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A Study on Organizational Learning .Investment Region and Liability of Foreignness

In Case of Chinese Listed Companies
DU Xiao-jun, CAI Ling-sha
(School of Business Administration, Northeastern University, Shenyang, Liaoning, 110169, China)

Abstract ; According to the theory of organizational learning ambidexterity, this paper analyzed the influence
mechanism of exploitative and explorative learning on Liability of foreignness. Then, in order to verify the different
effect and time on the liability of foreignness between exploitative and explorative learning, this paper carried out an
empirical study on 102 foreign direct investment events from Chinese Listed Companies.

Considering theoretical analysis, there are two levels included in this paper as follows. For the first level, the
study analyzed the different mechanism. Then, for the second level, it discussed the different timing of effect. With
respect to mechanism analysis, the paper discussed the influences of organizational learning on liability of foreign-
ness and the moderate effect of investment region. When studied the effect of exploitative learning on the liability of
foreignness, we first described the relationships between exploitative learning and production efficiency, and pro-
posed that exploitative learning can weak the consumers’ preferences with cost advantage. Then we described the
impacts of unifying the global image for multinational corporations, considering that exploitative learning can
strengthen the familiarity of multinationals among host countries’ consumers. Regarding the effect of explorative
learning on the liability of foreignness, this paper also showed a thorough analysis from two aspects. On one hand, it
considered that explorative learning could help multinationals to gain specification legitimacy from the function on
reverse knowledge transfer. On the other hand, it proposed that explorative learning can stimulate cognitive legitima-
cy through the partnerships construction between multinational corporations and stakeholders from host countries.

Beside the learning mechanism analysis, in this work, we were also interested in the effect timing of organiza-
tional learning on liability of foreignness. In this study, the outward foreignness investments with exploitative learn-
ing were viewed as progressive investments, something like “paradigm copy”. From this view, it would be quick for
the action timing of exploitative learning. However, for the corporations which took explorative learning, they nee-
ded to learn something totally new in the host market, and aimed to combine the knowledge between the subsidiar-
ies and parent companies. It would take a long time for the subsidiaries to absorb new information, and format new
competitive advantages. Therefore, we argued that it was long for explorative learning in this paper. In conclusion,
this paper drew out the relative competitive advantage between the exploitive learning and explorative learning, and
proposed corresponding research hypotheses.

In addition, this study discussed the role of investment region on the relationship between organizational learn-
ing and liability of foreignness. For there was homogeneity in the same region and the heterogeneity among different
regions, this study indicated that invest in the same region would improve the effect of exploitative learning, and in
the different region would weaken the role of explorative learning.

With respect to the theoretical analysis and hypothesis testing, the paper carried out an empirical test with
SPSS 19. 0. The results obtained from statistical analysis indicated that there were significant differences between ex-
ploitation and exploration. Specifically, the exploitative learning could significantly reduce liability of foreignness in
the short-term. It could improve the efficiency of production and promote the multinational companies to form a glob-
al image. In other words, exploitative learning had a comparative advantage to explorative learning. However, in the
long term, explorative learning had more advantages. It could promote the knowledge transfer from customer to mul-
tinational companies and improve the cognitive legitimacy. Meanwhile, whether for explorative or for exploitative
learning, investment in the same region can strengthen the relationship between organizational learning and Liability
of foreignness. From the aspects of target region selection, entry mode and learning mode selection, the results ob-
tained in this study provided some practical significance for multinational companies to reduce the Liability of for-
eignness during foreign direct investment.

Key Words: liability of foreignness; organizational learning; exploitative learning; explorative learning; in-

vestment region
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