing right then it all follows.” These business ex-

amples are confirmation that these entrepreneurs appreciate the dynamic nature of

events thus predicting the future or promoting a pre-existing plan does not occupy a

significant place in their strategic thinking. Whilst a trend may be detected, it changes

all the time. Prediction is seen as a waste of time; instead continuous adaptation is the

most viable option, relying on sense-making and pure alertness.
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“I never predict and I don’t think we can predict when China is developing so rapidly

and no one knows what’s like the next day…the best strategy for me is to stay close

the market and observe every moment of the changes that happen in the market and

then take actions to respond to these changes…for example, we first set up our

business in Harbin and then later we realized this market is saturated so we took the

brave move to our capital (Beijing) and became the first business there…the moment

we chose to move was not out of prediction but a truly spontaneous response to the

market development and our own vision, i.e. business getting bigger and bigger…”

(interviewee XX)

“I first joined the house-keeping sector just as an ordinary house-keeper….that was

when I first came to Beijing. I wanted to be successful and I trusted myself…but I

didn’t know anybody at that time... I think being a house-keeper for a successful busi-

nessman gives me an opportunity to closely observe his/her daily life so I could under-

stand the secrets of their success and learn from their experience…I did and I

benefited so later I used all these experience to set up my own house-keeping company

and it was very successful. I think my success resulted not only from my own know-

ledge of good service for customers’ needs as a house-keeper but also from these suc-

cessful businessmen’s real-life examples…” (interviewee LY)

For these reasons it is absolutely necessary to maintain close connections with mar-

kets so as to be able to anticipate the strategic moment- it is about timing. What

counts is not so much what is invested but rather how best to exploit the emergent po-

tential of events (Aligica, 2007). The complex is resolved in absolving the self in the

time flow and taking actions at the right moment. Hence the arguments support the

following proposition:

Proposition 1 Action in timing is an entrepreneurial strategic approach for

complexity absorption.

Context/situation

Operating from the assumptions of complexity reduction, we may have an overly opti-

mistic view of the role of prediction and of its effectiveness; “the Chinese strategist

looks at the configuration and its potential and makes the most of its consequences as

they unfold” (Aligica, 2007, p. 333), i.e., complexity absorption. Chinese strategic think-

ing is focused around two ideas: That of a situation (xing), as it evolves as a field of en-

ergy; and that of potential (shi), which is a potential in that situation that can be made

to work to one’s benefit (Jullien, 1999).

A Chinese strategist seeks to avoid forming any conceptions of how things should be,

preferring to follow the emerging situation which has its own internal logic in order to

benefit from that natural evolution of events (Jullien, 1999). He fosters the skills to act

in a way that is in alignment with the emergent situation that leads to everyday stra-

tegic outcomes (complexity absorption) rather than deliberate goal-setting activities

(complexity reduction).

China is geographically a big country. Developing a wide network and localizing man-

agement and investment means that entrepreneurial organizations may have their



Zhang Frontiers of Business Research in China  (2017) 11:13 Page 12 of 20
assets and investors in all parts of the country, unlike the UK and European firms who

have concentrated their activities in their local markets where they can be geographic-

ally more focused. Chinese strategic thinking can offer some insight into the business

practices of these entrepreneurial organizations.

“I got this business idea when I toured Australia with my family…. I then thought this

business model could be applied in China. The next question to me is where I should

start it. Although I had a wide business network due to my other businesses, I still

wanted to concentrate all strengths in one local market first…using the fist to hit is more

powerful than using the palm…I chose Guangzhou first as a starting market because

development in Guangdong province is more balanced and there are more developed

cities close to Guangzhou if I want to expand my business…” (interviewee YT)

“Proximity is one of the key factors to the success of my business…I don’t want to

expand my business scope outside this province (Heilongjiang)…All the solar

technology our team developed are particularly tailored to the features of this

province…” (interviewee KS)

Chinese culture emphasizes the adaptation of the self into various situations by doing

the right things at the right time (Sim, 2009). In business interactions, it usually takes

calculated and long-term-based strategies to achieve strategic goals, resulting in relative

gains or losses. Engagement and confrontation are direct as well as indirect.

“I offered the financial resources to my friend to help him to get through his financial

difficulties this year….you know the economy is not very promising this year and I

also have difficulties but I would rather investing in him for his business rather than

on my own…if you help others in their difficulties, they will help you out in return

when I fall into difficulty…I think to invest this long-term friendship is very worth-

while…” (interviewee RA).

“Solar energy wasn’t a popular area in China when I first started my business…I

know I have to spend a lot on educating people about how economical and

environmentally-friendly it is to Chinese…. However I think it’s worthwhile because

sooner or later, the government will pay attention to this green business and by then

my business will be the leading company in this area…I think I’m getting the reward

now…” (interviewee KS)

In entrepreneurship literature, social capital has been identified and widely accepted

as one of the key drivers for the developmental speed of entrepreneurial firms (e.g.,

Jones & Coviello, 2005; Rialp et al., 2005). Entrepreneurial firms generally rely on

strong ties at start-up, and continuous expansion of the network and social capital are

also crucial to the sustainable development of firms (Oviatt & McDougall, 2005). From

the interviews and observations, there is a strong indication of entrepreneurial attitude

and “pragmatic” awareness of the need to develop close linkages with the powerful in

their business strategies. Their entrepreneurial leadership was particularly skilled at

making the right decision at the right time.
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“I think my business was very successful mainly because I knew a powerful person in

South Korea who not only holds an influential position which could help me a lot in

my business in South Korea but also knows the dynamics and future of business in

Asia…I first started my business in trading, bringing products from South Korea to

China and later I opened a dumpling restaurant in South Korea bringing unique

Chinese products to South Korea…this friend of mine helped me a lot…he also gave

me the idea that I should open a coffee shop rather than a tea shop in China as the

future generations in China will be heavily influenced by Western culture and habits

and coffee houses will be more popular…I followed his advice and my coffee house is

one of my most successful businesses now…I now have several businesses in different

areas such as coffee houses, restaurants, advertisement, etc. I didn't have a particular

plan to open these businesses each time when I entered a new field…I had to develop

a crucial connection in this field first and then follow the next step like having this

influential person as my friend first before I did all the trading business between

South Korea and China…” (interviewee QR)

An awareness of the continuing need to understand the context and leverage the

benefits available is verified by the efforts that entrepreneurs make to develop govern-

ment relationships. As evidenced in most of the interviews, they all mentioned that

enormous time and effort were dedicated to managing relationships with local govern-

ment officials. “If a regulator wants you to do something then you go along with it and

in return you hope to get something in return, something that you want” (interviewee

KS). For example, “investing in agriculture which is a priority for the Government, you

need to follow what they want…I talked to the government of Tianjin and they gave

me permission and resources to start an experimental manufacturing base there” (inter-

viewee WL). Further evidence of this priority is the efforts of WL made in Beijing and

Shanghai where there is a priority to build a better relationship with government. He

lobbied his business idea to the government. Entrepreneurs in all the interviews indi-

cated they considered it was of key importance for their businesses to be confident of

the local government as local governments give them an edge in providing sound ad-

vice and easy access to markets. Most entrepreneurs indicated this strategy was played

mostly “at a dinner” or “playing golf with government officials”.

Knowledge is a vital driver of firm growth (Pitelis & Verbeke, 2007). Another entre-

preneurial strategy stressed by these entrepreneurs in this study is that one of the key

strategies for their success is being there, being ready and having no preconceived con-

ception of how things may evolve. It is for this reason that interviewees stressed that

the competitive edge for their business is great connectivity and local knowledge. Such

contextual knowledge is tacit, embedded in skills, know-how, and awareness of the

local environment, and is relatively difficult to transfer (Kogut & Zander, 1993; Teece,

1977), which may become one of the firm’s competitive advantages. Quite a few entrepre-

neurs actually started and developed businesses in that they brought their business mod-

els—which had been successful in developed countries or big cities—to the local regions.

“This B to C financial club has run in 13 countries, such as the UK, Ireland,

Australia, these developed countries, we just got the license from the headquarters to

run it in China last year and so far it has been successful…you know Chinese have
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our own unique culture and consumption habits so we have made quite a few

adaptions in the financial products to make it work here.” (interviewee YT)

“I grew up here and did all my studies here so I know what local young people need…

I think the familiarity with customers and my local network and knowledge helped

my business a great deal.” (interviewee CQ)

A similar philosophy is evident in quite a few interviewees’ statements like “the most

successful product is relationship development and tailoring to customer needs”.

Hamilton (2003) identified the success of Asian marketing strategy as a pull approach.
“Approaching a customer first is best then you are giving respect to the clients. Go

looking for clients and clients look for us. So go to clients to do a pitch that we can do

what you need... Listening to clients and trying to match the products with the

situation.” (interviewee YT)
This confirms the point made earlier that a Chinese strategist “is careful not to impose

upon the course of events any notion of his own of how things ought to be, since it is

from the very evolution of the situation, which follows the course that it is bound to take,

he intends to profit” (Jullien, 1999, p. 22). Consistent with Yu and Tse’s (2012) suggestions

for Chinese entrepreneurship, i.e., “right time, right place, and right people”, findings in

this research also show that choosing a favorable location by evaluating the situations and

developing positive relationships with customers, business partners and their own staff

members are crucial to entrepreneurs in order to “get things done”.

These entrepreneurial practices are aligned with the strategic thinking encouraged

in Chinese philosophy to learn from the context and to apply that learning to the

situation in order to more effectively engage in that local context, thus leveraging the

learning and integrating the organization more fully into the local context. Building

relationships is key to success (Langenberg, 2007; Fock and Woo, 2003; Tsang, 1998);

without relationships, it is impossible to understand local conditions and hence the

opportunities that are there. The complexity is resolved in absorbing self in the con-

text and relationships.

Hall and Ames put forward a cognitive model and social pattern for Chinese culture

(in contrast to a Western one): the underlying logic of Chinese philosophy follows a

pattern of aesthetic order, “a consequence of the contribution to a given context of a

particular aspect, element, or event that both determines and is determined by the context”

(1987, p. 16), characterized by the “primacy of the concrete particular and by its focus on

uniqueness, relatedness and coordination” (1987, p. 131). A holistic view is suggested and

implicated in Chinese philosophy and therefore context/situation should be understood in

the way that all the contingent elements associated with an event (such as social and

cultural capital, social structure, relationship, etc.) should be taken into account.

The empirical findings support the proposition that:
Proposition 2 Context/Situation is an entrepreneurial strategic approach for

complexity absorption.
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Efficacy

Efficacy is differently understood in different strategic approaches. In a complexity ab-

sorption approach, efficacy is realized by successfully recognizing and exploiting the

possibilities implicit in a particular situation. In complexity reduction strategic ap-

proaches, efficacy is the result of an action in order to coerce or modify things or

events to bring about the desired result.

All the interviewees comment that the regulatory environment is totally different be-

cause of different governing bodies; it is a matter of adapting to different environments.

In China, in contrast to state-owned enterprises (SOEs), entrepreneurial firms lack ei-

ther the natural relationships with the government and resource support (Peng, Tan, &

Tong, 2004) or the preferential policies of foreign companies (He & Tian, 2008).

The successful establishment of good relationships with local government certainly

constitutes the key social capital for entrepreneurial firms. Networks and social

capital represent a critical asset for entrepreneurial firms (Coviello, 2006) and can

be also seen as the actual and potential resources embedded within and available

to the firms (Nahapiet & Ghoshal, 1998) to build up its competitive advantages.

“Because you can’t change the environment you have to change yourself.” (interviewee GH)

“We are very good at setting up systems, making sure that we are compliant.”

(interviewee XH)

In addition, all the interviewees indicated that making more rules is not the only solution

to the compliance regulations that exist in their organizations as that will lead to more

problems; therefore, they are trying to focus on getting each employee to recognize that if

they know the values of courageous integrity and apply them in what they do then they will

be following the rules. Context-specific market knowledge is experiential and tacit (Eriksson

et al., 1997); and part of the process of generating context-neutral knowledge “involves the

establishment of procedures to transform this experiential, tacit knowledge into objective

and explicit knowledge” (Prashantham & Young, 2011, p. 284). The strategic idea is to drive

responsibility down as much as possible by appealing to corporate values and this explicit

knowledge. This strategy makes firms operate with effortless efficacy.

“I don’t like rules but everyone has to play the game according to the rules in the

market. So do I. However, my leadership approach is to make implicit rules first and

see if my employees are happy to follow or not. If these rules are also what they think

will help the organization and help to work things out more efficiently, they are happy

to follow. Then I will make these implicit rules become organization policy. If they

don’t like these rules, I can see the resistance from their behaviors so I will either

adjust them or abandon them. I won’t impose rules on my employees. I’m concerned

that reinforcement of the rules they don’t like will kill their entrepreneurial spirit,

which is the core of my organization.” (interviewee JR)

“It’s no longer about I command you follow; it is more a matter of you doing what you

need to do. Don’t want to defer, defer, defer up through the organization. Instead

cultivate a sense of self-responsibility and integrity.” (interviewee ZS)
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In China, strategy is not what you are going to do but what you are not going to do.

“If you have a strategy then there is a tendency to focus on that to the detriment of

possible alternatives” (interviewee WL). For entrepreneurial organizations, it is not

about best strategic practice; it is about best local strategic practice. In the informal dis-

cussions with employees in these entrepreneurial organizations, comments were often

made, such as “Our decision-maker (the boss) is open to look to where the growth is

and move to adapt”, and “In our organization, decision-making is top down and execu-

tion is bottom up”. Therefore, entrepreneurial strategy filters both ways.

“There is a trend. We cannot tell the time it will take or when it will happen but the

trend is there. If we were to take the Korean or Japanese way of Tai Kwon Do then

you kill others with one hit. Whereas the Chinese want to kill in the Tai Chi way. It

takes (with a laugh) four and a half years. This is how we play. It’s never that we can

tell when things are going to happen, no one knows. One thing is sure that if we say

that we are going to do something, then that will happen.” (interviewee WX)

“It takes time to know the game… When I first set up my business in this industry, I

knew little about it. I thought I am going to earn the profit by planning everything

ahead, i.e., studying the market and reading a book on management… but the reality

is more complicated than what you can plan… However after being in this industry

for a while, I eventually learnt how things work…I now do my business without

making so much effort….” (interviewee LL)

The key objective of Chinese thought is to avoid confrontation, through efficacy. As stated

in The Art of War, the ability to make opportune use of the propensity of things means that

is possible to avoid confrontation. The goal is to intervene in the flow of events upstream

where the favorable potentials are identified before they are fully developed. When the “ac-

cumulated potential” is deemed to be appropriate then success is assured and the adversary

is already defeated. In China, efficacy is achieved by complexity absorption, in contrast to

complexity reduction which is through direct action.

As noted earlier such sentiments are founded on an appreciation of the fact that in

every situation “we could try to detect the factors whose configuration is favorable to the

task at hand; instead of setting up a goal for our actions, we could allow ourselves to be

carried along by the propensity of things. In short, instead of imposing our plan upon the

world, we could rely on the potential inherent in the situation” (Jullien, 1999, p. 16). As a

consequence of the focus on process, entrepreneurial firms experientially acquire context-

specific knowledge with regards to competitors, customers, and institutions concerning

cultural, institutional, and business norms. Complexity could be resolved in absorbing all

the configurations imposed by all the factors through effortless efficacy.

Proposition 3 Efficacy is an entrepreneurial strategic approach for complexity

absorption.
Theoretical contributions

The paper contributes to both entrepreneurial strategy literature and complexity litera-

ture in the following ways: First, complexity theory offer an insightful perspective to
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study organizational responses to the complex environment (e.g., Ashmos et al., 1996;

Ashmos et al., 2000; Boisot and Child, 1999; Brown and Eisenhardt, 1997; McDaniel,

1997; Stacey, 1995; Wheatley, 1992; Walters and Bhuian, 2004). Complexity reduction

and complexity absorption approaches provide a pair of concepts that allow us to re-

think the relationship between different information/management control approaches.

They also provide insight into the underlying assumptions that shape strategic thinking

when considering strategy from a substantive or processual perspective. However, this

theory has not been widely adopted in complexity literature and also the application of

this theory has been limited within the information control area. Therefore, this study

contributes to extending this theory to the entrepreneurial strategy realm and empiric-

ally examining this theory as a strategic approach in real life case studies.

Second, this paper contributes to developing a new theoretical framework for proces-

sual entrepreneurial strategic approaches by bringing the complexity absorption con-

cept into strategy literature. By doing so, the value of knowing what works in practice

is not only to identify successful actions, but it is as well to better understand how

things work. This is based on the assumption that if beliefs are aligned with a clear un-

derstanding of what works then practice which is directed by our beliefs will become

naturally aligned with the reality of the world around us. An ontological understanding

of complexity theory is further developed within a unique context which sees this as

normative in both philosophy and entrepreneurial strategic practice. The way that the

concept of complexity absorption is developed here and paired with the processual ap-

proach favored by a complexity perspective contributes to an understanding that entails

providing solutions to issues in complex business environments.

Third, this paper provides an outline of complexity absorption and processual stra-

tegic approaches in case studies that analyze entrepreneurial strategic thinking and

practice in the Chinese context drawing on complexity theory and the processual Chin-

ese philosophy. The arguments are further supported by empirical case studies of 30

entrepreneurial organizations, illustrating how timing and action, context/situation and

efficacy are three key areas of practice in which complexity absorption helps an

organization to develop entrepreneurial strategies in order to cope with complexity.
Practical implications

To summarize the strategy found expressed in the ideas and practices of entrepreneurial

organizations this study returns to an account of entrepreneurial strategic practice from a

close reading of Chinese philosophy. The philosophy contended guides entrepreneurial

strategy in entrepreneurial organizations in China. The interviewees’ description of their

entrepreneurial strategic direction and the implementation of policies and adjustment of

practices to achieve them fits in entirely with the processual approach discussed both in

the section on entrepreneurial strategy as process and again in the section of theories of

effective practice in the discussion of Chinese strategic thought.

This study is an investigation of the processes by which entrepreneurial organizations

have achieved their pre-eminent positions in their respective markets. For the reason

noted earlier this perspective informs entrepreneurial strategic practice in these entre-

preneurial organizations. Thus, this research is not only useful for an investigator of

strategy to comprehend but it is also essential if we are to understand entrepreneurial
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strategy as it is practiced in China. This research finding also has practical applications

for foreign entrepreneurs who are planning to operate or are already operating in the

Chinese market as it sheds light on what it is that the Chinese firms are doing in terms

of strategy thus enabling foreign entrepreneurs to be better equipped to compete

successfully in the Chinese market. In addition, the findings suggest that with the going

out policy of Chinese entrepreneurs competing in markets around the world this study

provides some insights into the entrepreneurial strategies of these overseas Chinese

enterprises.
Limitations

This research makes an initial contribution to providing an ontological understanding

of complexity absorption entrepreneurial strategies by adopting Chinese philosophical

perspective. The findings contribute to developing the “rigor” dimension of entrepre-

neurship in China as suggested by Zhang, Yi and Su (2012). However the study is lim-

ited in the development of dimension of “relevance” in the fact that all the case studies

are conducted in the Chinese context. Although the Chinese context is ideal for the

study of complexity due to its dynamic market, dramatic development in a short time,

complicated historical and political situation, and ethnic and geographical diversity, fur-

ther development of the theoretical foundation laid out in this paper requires empirical

studies in both developed and developing economies.

Another limitation of this research is the method. Rather than using a multi-level re-

search method that studies different levels within organizations, this research focuses

on the top level in entrepreneurial organizations, i.e., entrepreneurs. Although in-depth

interviews (approximately one hour each on average) with all the entrepreneurs pro-

vided sufficient data and understanding their strategies and primary data from the in-

terviews was triangulated by the data from observations and informal discussions,

further research could conduct a multi-level study to include formal interviews with

middle level managers and employees for their opinions of strategies to validate these

research findings.
Conclusions
Drawing upon the complexity theory of complexity absorption and Chinese processual

philosophy, this paper proposes a new theoretical model of processual entrepreneurial

strategic approaches. The empirical findings from the study of Chinese entrepreneurial

organizations support the notion that timing, context and efficacy as key elements in a

complexity absorption approach are strongly evidenced in entrepreneurial strategic

practices, which contribute to the success of their businesses in the Chinese market.

The paper has both theoretical and practical importance. Theoretically, the paper ex-

tends the scope of the literature of entrepreneurial strategy by developing a new model

of entrepreneurial strategic approaches with a processual perspective through building

up its link to complexity theory and processual philosophy. Practically, the insight

gained from this research contributes to enhancing the understanding of entrepreneur-

ial strategic approaches in a complex market like China and helps businesses prepare

their mindsets and strategies when they enter or engage in such markets.
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