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11Abstract The 1997/1998 Asian economic crisis has fundamentally reshaped the
12economic organization of ethnic Chinese business in Southeast Asia. In this paper, I
13outline some of the most significant contextual changes that impinge on Southeast
14Asian ethnic Chinese business in recent years, in particular the changing political-
15economic alliances in Southeast Asia, the interpenetration of globalization
16processes and the rise of mainland China as a significant player in the global
17economy. I argue that these changes have led to a more globalizing orientation of
18ethnic Chinese business in Southeast Asia. In making this case for globalizing ethnic
19Chinese business in Southeast Asia, I am concurrently aware of the continual
20existence and discursive reconstitution of some distinctive elements of ethnic
21Chinese capitalism. This continuity in ethnic Chinese capitalism points to its
22growing hybridization–a transformative process in which traditional and new
23elements are continuously morphed and recombined into something that resembles
24neither ethnic Chinese capitalism as we knew it nor global capitalism. Instead, a
25hybrid form of ethnic Chinese capitalism emerges as a distinctive feature in today"s
26Southeast Asian business landscape.

27Keywords Ethnic Chinese business . Southeast Asia . Business networks . Capitalism

29Introduction

30In 2005, tens of millions of ethnic Chinese people in Southeast Asia are engaging in
31a distinctive form of business and economic organization through which an informal
32array of Chinese entrepreneurs, traders, financiers and their closely–knit networks
33of family members and friends constitutes the economic foundation of their home
34economies. This form of business and economic organization has evolved in and
35adapted to dramatically different institutional contexts and political–economic
36conditions in Southeast Asia. The dynamic evolutionary trajectory of this ethnic-
37centric mode of economic organization provides a highly relevant context for
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38contributing to the emerging institutional theory of business organizations (Carney,
392005; DiMaggio, 2001; Peng, 2003; Peng, Lee, & Wang, 2005) and comparative
40capitalisms (Hall & Soskice, 2001; Redding, 2005; Whitley, 1999).
41In this paper, I use the term Southeast Asian ethnic Chinese capitalism as a
42heuristic device to describe this historically and geographically specific form of
43business and economic organization among ethnic Chinese living in Southeast Asia
44(i.e., Singapore, Indonesia, Malaysia, the Philippines, Thailand and Vietnam).1

45Ethnic Chinese capitalism has been a dominant mode of capitalism in Southeast
46Asia because of not only its business significance in domestic economies, but also its
47complex and, yet, intricate social organization and authority systems. To date, a
48large body of empirical literature has shed light on the social and economic
49dimensions of ethnic Chinese capitalism (see Brown, 1994; Gambe, 2000; Gomez &
50Hsiao, 2001; Hamilton, 2005; Hodder, 1996; Jomo & Folk, 2003; McVey, 1992; Orrù,
51Biggart, & Hamilton, 1997).
52While ethnic Chinese capitalism in Southeast Asia had experienced steady
53growth and development up to the late 1980s, its socio-economic organization
54remained fairly stable and enduring. By the 1990s, the emerging contexts of
55accelerated globalization and the rise of mainland China had impinged quite
56significantly on this ethnic-centric form of business and economic organization. In
57particular, the 1997/1998 Asian economic crisis has fundamentally reshaped the
58institutional context in which this form of capitalism thrives.
59In Fig. 1 (outer boxes), I outline some of the most significant contextual changes
60that facilitate the reconfiguration of Southeast Asian ethnic Chinese capitalism in
61recent years–the changing political-economic alliances in Southeast Asia, the
62interpenetration of globalization processes, and the rise of mainland China as a
63significant player in the global economy. I argue that these changes have led to a
64more globalizing orientation of the ethnic Chinese business community in Southeast
65Asia. In making this case for globalizing ethnic Chinese capitalism, I am cognizant
66of the continual existence of some historically distinctive elements of traditional
67ethnic Chinese capitalism. In the inner boxes of Fig. 1, this coexistence of both
68change and continuity in ethnic Chinese capitalism points to its growing
69hybridization–a transformative organizational process in which traditional and new
70elements are continuously morphed and recombined into something that resembles
71neither traditional ethnic Chinese business practices as we knew it nor the alleged
72universal convergence towards global capitalism as most ultra-globalists would like
73it (e.g., Friedman, 1999; 2005; Ohmae, 1990). Similar to corporate development in
74transitional economies (Nee, 1992; Peng & Heath, 1996; Stark, 1996; Stark & Bruszt,

1 The term Boverseas Chinese’’ may be contentious to some scholars of ethnic Chinese who are
living outside mainland China. The term is related to the Chinese term huaqiao (Chinese national
abroad) that has been sharply criticised in Southeast Asia for its implications that Chinese born
abroad with status as a citizen in another nation are still Chinese in essence. Huaren (ethnic
Chinese) has become more politically acceptable. In English, overseas Chinese is usually used to
include huaqiao, huaren, and residents of Taiwan, Hong Kong and Macau (tong bao) who are
considered to be compatriots living in parts of the territory of China temporarily outside mainland
Chinese control. See Bolt (2000); Ma and Cartier (2003), and Wang (1991; 2000) for the origin and
status of ethnic Chinese living outside mainland China. Throughout this paper, I will refer to Bethnic
Chinese’’ or to specific groups (e.g., Singaporean entrepreneurs) rather than Boverseas Chinese’’ in
my discussions of change and continuity in Chinese capitalism. But references to the literature
sometimes require the term Boverseas Chinese’’ to be clear. In such cases, I will use inverted
commas to illustrate my discomfort with the term.
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752001), a hybrid form of ethnic Chinese capitalism emerges as a distinctive feature in
76the business landscapes of Southeast Asia today (Yeung, 2000a; 2004). My argument
77for hybridization further supports recent work on the changing dynamics of Asian
78business systems under globalization processes. For example, Carney (2005: 342)
79argues that B[Asian] firms" and their networks will rarely ever simply reflect a
80globally convergent or locally variant institutional context. Rather, institutional
81contexts sill contain some blend of elements that have global and local origins’’.
82In making this strong case for Southeast Asian ethnic Chinese business
83organization as a form of hybrid capitalism, I organize this paper into three major
84sections. While I have elsewhere published detailed empirical data analyses and case
85studies on ethnic Chinese capitalism (Yeung, 2004), this paper serves as an avenue
86to bring together some broad threads in the vast field of ethnic Chinese business
87studies, for critical discussion and engagement (see also Peng, Lu, Shenkar, &
88Wang, 2001b; Yeung & Olds, 2000a). In this sense, I intend the paper to be neither
89purely theoretical nor empirical in its focus.
90In the next section, I outline some of the most significant contexts for change and
91transformation in Southeast Asian ethnic Chinese capitalism, in particular the re-
92gionalization and internationalization of Southeast Asian Chinese capital and the
93rise of China as an important destination for this ethnic Chinese capital. In the
94second section, I consider some of the broad changes occurring in Southeast Asian
95ethnic Chinese capitalism that deserve special analytical attention in management
96and organization research. These changes tend to reshape the socio-economic
97organization of ethnic Chinese family firms, their business networks, and their
98reliance on political-economic alliances. Apart from these recent changes, I consider
99in the third section how some of the historically distinctive features of ethnic
100Chinese capitalism in Southeast Asia either remain fairly stable or are strategically
101reconstructed to constitute a new form of ethnic Chinese capitalism. In the
102concluding section, I offer some tentative evaluations of the future of research on
103ethnic Chinese capitalism in a global era.

104Globalizing Southeast Asian Ethnic Chinese Business: Context for Change

105The relatively recent phenomenon of Southeast Asian Chinese businesspeople going
106international and, in some specific cases, going global, is arguably nothing very new
107(Gomez & Hsiao, 2004; Yeung & Olds, 2000b). After all, many first-generation
108ethnic Chinese entrepreneurs are themselves diaspora immigrants or, in the words
109of Wong (1988), Bemigrant entrepreneurs’’ from mainland China before the
110communist takeover in 1949. These emigrant entrepreneurs are therefore products
111of internationalization (not globalization) as they left mainland China in search of
112better livelihood elsewhere. As indicated in Fig. 1, these ethnic Chinese carried with
113them imprinting effects of values, beliefs and attitudes developed for centuries in
114China and diffused these culturally specific effects into then host Southeast Asian
115economies. What is particularly important in the recent phenomenon of globaliza-
116tion is that ethnic Chinese capitalists from Southeast Asia bring with them not just
117financial capital and business knowledge when they go global. More crucially, they
118also carry with them distinctive traits of social and economic organization that
119have been consolidated and enduring through several decades of evolutionary
120growth and development in their home countries in Southeast Asia. These

H. W. Yeung
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121distinctive traits are summarized in the box on traditional ethnic Chinese capitalism
122in Fig. 1.
123Many management scholars of ethnic Chinese business have subscribed to the
124role of culture in explaining these business and management practices (e.g.,
125Backman, 1999; Chen, 1995; Chen, 2001; Haley, Tan, & Haley, 1998; Redding,
1261990; 2005; Whitley, 1992; 1999). To these scholars, the distinctive traits in Chinese
127culture have been considered as essentialized ingredients and the Bspirit’’ of the so-
128called ethnic Chinese business system, e.g., the role of family in highly centralized
129business organization and the role of guanxi and ethnicity in defining the
130constitution of business networks (see Chen & Chen, 2004; Luo & Chen, 1997;
131Park & Luo, 2001; Wu & Choi, 2004; Yeung & Tung, 1996; Zang, 1999). Empirical
132research in management and organization studies has shown that these cultural
133traits have led to all kinds of business and management implications that range from
134inherent limits to the growth of ethnic Chinese family firms (Ahlstrom, Young,
135Chan, & Bruton, 2004; Carney, 1998; Davies & Ma, 2003) to emerging organiza-
136tional problems in terms of rigidity in capital allocation (Carney & Gedajlovic,
1372002a; cf. Yeung, 2003) and path dependency (Bruton, Ahlstrom, & Wan, 2003;
138Carney & Gedajlovic, 2002b; 2003; Hall & Xu, 1990). As indicated by the dotted
139line box in Fig. 1, however, most of these studies have focused on ethnic Chinese
140family/business firms in their domestic contexts. Some of them are also fairly static
141in their analytical terms of reference, assuming the inherent role of culture in
142determining ethnic Chinese business organization. It remains unclear how the
143internationalization of these ethnic Chinese business firms might impact on their
144management and organizational practices.
145Table 1 offers a brief overview of some of the most powerful ethnic Chinese
146business groups from Southeast Asia. Some of their family-controlled transnational
147corporations (TNCs) are ranked among the top 50 TNCs from developing countries
148in 2005. When these Southeast Asian Chinese businesspeople enter into both new
149markets in Asia and beyond (e.g., North America and Western Europe), they
150necessarily encounter very different institutional environments that prompt them to
151adapt and change in order to succeed in the host markets. This process of adaptation
152and change might not seem to be too different from the earlier historical period
153when these ethnic Chinese had arrived at Southeast Asia from the then mainland
154China. What strikes me though is how this latest round of business adaptation and
155organizational change has a rather rapid Bfeedback’’ mechanism such that these
156Southeast Asian Chinese capitalists are increasingly internalizing these new
157experiences and practices gathered through their international operations and
158bringing them back to their home countries in Southeast Asia. Through this iterative
159process of Southeast Asian Chinese adapting to new foreign markets and
160internalizing such new practices, the distinctive elements of their social organization
161of economic activities in their home countries in Southeast Asia also experience
162change and transformation. Couched in such terms, these Southeast Asian ethnic
163Chinese are both an embodiment of internationalization and an agent of
164management and organizational change in their home countries. They are both
165products of institutional changes and key agents in effecting these changes in their
166home countries (see also Peng, 2003).
167What then are the changing contexts that prompt these Southeast Asian ethnic
168Chinese capitalists to go global in their business operations (see Table 1)? In Fig. 1,
169I consider two important recent phenomena in shaping the regionalization and

Change and Continuity in Southeast Asian Ethnic Chinese Business
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170globalization of ethnic Chinese business from Southeast Asia: (1) the changing
171domestic political-economic context in the aftermath of the 1997/1998 Asian
172economic crisis and (2) the continual growth of mainland China as a major
173economic powerhouse in the global economy. My focus on these two recent
174phenomena does not imply that changing contexts prior to the mid-1990s are not
175important, e.g., increasing saturation of domestic markets, continual hostility and
176discrimination in some Southeast Asian countries, and growing competition from
177local and foreign firms in their home markets (see Carney, 2005; Carney &
178Gedajlovic, 2002b; Yeung, 1999a, 1999b). Instead, post-crisis Southeast Asia has
179witnessed significant institutional changes in terms of rising marketization,
180deregulation, and liberalization in various sectors of the economies that threaten

t1.1Table 1 Major ethnic chinese and their transnational corporations from Southeast Asia

Company/group

name

Major

shareholder

(ethnic Chinese)

Country

of origin

Major worldwide

operations (geographic

scope)

WIR

ranking

in 20031 t1.2

Hong Leong Group Kwek Leng Singapore Millennium &

Copthorne Hotels

15 t1.3

Beng Singapore (worldwide) – t1.4
Goodwood Park

Group

Khoo Teck Singapore Goodwood Park Hotel Group – t1.5
Puat Singapore (Asia) 39 t1.6

Far East Organization Ng Teng Sino Land, Hong Kong (Asia) t1.7

Fong Asia Pacific Brewery (Asia) t1.8

Fraser and Neave Lee Foundation t1.9

Sina Mas Group Oei Widjaja Indonesia Asia Pulp and Paper (Asia) – t1.10
Asia Food, Singapore (Asia) 21 t1.11

Salim Group Liem Sioe Indonesia First Pacific Group, Hong Kong 34 t1.12
Lippo Group Liong Indonesia (Asia and Europe) – t1.13

Mochtar Riady Lippo Banks (worldwide) t1.14

Kerry Group Robert Kuok Malaysia Shangri-la Hotels, Hong Kong 16 t1.15
Asia – t1.16

YTL Group Francis Yeoh Malaysia TVB, Hong Kong (Asia and

North America)

24 t1.17

Hong Leong Group Quek Leng Malaysia YTL Construction

(Asia and the UK)

– t1.18

Chan Malaysia – t1.19
Amstel Group William Malaysia Guoco, Hong Kong

(worldwide)

– t1.20

Berjaya Group Cheng Hume Industries

(worldwide)

t1.21

Vincent Tan Amstel (worldwide) t1.22

Berjaya Group

(worldwide)

t1.23

Charoen Dhanin Thailand CP Pokphand

(Asia and the US)

– t1.24

Pokphand Group Chearavanont Telecom Asia (Asia) – t1.25
Fortune Tobacco Lucio Tan Philippines Eton Properties (HK) – t1.26

t1.271 By Foreign Assets Among the Top 50 TNCs from Developing Economies, Source: UNCTAD
(2005), World Investment Report 2005, Annex Table A.I.10.

H. W. Yeung
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181the cosy monopolistic positions enjoyed by many leading ethnic Chinese capitalists.
182This growing domestic Bthreat’’ continues to prompt the internationalization and
183globalization of Southeast Asian ethnic Chinese capital, an ongoing process that
184finds its historical origins as early as in the late 1960s and the early 1970s (Chan &
185Chiang, 1994; Chan & McElderry, 1998).
186In many ways, the Asian economic crisis has shifted our attention away from the
187Asian Bmiracle’’ to the structural weaknesses of many Asian economies. Insofar as
188ethnic Chinese business in Southeast Asia is concerned, one of the most significant
189transformative forces comes from the gradual dissipation of what Yoshihara (1988)
190called Bersatz capitalism’’; a term that refers to the rent-seeking behaviour of
191Southeast Asian Chinese capitalists through political-economic alliances with
192dominant ruling elites (see also Gomez, 1999; Jesudason, 1989). Structural
193transformations in the political economy of Southeast Asian countries are likely to
194increase competition and promote rule-based market behaviour within and between
195ethnic Chinese and non-Chinese business communities (Hewison, 2004; Menkhoff &
196Sikorski, 2002; Yeung, 2000b). Several concurrent movements in the aftermath of
197the crisis have heralded the imminent demise or at least significant transformations
198of Bersatz capitalism’’ in Southeast Asia (see Fig. 1). In particular, social movements
199towards greater democratic participation by the people in the political process and a
200relatively more transparent governance system have been organized in Indonesia
201and Malaysia. These social and political movements have raised the political
202awareness of people in Southeast Asia in their quest for political and economic
203reforms required for these countries to reap the full benefits of political change and
204economic development. These movements have also challenged the long existence
205of Bersatz capitalism’’ and called for the demolition of unjust monopolies and special
206privileges held by certain ethnic Chinese and indigenous people.
207This brings us to another type of movement that is primarily concerned with
208economic reforms in post-crisis Southeast Asia countries (see Low, 2001). These
209reform movements have important ramifications for Chinese businesspeople
210because of the loss of monopolistic positions and the collapse of political-economic
211alliances; two pre-crisis strategies aggressively pursued by ethnic Chinese in the
212business realm of Southeast Asia. As a direct consequence of the Asian economic
213crisis, the structural reforms imposed by the International Monetary Fund (IMF) on
214Indonesia and Thailand have led to the loss of many monopolistic positions long
215held by ethnic Chinese elites, particularly in the financial sector (Hamilton-Hart,
2162002) and the large corporate sector (Peng, Au, & Wang, 2001a). Hewison"s (2004:
217251) recent study has also confirmed that a new business model in Thailand, while
218still emerging, will exhibit quite different features than the pre-crisis era: (1) a more
219significant role of foreign capital in the Thai economy; (2) an export-orientation and
220internationalization as the key features of the business operations of most powerful
221Thai capitalists—ethnic Chinese or not and (3) an increasingly rules-based
222relationship between these capitalists and the Thai state.
223While the post-crisis Southeast Asia regional economy has been turned into a
224more competitive marketplace for ethnic Chinese capitalists, the rise of mainland
225China as a major economic powerhouse in the global economy represents an
226important challenge and opportunity for the continual international expansion of
227Southeast Asian ethnic Chinese capitalism. On the one hand, the emergence of
228mainland China as the world"s largest recipient of foreign direct investment (FDI) in
2292002 has possibly diverted some of the foreign investment flows that might

Change and Continuity in Southeast Asian Ethnic Chinese Business
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230otherwise have gone to Southeast Asia (Wu & Puah, 2002). Although Table 2 shows
231that mainland China"s inward FDI performance index over the periods 1988–1990
232and 1998–2000 remains fairly stable at, respectively, 53rd and 59th in rankings, it is
233clear that all five Southeast Asian countries (Singapore, Malaysia, Thailand, the
234Philippines and Indonesia) have experienced deteriorating inward FDI performance
235indexes and relative rankings during the same period. Moreover, the relative shares
236of FDI in GDP in all five Southeast Asian countries between 1988–1990 and 1998–
2372000 have decreased quite significantly, a reflection of both the rapid GDP growth
238of some countries (e.g., from 12.7 to 2.2% for Singapore) and the dramatic net
239decline in inward FDI (e.g., from 0.8 to j0.7% for Indonesia). Mainland China, on
240the contrary, has experienced an increasing share of FDI in GDP from 1% during
241the 1988–1990 period to 1.3% during the 1998–2000 period. This increase in relative
242share occurs in spite of its dramatic economic growth during the 1990s, underscoring
243the concurrent rapid influx of FDI during the same period.
244This emerging diversion effect of mainland China as a major destination for
245worldwide FDI has posed two significant challenges for Southeast Asian economies.
246First, the post-crisis recovery of Southeast Asian region is likely to be relatively slow
247and modest. During the 1999–2003 period, the real GDP growth rates of most
248Southeast Asian countries remained fairly modest when compared to the pre-crisis
2491991–1996 period. To a certain extent, the economic Bmiracle’’ in the region prior to
250the 1997 crisis was facilitated by the rapid influx of FDI into Southeast Asia during
251the 1980s and the 1990s (see Dobson & Siow Yue, 1997; Giroud, 2003; Lim & Fong,
2521991).
253FDI and technology transfer from Japan was particularly important in Southeast
254Asia, in view of the extensive presence of Japanese regional production networks in
255the region (Edgington & Hayter, 2000; Encarnation, 1999; Hatch, 2000; Hatch &
256Yamamura, 1996; Pongpaichit, 1990). The collaborative supplier relationships
257between ethnic Chinese manufacturers and Japanese firms in Southeast Asia were
258highly conducive to the development of Southeast Asian ethnic Chinese capitalism
259(Deyo & Doner, 2000; Machado, 1997). While the diversion trend is not entirely
260clear yet, it is conceivable that new waves of FDI from Japan and other OECD
261countries will be more oriented towards penetrating the mainland China market and
262developing a major manufacturing base in mainland China. This in turn presents a
263significant challenge to the continual survival of ethnic Chinese manufacturers in
264Southeast Asia who tend, in turn, to initiate defensive internationalization into
265mainland China to secure their existing customer base and to develop new market
266opportunities. My personal interviews with top executives from over 20 leading
267Taiwanese manufacturers in the IT industry point to the same phenomenon that
268Southeast Asian ethnic Chinese suppliers are likely to lose their contracts if they do
269not follow their Taiwanese customers to invest in mainland China. For example,
270Taiwan"s Delta Electronics, one of the world"s largest switching power supply
271manufacturers, finds it increasingly difficult to maintain its manufacturing base in
272Thailand and Singapore as its principal customers (mostly PC-related firms) are
273moving to China (My interview with President, Delta Electronics, in Taipei, 24 June
2742005). Its Southeast Asian suppliers are likely to have to follow suit in order to
275secure their supplier contracts with Delta.
276Second, the post-crisis diversion of FDI into mainland China and its rapid export-
277oriented industrialization also imply that ethnic Chinese firms in Southeast Asia will
278increasingly face formidable competition from mainland China’s exports of
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279manufactured goods.2 This competition can present itself in two significant forms.
280Ethnic Chinese firms in Southeast Asia will experience a growing influx of
281manufactured goods from mainland China into their home turfs in Southeast Asia.
282While foreign competition is not necessarily new to Southeast Asian economies, this
283influx of cheaper imports from China can erode the steady profits long enjoyed by
284these ethnic Chinese manufacturers via the monopolistic positions and cost
285advantages in their home countries. This competitive problem is less significant
286than the competition from mainland China in the exports market because of the
287latter’s success in competition on the basis of price. Apart from those domestically
288oriented manufacturers, many ethnic Chinese-owned and controlled manufacturing
289firms in Southeast Asia are involved in regional production networks that export
290mainly to North America and, to a certain extent, Western Europe (e.g., Borrus,
291Ernst, & Haggard, 2000; Yeung, 2001). The growing competition from foreign- and
292domestic-owned manufacturers in mainland China can squeeze out a significant
293number of these Southeast Asian firms that are involved in relatively labour-
294intensive and low-tech production of manufactured goods. Even in the categories of
295high-tech and value-added manufactured products such as hard disk drives,
296Southeast Asian suppliers are facing strong competition from mainland China
297(McKendrick, Doner, Haggard, 2000).
298On the other hand, the rapid economic growth of mainland China represents a
299much welcomed opportunity to those ethnic Chinese firms from Southeast Asia that
300are well positioned and plugged into major global production networks (Borrus et
301al., 2000; Fruin, 1998; Henderson, Dicken, Hess, Coe, & Yeung, 2002; McKendrick
302et al., 2000). Their favourable articulation into global production networks can be
303explained by the early internationalization of these ethnic Chinese firms prior to the
304mid-1990s such that they have already gained substantial operating experience and
305firm-specific knowledge in manufacturing for major brand-name producers in a
306variety of industries, e.g., consumer electronics and personal computers. The rise of
307mainland China thus presents a golden market opportunity for these ethnic Chinese
308capitalists from Southeast Asia to follow their lead-firm customers who have
309increasingly established and grounded their global production networks in mainland
310China. Some of the ethnic Chinese-owned and controlled transnational corporation
311(TNCs) from Malaysia and Singapore in Table 1 have been quite successfully
312internationalizing their operations to tap into business opportunities associated with
313selected global production networks (e.g., Hume Industries from Malaysia and
314Wearnes Electronics from Singapore). In some cases (e.g., Creative Technology),
315ethnic Chinese manufacturers from Southeast Asia have grown and/or leapfrogged
316from original equipment manufacturers (OEM) to original brand manufacturers
317(OBM) and original design manufacturers (ODM). The emergence of mainland
318China as a major market relatively unexploited by leading global firms has exerted a
319very attractive centrifugal force to induce these ethnic Chinese firms to establish
320their operations in mainland China. This centrifugal force has already operated very
321well on large manufacturing firms from Hong Kong, Taiwan and Singapore (Chen &
322Ku, 2004; Hsing, 1998; Magretta, 1998; Mathews, 2002; Yeung, 2002).

2 Interestingly, one may argue that much of mainland China_s exports is accounted for by foreign-
owned manufacturing firms, some of which are managed and controlled by ethnic Chinese capitalists
from East and Southeast Asia.
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323To sum up, the changing contexts during the post-crisis era present very
324significant challenges to and opportunities for ethnic Chinese capitalists in
325Southeast Asia. The decline of political-economic alliances in their home countries
326and the rise of mainland China as both a competitor and a new market have
327reinforced the continual internationalization of Southeast Asian ethnic Chinese
328capitalism through both internal and external changes. Internally, more ethnic
329Chinese firms in Southeast Asia are experiencing management and organizational
330transformations in order to professionalize and corporatize their business oper-
331ations (Tsui-Auch, 2004). Externally, these firms are less reliant on ethnic financial
332networks and more than international financial markets to secure access to capital in
333order to fund their internationalization efforts (Yeung, 2003). It is important to
334point out that most of these internal and external changes did exist before the mid-
3351990s, although the 1997 economic crisis has clearly speeded them up. In the next
336section, I discuss some of these major changes and transformations and examine
337how they play an important role in the hybridization of Southeast Asian ethnic
338Chinese capitalism.

339Hybridizing Southeast Asian Ethnic Chinese Capitalism

340If the institutional contexts for change in Southeast Asian ethnic Chinese capitalism
341have been made more favourable during the post-crisis era, what kind of change and
342transformations can we observe and analyze? In this section, I consider four major
343dimensions of possible management and organizational change in ethnic Chinese
344capitalism (see Fig. 1):

345(1) less emphasis and reliance on political-economic alliances in the home country;
346(2) growing professionalization and bureaucratization of ethnic Chinese family
347firms;
348(3) tapping into non-ethnic sources of capital; and
349(4) reshaping BChinese’’ business networks.

350This choice of changing dimensions represents my current understanding of the
351rather fluid and dynamic evolution of ethnic Chinese capitalism. It is intended
352neither to be comprehensive nor authoritative. Instead, I hope these dimensions will
353provide some important analytical clues for more detail empirical research (see also
354Yeung, 2004). More importantly, we should bear in mind that these changes by no
355means imply the convergence of Southeast Asian ethnic Chinese capitalism towards
356a particular capitalist model (e.g., Anglo-American capitalism). Indeed, there are
357significant elements of continuity in ethnic Chinese capitalism that enables it to be
358sufficiently differentiated from the dominant mode of Anglo-American capitalism.
359As such, I consider some of these elements of continuity in the next section.
360To begin our analysis of recent changes in Southeast Asian ethnic Chinese
361capitalism, we need to revisit Yoshihara’s (1988: 3) characterization of Southeast
362Asian capitalism as a form of Bersatz capitalism’’:

363What is ersatz about South-East Asian capitalism derives from the fact that
364the development of South-East Asian capital has been largely confined to
365the tertiary sector... South-East Asian industrial capital cannot act as the
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366vanguard of economic development because it does not have export
367capability. Any dynamism in this sense comes from the market economy,
368not from capitalism. This is because large industrial capitalists are comprador
369capitalists (acting as the agents of foreign manufacturers in their own
370countries), or they depend on foreign technology in a broader sense, or they
371are not efficient enough to compete in the international market.

373This early assessment of Southeast Asian capitalism during the 1980s remains
374visible more than a decade later in the work of Brown (2000: 42) who concludes
375that:

376the cultural embeddedness of Chinese capitalism is a product of historical
377cultural factors. Chinese capitalism in Southeast Asia, despite its heteroge-
378neity, is not competitive. The accumulative, predatory tendencies of Chinese
379capitalism should not be mistaken for competitiveness. The Chinese links
380with the state, indigenous merchants, local elites and native technocrats, have
381varied from co-opting elites onto the boards of Chinese companies, to raising
382equity from indigenous sources, government capitals, to operating joint
383ventures with the state and with foreign multinationals and seeking
384technological alliances with foreign multinationals. The state has ranged
385from patron to partner, from investor to executor.

387She further argues that Blinks with the state and the exploitation of Chinese
388networks ensured the survival of Chinese family enterprises, irrespective of whether
389they were in labour intensive industries or in capital intensive sectors. Competition
390was not a determining factor in the survival of Chinese family enterprises’’ (p.100).
391Does Southeast Asian capitalism today continue to be ersatz and uncompetitive?
392How far does it depend on the role of ethnic Chinese capitalists as Bcomprador
393capitalists’’ and on foreign capital for technology and market access? These are very
394substantial issues for further theoretical debate and empirical research. Without
395prejudicing against Yoshihara’s (1988) observation during the 1980s, I contend that
396the successful internationalization of a significant number of ethnic Chinese business
397firms from Southeast Asia (Yeung, 1999a; 2004) does entail more than the
398Bcomprador-dependency’’ syndrome to include significantly new elements of
399organizational innovation, technological dynamism and financial management. My
400argument does not imply that most Southeast Asian countries, with perhaps the
401exception of Singapore (cf Tsui-Auch & Lee, 2003), have moved well beyond ersatz
402capitalism as their preferred developmental trajectories. Rather, my argument of
403change and dynamism necessarily applies to the most important group of actors in
404Southeast Asian ethnic Chinese capitalism—the largest and most internationalizing
405ethnic Chinese business firms (see Table 1).
406My previous work has shown that it is this group of internationalizing actors who
407are most likely to make a significant impact on the future trajectories of their home
408countries in Southeast Asia through a variety of change and transformations in their
409own business organization and social practices during their international operations
410(Gomez, 2004; Olds & Yeung, 1999; Yeung, 2000a; 2004). Over time, these major
411players in ethnic Chinese capitalism are able to bring new business and social
412practices back to their home countries and to socialize other local firms into their
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413increasingly global actor-networks that are not necessarily based on ethnic or
414political-economic relationships only. Good examples of such ethnic Chinese
415business actors are Hong Leong Group’s Kwek Leng Beng from Singapore, YTL
416Group’s Francis Yeoh from Malaysia, and CP Group’s Dhanin Chearavanont from
417Thailand (see Table 1). They have not only successfully globalized their business
418enterprises into Europe and North America. More importantly, they have brought
419valuable international business and management experiences back to their domestic
420operations in respective Southeast Asian countries. In doing so, they provide
421important Bdemonstration effects’’ in showcasing how Southeast Asian firms can
422compete in the global marketplace. In its domestic context, therefore, Southeast
423Asian ethnic Chinese capitalism does not have to be ersatz forever; it indeed evolves
424and is transformed over time into a form of hybrid capitalism that encapsulates both
425some elements of the past and new elements brought in through its globalizing
426actors.
427To begin, I argue that one of the most significant changes among the leading
428actors in Southeast Asian ethnic Chinese capitalism is the decline in their reliance on
429pre-existing political-economic alliances in the home countries (see Fig. 1). This
430reflects both the increasing pressures of international agencies (e.g., the IMF and
431World Bank during the 1997 Asian economic crisis) on these Southeast Asian
432countries to engage in economic reforms and corporate restructuring and the higher
433standards of corporate governance and financial management required for these
434Southeast Asian firms to engage in international business operations. When these
435Southeast Asian Chinese firms operate internationally within and outside the Asia-
436Pacific region, they are often unable to transfer their advantages that are based on
437political-economic alliances as these are likely to be embedded and bounded within
438their home countries. They are thus more likely to rely increasingly on their firm-
439specific expertise and advantage to establish their international operations (see
440empirical case studies in Gomez, 2004; Yeung, 2002; 2004). This great demand for
441firm-specific competitive advantages in turn may gradually induce these ethnic
442Chinese business firms to be less reliant on home-based advantages such as political-
443economic alliances and affiliations with business conglomerates so that they can
444build and accumulate internationally transferable competitive advantages (e.g., cost
445and market advantages). They are critical agents of change in their domestic
446settings, for example, by transforming their home-based supplier networks and
447market channels that used to be solely based on either ethnic-family relationships or
448political-economic alliances.
449Second, the successful internationalization of Southeast Asian ethnic Chinese
450business firms also requires them to be less dependent on the four highly
451stereotyped principles of paternalism, nepotism, personalism and fragmentation
452identified in early Bculturalist’’ studies of ethnic Chinese family firms (Redding,
4531990; Silin, 1976; Whitley, 1992). In Fig. 1, I observe an emerging trend towards the
454growing professionalization and bureaucratization of ethnic Chinese business firms
455of both the family and non-family variants (see also Tsui-Auch, 2004). While this
456trend was becoming more apparent during the first half of the 1990s as ethnic
457Chinese firms were rapidly going international in their business operations, the
4581997/1998 Asian economic crisis has hastened this transformative process such that
459ethnic Chinese firms find it much harder to establish a competitive position in
460today’s global economy on the basis of these ethnic-centric principles. After all, the
461founding patriarchs of most large-scale ethnic Chinese business firms are so
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462overwhelmed with information and decisions that they have to delegate these
463information-processing and decision-making processes to a variety of trusted
464professional managers who are neither necessarily ethnic Chinese nor personal
465friends. Their expanding business empire also implies that succession based on
466nepotism is becoming increasingly difficult. There may be a shortage of able or
467competent family heirs to take over some corporate decision-making and
468responsibilities. As Fukuyama (1995: 64) has once argued, Ba single family, no
469matter how large, capable, or well educated, can only have so many competent sons,
470daughters, spouses, and siblings to oversee the different parts of a rapidly ramifying
471enterprise’’.
472These founding patriarchs are thus hiring more professional managers to be the
473CEOs of their international operations in Asia and beyond. For example, Hong
474Leong Group’s Kwek Leng Beng continues to use professional manager to run his
475profitable acquisition—the London-based Millennium and Copthorne (M&C)
476Group of hotels. Well trained in top business schools and often equipped with
477considerable international business and industry experience, these professional
478managers are key players in an emerging transnational community of business elites
479running ethnic Chinese business akin to Wenger’s (1998) Bcommunities of practice’’.
480These international business elites not only enjoy high job mobility because of their
481managerial skills, but also are much more difficult to be Bcontrolled’’ in the
482traditional Chinese way of family-oriented business management. Sklair (2000) has
483coined the term Btransnational capitalist’’ to describe this group of highly dynamic
484and powerful executives. As Whitley (1999: 97) has noted, Bthis mobility has become
485frequently based upon the possession of a general management credential such as
486the MBA degree... [And] Fmanagement_ is seen more as a generalizable set of skills
487and competences than as a set of industry-specific functions linked to more technical
488competences’’. Instead of reproducing Bhighly personal and direct control over work
489processes and limited employer–employee trust’’ (Whitley, 1999: 93), this process of
490dual socialization results in more competent professional managers being co-opted
491into BChinese’’ capitalism such that over time, they become insiders and major
492movers in this increasingly reshaped form of hybrid capitalism (see examples in
493Yeung, 2004).
494Third, just as management and organizational structures of ethnic Chinese
495business firms are undergoing rapid change and transformations during the post-
496crisis era, their financial networks are also increasingly moving away from ethnic-
497centrism in their organization so well described in the earlier studies of ethnic
498Chinese capitalism (e.g., Brown, 1998; 2000; Carney & Gedajlovic, 2002a; Claessens,
499Djankov, & Lang, 2000; Shikatani, 1995). As shown in Fig. 1, these two processes of
500change—organizational and financial—go hand in hand in the sense that potential
501improvement in corporate governance through professionalization and bureaucra-
502tization is particularly welcome in developing Southeast Asian countries in which
503many ethnic Chinese family firms thrive and shareholder protection and judicial
504efficiency are clearly inadequate. To ensure that global financial elites are
505comfortable with their financial positions and obligations, key actors in ethnic
506Chinese firms are required to follow certain accounting standards and business
507norms in global capital markets (see more empirical evidence in Filatotchev, Lien,
508& Piesse, 2005; Yeung, 2004; Yeung & Soh, 2000). As early as 1992, for example,
509Peter Woo—the successor to one of Hong Kong’s most powerful ethnic Chinese
510family conglomerates, the Wharf Group—pronounced that B[t]here are no friends in
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511finance. The world has changed. They [old style Chinese entrepreneurs] need to
512realize we are in a world market and need an international culture’’ (Quoted in
513Clifford & Engardio, 2000: 70). Having received his MBA from Columbia
514University and developed his early career in Chase Manhattan Bank, Woo’s
515attitude to the traditional norms in ethnic Chinese capitalism is not entirely
516surprising and inconsistent. The necessity for securing global finance provides a key
517force to effect dynamic changes in ethnic Chinese capitalism.
518The 1997/1998 Asian economic crisis has only made these changes even more
519apparent and necessary. Recent empirical studies in financial economics (Filatotchev
520et al., 2005; Mitton, 2002; Schmukler & Vesperoni, 2001), for instance, have
521identified significant positive relationships between improved corporate governance
522(e.g., establishing credible investor protection provisions and appointing Big Six
523auditors) and lower cost of capital and higher corporate performance among ethnic
524Chinese family firms. Klapper & Love (2002) have also found that good corporate
525governance mattered a lot more in countries with weak shareholder protection and
526poor judicial efficiency. Schmukler & Vesperoni (2001) have reported that firms
527from emerging economies could benefit from accessing international bond markets
528by securing long-term financing and extending their debt maturity structure. Raising
529capital in international financial markets, however, requires ethnic Chinese (family)
530firms to become increasingly Bcredible’’ and Btransparent’’ in their management
531practices and systems of financial control as defined by the gatekeepers of the global
532financial system (Ridding & Kynge, 1997).
533As their home country’s institutional framework becomes better developed, these
534globalizing ethnic Chinese family firms are more likely to engage in rule-based and
535market-centred strategy as predicted in the institutional theory of strategic choice
536(see Carney, 2005; Peng, 2003; Peng et al., 2005). In fact, I will argue that the
537participation of these ethnic Chinese firms in rule-based competition is strategically
538imperative as they seek to globalize their financial sourcing. To a significant extent,
539this strategic reorientation occurs irrespective of the maturity of their home country
540institutional structures because ethnic Chinese business firms can bypass these
541home-based structures through globalization. Moreover, their experience in
542international finance may impinge on their home country institutions such that
543these globalizing ethnic Chinese firms can become serious agents of change that call
544for institutional reforms in their home countries.
545Last but not least, this increasing tapping into non-ethnic sources of global
546financial capital necessarily implies the reshaping and opening up of what otherwise
547might be exclusively ethnic Chinese business networks (see Fig. 1). Reducing the
548reliance on internal (predominantly ethnic) capital within ethnic Chinese capitalism
549is attractive in an era of global competition where investment outlays are becoming
550significantly larger and financial leverages have become the norm in most
551competitive industries. The threats of hostile takeover and acquisitions in
552deregulated Asian markets have also forced ethnic Chinese business firms to secure
553external finance to strengthen their financial positions. This shift from informal
554networks of credits and loans towards stock and capital markets in financing ethnic
555Chinese capitalism is not a recent phenomenon, though its extent has been
556significantly underestimated in the literature (see Peng et al., 2001a). For those
557ethnic Chinese firms and/or countries in search of financial resources from outside
558their Bhome’’ economies and/or regions, it is important to secure the consent and
559recognition from global financiers for comparable standards of corporate gover-
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560nance and return to investments. These global financiers are leading bankers, fund
561managers, brokers and so on who are often based in major global cities that in turn
562serve as their command and control centres of global investments (Olds & Yeung,
5632004; Sassen, 1991). The successful enrolment of ethnic Chinese actors into these
564global financial actor-networks is imperative in an era of more intensified
565competition, greater financial requirements for expansion and investments and
566higher risks associated with excessive reliance on domestic finance. This quest for
567global finance also requires actors in ethnic Chinese capitalism to come to terms
568with actors in international media and research institutions on business activities.
569This is because today’s global financial system is increasingly characterized by a
570broader array of actors beyond just bankers and financiers (Harmes, 1998; Olds &
571Yeung, 1999; Yeung, 2003). Actors in international media and research houses play
572an increasingly critical role in producing reflexively texts, information and
573knowledge about ethnic Chinese capitalism that can significantly hinder or facilitate
574ethnic Chinese actors’ access to global finance. A tentative outcome of this process
575of accessing global finance is the increasing reshaping and opening of ethnic Chinese
576business networks to include non-Chinese actors who can bring in both international
577reputation and competitive advantage to the traditional organization of business
578activities in ethnic Chinese capitalism.

579Continuity in Southeast Asian Ethnic Chinese Capitalism

580Whereas the above four dimensions of change are likely to exert significant
581pressures and reshape Southeast Asian ethnic Chinese capitalism, their collective
582impact does not necessarily lead to the demise of a form of economic organization
583that has taken many decades to evolve. Indeed, it is reasonable to argue for some
584degree of continuity and path dependency in Southeast Asian ethnic Chinese
585capitalism such that a compromised scenario—a hybridized form of capitalism—is
586likely to emerge. What then are the likely dimensions of ethnic Chinese capitalism
587in Southeast Asia that remain relatively enduring either in their structures or in their
588reconstruction? Here, I consider three particular dimensions of continuity in
589Southeast Asian ethnic Chinese capitalism (see Fig. 1):

590(1) the family firm as a central element in organizing ethnic Chinese capitalism;
591(2) strategic deployment of BChineseness’’ and Chinese identities; and
592(3) Chinese culture as strategic resources for business expansion.

593Although I have discussed above the likely recent changes to the ways in which ethnic
594Chinese organize their business and financial networks in a globalizing era, it must be
595cautioned that these changes do not necessarily erode the continual significance and
596viability of the family firm as the central organizing unit of Southeast Asian ethnic
597Chinese capitalism (Redding, 1990; Yeung, 2004). This predominance of the family
598firm, however, is clearly not unique to ethnic Chinese capitalism. In fact, more than
59975% of all registered companies in the industrialized economies today remain family
600businesses and a third of listed companies in the Fortune 500 have families at their
601helm (Becht, Betts, & Morck, 2003; see also Chandler, 1990; Franks, Mayer, &
602Rossi, 2003; La Porta, Lopez-de-Silanes, & Shleifer 1999).
603In Southeast Asian ethnic Chinese capitalism, the family firm is likely to continue
604as the key organizational platform or Bmode of organizing’’, in the words of
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605Hamilton (2000), for the accumulation of wealth by ethnic Chinese families that in
606turns defines the rationality of ethnic Chinese capitalism, albeit in culturally specific
607ways. As Weber [1930] (1992: xxxi–xxxii; original italics) reminded us some time
608ago, B[modern] capitalism is identical with the pursuit of profit, and forever renewed
609profit, by means of continuous, rational, capitalistic enterprise’’. While historically
610such Brational’’ capitalistic enterprises might not have been developed in mainland
611China, ethnic Chinese capitalism—as I define in this paper—is organized around a
612particular social system of economic action and business activities that manifests
613itself through complex webs of family networks and personal relationships. It is
614embedded in a peculiar form of political economy in which the ethnic Chinese rule
615the Bhost’’ economy and leave the political sphere to the reign of indigenous ethnic
616groups or colonial masters. Ethnic Chinese capitalism is thus organized and
617coordinated via neither market relations nor hierarchies of Brational’’ firms (cf.
618DiMaggio, 2001; Powell, 1990; Williamson, 1975; 1985). Rather, it encompasses both
619markets and hierarchies and configures these capitalist institutions through an
620informal system of social relationships and family obligations (see Hamilton, 2000).
621While there is some evidence for the decreasing significance of the family firm in
622ethnic Chinese capitalism (e.g., Wong, 2004; Yeung & Soh, 2000), there is no
623convincing reason or evidence to expect the wholesale removal of the ethnic
624Chinese family firm from the Southeast Asian economic landscapes.
625What is particularly challenging, though, to academic research into the dynamics
626of Southeast Asian ethnic Chinese capitalism is to understand and to appreciate the
627changing ethnic identities associated with a whole new generation of ethnic Chinese
628in Southeast Asia (see Fig. 1). Decades of cultural assimilation and political
629integration of ethnic Chinese into most Southeast Asian countries have produced
630very significant outcomes in relation to their ethnic identities (see Bolt, 2000;
631Cushman & Wang, 1988; Lim & Gosling, 1983; Ma & Cartier, 2003; Suryadinata,
6321995; 1997; Wang, 1981; 2000; Yen, 2002). In fact, most second and third generation
633ethnic Chinese in Southeast Asia are now considering themselves as Southeast
634Asians rather than Boverseas Chinese’’ who still have some romanticized allegiance
635to mainland China. This phenomenon of changing national identities among
636Southeast Asian-born ethnic Chinese differs very much from their ancestors who
637emigrated to Southeast Asia during the first half of the 20th century. Concurrent to
638this changing dimension of ethnic identities towards national identities, however, is
639the curious reconstruction of ethnic Chinese identities when these Southeast Asians
640operate in Asia and beyond. This reconstruction of ethnic identities is deemed
641necessary when Southeast Asian Chinese invest in mainland China and they need to
642tap into guanxi-based relationship networks by flashing their ethnic identities as
643BChinese’’. The revival of Confucianism in Southeast Asia, particularly in Singapore,
644during the 1980s was very much founded on such belief that BChineseness’’ could
645help Southeast Asians to profit better from mainland China’s opening and growth
646(see Berger & Hsiao, 1988; Chang, 1995; Kao, 1993; Kotkin, 1992; Lever-Tracy, Ip,
647& Tracy, 1996; Tu, 1996; Weidenbaum & Hughes, 1996).
648In truth, while we find an interesting strategic deployment of BChineseness’’ and
649Chinese identities among Malaysian and Singaporean Chinese when they venture
650into mainland China (see Kong, 1999; Yang, 2002; Yeung, 2000c), we must
651recognize this form of strategic deployment as a business and economic imperative
652rather than a cultural revival among ethnic Chinese Southeast Asians. There is also
653a frequent underestimation of the cultural differences between ethnic Chinese from
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654Southeast Asia and their business partners in mainland China, resulting in
655significant management and operational problems in Sino-Southeast Asian joint
656ventures. As Wang (1995: 26) points out succinctly, Bthe profit basis of the present
657investments [by Southeast Asian Chinese] in China’s development is a totally new
658basis for the relationship between Southeast Asian Chinese and China. That all
659investments should be placed on a rational and profitable basis is one to be
660encouraged and one that deserves very special attention’’. Such a strategic
661deployment of ethnic identities helps to reinforce the continual Bcultural unique-
662ness’’ of Southeast Asian ethnic Chinese capitalism as distinctively BChinese’’. And
663yet, it brings to the forefront a rather fragile and contingent sense of identities
664among most ethnic Chinese Southeast Asians. Increasingly, these Southeast Asians
665value their hybrid ethnic/national identities as specific repertoire of cultural
666resources to be strategically tapped into in different political-economic contexts
667(see also Hsing, 2003; Ong & Nonini, 1997). A Singaporean Chinese businessman in
668mainland China, for example, may identify himself as a Chinese when the local
669Chinese partner prefers to deal with an Boverseas Chinese’’. In another context, this
670Singaporean businessman may prefer to use his Singaporean identity to fence off
671some requests for briberies and other unethical business practices. Such bi- or multi-
672cultural identities are fairly handy for Chinese Southeast Asians to operate
673successfully in such a complex and changing business environment as mainland
674China. In short, the continual existence of BChineseness’’ in Southeast Asian ethnic
675Chinese capitalism owes much less to its ethnic identity than to the strategic
676deployment of this identity for business and economic purposes.
677This continuity in Southeast Asian ethnic Chinese capitalism brings us to another
678side of the same coin—the continual existence of hostility and discrimination against
679ethnic Chinese in Southeast Asia. Ironically, the dramatic success of Chinese
680Southeast Asians in mainland China during the late 1980s and the 1990s was both an
681asset and a liability to these Southeast Asians and their families. Insofar as their
682success in mainland China was discursively and triumphantly constructed as the
683outcome of their reliant on their BChinese’’ identities and ethnic-centric business
684networks (e.g., East Asia Analytical Unit, 1995; Hamilton, 1991; Weidenbaum &
685Hughes, 1996), these Chinese Southeast Asians ran the looming danger of being the
686prime targets for such accusations as ethnic betrayal of national interest and ruthless
687exploitation of indigenous Southeast Asians to fuel their foreign ventures. During
688much of the 1980s and up to the mid-1990s, ethnic tension in Southeast Asia was
689largely eased through rapid economic development and some success in ethnic
690redistribution (particularly in Malaysia and Thailand). The outbreak of the 1997/
6911998 Asian economic crisis, however, witnessed the ugly return of ethnic hostility
692and discrimination in Indonesia and, to a certain extent, Malaysia (see Yeung, 2000b).
693In rather ironic ways, the revival of BChineseness’’ among Southeast Asian
694Chinese in an era of rapid internationalization and the rise of mainland China has
695produced some unintended consequences that became apparent during and after the
696Asian economic crisis. More specifically, the continual existence of ethnic tension
697and hostility in post-crisis Southeast Asia has emerged as an important force in
698shaping how Chinese culture and identities continue to serve as significant strategic
699resources for ethnic Chinese in Southeast Asia. It may be rather exaggerated to
700claim that the kind of Bsiege mentality’’ (Redding, 1990; Yoshihara, 1988), Brefugee
701mentality’’ (Kotkin, 1992), Btrader’s dilemma’’ (Menkhoff, 1993) and Bstepping
702stone syndrome’’ (Yee, 1992) that historically prompted the inward-looking
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703orientation of ethnic Chinese capitalism in Southeast Asia may persist in the 21st
704century. But it is certainly possible that Chinese culture and identity will remain an
705important set of strategic resources for Chinese Southeast Asians to engage in a
706form of economic organization that is neither entirely Chinese in its nature and
707ethnic composition nor bounded within national political-economic institutional
708contexts like its counterparts elsewhere (see Hall & Soskice, 2001; Hollingsworth &
709Boyer, 1997; Redding, 2005; Whitley, 1999).

710Conclusion

711In this paper, I have shown how Southeast Asian ethnic Chinese capitalism is not a
712static form of organizing business and economic activities. While it is a relatively
713enduring and institutionalized structure, however, it is subject to contextual change
714and transformations. This claim may appear to be a moot point, but its significance
715really lies with the fact that much of the business and management literature on the
716alleged success of Boverseas Chinese’’ in Southeast Asia—itself mushrooming like a
717cottage industry—tends to focus on its internal and often Bover-socialized’’ set of
718cultural norms in explaining empirical outcomes. This first wave of scholarship on
719ethnic Chinese capitalism was essentially predicated on theoretical constructs
720developed during the 1970s and the early 1980s. While some of their arguments
721and findings remain valid in today’s globalizing era, it must be noted that the
722broader context in which Southeast Asian ethnic Chinese capitalism is embedded
723has changed very dramatically. The rapid interpenetration of globalization processes
724and the rise of mainland China during much of the 1980s and the 1990s have
725prompted both new theoretical insights and empirical work.
726In particular, there is now a growing body of literature on ethnic Chinese
727capitalism that focuses on its external and international dimensions (e.g., Gomez &
728Hsiao, 2004; Hsing, 1998; Ma & Cartier, 2003; Mathews, 2002; Yao, 2002; Yeung,
7292004; Yeung & Olds, 2000b). This literature builds on the earlier scholarship on
730ethnic Chinese capitalism and yet departs significantly in its theoretical foundations
731from its predecessors. Contrary to the earlier views of ethnic Chinese capitalism as a
732form of cultural artefacts that are permanent blueprints for Southeast Asian
733economies, this new literature seeks to identify the changing contexts of ethnic
734Chinese capitalism and to analyze its dynamic transformations within these contexts.
735Taking an institutional and/or actor-network approach, these renewed studies of
736ethnic Chinese capitalism have pointed to its growing hybridization in terms of both
737economic organization around ethnic Chinese and multiple ethnic identities and
738mobilization strategies. They have collectively shown that, as a form of hybrid
739capitalism, ethnic Chinese capitalism does not have an essentialized core Bcentre’’
740that can be easily identified and explained. Instead, ethnic Chinese capitalism
741contains within itself a curious mixture and interpenetration of what previously
742deemed distinctively ethnic Chinese elements and a whole variety of non-Chinese
743capitalist practices and organizing principles.
744One may ask, however, if Southeast Asian ethnic Chinese capitalism is really
745hybridized, what remains distinctive about it? Is it just about hybridity and
746hybridization? Are we witnessing an emerging and nascent form of Southeast
747Asian capitalism that is not organized around ethnicity? I have no doubt that these
748questions demand very pressing research attention in the near future and therefore
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749cannot be satisfactorily answered here. Suffice to say that the ongoing change in
750Southeast Asian ethnic Chinese capitalism does not entirely negate all of its
751distinctive attributes. There are still important features in Southeast Asian ethnic
752Chinese capitalism that sufficiently differentiate it from other forms of capitalism
753(e.g., Anglo-American capitalism). In particular, the supra-national organization of
754ethnic Chinese capitalism beyond a single nation-state and the much more selective
755role of personal and family relationships continue to underscore the uniqueness of
756such regional form of capitalism. Whether it will survive the competitive and
757convergence pressures of economic globalization is a debatable issue. But there is
758no doubt that as ethnic Chinese capitalism is increasingly engaging with globalizing
759forces, its core features will be changed and reshaped and its viability depends very
760much on the usefulness of this mode of economic organization both to its home
761countries and to the global economy. As Lim (2000: 12) concludes in her review of
762the past success, recent crisis and future evolution of Southeast Asian ethnic
763Chinese business,

764Whether Southeast Asian Chinese businesses will survive as independent
765entities in the long run will depend on their continued ability to be multi-
766cultural managers of and for others, providing sufficient value that multina-
767tionals will continue to see partnerships with them as necessary assets... In
768the long run, Southeast Asian Chinese companies will need to develop firm-
769specific competitive advantages that extend beyond their location-specific
770market knowledge, network assets and political connections to survive and
771prosper in the increasingly globally integrated regional economy.
772

773Lim’s (2000) conclusion no doubt carries the usual caricature of Southeast Asian
774ethnic Chinese capitalism as Bcomprador capitalists’’ very much similar to
775Yoshihara’s (1988) notion of Bersatz capitalism’’. But it also brings us a crucial
776message for future research into and understanding of Southeast Asian ethnic
777Chinese capitalism—we need to pay as much attention to its internal embeddedness
778in Southeast Asian countries as to its increasing articulation into the global economy
779that is both highly uncertain and transformative. These two elements of uncertainty
780and transformation are currently perhaps the best way to describe and characterize
781Southeast Asian ethnic Chinese capitalism.
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