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Abstract:

Emerging technologies are developed in knowleddearés. But as the complexity of these technologies
increases, the need to formulate appropriate azgianal network legitimacy strategies becomegategic
issue. Through market, relational, investment aradas legitimacy, subsidiaries of multinationalsvhaeen
known to capture the knowledge circulating throtigh network webs of relationships. In China’s errmayg
and politically sensitive 3G TD-SCDMA mobility teacblogy, this paper examines how Nokia China remains
a key player through these legitimacies. The resuggest that organizational network legitimaayeases
the firm’s opportunity to participate in this tectngy because legitimacy facilitates knowledgeexilbn and
local interpretation which is valuable in an unpcéable institutional environment.
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Introduction:

There are now currently two world competing staddan 3G (Third-Generation) mobility technologiethe

US CDMA2000 system backed by Qualcomm Inc, and piM/CDMA backed by Ericsson and Nokia. In
China, there is also the home-grown TD-SCDMA tedbigy backed by the government. While it is gengrall
acknowledged the state has promised equal statwdl tthree standards competing for a share of the
burgeoning Chinese mobility market, China’'s TD-SCBMechnology is the preferred standard. Its
preference represents a crucial phase in the dawelat of China’s next generation of wireless mopili
technology.

Accordingly, the state has, and remains the pringaitying force of technological reforms. In a pwiglly
sensitive and protective telecommunications sether state represents a key institutional spheaedfiects
the operations of state-owned and-linked carriegajpment manufacturers and software developersugh

its powerful administrative and regulatory instibmis, the Ministry of Information and Innovation [I{} its
administrative bureaucracy reflects the way it ng@saand retains institutional economic power thhoug
administrative power. Bureaucracy is, in many wayspecial monopoly combining state power with raark
strength in the nation’s economic transition (Ya2@05).

For a long time, firms and government were theeefeelded together into a closed system of networked
relationships, through technological, politicalcisd, and economic ties of state ownerships angmecal
benefits. These ties take into account the neemmtrol and manage economic performance and nédisbna
zeal. Crucially, these imperatives drives the fdation of industrial policy that affects firm’s germance -
directly through allocation of tangible network easces such as finances, licenses, and grantsndinelctly
through valuable knowledge and insights about itvgusstructuring and new business opportunities.

A multitude of stakeholders, often with conflictinigterests thus directly or indirectly influenceeth
development of TD-SDCMA mobility technology, in faular the timing of its availability. More impaut,
they play a key role in generating, holding, andwudating relevant knowledge through the closedesysveb
of relationships. Since one of the requirementsnahaging emerging technologies is the ability talgse
and synthesize new knowledge with the existing Kedge base of the firm, successful firms must saweh
capture the knowledge circulating through thesesvaatdl use it to their advantage (Rosenkopf, 2000).

Amidst the backdrop of established competing teldgies, powerful embedded administrative institosio
and the nation’s transition from a command to aketaeconomy, the key questions for strategists of
subsidiaries of multinationals (SOMs) are: whattheecritical knowledge networks that influence timeing

of the availability of TD-SCDMA mobility technolo@yWho are the dominant stakeholders in these nks®or
Which networks should SOMs patrticipate in, and ificgmtly, how? These issues must be addressquitdes
the complexity and unpredictable character of TII#& on existing CDMA 2000 and WCDMA mobility
technologies.

Fundamentally, China’'s TD-SCMDA mobility technologg/ intimately tied to a complex set of economic,
political, and technological considerations. Theudure of knowledge networks that deals with these
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considerations strongly influence the timing andikability of these technologies. Exploring and tcaimg
knowledge flows in inter-organizational networksIpheand enable strategists to understand these
considerations, think systematically about targgtimseful sources of knowledge, and formulate and
implement relevant inter-partner legitimacy initigs for obtaining this knowledge. Through its netiof
personal and organizational ties, SOMs then foraiakopolitical, technological and business netvgot&
deal with this complex network environment.

At a philosophical level, and motivated by concdpis institutional and network theory, this papg&empts

to examine and explain the currently observed hiebay of one such subsidiary in securing on-going
participation in critical knowledge networks vias ibrganizational network legitimacy (ONL). ONL is
garnered when firms successfully market their casmpees to key network stakeholders, by conformaong
regulative processes, institutional norms and dognimeanings within the network environment. Azsult,
firms develop their network position, describedtsr strategic identity and/or role. This identitgd/or role
places the firm at the centrality of the networkoyides access to, and participation in, knowletiges
amidst the inter-organizational web of relationship

The paper’s main contention is that in a politigaénsitive and protective telecommunication sewftr its
interwoven network web of administrative and poétirelationships, a firm's ONL is best served tigi the
firm having multiple network positions in humerokisowledge networks. While a firm's ONL first and
foremost stems from the development and commezai#din of innovative technological solutions i.ts i
market legitimacy, the firm is also required torsbafor and develop its social, relational and stweent
legitimacy.

The legitimation of ONL is however made and detewdi by the network stakeholders to which SOMs must
be responsive, and on whom it is dependent forginCompliance is usually achieved through comiypion
used strategies and practices that often emerge thie interactions of firms and other stakeholdeithin

the network (Edelman, 1992). This process of ‘able making of meaning’, shaped by the ‘politids o
propriety, trust, and awareness’ (Nielsen and R887,p. 523) determine the survivability and pedditity

of these firms and the network. And while disagreets between firms are not unexpected, a properly
functioning internal network dynamics that revoh&esund knowledge generation, exchange, learnimlg an
unlearning, is crucial in order to maintain interdf network legitimacy.

The paper contributes to the existing knowledgekioowledge networks in three important ways. Fiitst,
introduces the concept and importance of orgamizatinetwork legitimacy (ONL) in the firm’s legitetion

in identifiable knowledge networks. Second, it exaen the process of ONL by proposing a theoretiazdel.
The model is based on the interaction among: (@ardzational network legitimacy, (2) market, redatl,
investment and social legitimacy (Dacin et al, 20@nd (3) knowledge networks. This model is degldn
figure 1. Third, and through an inductive interptate case analysis of Nokia China, the manusprptides
some measures of support of these concepts anudtel’s proposed interactions. The analysis cormsud
with some managerial concerns.

This paper is structured as follows. The first mgcprovides a detailed but important, contextuegatiption

of China’s state power, industry and network strtest This sets the stage in the analysis of knogded
networks from an institutional theory and organal network legitimacy perspective (ONL). We next
examine the compositional diversity of organizagilonetwork legitimacy in terms of market, relatibna
investment, and social legitimacy. This is followleg a brief description of research methodologyahy,

an inductive interpretative case analysis of Ndkidna is then presented and the paper concludbessaihe
final observations on the practical implications.

The pursuit of knowledge: A Chinese institutionabntext

As China progresses, reforms have not been withmtitutional cost. While authority is fully retagd,
institutional cost is zero. However, politics withro institutional costs do not exist outside afaty (Yang,
2005). While the State’s struggle to impose itdharity through coercive commands, crucially andpites
the rhetoric of a hands-off approach, the realtyhat there is more, not less government intartereand
increased control on these enterprises. Theseiexplay the state has, and remains, the primaryirdyiv
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force of telecommunications reforms. The stateasgmts a key institutional sphere affecting theratpms
of state-owned and - linked carriers, equipmentufasturers and software developers.

While there have been recent institutional varisioand changes in administrative structures in the
telecommunications sector (see for instance worlkiémy, Johnston and Wang, 2007; Liang et al, 2004;
Zhang, 2001), reforms are incremental and ambiguOld and established administrative institutionsl a
power remain fundamentally unchanged. The strustoféhe telecommunications sector connecting thiesw

of interdependent stakeholders’ relationships tilleirsfluenced primarily by state power. While tis¢ate is
transforming these structures, the emphasis iafegsiarding their interests. Change is therefoodugionary.
That has, and will likely remain the nature of telenmunications reforms.

For SOMs operating in China for an extended peoioiime, some would have captured and internalthed
knowledge on the nation’s institutional transforimas and its interface with telecommunication rafserin a
transitional economy. But there is also a priomiy seeking new knowledge on shifting reforms, and
somehow uses it to their advantage. This involliesnieed to formulate inter-partner initiatives aratking
with other stakeholders especially since knowleidgeften tacit and learning-by-doing becomes esalent
(Palberg, 2001, pp. 171). Knowledge has thus erdeage‘'the most strategically-significant resourt¢he
firm” and integration of knowledge is a firm’s mastportant task (Grant, 1996, p. 375). In this wa@Ms
can then quickly respond and react to, and hopefudirticipate in the formulation of these institutal
reforms. We next attempt to examine how?

Knowledge networks, organizational network legitigyg and network positions

To manage knowledge networks, one first has totiiyei In China’s mobility technology market, veorks
can be identified via inter-partner mechanisms saaghlliances, marketing agreements and trainiagrams
between firms. Knowledge transfer between firmthén identifiable. Using mobility technology astartng
point, sub-networks could be further identified the basis of similar inter-partner mechanisms. Gnad
then track the evolution of the knowledge sharind tansfer between firms in these sub-networks freen
CDMA and WCDMA technology to TD-SCDMA technologyh& web of interconnected and interdependent
relationships between these firms could then ba&béished. This analysis forms the basis from wi8€Ms
formulates and drives its organizational legitimaggnda — one that would eventually facilitate as¢e, and
the capture, exchange, and interpretation of kndgdelow.

Underpinning a firm’s legitimacy agenda is the d=$p achieve a generalized perception or assumtit
their actions are desirable, proper, or appropmatein some socially constructed system of norusdues,
beliefs and definitions' (Suchman, 1995, 574). Fmetwork perspective, a firm’'s legitimacy is kuk
together by their performance of industrial aci@st (e.g. marketing, exporting, production, logisti
employing or consuming various types of resouraeg. (R&D, financial, brand equity, knowledge) to
produce other resources. Over time and over masyaictions, the assumption is that a structuredarétof
inter-firm legitimacies is formed. Accordingly, thdetermination of a firm’'s organizational network
legitimacy is made by the stakeholders within aatiieen networks, to which the firm must be resp@si
and on whom it is dependent for survival.

In China’s telecommunication sector, prominent sketders typically includes the state, carriers/@nd
operators, equipment manufacturers, software dpeedo financial institutions, universities and eesh
institutions etc. Against this background, it isrttionoting that knowledge networks with a longestbiy
generally has many more stakeholders participatiitg a higher stake and diffusion, as is the cagth w
China’s traditional CDMA and WCDMA community compar with the more recent TD-SCDMA
community. Furthermore, while some stakeholders ropgrate in one network, others may operate in
multiple, often overlapping networks, as they atteto move with emerging technology and integratant
into its own strategy. Firms therefore initiatevel®p and maintain relationships with other firmsthe
network to establish their ONL. The firm’s ONL iarh facilitate access to other firm’s resourceg tra
needed in the production and transformation of il goods and services.

In these ways, knowledge has emerged as “the niegically-significant resource of the firm” and
integration of knowledge is a firm’s most importaask (Grant, 1996, p. 375). Crucially, ONL in fact
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legitimizes the firm’s access to other firm’'s knedtje and their interpretation of this knowledgee Tilm
could also influence, and facilitate the abilityttansfer knowledge between firms as a result wfrifirms’
network co-operation. Firms in the network colleely learn and unlearn, from knowledge they have
generated, captured and interpreted. These ofkenplace within various parts of the network anel @aften
developed with direct and indirect network courndetp through the location of the firm, in terms itsf
network position.

Network position refers to the role a firm playsametwork and how it is linked directly and indilg to
other firms in the network. The role it plays igided from the direct and indirect relations betwdiems in
the network that are a consequence of their eaali¢ivities in the network - through norms, rulesla
regulations, series of routine transactions, sjgeiti?estments and socialization of actions - gm@ompanies
many of the relationships. This implies that overet, a firm’'s network position captures the firnmstwork
legitimacy through the roles the firm plays in tetwork. Without legitimacy, a firm has no rolespiay,
and hence no network position.

With the image of the knowledge networks and thevaek positions of firms in mind, SOMs could thelotp
the networks they ought to be located. This, im,tunakes it easier for them to prepare and adjest ONL
strategy as it impacts on its survival. Otherwibey risk accessing only redundant information ey
when stakeholders in the network are preparedfonlgustaining, not new and emerging technologibsse
stakeholders would, therefore, make decisions douptto their value based only on knowledge witthis
knowledge network set (Christensen and Overdor®620They are therefore isolated in terms of ailtic
knowledge flow that may require quick adaptationt@ining emerging technological challenges into
achievements.

To be a part of these crucial, emerging knowledg®arks, SOMs needs to invest in network positwitl

a view to reinforcing existing and/or creating ndeagitimacies. In a politically complex Chinese
telecommunications sector with ambiguous and odifly policies announcement over the years, any
investments in network positions need to be cootisly monitored and reviewed. This is because iagist
networks be disrupted as a result of political fieieence. New networks with new opportunities migtso

be created. To ensure the firm's continuous netweditimacy and role in these new networks, new
information, knowledge, and interpretation are ¢fi@re required to successfully reconfigure and wetie
firm’s resources and activities. As a result, tmmfmay initiate and develop new ONL initiativesavmew
inter-partner mechanisms.

From the preceding analysis, it is apparent that fthrm’s effectiveness in dealing with conflictirand
ambiguous policies announcements depends on itworietposition and its positioning actions with
significant network counterparts via its legitimegiinitiatives. An integral part of these initi&ss is
concerned with trying to understand how a firmtedao other firms in the network, the roles thiwpn the
network, and the roles others expect the firm typlLegitimacies initiatives are thus about howiren f
accesses network knowledge, other firm’s knowledae, their interpretations. It influences a firmastual
and ideal network position as a result of havingpttentially deal with network changes brought gn b
ambiguous policies. As a result, firms not only elep strong ties (Krackhart, 1992) that are esakirii
developing network positions, but also the neebtdlance these with weak ties (Granovettter, 1982ye
take this view, then legitimacy initiatives beconaasissue of identifying the specific targets anstduents to
which a firm must appear legitimate, through cdtefarafted inter-partner mechanisms. This asseasme
cannot be made without an understanding of botlothanizational network compositional diversity ahd
various network constituents. The answers are foarttie interaction between the two which is exadin
next.

Organizational network legitimacy compositional dissity: Market, relational, investment and social
legitimacy

Firms with known heterogeneous legitimacies corete¢d a diverse number of organizations in multiple
networks have access to critical network knowledges often involves examining appropriate legitaya

initiatives through various forms of inter-partn@echanisms with key network stakeholders. For SOMs
operating in an unfamiliar environment, it requiradaptations to environmental demands leading to
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differences in the knowledge base, and is a maftenderstanding the environment (Johanson amdnréahl
1997).

Broadly speaking, legitimacy may be sought thronggrket, relational, investment and social legitignac
(Dacin et al, 2007). Market legitimacy refers te tights or qualifications to operate in the mairfdeid). In
cases where SOM is new to the market and has adlative standing, the rights to operate in thekeiaare
not automatic because of the liability of foreigeseThe firm may thus seek out an alliance witagitimate
firm in that market to help ensure endorsement r@oeptiveness by government, suppliers, or cus®mer
(Dacin et al, pp. 174, 2007). These endorsememi®esent crucial tools and guidelines to operat¢hn
market. In China, they helps firms deliver betterfprmance, because of access to and understantling
commercial knowledge of “what works better” in bdoeompetitive and financial terms with key network
stakeholders.

To maintain and enhance their market legitimacyMS@ursue relational legitimacy through alliances a
merger activities with strong local partners. Thestivities helps them to better navigate the chang
technological landscape, in particular the impattnew structural reforms on their survival. Because
relational legitimacy invariably involves some atlbrative pooling of technical, marketing, prodoicti
resource, it also helps sends out potent signalshem commitment and its worthiness as an attracti
relational partner. There is then an implicit opkit pledge of relational continuity between themd the
local partners and/or stakeholders, including ipocating pledge or concrete actions binding exchang
(Dwyer, Schurr, and Oh (1987, p.19). Such pledgelsa&tions introduce and sensitize network partioetise
construction and deconstruction of proprietary kisalge surrounding the various dimensions of emgrgin
technology. This would not have been possible witliemonstrable and committed relational legitimacy

Unlike relational legitimacy which is partner sgexi firms also seeks investment legitimacy aimed a
legitimizing the worthiness of the firm’s businesdivities to the state. This perhaps explains &@Ms that
demonstrates a propensity to invest in a markétedgtseeking foreign investments and technicalegttpe,
thus mimicking the state’s policies, has strongeitimacy claims compared with those that do ngage in
such activities. In a politically sensitive Chinesdecommunications market amidst the backdrop of a
transitional economy, connections to political, rmmic, and social stakeholders is a particularlycied
compositional diversity of the firm’s strategic atlae capability in managing their network legitioya
Through ties with these stakeholders, SOMs mighinkee position to gain access to new informatioricivh
allows them to gain a better perception of ingting trends that have so far been politically dedif The
scanning of this information also allows SOMs tmlexe new inter-partner mechanisms, learn how to
strategize as a result of emerging technology,tarsgarch for, and identify the networks underrtee rules

of the game, and the required changes in legitiesattiereof.

Finally, SOMs also seek social legitimacy that @ngg importance in institutional environments whe
socially responsible image is vital for firm suraiv(Dacin et al, 2007, pp. 176). They undertakelipub
welfare initiatives in education and training, Ibaad regional developments, with community orgatiins
and government. For example, while it is generaltknowledged there is high incentive to increaséDR&
spending in China, there is an even greater ingeifitir SOMs to help train its citizens. At a timbeve the
nation is also concerned with creating a harmonisasalist society, SOMs will therefore benefit rfro
network legitimacy agenda that includes socialtiegicy which complements its market, relational and
investment legitimacy. Legitimacy with social tiissalso likely to provide more non-redundant besefia
access to knowledge that might facilitate the stgadf fine-grained knowledge between the firms &l
state.

It is however worth noting that the constructiontlif mix of legitimacies which collectively makap the
SOMs ONL is not easy. It is context dependent, @afig in the case of China where it is all too ye&s
overlook powerful administrative and regulatory tingions that continues to affect local and SOMs
performance in its selection of enterprise resoattmcations and activity transformation roles.tte fluid
state of a transitional economy and a politicaéipstive and protective telecommunications secther state
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appears to have stuck to deep involvement in, @&nedtdcontrol over the knowledge surrounding timeirtig

and availability of its TD-SCDMA technology. It ihe hope among SOMs that through heterogeneous
legitimacies with connections to a diverse numbesrganizations and/or stakeholders in multiplenozks,

they would have access to this knowledge. In thieviing, the empirical context of the study is exaed

and explained.

Research Methodology:

To explore the real-life impact of organizationatwork legitimacy and knowledge access, the artitdées
use of empirical evidence from a single in-deptBecatudy. Through a managerially oriented inductive
interpretative research into the use of legitimentyatives and knowledge networks, the paper askireal-
life legitimacy strategy in a politically sensitiand protective telecommunication sector. The &déhtial
information about a specific country”, i.e. Chirlagact as a promising avenue for further rese@alabanis

et al. 2001, p. 171).

Various characteristics associated with China’s iflitpbtelecommunication sector lend it to readily
observable trends and developments. The centraérgment involvement, the nation’s technological
leadership ambitions, structural reforms, and itdigatory WTO commitments, are characteristics that
presents the sector as an ideal “critical” or “pbtaase where the “process of interest is readilgepvable”
(Eisenhart, 1989, p. 537). These observations aadysis are gauged from publicly available document
through internet sites, company reports, tradenasr commentary by industry researchers and anabyer

a period of time.

Research on legitimacy, however, poses seriousadelbgical pitfalls, not to mention the considesabl
practical problems associated with it. Legitimasy dlso prone to change over time and difficult to
operationalize for quantitative or qualitative s (Schubert, 2008). These challenges not witlstg, it

iIs hoped that through an inductive, interpretativentent analysis of published materials and thinoug
methodological contextualization via industry exeece, some empirical descriptions and generabizati
could be provided. This is achieved through theafsmse research which allows for the study adriattions
between the proposed variables and the empiriédéree (e.g. Eisenhardt, 1989; Glaser and Strd9€5).
We next examine this process through an inducinterpretative case analysis of Nokia China (NC)

Case analysis of Nokia China (NC)
Introduction:

China Nokia (CN) established its presence in Cimnk985. It is currently the leading supplier of lile and
broadband network systems and mobile phones inaCl@hina also represents an integral part of Nekia’
global manufacturing and R&D networks and the camyps now the largest exporter in China’s mobile
telecommunications industry. CN now has more th@mffices and two R&D centers in China, employing
over 4700 people. It registered an accumulative sadts volume of EURm 5898 in 2007, a 20 percent
increase when compared with EURmM 4913 sales in.Z00&se are impressive numbers establishing Clsina a
CN’s largest market. With its strong organizatiomaputation in wireless mobility, CN has performed
impressively in a highly protected and regulatéedemmunications market.

In keeping with this manuscript's theme, CN’s swsceould be attributed to their ability to artideldo, and
navigate their legitimacy agenda through infludnsitakeholders in the network. Predicated on ciyefu
targeted market, relational, investment and sdeigitimacy initiatives, CN's agenda involved acsothat
have been deemed desirable, proper, or approptisiger conditions of uncertainty, they have exkeibit
behavior that mimicked these stakeholders, throwgibvant and timely network ties. With its extemsiv
network of diverse collaborators in various intartper mechanisms aimed at achieving its network
legitimacy, they have established a strong stratetgintity and network positions via the roles tipdgy in
these networks. These in turn exposed NC to a wateety of knowledge and learning activities that
potentially could include NC's quick adaptation ftrning emerging technological challenges into
achievements. We next examine these legitimaciaiivies, identify the mechanisms involved, the roetks
and its compositional diversity of stakeholders] @aa knowledge diversity.

Knowledge network and NC’s market legitimacy
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Over the past twenty odd years, we like to thinkt tNC has “earned” the rights to operate in ChiFfee
company’s has high relative standing and desitgbikspecially with its global and local reputation
wireless mobility. For instance, when NC mergedatsr existing Chinese joint ventures in 2003, lésgest
China joint venture partner is a local companyjduCorporation. According to Ouyang Zhongmou, &us
CEO, “the merger will not only increased opportigstfor us in China, but also allow us to improug o
competitiveness outside of China.”

Fully cognizance of the state’s policy to boost itxal telecommunication software and hardware
telecommunication industry, CN has also succegséxplored opportunities to maximise growth ancdoglo
competitiveness for all parties in the local vattrain. For example, in 2005, through its coopenatiith the
government, CN contributed to the creation of aimeged 25,000 jobs among the company’s cooperation
partners, local sub-contractors and suppliersalisty to stay alert and responsive to local markormation

and knowledge is a reflection of NC's strategicatality and their abilities to partake in the cieatof these
opportunities. This would not have been possiblbanit first earning its market legitimacy that aloNC to
continue to explore market opportunities by coopegawith local industry, partners and government
organizations.

Knowledge network and NC’s relational legitimacy

NC has also undertaken key and timely relationgititeacy initiatives through alliances and mergers
activities with strong local partners that involttee collaborative pooling of local technical, maike,
production and sales resource. As a result, NCniaged and evolved with the right mobility techngtog
together with some of the sector's most influergtalkeholders. For example, in 2005, NC and Chirta®

set up a 3G joint venture to focus on R&D, manufang and sales of 3G network solutions for WCDMA
and TD-SCDMA. Through this alliance NC is now waigsiwith a company that is among the first companies
to pass the TD-SCDMA field trials organized by ieinese Ministry of Information Industry. China Rt

is also one of the initiators of Chinese TD-SCDM#duistrial Alliance and owns the international bidgi
agent qualification awarded by the Ministry of Coarge.

Earlier in 2003, Nokia signed an agreement for sticensing of WCDMA related patents covering the
manufacturing and sales of WCDMA infrastructure ipment globally with Huawei, thus lowering the
threshold of technology transfer. Notably, Huawei China’s largest, indigenous telecommunication
equipment manufacturer. The collective pooling oflaborative technical and sales efforts in the TD-
SCDMA space predates an earlier relationship CNwittd China Mobile, culminating in the signing oUR
580 million frame agreements for GSM/GPRS netwoxkpamsion in China, in 2006. Nokia's strategic
cooperation with China Mobile started in 1994.

NC appears to have carefully crafted and leverdtgedelational legitimacy by choosing complementary
partners, including China Telecom and China Unicé®.a result they have become a key, indispensable
partner in inter-firm sharing knowledge routinesthe development and evolution of China’s mobility
technology. This has happened despite the diseimtharacter of TD-SCDMA wireless technologies that
makes extrapolations of their eventual market atdity and prospects a seemingly futile exercise.

Knowledge network and NC'’s investment legitimacy

NC ability to sense and respond to policies charigea relatively quick and flexible way through its
investment legitimacy is of essential importance ife continuous involvement and access to knowdedg
networks in a changing environment. For exampldles®hina has historically been seen as a manuiagtu
and sourcing hub, there are increasing expectati@tsChina is also seen as a science and technbldy
And while NC remains one of the largest Chinese ilmalommunications manufacturer and exporter, the
company has also become one of the largest foiaig@sted enterprises in China, with the mergingtof
manufacturing joint ventures and the production GIDMA handsets in China in 2003. This merger
underscores two key state’s policies — increased R&vestment in China, especially in 3G technology,
particularly in TD-SCDMA, and improving the nati@ompetitiveness globally.



Abstract preview

By reaffirming its commitment to TD-SCDMA in lateD@8, Nokia has also made it known that they now
support the development of China’s home-grown tgederation mobile wireless technology. As Colite&i
said at the event, “ Our goal is to not only depeld-SCDMA products that can deliver outstandingrus
experiences to consumers, but also to work withradpes, chipsets providers, developers and allgsalong
the value chain to support the creation of a vibfdd-SCDMA ecosystem in China.” Earlier in 2006 Nek
also announced the construction of its China Cangpukthe selection of Beijing Economic-Technolobica
Development Area (BDA) as the location. The campilisconsist of their China headquarters, R&D cesyte
and mobile phone manufacturing based. Attendediseofground breaking ceremony included Nokia's CEO,
officials from the Central Government, the Beijingovernment, Beijing Economic-Technological
Development Area and other Nokia partners.

Through such investment initiatives, NC hope toishs€hina realize its ambitions in wireless mokilit
technology and handsets. This assistance is what@ias been looking for, but seldom acknowledged u
recently. Crucially, by investing in the evolvingtworks of state’s sponsored alliances and exclsaidy@
can gain access to valuable knowledge to discaasrapportunities.

Nokia’s social legitimacy

While the need for social legitimacy is likely te kess significant in China because constituergsualikely

to monitor closely compliance with these rules, erdwless stakeholders’ expectations are changing.
Globalization further increases institutional press on firms to surpass local social respongybilit
requirements even when they may be tempted by dgxlations and enforcement in local institutional
contexts (Christmann and Taylor,2001). The bensefisocial legitimacy are both social and technical

For example, while there is high incentive for Ghito increase R&D spending, there is an even greate
incentive for Nokia China to help train its citizeninvestment in education and training is cosilyis
however also necessary if Nokia China wants to leoess to the support of important constituenitias
could lead to an enhancement of its network legityn More important, the challenge to their market,
relational and investment legitimacy could alsolides. They may then not face the loss of oppotiesin
participating in the development of emerging mapitechnology. With a reputation and visibility pootect,

the need for social legitimacy is vital.

This perhaps explains why in 2007, Nokia and Tsirrgh/niversity announce the establishment of a joint
research facility in Beijing which will drive tecblogy development for Asia and the world. As Zhrshéiu,
Dean of the School of Information Science and Tetdbgy at Tsinghua, points out, “China has set fitted
goal of developing indigenous innovation, and wihr times as many mobile users as internet usiees,
opportunities within mobile technology are cleafdr its part, Nokia was recognized as one of thatmo
respected companies in China in 2004. The awamdl gi@@cial attention to social responsibility, inaben,
operations and commitment to the local market.

Concluding remarks and managerial implications

Emerging technologies are developed in knowleddeorks. But as the complexity and unpredictabitfy
these technologies increases, the need to formatgtnizational legitimacy strategies becomes atesjic
issue. Through social networking, technology — itieal building, political lobbying, and investmeitter-
partner mechanisms and/or initiatives, Nokia Clieams to have captured the knowledge that is ating|
through the network webs of relationships. In atigally sensitive and protective Chinese 3G TD-3TD
mobility technology market, Nokia China appeardhéwe systematically tried to understand the knogded
networks, determine how they are connected andtifgekey network stakeholders. Its mix of market,
relational, investment and social legitimacies #raformal and informal linkages with these stakébis to
which they must appear legitimate examined in thenuscript, ensure the firm’'s active and continuous
participation in critical knowledge networks.

Like many of the other competing SOMs facing uraiety in the timing and availability of China’'s TD-
SCDMA technology, Nokia China is often not sure lggitimacy directions and initiatives to take. dagh a
strategic but adaptive incremental coalition ofitiegacy building initiatives, they were however alio
establish corresponding key network positions, iptakey roles in various social, political, techogikal and
economic networks. This allows the firm to envisibay stakeholders in these communities. A diverse
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network rich in organizational legitimacy incread¢skia’s China opportunity to participate in emei
technologies for such legitimacy facilitates knodge collection, exchange and interpretation, which
valuable in knowledge-rich but unpredictable envinent. Nokia’s managers could then make decisiaus t
were not only firm specific, but also sector andiorés specific. These decisions were made with the
knowledge of a keen sense of the special type latioaship between politics and economy in China’s
telecommunications sector.

It is however important to recognize that managing participating in knowledge networks is not edisis
an ongoing process. Particularly, there is hetareiye in identifiable market, relational, investrnhemd social
legitimacy Nokia China can bring to the networkisTwill be influenced by network stakeholders whiglmh
not necessarily have the same needs as the SOMiseN®&ould they necessarily accept that such needkl
not be met in a variety of different ways. This iifests in greater pressures upon Nokia China toagen
their organizational network legitimacy. A balant®n, of both building its future legitimacy andpiiting

its past legitimacy is seen as essential. Theme isecessity to be locked into any one particidaios market,
relational, investment and social legitimacy. Theus instead, is, constantly aligning these legitigs with
the demands of network stakeholders and its imjbiea of its current portfolio of network positians a
technologically turbulent TD-SCDMA mobility techragly environment, organizational network legitimacie
of SOMs like Nokia China promote knowledge creatisharing and interpretation within and between
knowledge networks. How this is produced, wheresdbbecome manifest, and at what administratiyerks
within China’s politically sensitive and protectitelecommunications are systematic empirical resear
questions we could address in the future.

CONCEPTUAL FRAMEWORK

Market
Legitimacy

Relational Knowledge
Legitimacy ~|  Networks

Organizational
Legitimacy

/N
\N4

Investment
Legitimacy

Social
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