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1 Introduction

What is the key to a sustainable organisation? The answer often engages with the concept
of organisational learning, which is closely related to human resource management
(HRM) strategy (Gerhart and Trevor, 1996; Huselid, 1995; Snell and Dean, 1992; Lee
and Kim, 2012; Tomazevi¢ et al., 2014) and human resource development (HRD)
(Preskill, 1996; Ulrich, 1997; Schuster and Zingheim, 1992; Sheehan et al., 2013).
However, the HRM and HRD logics apply mostly to the private sector, whose annual
reports almost unanimously emphasise the importance of employees to the ultimate
success of the business (Gilley and Maycunich, 2000). Can the same strategy also be
useful for the public sector, which seeks the same goal of ‘serving better’? In today’s
world, which is characterised by network governance (Serensen, 2002; Bogason and
Musso, 2006; Serensen and Torfing, 2016), how can the public sector benefit from
collaboration between government and non-governmental organisations (NGOs)
(Kooiman, 1993, 2003; Jones et al., 1997; Rhodes, 1997), or the so-called public-private
partnership (PPP) (Bovaird, 2004, 2010; Beauregard, 1998; Ekstrom and Dorn, 2014;
Metaxas and Preza, 2015)? What is the impact of different HRM strategies on
organisational learning in the public sector (Berman et al., 2015)?

In response to and inspired by the above theoretical puzzles, this research attempts to
empirically investigate how the quality of social interaction between the public sector and
the third sector affects knowledge flow and the dynamics of organisational learning in
government. By analysing five PPPs across different social welfare policy domains in
Taipei, Taiwan, this research makes four contributions. First, it is one of the few studies
to expand HRM to the non-private sector (Akingbola, 2013; Denhardt et al., 2015;
Berman et al., 2015; Vanhala and Stavrou, 2013) and particularly to cross-sectoral
collaboration (Waring et al., 2013; Bishop, 2011). Second, the study orients our scholarly
attention to view PPP as a potential expansion of the public sector’s HR structure and as
an opportunity to promote cross-sectoral knowledge flow and organisational learning.
Third, this work demonstrates how the mode of organisational learning is dependent on
HR architecture and the social relations between actors. Last, a fundamental distinction
between a public and a private organisation is made before suggesting that although
conventional wisdom for private firms is to have the greater percentage of human capital
trained internally through a ‘make’ strategy as part of the branding effort, the public
sector requires an integration of make and buy strategies to both maintain the status quo
and generate continuous improvement.

The structure of the paper is as follows. To proceed, a literature review on human
resource (HR) architecture in HRM is first delineated before linking HRD to
organisational learning and comparing related extant studies. Then, the method used in
this research, its methodological limitations, and five selected empirical cases of PPPs in
Taiwan are introduced, along with the three types of data analysis used:

1 HR architecture analysis
2 relational component analysis and its impact on organisation learning
3 comparing fundamentals embedded in the public and private sectors.

In conclusion, the last session discusses four contributions of the paper, its general
limitations and directions for future research.
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2 HR architecture and organisational development strategy

To boost organisational effectiveness, scholars have debated between a make or a buy
decision (Miles and Snow, 1984), in other words, between the internal development of
skills and capabilities (Lei and Hitt, 1995; Hamel and Prahalad, 1994; Lee et al., 2015;
Paiola et al., 2013) or externalisation (Davis-Blake and Uzzi, 1993; Bidwell and Keller,
2014; Cesarani, 2014). Whereas an internalisation strategy offers organisations greater
stability and predictability in their stock of knowledge and skills (Pfeffer and Baron,
1988; Dobbie and MacMillan, 2010), a decision to seek external employees can cut
administrative costs (Welch and Nayak, 1992; Doellgast et al., 2016) and enhance
organisational flexibility (Snow et al., 1992). Additionally, an outsourcing strategy
enables an organisation to focus on core capability development while having more
discretionary access to vendor innovations (Quinn, 1992; Fritsch and Gorg, 2015). In
other words, the key to maintaining a competitive advantage for firms, as argued by
many, is identifying core or peripheral assets among employees (Barney, 1991) and
learning how to efficiently manage these resources to maximise profit and the value of
human capital (Arthur, 1994, Snell and Dean, 1992). According to the resource-based
perspective, core employee skills that are central to a firm’s competitiveness should be
developed internally, and those of peripheral value are candidates for externalisation
(Venkatesan, 1992; Susomrith and Brown, 2013).

Drawing from transaction cost economics, human capital theory and the
resource-based view of the firm, Lepak and Snell (1999, 2002) developed HR
architecture. They assume that the value of human capital depends on its potential to
contribute to competitive advantage. If employees can help firms to offer lower prices or
provide increased benefits to customers, they are considered to be valuable (Snell et al.,
1996). Uniqueness and a firm-specific skill set in employees are also sources of sustained
competitive advantage [Snell et al., (1996), p.65; Barney, 1991] that are suggested to be
suitable for internal development (Chiesa and Barbeschi, 1994). Based on the value and
uniqueness of human capital, four quadrants are identified in the HR architecture shown
in Figure 1.

The four quadrants correspond to two internal employment modes and two external
modes: develop, acquire, contract and alliance. Their respective HR configurations are
commitment, market-based, compliance and collaborative.

Beyond HR architecture, scholars also discuss the concept of the human capital
resource (HCR) (Kraaijenbrink, 2011) as a source of sustainable competitive advantage.
Ployhart and Moliterno further define HCR as a “unit-level resource that is created from
the emergence of individuals’ knowledge, skills, abilities, and other characteristics”
(2011, p.127). In other words, HCR can be understood as a collective construct with the
individual as the microfoundation (Felin and Hesterly, 2007; Teece 2007; 2011). This
individual characteristic along with their unique psychological endowments make
attracting, retaining and motivating employees the source of a resource-based competitive
advantage (Coff and Kryscynski, 2011).
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Figure 1 Human resource architecture
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Source: Lepak and Snell (1999, p.37, Figure 2).

3 HRD and organisational learning

Under the HR architecture, the relational components in HRD are key to the success of an
organisation in terms of organisational learning. According to Marquardt (1996, p.229), a
learning organisation learns powerfully and collectively, continuously transforming itself
to better manage and use knowledge to achieve success. In such an agile and flexible
organisation, workers network in an innovative community inside and outside of the
organisation, and everyone is driven by a desire for quality and continuous improvement
(1996, pp.19-20). By the same token, Gilley and Maycunich (2000) emphasise the
critical role of ‘human resources’ in the transformation from a ‘traditional organisation’
to a ‘learning organisation’. In their model of the evolution of an organisation, a learning
organisation is not satisfied with the mere ‘improved performance’ and ‘knowledge
acquisition’ that a traditional organisation strives to achieve. Rather, ‘continuous
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learning’ and ‘application and reflection’ allow a learning organisation to stand out
because developmental activities are conducted through deuteron learning and action
learning. Moreover, learning here has little to do with taking in information (Senge, 1990;
2014b) but instead addresses building the capacity to create. The learning process
(learning how to learn) is far more important than the outcome (including the learning
content). In sum, learning is tacit, occurring in one’s intuition, expertise, common sense,
core competencies and the like (Boyett and Boyett, 1995).

What exact role does HRD play in organisational learning? One way to dissect the
impact of HRD on organisational learning is to follow the knowledge flow created within
or across organisational boundaries (Argote and Ingram, 2000; Xie et al., 2014). Grant
argues that knowledge stocks provide the foundation for an organisation’s core
competencies (1996). Organisational learning is facilitated by knowledge flows, which
enable an organisation to expand, refine, and modify its knowledge stocks, thereby
creating dynamic capabilities (Teece et al., 1997). Without active knowledge flow,
researchers have found that knowledge stocks can cause organisational rigidity
(Leonard-Barton, 1995; Zahra, 2012).

Specifically, Kale et al. (2000) contend that valuable knowledge flow takes place in
social interactions' because informal, rather than formal and hierarchical, relations are
considered to be more efficient mechanisms for sharing both tacit and explicit knowledge
(Spender, 1996; Kogut and Zander, 1992; Nonaka and Takeuchi, 1995). Based on this
theoretical foundation, the quality of social interactions is pivotal to knowledge flows and
how an organisation learns because high quality interactions increase employees’
motivation and their ability to access and mobilise one another’s knowledge (Dyer and
Nobeoka, 2000; Leana and van Buren, 1999; Nahapiet and Ghoshal, 1998). To
systematically analyse the social relation structure and its correlational effect on
organisational learning, Kang et al. (2007) summarise three dimensions of social
interactions to examine two types of organisational learning: how variations in structural,
affective, and cognitive elements of social relations may be associated with either
exploitative or exploratory learning.

Table 1 Relational components of organisational learning*
Exploratory Exploitative
Structural Weak/non-redundant networks Strong/dense networks
Affective Resilient dyadic trust Generalised trust
Cognitive Common component knowledge Common architectural knowledge

Note: *This is a revised version of Figure 1 in Kang et al. (2007, p.242).

Table 1 illustrates the above-mentioned three relational components of organisational
learning. Exploratory learning involves acquiring knowledge that is not used in the
existing organisation. In contrast, exploitative learning refines and deepens existing
knowledge (March, 1991). In terms of the structural element of social relations,
Granovetter (1992) and Uzzi (1997) suggest two ways that network structures can affect
employees’ knowledge flows within and across organisations: strength of ties, which
refers to how often actors interact, and network density, which identifies who interacts
with whom. Researchers have found that strong and dense ties can facilitate fine-grained
and in-depth knowledge that is useful for the exploitative type of learning. However,
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employees’ opportunities to explore varied knowledge may be limited if they are locked
into narrow social circles (Gargiulo and Benassi, 2000).

An affective perspective would argue that two forms of trust affect knowledge
exchange: generalised trust, referring to impersonal or institutional trust, and resilient
dyadic trust, describing two parties with direct experience of each other (McAllister,
1995; Sheppard and Tuchinsky, 1996). While the former has the potential to facilitate
continuous improvement within the same legal institutional framework for exploitative
learning, it restricts relationships with those outside of the social unit. In other words,
organisational learning, especially the exploratory type, across organisations of different
levels or natures is difficult with a social network pattern based on generalised trust.
Employees’ motivation to accept new ideas is also reduced (Portes, 2000; Jones and
George, 1998).

Finally, to understand how knowledge is used to produce new value and promote
organisational change, Henderson and Clark (1990) emphasise two different forms of
knowledge. Of the two, common component knowledge better allows employees to
recognise, understand and absorb novel knowledge from a wide range of relational
partners, such as those outside of the organisation, and thus to pursue exploratory
learning. Common architectural knowledge, in contrast, helps employees to understand
the bigger picture (Hill and Levenhagen, 1995; Nonaka, 1991) and to understand that
tweaking existing knowledge can be acceptable even in areas where they lack expertise
(Weick and Roberts, 1993; King and Ranft, 2001) in exploitative learning.

4 Method, limits and case description

To explore how HR architecture in HRM and relational components in HRD affect
organisational learning in the public sector, I randomly select five PPP programs run by
the Taipei City Government in Taiwan as instrumental cases from over a dozen
interviews conducted during 2012-2014. Representatives from both the public and the
private sectors of the PPP collaboration project were interviewed. Upon completion of
the interview, three types of data analysis were performed:

1 HR architecture analysis
2 relational component analysis and its impact on organisation learning

3 comparing fundamentals embedded in the public and private sectors.

Table 2 Interviewees in the public and private sectors
Cl c2 c3 Cc4 (68)
Public: 1 section Public: 1 section  Public: 1 section Public: 1 officer Public: 1 section
chief chief chief Private: | general chief
Private: 1 general Private: 1 president Private: 2 social manager/ Private: 1 manager
manager for the of Chiu-ju workers 1 staff
centre Community

Association/

1 staff
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PPP case background information

Table 3
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This type of method, with grounded understandings of how social interaction affects
HRM, nevertheless has its limits. Qualitative research such as this better serves to explore
theory and indicate future direction rather than to test hypotheses. Further empirical
researches are recommended to be pursued, and the generalisation of these findings must
be cautious even if they convey a potential to generate theory.

A total of five public officials and eight NGO representatives who work
collaboratively on five PPP cases took part in unstructured interviews (Table 2). Open
questions posed during each interview included ‘can you describe your collaboration with
the private/public sector?’, ‘how often do you meet?’, and ‘how are your relationships?”’.
These questions were used to gather data on the formation of the HR structure and to
understand the structural, affective and cognitive dimensions of the PPP relations.

The randomly selected PPP cases in Taiwan include collaborations between the
Taipei City Government and NGOs in the sectors of woman/child welfare; civic
engagement; and services for youth, individuals with disabilities and senior citizens
(Table 3). Although these social welfare-related sectors are traditionally areas where
government and civil society interact more, historically, the mode of interaction tended to
be hierarchical and to take the form of public grants, financial subsidies or the
intervention of social workers rather than of horizontal or collaborative relationships
between the public and civil society.

Table 4 Organisational learning in five cases

Signs of organisational learning

Cl  Continuous learning between public officials and NGOs and among different NGOs in
both routines and new concepts for offering child care

C2  Government learns from this failed case that it must change its mode of outsourcing for
next open bidding

C3  Some signs of organisational learning, learning between public officials and NGOs

C4  NGO'’s alternative for addressing individuals with psychiatric disabilities represents a
new method for the public official; however, the government did not learn the details of
the operations

C5  Cost-free alliance between public and private sectors is a new experiment; It represents a
new way of solving social problems through the government utilising or pooling free
societal resources.

Table 4 summarises how the interviewees view each of the five cases as promoting
organisational learning in the public sector. Whereas C1 exhibits continuous learning
between public officials and NGOs and even among the different NGOs involved in the
same successful parent-child centre PPP project, the Taipei City Government learned in
one shot from the failed case of C2 that it needed to change its mode of outsourcing for
the following year. C4 and CS5, however, represent alternative ways of solving social
problems for the Taipei City Government — conceptual learning. The former project is a
new way of managing psychiatric patients proposed by the NGO. The latter is a new way
of using existing societal resources to build a cost-free alliance between the public and
private sectors to solve a social problem — in this case, to create a more convenient and
friendly urban environment for senior citizens. Because this cost-free alliance model has
worked well thus far, the Taipei City Government is planning to expand it to serve
individuals with disabilities. The government is focusing on restaurants, identifying
‘friendly restaurants’ in Taipei for both seniors and people with disabilities who need, for
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example, more convenient and spacious dining areas or wheelchair-friendly environments
(interview with Division of Welfare Services for Senior Citizens, Taipei City
Government on 27 August 2014).

Based on the interviews, the HR structures of the five PPP cases are described in
Table 5. All PPP cases inevitably involve a public sector decision of whether to ‘buy’ or
outsource HRs, except for C5, which cannot be considered a ‘buy’ decision because no
public funds were injected into this collaborative project between the business
community and civil society. Therefore, the ‘buy’ part of the HR structure is labelled a
‘cost-free alliance’ for C5. As for the ‘make’ or internal training strategy, only Cl1
(labelled ‘internalised make’) was designed to allow periodic working meetings or
training sessions among staff in the 13 Parent-Child Centres, including public officials or
social workers. C3 (labelled ‘periodic make”) has only four regular working meetings per
year and few training sessions between the six youth service centres and public officials.
C4 (‘admin make’) has no regular meetings or training between the public and private
hosts of the project but maintains a relationship entailing regular reporting or telephone
conversations. C2 and C5 (‘no make’) have no internal training program within the PPP
collaboration structure.

Table 5§ HR structure of five cases
Make Buy

Cl1  Internalised make 3 + 3 year outsourcing contract
Periodic working meetings/training sessions 1 public sector versus 13 NGOs
between different parent-child centres, joined by
public officials.

C2  No make 2-year outsourcing contract
No working meetings or training sessions between 1 public sector versus 1 NGO
centres and public officials versus 80 communities

C3  Periodic make 3-year outsourcing contract
Four regular working meetings per year but few 1 public sector versus 6 NGOs

training sessions between centres or public officials;
regular phone conversations and site visits

C4  Admin make 4-year outsourcing contract/

No working meetings or training sessions between Ist trial of non-grant subsidy

public and private sectors; rely on reports or 1 public sector versus 1 NGO
telephone contact

C5  No make Not a buy decision/cost-free
No working meetings or training sessions between alliance
public and private sectors; rely on telephone No public funds injected/
conversations cost-free alliance

1 public sector versus
800 private sector and NGOs

The relational component of the five empirical cases is summarised in Table 6. Based on
an analysis of the descriptions given by the interviewees, all five cases are structured
under weak social relation networks between the public and private institutions with
impersonal or institutional trust. The only variation lies in the cognitive dimension.
Whereas public and private institutions in C1, C3 and C5 share common component
knowledge in some operational routines, such as standard operations in child care, youth
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counselling and general care for seniors, C2 experiences incongruent knowledge sharing
between the state and the NGO. The NGO in C4 shares only common architectural
knowledge with the Taipei City Government, Division of Welfare Services for the
Disabled; this organisation has no previous experience with the common practices that
empower people with psychiatric disorders as individuals with potential rather than as
patients.

Table 6 Relational component of five cases
Structural dimension Affective dimension Cognitive dimension
Cl1  1:13* Weak network Generalised trust Common component
Regular periodic Impersonal trust/more knowledge
meetings/reporting interaction or friendship Overlapping knowledge

relationship between public
and private sectors and
between different centres as
structured in the 3-year
contract

might develop between
NGOs that already know each
other from being in the same
field for decades/positive
feelings toward this PPP
cooperation

on some routines of
offering parent-child
service yet leaves room
for each centre to craft an
individual program
according to its expertise

C2  1:80 Very weak network Generalised trust Incongruent knowledge
No regular meetings, only Impersonal trust between state and NGO
reporting relationship and
grant application/no social
relations between different
communities
2-year contract/annual
grant application

C3  1:6 Weak network Generalised trust Common component
Some telephone Impersonal trust/decay of knot\.)vledgi on some
communication or random trust roou tll?eseSIezmgsO:Z)erﬁI%or

: N ] youth y v
meetings/ perlp dic reports Interviewee noted that once each centre to craft its
as structured in contract/no C .
meetings between different pome NGOs mature, they individual programs
centres begin to demand more ) according to its expertise
resources that were not in
3-year contract previous agreement

C4  1:1 Weak network Generalised trust Common architectural
Grant application Institutional trust knowledge
relation_/periodic report During interview, officer Sha.red understapding of
evaluation/random visits from public sector appeared the 1r;tercgnne;:lt10ns in
4-year contract to disagree on some aspects transtorming the

of operations and methods perspective on psychiatric
patients to see how they
can actively serve others

C5  1:800 Weak network Generalised trust Common component

No grant proposal/media
exposure/win-win situation

Impersonal trust

knowledge on some
routines of providing
services to senior citizens

Note: *1:13 denotes number of government agencies versus civil society organisations
involved in a particular PPP project.

Source:

Data summarised and analysed from interviews conducted in 2014
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5 Data analysis on HRM and organisational learning

To study how social interaction affects organisational learning in the public sector, three
analyses are conducted in this paper. First, an HR architecture analysis of the five PPPs
adapted from Lepak and Snell’s model is performed. Second, a relational component of
an organisational learning cross-analysis is developed based on three aspects — structural,
affective and cognitive — and both the exploratory and exploitative types of organisational
learning. Finally, the inherently distinct organisational fundamentals embedded in the
public and private sectors are compared. This research contributes by reorienting
scholarly attention to view PPP as a potential expansion of a government’s HR structure
and as an opportunity to acquire the new knowledge necessary for organisational change
from external sources — an act of organisational learning or of cultivating a learning
organisation. Modes of organisational learning are also dependent on HR architecture and
the social relation between the public and private sectors.

5.1 Analysis of HR architecture

One way to make sense of how SHRM is used in organisations is to draw the HR
architecture. Starting with the mapping by Lepak and Snell (1999, 2002) drawing mainly
from firm behaviour, I adapt their HR architecture model by examining the empirical
observations of the five PPP cases. Rather than using the value and uniqueness of human
capital as strategic determinants of alternative employment modes, I propose using
‘diversity” and the value of human capital as determinants (Figure 2) because
governments, unlike firms, need not offer a firm-specific product or service but are
expected to offer as diverse services as possible to serve a heterogeneous general public
and to solve varied social problems.

However, this does not imply that more diverse human capital is more valuable to the
public sector, as it has bifurcated organisational goals and means: maintaining order and
seeking support or enforcing rules and innovatively solving problems. As illustrated in
Figure 2, the government’s internal development tends to employ less diverse human
capital, especially in Taiwan, where the civil servant entrance exam is administered
centrally for all governmental agencies at all levels through the Ministry of Examination.
Taiwan’s civil service is also the oldest system in the world, dating back to
approximately the seventh century in the Sui dynasty in the era of imperial China’. The
pay structure in this organisational system is not based on skill but rather on merit and
rank. Once one enters the public sector through the civil servant examination in Taiwan,
the internal development of the public sector further homogenises public employees to
uniformly perform rule-abiding tasks to provide organisational stability and continuity.
This process is reflected in quadrant 1, where the employment mode is internal
development and the HRM decision is to ‘make’ through recursive internalisation
training when rule-abiding skills are not available in the labour market.

Quadrant 1 of internal development, however, can only satisfy one aspect of the
government’s organisational goals — maintaining order. It appears to be increasingly out
of the scope of the government as a single sector to solve social problems innovatively.
No single actor, public or private, as argued by many network governance scholars, such
as Kooiman (1993: 4), has all of the knowledge and information required to solve
complex, dynamic and diverse problems (Serensen and Torfing, 2016). This bilateral
mode of governance is represented in quadrant 4 in the form of PPP — an alliance
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employment mode with a partnership-oriented relationship. The HRM strategy in this
mode is a mix — a make-and-buy decision where, if the alliance is optimised to produce
its maximum capacity, the internal employees will learn from external human capital, and
the outsourced staff will also learn how to follow the internal public rules (see the thick
arrow on the right side of Figure 2 — optimisation: learning and unlearning).

Figure 2 Adapted HR architecture for the public sector (see online version for colours)

High
Quadrant 2 Quadrant 4
Employment mode: acquisition Employment mode: alliance (PPP)
Employment relationship: symbiotic (Bishop, 2011; Waring et al., 2013; Metaxas
HR configuration: market-based and Preza, 2(215%‘Lcc and Kim, 2012;
Tomazevi¢ et al., 2014)
HRM decision: administrative make and buy Employment relationship: partnership
Task: te ord HR configuration: cross-sectoral
ask. execute order collaboration (Felin and Hesterly, 2007;

= Ployhart and Moliterno, 2011; Kong, 2014;
“é Kang et al., 2007)
S]
g HRM decision: periodic or internalised make
g and buy; cost-free alliance
=
k) Task: innovatively solve problems
%‘ (Sheehan et al., 2013)
15}
2
A Quadrant 3 Quadrant 1

Employment mode: contracting Employment mode: internal development

(Cesarani, 2014; Fritsch and Gorg, 2015; Employment relationship: organisation
Susomrith and Brown, 2013) focused (Lee ct al., 2015)
Employment relationship: transactional HR configuration: commitment
HR configuration: compliance
HRM decision: make
HRM decision: administrative make and buy
Task: rule enforcement
Task: execute order
Value of human capital
Low High

To explore in depth how organisations learn and unlearn, this study uses the
five empirical cases to understand how various HRM decisions affect organisational
learning in the public sector. Figure 3 summarises the analysis of organisational learning
versus a make-or-buy decision.

C1, the parent-child centres, symbolises a case in which the public sector has made an
effort to internalise knowledge acquired from the externalisation process, namely a
collaborative project with civil society. For example, according to my interviewees, after
running the Wanhwa Parent-Child Centre, situated in a community bloc with one of the
highest percentages of senior citizens, the Taipei City Government’s Department of
Social Welfare, Division of Welfare Services for Women and Children proposed a new
horizontal cooperation opportunity with the Division of Welfare Services for Seniors to
install new equipment and co-develop entertaining new grandparent-child programs for
the parent-child centre®. This internal cross-sector collaboration would not have been
‘learned’ if the knowledge acquired from the PPP — the buy decision — had not been
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internalised and brought to the table for internal consideration. The learning capability for
C1 is high because its PPP model is practiced under an internalised make-and-buy
structure (internalised M&B), in which ongoing learning opportunities will be created
recursively through regular training and working meetings between the public and private
sectors.

Figure 3 Organisational learning and the make-and-buy decision

Org learning

Cl

C4 C3 C5

C2

No org learning
Buy Admin  Periodic Cost-free  Internalized

M&B M&B Alliance M&B

An opposing example is C2, operated by the Taipei City Government, Department of
Social Welfare, Division of Civic Organizations, which is concerned with promoting
civic engagement through community empowerment projects. This PPP assists more than
80 of the 350 communities in Taipei City and is outsourced to an NGO. Due to the lack
of effective communication and internalised mechanisms (no ‘make’ decision) between
the public sector and the outsourced NGO, the PPP was not renewed after a two year
contract. Little organisational learning was acquired by the city government from the
NGO, aside from the need to reopen the project to new bidders.

Furthermore, a deviant case in this study is C5, which is not a buy, a make or a mix
decision. The senior-friendly station project initiated by the Taipei City Government is a
‘cost-free alliance’ between the private and public sectors to construct a senior-friendly
environment with zero public budget. The local government is successfully collaborating
with private companies or NGOs to provide a free public service. This cost-free alliance
method of public-private collaboration represents an organisational learning experience
for the government because it has begun to reorient its attention toward learning how to
use cost-free or existing resources more efficiently. According to an interviewee from the
Taipei City Government, this cost-free alliance experience prompted the local
government to learn how to utilise free resources more efficiently, such as idle space and
service time in Taipei sport centres. Seniors in Taipei can now use all sport centres for
free, with one in each administrative district, during the idle times from 8-10 am and 2-4
pm. The Taipei City Government is also planning to collaborate with the private sector to
provide physical examinations for seniors in those sport centres (interview on 27 August
2014).

5.2 Relational component analysis

Another method for understanding how organisations learn or unlearn is through
exploring HRD or the context in which organisational learning occurs through social
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interaction (Adler and Kwon, 2002; Dyer and Nobeoka, 2000) along the structural,
affective and cognitive dimensions. I apply the relational archetype model proposed by
Kang et al. (2007), which is based on March’s (1991) two alternative types of
organisational learning, exploratory and exploitative, to examine the five empirical PPP
cases (Table 7) based on information provided by the interviewees.

I first find that there is no purely exploratory or exploitative learning case among the
five empirical cases. All five cases exhibit a mix of the two types of organisational
learning, perhaps with some having more traits of one type than of the other. For
example, cases 1, 3 and 5 exhibit two traits of exploratory learning with weak social
networks and generalised trust between the private and public sectors and one trait of
exploitative learning in using common component knowledge to produce value. The
organisational learning style of C4, however, is more exploitative (with two traits) than
exploratory (with one trait).

(A)

Table 7 Analysis of relational components
Structural (weak Affective (resilient Cognitive (common
Case or strong dyadic trust or component or common
network) generalised trust) architectural knowledge)
Child centre Weak network (E) Generalised trust Common component
(A) knowledge (E)
Civic org Weak network (E) Generalised trust Incongruent knowledge
(A) between state and NGO (no
org learning)
Youth centre Weak network (E) Generalised trust Common component
(A) knowledge (E)
Centre for Weak network (E) Generalised trust Common architectural
people with (A) knowledge (A)
disabilities
Senior station ~ Weak network (E) Generalised trust Common component

knowledge (E)

Note: E = exploratory learning; A = exploitative learning.

Figure 4 Relational component of organisational learning versus a make-and-buy decision

Exploratory learning
C3 Cs Cl
Exploitative C4
learning
No org learning [C2
Buy Admin  Periodic Cost-free Internalized
M&B M&B Alliance M&B
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Coincidentally, all three cases with more exploratory learning traits are those involving a
make-and-buy decision (Figure 4). In other words, the empirical cases show a correlation
between the act of acquiring knowledge that is not used in an existing organisation and a
combined make-and-buy decision. In contrast, C4, which involves more of a buy decision
and less of a make decision (admin M&B), leads to more exploitative learning, which is
the deepening and refining of existing knowledge.

5.3  Comparing fundamentals in the public and private sectors

Based on the above five public sector empirical cases, the assumptions and operational
modes of the public and private sectors are compared in Table 8. Through juxtaposition,
the table illustrates inherently different ways of functioning in a firm and in the
government. While the target population of a firm is often particular consumers with
homogeneous preferences, a government, once elected, must address millions of
heterogeneous voters, regardless of their preferences. The nature of a product or service
in any firm is usually firm specific, with an emphasis on branding; the public sector,
however, is expected to offer public services that are comprehensive. In other words, the
environment in which a firm is embedded is competitive and divisible, and different firms
attract separate groups of customers as long as they can make a profit.

method (means)

Human resource

Skill-based pay

Table 8 First versus second sector comparative matrix

2nd sector (firm) 1st sector (government)
Target population Consumer Voter/citizen
Nature of Homogeneous Heterogeneous
population
Nature of Firm specific/branding Non-specific/comprehensive
product/service
Environment Competitive and divisible Limited competitive

environment environment/monopoly

Organisational Maximise profit and market share Maintain order/seek support
goal (end)
Organisational Increase competitive advantage Rule enforcement and solutions to

social problems

Rank- (exam, merit) based pay
14 official ranks in Taiwan

Human resource Make Buy Make Buy

acquisition

Capability for Core capability Peripheral Core capability ~ Core capability

organisation’s capability

survival

Attribute of Innovation — learning/unlearning Rule enforcing Learning/

capability — provide unlearning —

stability provide

innovative

solutions to
social problems
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Any government, in contrast, operates in a non-competitive environment and cannot
divide its voters into those it wants to serve and those it wants to ignore. The
organisational goal of a public institution is to maintain social order and to seek support
from voters. Therefore, the means of reaching the organisational goal for a firm to
survive is simpler — to increase the competitive advantage of the organisation by
constantly innovating. For government, however, the means is at least twofold: rule
enforcement and social problem solving. Performing these two tasks well sometimes
requires different types of talent — the former needs talent that is more rigid and rule
abiding to maintain institutional continuity; the latter can think outside of the box and
propose creative methods to solve complex social problems.

In terms of make-or-buy HR decisions, firms believe that core capabilities must be
trained internally, whereas peripheral capabilities can be outsourced. This HRM strategy
may not apply to the public sector because, as informed by my empirical cases, both
make and buy decisions could potentially provide the core capability that a government
needs. For example, PPP is in essence a ‘buy’ decision in human capital management
strategy. In C1 (Table 2), the Taipei City Government, Department of Social Welfare,
Division of Welfare Services for Women and Child Care Centres, instead of providing
parent/child services in-house, purchased the service from an external supplier — an NGO.
According to our interviewee, who is in charge of this PPP project in the city
government, these parent/child services are a response to problems raised in the 2009
child/adolescent development public survey; this survey is conducted every three years
by the Taipei City Government. In that survey, Taipei citizens noted two major
challenges in raising children in the urban Taipei environment: a need for monthly public
subsidies for children and a lack of safe public space for parents and children to play.
Shortly after the survey, the Taipei City mayor introduced two new policies in the
Mayor’s White Book, promising to provide a monthly stipend of NT $2,500 to children
under 5 years old (beginning in 2011) and to build public parent-child centres for children
under 6 years old (beginning in 2011).

In fewer than three years, by utilising public-private collaboration, 13 new
parent-child centres were built and in active operation, which translates to at least one
centre per administrative district, all with easy access via public transportation®. Each
centre also offers unique and attractive programs crafted by the specific NGO in charge
according to its particular emphasis and expertise, such as children’ rights, children’s
theatrical productions, or early intervention programs for children with developmental
delays. These diverse children’s services are popular, not only garnering high satisfaction
among parents and children in Taipei but also attracting foreign visitors travelling with
small children. Obviously these public services could not have been provided within such
a short period of time and with such a diverse array of programs if the government had
not opted for the PPP ‘buy’ decision to expand human capital to provide a creative
solution to a social problem. Additionally, the ‘buy’ decision also provides the public
sector with an opportunity to learn or unlearn from external knowledge. Using this
parent-child centre example, this paper argues that the public sector does not function like
the private sector, which prefers to develop its core capabilities internally to increase its
firm-specific competitive advantages. The public sector must solve an array of social
problems and operate in a non-competitive environment. Citizens expect the
‘monopolistic’ public giant to offer comprehensive services instead of a firm-specific
service. In this setting, a ‘buy’ decision for the public sector does more than add
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peripheral capabilities; it develops the government’s core capabilities to attract wider
support from the public. PPPs provide the public sector with non-resident knowledge.

To more graphically depict a simulation to optimise organisational performance for
the public sector in terms of make-or-buy decisions, Figure 5 compares the private and
public sectors. In the private sector, where firms seek to achieve successful branding,
conventional wisdom suggests that the greater the percentage of human capital trained
internally and customised through the ‘make’ decision, rather than buying
non-firm-specific talent, the better (Bettis et al., 1992). The pure acquisition of
employment through a ‘buy’ decision for the entire firm may drive it from the market. In
the case of the public sector, a pure ‘make’ decision might maintain the organisational
status quo; however, any progressive move in the form of a vote share increase might
need to combine the ‘make’ and ‘buy’ decisions in SHRM to take full advantage of
knowledge acquired through the internalisation of externalised employment. This
combination can take two forms: to engage in organisational learning via periodic
make-and-buy decisions (periodic M&B) or to cultivate learning organisation via an
integrated make-and-buy decision (M&B).

Figure 5 Make-and/or-buy decisions

Private Sector

Buy Make and Buy Make
Non-firm-specific HR Semi-unique firm-specific HR Successful branding
Status quo Market share 20% rise 30% rise N% rise
(out of market) 10% rise
Public Sector Cost-free alliance as a spillover hub
Buy Make %?frill llrérlrt/[licg Periodic M&B Internalised M&B
Low HR cost High HR cost . Org Learning ~ Learning Org
allocation
——
Decay state Status quo Vote share 20% rise N% rise
(stability) 10% rise

The above-simulated comparison of public-private employment informs us that there may
not be a ‘best practice’ for HRM or strategy as some theorists have suggested [Becker
and Gerhart, 1996; Delery and Doty, (1996), p.803]. At the very least, the best practices
for a particular entity depend on the nature and the goals of the organisation. Questions
such as ‘best for whom?’ or ‘best for what?’ should also be considered. Moreover, the
analysis reveals that HRM is not static but is rather full of dynamics. HR systems are not
monolithic. By strategically managing the HR structure, an organisation can avoid its
decay and may even be able to equip itself with a greater capability to learn and adapt to
the changing environment.
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6 Concluding discussion

This paper begins with a puzzle — what is the key to a sustainable organisation? Whereas
most scholars agree that the answer of this puzzle is organisational learning,
organisational learning takes various forms. In this research, a HRM perspective (Argote
and Ingram, 2000; Gilley and Maycunich, 2000; Xie et al., 2014; Zahra, 2012) is used to
study how cross-sectoral partnership between the public and the third sector fosters
organisational learning in government. Theoretically, the research challenges the so
called ‘best practice’ for HRM [Becker and Gerhart, 1996; Delery and Doty, (1996),
p-803] and encourages scholars to look deeper by performing ‘best for whom’ or ‘best for
what’ analyses.

Grounded on five empirical PPP cases in Taiwan, the research makes four
contributions. First, it is one of the few studies to expand HRM to the non-private sector
and especially to cross-sectoral collaboration. Second, the study orients our scholarly
attention to view PPP as a potential expansion of the public sector’s HR structure and as
an opportunity to promote cross-sectoral knowledge flow and organisation learning.
Third, it demonstrates how the mode of organisational learning is dependent on HR
architecture and the social relation between actors. Last, a fundamental distinction
between a public and a private organisation is made before suggesting that although
conventional wisdom for a private firm is to have the greater percentage of human capital
trained internally through a ‘make’ strategy as part of the branding effort, the public
sector requires an integration of the make and buy strategies to both maintain the status
quo and continuously improve.

Having noted the above contributions, this research is only an exploratory study and
one of the few attempts to evaluate the potential impact of HRM in PPP on organisational
learning in the public sector. These findings should be cautiously generalised before more
empirical research, both qualitative and quantitative, is performed in the future to
scrutinise their relationship. Another limitation is that these research findings are only
based on a single Asian country and a few case studies. More case studies from different
countries worldwide or comparative studies across borders are encouraged to see if
culture or other unidentified variables play a role in the correlation between cross-sectoral
collaboration and knowledge flows in the government. Furthermore, this study also
shows the potential for future research to construct a typology on how uniqueness versus
diversity in human capital promotes competitiveness in different sectors of organisations
depending on various organisational goals and the organisations’ fundamental nature.
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1 The term ‘social interactions’ is used here interchangeably with other terminology, such as
social capital, social networks, and relational embeddedness (Adler and Kwon, 2002;
Granovetter, 1985; Nahapiet and Ghoshal, 1998).

2 http://www.theworldofchinese.com/2013/06/sit-for-the-exam-fight-for-the-rank/

Data from interviews conducted during 2013-2014 with the Taipei City Government and the
Wanhua  Parent-Child  Centre  website  [online] https:/taipei.parent-child.org.tw/
index.php?md=index&cl=info&at=aboutinfo&pfid=15.

4 Parent-Child Centre information and locations [online] https:/taipei.parent-child.org.tw/
index.php?md=index&cl=info&at=familytrafficinfo&pfid=1 (info in Chinese only).



