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ABSTRACT

This study provides new insights into social capital theory based on an analysis of
the rational strain of social capital theory as integrated in research into private
companies and the Marxist strain of social capital theory as integrated into the
research of state owned enterprises (SOEs) under the Chinese political economic
system. Institutional and organizational factors and interactions between people in
state owned enterprises and private companies have been shown to affect
individuals’ social capital. A primary objective of this thesis was to study the impact
of social capital in different types of companies on the inclusion of rural migrant
workers within urban communities. A case study approach has been used with data
gathered in Zoucheng city and Rizhao city in Shandong Province, where one large
SOE and four private companies are located. The study revealed that social capital
in private companies acts on the premise of mutual benefit and reciprocity. The study
analysed the reasons why private companies had an inclusive environment which
provided equal opportunities and career progression for rural migrant workers.
Employees in state owned enterprises are seen to be less efficient than those in
private companies — the causes have been analysed. Barriers to entry to state
owned enterprises are also seen to be higher for rural migrant workers. Snyder’s
Hope Theory has been applied, for the first time, in the context of social capital, to
examine employees’ social capital with respect to their hopes for career progression
in both the SOE and private companies. The empirical results demonstrate that a
closer relationship between employers and employees creates more social capital
and cohesion within private companies compared with state owned enterprises and
contributes to employees’ aspirations for career progression, as well as indicating
that potentially good career progression for employees depends on an effective
social structure in companies which contributes to the improvement of “weak ties”.
The norm of reciprocity such as “home culture” in private companies motivates
employees to expend effort to achieve their goals and develop their aspirations. This
norm of reciprocity in private companies could be viewed as propitious to the solution
of the problems of collective actions and in further improving the economic and
political performance of society. Thus, it is considered advisable for national macro-

economic policy to encourage the development of companies that possess this kind
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of social capital to which the less hierarchical management system has contributed,
as well as a close relationship between leaders and their employees (for example
linking social capital), cohesive staff networks promoted by the company leaders and

a corporate culture of reciprocity as the norm.

In addition, the increase in educational attainment of people from rural areas could
aid them in independently seeking employment in urban society. College graduates
from the countryside gain easier access to heterogeneous connections within
companies. With an improvement in educational attainment, rural workers, especially
those with junior college educational accreditation, such as that obtained from a
vocational technical college, were found by the research to be most urbanised.
Enhancing vocational skills training and cultivating skilful workers helps improve
relations and mutual trust within companies, which further assists rural migrant

workers’ work performance and inclusion within urban society.
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1.1 Introduction to the study

“Urbanisation has the greatest potential for boosting domestic demand.” proposed by
Li Kegiang, a member of the Political Bureau of the CPC Central Committee and
premier of the State Council at a symposium on economic and social development
and reform research on 19/12/2012. He added that China’s needs, as a big country,
should be based on domestic demand; urbanisation could contribute to the biggest
domestic demand sector (Li 2012).

Related statistics have shown that urban residents spent 3.6 times more than rural
dwellers in 2010, with the average annual consumption of urban and rural residents
standing at 15,900 yuan (US $2,525) and 4,455 yuan (US $707) respectively. Based
on those figures, it is estimated that every rural resident who becomes an urban
dweller will increase consumption by more than 10,000 yuan (US $1,587).
Furthermore, the urbanisation rate of developed countries has reached 80 per cent,
and some developing countries with similar average income levels to China topped
60 per cent (Li 2013). The promotion of a coordinated urban-rural development is a
major source of domestic demand (Li 2013).

China currently has 240 million rural workers, about 150 million of whom have left
the countryside to seek jobs. Li has a plan to boost China's urban population by 400
million over the next decade (Li 2013). On March 16, Premier Li Kegiang's State
Council and the central committee of the Communist Party released the “National
New-type Urbanisation Plan (2014-2020)", which sets clear targets: By 2020 the
country will have 60 per cent of its people living in cities, up from 53.7 per cent now
(Roberts 2014). However, the plan faces huge obstacles, including a lack of
infrastructure in cities to deal with an influx of new residents and the cost of building
to house them (Reuters 2013). Young migrant workers wanted to stay in the cities
they had moved to, but few had access to social security, education and housing
benefits under the rigid registration, or "hukou" system (Reuters 2013).

The issue of the inclusion of rural migrant workers within urban communities is
constrained by historical factors and institutional factors in China. Labour’s
transmigration from countryside to cities is driven by policy and individual rural
migrant workers, and is part of global cultural and economic changes. The
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transmigration from countryside to cities is also of interest as part of a system
reconstruction because of the former urban-rural separation system (Chan and
Buckingham 2008). The first classification of the Chinese household registration
system is the hukou “type” or “nature”, commonly referred to as "“agricultural” and
“non-agricultural” hukou. The location of an individual’'s household registration
makes a significant difference in terms of payment and other social welfare benefits
(Huang and Wang 2012). This is because, if people are born in the cities, they will
get an urban household registration/urban hukou, and if people are born in the rural
areas they will get a rural household registration. All kinds of permits can only be
processed with hukou; and all kinds of benefits depend on your hukou (Fan 2008).
Even when migrant workers have been working in cities for years, they are normally
not entitled to pensions, medical care and housing subsidies (Huang and Wang
2012).

By binding peasants to the countryside and setting the prices of agricultural goods
low, the state was successfully focusing investment and subsidies on urban areas
and industrialisation (Fan 2008). Despite the economic reforms and many changes
to hukou registrations that have facilitated rural-urban migration since the 1980s,
formidable barriers between the rural and the urban segments of society persist (Fan
2008). The hukou system has also reinforced a dualistic system, and has fostered a
deep divide between the city and the countryside (Fan 2008). Because of the
segmentation of rural and labour markets as well as the underdevelopment of social
welfare system, labour costs in China are distorted (Huang and Wang 2012). Market
forces have not come more fully into play in this area. A series of government
reforms ensued including those of July 2014 that eliminated the dual rural/urban
nature of HuKou to better address inequality in residency and build more equitable
access to federal services for all Chinese (Cui and Cohen 2015). Officials have been
calling for “equal rights” for all urban residents. A new word has entered the party
lexicon: shiminhua, which means turning a migrant into an urbanite with all the
advantages of a city hukou-holder. The declared aim of urbanisation now is not just
to move people into cities, but, more importantly, to make urbanites of them
(Shambaugh 2016).
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This study is oriented by its focus on the ways in which these workers have been
and are being integrated into urban working activities and society in the context of
their working environment (private companies and SOEs). The resources rural
migrant workers can access to help them integrate into the urban working activities
are influenced by their social networks and the social structure which are both
connected to the social and organisational system. Therefore, this study explores
how social capital is affected by institutional and organizational factors of a SOE and
private companies for the inclusion of rural migrant workers within urban

communities in the context of their working environment.

Social-capital models will be utilised in an attempt to address these questions and
issues around migration and integration. Social capital models are outlined as

follows:

For Bourdieu: “Social capital is the sum of the resources, actual or virtual, that
accrue to an individual or group by virtue of possessing a durable network of more or
less institutionalized relationships of mutual acquaintances and recognition
(Bourdieu 1986: 248)” According to this definition, social capital is associated with
social relationships’ network of mutual acquaintances and recognition. Further, this
social relationship network is more or less institutionalised. Therefore, institutions
play a leading role in this social capital model. The Marxist strain of social capital
theory (Bourdieu 1986) is integrated into the research of SOEs in this study. For
details see chapter 2.

Moreover, Coleman has defined social capital as a function of social structure which
produces advantages (Coleman 1990: 302; from Coleman 1988: S98 cited by Lin et
al. 2001): “Social capital is defined by its function. It is not a single entity but a variety
of different entities having two characters in common: they all consist of some
aspects of a social structure, and they facilitate certain actions of individuals who are
within the structure.” (Coleman 1990: 302; from Coleman 1988: S98 cited by Lin et
al. 2001) Lewandowski maintained that social capital amounts to those organised
bridging connections between and among individuals that have functional utility. This
definition provides a framework for analysis of social capital at the middle range level
relevant to organisational structure. The scope of meso-level social capital equates
social capital at the social scale from the level of communities (Grootaert 1998,
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Grootaert and Bastelaer 2001). Furthermore, central to this economic or rational
strain in contemporary social capital theory is the rational choice conception of the
actor as an essentially self-interested individual whose behaviour, guided by
instrumental reason, always takes the form of strategic action. Coleman seeks to
explain how individual rational action is translated into systemic or collective action
via shared norms and studies how individual rational action is collectively organised
to ensure the effective realisation of self-interested utility-maximisers. Therefore,
individuals’ and collectives’ rational choice plays a leading role in this social capital
model. The rational strain of social capital theory (Coleman 1990a) is integrated into
the research of private companies. For details see chapter 2.

In addition, the democratic strain in current social capital theory conceives of social
capital as the communal inventory of “generalised trust” and social norms which
facilitate the kinds of mutual obligations that make democracy work. For Putnam
social capital enables the democratic resolution of collective action problems (id est.
“free-rider” problems). In the democratic strain in social capital theory, social norms
are understood as nothing less than those “we” — constraints that enable the
collective realisation of democratic ideals (Lewandowski 2006). Therefore, normative
bonding (Lewandowski 2006) plays a leading role in this social capital model.

In summary, the researcher studies the respective social capitals from the
perspective of functions of institutions (for example, the Marxist strain of social
capital theory), rational choice (for example, the rational strain of social capital
theory) and norms at the micro level, meso level and macro level for the inclusion of

rural migrant workers within urban communities.

A nation’s management philosophy can be achieved through company management
models/company systems/institutions at the meso level. Company systems influence
rural migrant workers’ social networks and resources. Meso level social capital that
companies have, macro level social capital (institutions) and micro level social
capital (individuals) are linked with each other. Therefore, this study also builds a
model by combining meso level social capital (companies), with macro level social
capital (institutions) and micro level social capital (individuals).

This study researches how institutional and organisational factors and the structure
of relations between persons and among persons of SOEs and private companies
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affect the inclusion of rural migrant workers in the context of their working
environment. Particularly, in terms of meso level social capital that companies have,
the study analyses the career progression of employees (existing urban workers and
rural migrant workers); relationship networks in organisations; power and control;
trust; job satisfaction; interaction; influence of urban residents on the assimilation
process of rural migrant workers in the context of their working environment; job
opportunities and motivation. This was carried out by analysing data collected from a
state-owned enterprise and four private companies in Shandong Province. This
provides the data to evaluate urban-rural integration in the context of rural migrant
workers’ working environment within a framework of social capital. The evaluation of
meso level social capital that different types of companies have for the inclusion of
rural migrant workers within urban communities in the context of their working
environment also gives insights for Chinese macroeconomic policies. This study is
different because:

1.1t explores for the first time a collectivist economic planning period/command
economy relevant to SOEs from the perspective of the Marxist strain of social capital
theory (Bourdieu 1986) and “mechanical solidarity” (Durkheim 1893 cited by Lukes
2014). It explores for the first time the democratic strain of social capital (Putnam
2000) from the perspective of the political economic system in China. It explores for
the first time socialist market economic system from the perspective of “organic
solidarity” (Durkheim 1893 cited by Lukes 2014) and the rational strain of social
capital (Coleman 1990a) in the context of the Chinese political economic system. It
researches into the social capital in organisations (meso level social capital) and the
social capital of individuals (rural migrant workers and existing urban workers) (micro

level social capital) in China.

2. The study integrates, for the first time, the Marxist strain of social capital theory
(Bourdieu 1986) into the research of SOEs and integrates for the first time the
rational strain of social capital theory (Coleman 1990a) into the research of private
companies and further refined these theories in the Chinese political economic
system. A similarity can be observed between the Marxist strain of social capital and
social capital that is in SOEs, and there is also a similarity between the rational strain

of social capital and social capital that are in private companies. Bourdieu’s (1986)
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view of the Marxist strain of social capital theory illustrates that social capital is
associated with social relationships and a network of mutual acquaintances and
recognition; further, this social relationship network is more or less institutionalised.
Therefore, institutions play a leading role in this social capital model. This
institutionalised network of relationships is a product of investment strategies aimed
at establishing or reproducing social relationships that are usable in the future.
Because of the leading role of command political economic regimes in the SOE
(state owned enterprises) (for details, see 3.1 and 5.3), a similarity can be observed
between the Marxist strain of social capital and social capital that is in SOEs.

Furthermore, Coleman’s rational strain of social capital indicates that social capital
worked in a way that was broadly comparable to, and congruent with, the role of the
“invisible hand” of the market in classical economic theory (Heinze and Strunck
2000:179 cited by Field 2008). Central to the economic or rational strain in
contemporary social capital theory is the rational choice conception of the actor as
an essentially self-interested individual whose behaviour, guided by instrumental
reason, always takes the form of strategic action (Lewandowski 2006). Individuals in
private firms are allowed to devise their own rules and enforce these rules to deal
with the daily concerns insofar as those rules are “within the broad set of potentially
lawful rules that are theoretically consistent with the larger constitutional system”
(Ostrom, Gardner and Walker 1994: 39 cited by Ostrom and Ahn 2013). For detalils,
see 3.3 and 5.4. Therefore, there is also a similarity between the rational strain of
social capital and social capital that is in private companies.

3. The rational strain of social capital suffers from “rational reductionism”. This strain
similarly eliminates any account of the thickness, or normative density, of trust
relations as central to the rational school of thought in contemporary social capital
theory and is the rational choice conception of the actor as an essentially self-
interested individual whose behaviour, guided by instrumental reason, always takes
the form of strategic action; this school of thought reduces social norms to rational
norms, and conceives of trust horizontally, as merely a bridging resource that
facilitates individuals’ realisations of their rational interests (Lewandowski 2006).

Bourdieu’s Marxist strain in current social capital theory suffers from a tendency

towards functionalistic homologism — that is a non-voluntary predisposition. Social
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norms in this school of thought are primarily pre-reflective, stratifying norms of
consumption that, for instance, predispose some actors to “choose” to drink beer

instead of wine.

The democratic strain in contemporary social capital is what might best be described
as “moral inflationism”. In this strain of social capital theory, associated actors are
not rationally organised individual actors. Rather, they are social facts that cultivate
the “habits of acting together in the affairs of daily life” upon which democratic
society depends (Tocqueville 1969). Here the “technique of association” (Tocqueville
1969) creates normatively thick forms of mutual trust in which inter-subjective moral
obligations are acquired and reinforced in the day-by-day working together and
associating with others; however, the resolution of collective action problems may
take place in many associations and social groups do not in any necessary way
entail the fostering of democratic mores among individual association members or
between associations and social groups. This strain inflates the morally bonding
function of social norms into association-transcending democratic idealism
(Lewandowski 2006).

This study has offered a new insight into these theories for the first time based on
the research into the meso level social capital that organisations (private companies
and SOE) have in China as this study integrates the Marxist strain of social capital
theory (Bourdieu 1986) into the research of SOEs and integrates the rational strain
of social capital theory (Coleman 1990a) into the research of private companies.

4. Snyder’s Hope Theory (Snyder 2000) is used for the first time in this context of
social capital to evaluate employees’ / rural migrant workers’ social capital with
respect to their career progression in private companies and state-owned
enterprises. A close relationship between employers and employees created social
capital which was evidenced by more cohesion within the private companies and an
obvious contribution to employees’ hopes. For details see 5.1.

5. This study analyses the important trust in organisations between registration
(hukou) groups and age groups. There is a greater extent of mutual trust between
those with non-agricultural and agricultural hukou in private companies. For details
see 5.4.
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6. This study analyses the difficulties faced by rural migrant workers brought about
by urbanisation. Many peasants who had been compensated for their land which had
been acquired for urbanisation found it hard to restart their careers in cities. They
found this transition difficult. Rural migrant workers in the city with lower educational
attainment felt they lagged behind urban workers in many respects. For details see
5.8.

7. This study further analyses reasons why private companies have an inclusive
environment that provides equal opportunities and career progression for rural
migrant workers and also analyses reasons why employees in the state owned
enterprise are inefficient in their work and reasons why the employment in SOE is
seen to be comparatively higher for rural migrant workers. For details see chapter
5.10 and 5.11.

8. This study analyses the relationship network of employees in both types of
companies. As bonding social capital from line managers excludes people who are
outside particular spheres of influence in the private companies, this study explains
how to promote social inclusion between line managers and employees in private
companies. The prevention of the formation of cliques/strong bonding social capital
between line managers and employees in private companies can also help rural
migrant workers’ social inclusion. For details see 5.2.

9. This study clarifies the relationship between trust and educational attainment, and
highlights the importance of education such as vocational technical education for
rural migrant workers. This study also explores how different interactions affect
individuals’ social capital inside companies. For details see 5.5 and 5.6.

10. This study analyses rural migrant workers’ working environment with respect to
gender. Female rural migrant workers interacted with colleagues more than males.
This also explained the reason why female rural migrant workers thought their
working environment was more harmonious than males. Male rural migrant workers
needed to strengthen interaction with their colleagues. Activities that were organised
by companies would help strengthen the interaction with their colleagues. For details
see 5.9.
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11. This study identifies the motivation of rural migrants moving to urban
communities and also incorporates rural migrants’ social ideology, emotions and
values, such as their self-perceived ID as urban or rural into the research of urban-

rural integration. For details see 5.8.

1.2 Study objectives

In the 1980s and 1990s, rural-urban migrants were denied local hukou and were
viewed as temporary residents in their host cities. They had no social and political
rights and suffered discrimination from urban administrators. Since 2003, there has
been an overall change in the implementation of developmental goals and strategies
in China. Social harmony was underlined as a goal that is as equally important to
economic growth. In the 2000s, the State identified substantial steps to redress the
unequal treatment of rural migrants. The reforms implemented in the past few years
partially removed the inequality between rural migrants and urban residents.
However, there is still a gap in terms of the membership status between the two, as
reflected in the social and political rights practiced in the host cities (Li 2011). Even
when migrant workers have been working in cities for years, they are normally not
entitled to pensions, medical care and housing subsidies (Huang and Wang 2012).
Officials have been calling for “equal rights” for all urban residents. The declared aim
of urbanisation now is not just to move people into cities, but, more importantly, to
make urbanites of them (Shambaugh 2016). This study evaluates the issues such as
career progression, mutual trust and reciprocity, job satisfaction, power and control
and difficulties faced by rural migrant workers brought about by urbanisation arising
from the inclusion, within the context of their working environment (private
companies / SOEs), of migrants from rural areas, using social-capital theory to
measure the process and extent to which harmonious and productive urban-rural
working environment has been constructed and the balanced development between

the city and the countryside facilitated.

The research objectives are as follows:

1. To identify the motivation of rural migrants moving to urban communities in
China.
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2. To analyse the assimilation process of rural migrant workers in private
companies and SOEs in Shandong Province and the influence of pre-existing
urban employees in these organisations on them.

3. To evaluate the contribution of social capital to the above assimilation process in
the context of the Marxist and rational strains of social capital theory.

The author has chosen this subject area for the study because of its importance in
influencing economic growth based on the smooth transition of rural to urban
migration and a personal interest in considering this massive and significant change
area in the People’s Republic of China (PRC).

1.3 Outline of research methodology

It is useful to utilise, whenever possible and appropriate, different research tools or
data collection methods (Turner et al. 2011). Therefore, the researcher used both
guantitative and qualitative approaches in this research to provide a more complete
set of findings and to verify the validity of findings by cross-checking them using the
two methods. Quantitative research and qualitative research are complementary
strategies used to contribute to the researcher’s understanding and knowledge.

The objectives addressed using the following:

1) Questionnaires

A pilot study was carried out first. A draft questionnaire was refined following

interviews with three managers and 30 questionnaire surveys.

Purposive sampling (Denscombe 2010) using a questionnaire based survey was
carried out on rural migrant workers and urban workers in private companies and a
state owned enterprise. Multi-stage sampling (Richardson 1992) was also carried
out. In total 549 useful responses were achieved. Based upon important
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characteristics that were assessed to be meaningful and relevant to the objectives,
specific sample groups were drawn from a sample of staff in private companies and
a sample of staff in the state owned enterprise. The sample groups contained a mix
ranging from staff changing from “agricultural to non-agricultural” status in the private
companies, staff with “agricultural household registration” in private companies,
urban workers in private companies, staff changing from “agricultural to non-
agricultural” status in the state-owned company, staff with “agricultural household
registration” in the state-owned company and urban workers in the state-owned
company. Additionally, snowball sampling was also used complementing purposive
sampling. With snowball sampling the sample emerges through a process of
reference from one person to the next (Denscombe 2010). Selection is based on
trust relations (relatives, friends and classmates) and referrals with different groups.
Respondents were sought in two population centres in China. As this research
focuses on how social capital is affected by institutional and organizational factors of
SOEs and private companies for the inclusion of rural migrant workers within urban
community, the initial study took place in a large state owned and four private
companies in Zoucheng city and Rizhao city in Shandong Province. Sampling
methods are described in Chapter 4.

2) Interviews of rural migrant workers and selected managers

Ten rural migrant workers from Zoucheng city, in Shandong Province were
interviewed in order to understand rural urbanisation in their hometown-villages and
the motivation behind their move to urban communities and to ask their opinions
about city life, urban workers and rural workers. The transcripts of the interviews
were analysed together with quantitative data gathered during the research to
provide a more complete view (See 5.8). In this process, the researcher understood
there are difficulties experienced by rural migrant workers as a result of urbanisation
and their difficulties were analysed through interviews as presented in 5.8.
Furthermore, twelve selected managers in private companies and a state owned
enterprise were interviewed to investigate their thoughts regarding the best way rural

migrant workers can develop their career and be included within urban communities.
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Selection is based on trust relations (relatives, friends and classmates) and referrals
with different groups.

The interviews were semi-structured, with only a standard set of questions that were
designed to help initiate and guide the interview process. This is because semi-
structured interviews allow some questions to be created during the interviews,
allowing both the interviewer and interviewees the flexibility to probe for details or
discuss issues. The information obtained from semi-structured interviews will provide
not just answers, but the reasons for the answers (Grove 1990). Accordingly, semi-
structured interviews can allow the researcher to follow and explore employees’ own

thoughts and gain more complete information than structured interviews.

1.4 Thesis outline

The study is organised as follows:

Chapter 1 Introduction

Chapter 2 Theretical/philosophical foundation
Chapter 3 Literature Review

Chapter 4 Methodology

Chapter 5 Data Analysis and Discussion

Chapter 6 Conclusion
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CHAPTER TWO

Theoretical philosophical foundation
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Lewandowski (2006) considered it possible to identify three prevalent strains in

contemporary social capital theory.

First, there is a critical or Marxist strain of social capital theory, exemplified by the
work of Pierre Bourdieu (1992); second, there is a political or democratic strain of
social capital, developed most prominently by Robert Putnam (2000), which is one of
the hallmarks of contemporary neo -Tocquevillean political science and democratic
theories of associations (groups of people); third, there is an economic or rational
strain of social capital, found most notably in the rational choice theory of Gary
Becker (1990: 41) and James Coleman (1990a) (Field (2008); Lewandowski (2006)).

Heinze and Strunck identified the market’s invisible hand (2000:179) (cited by
Field 2008):

Coleman defines social capital as a function of social structure producing
advantages (Coleman 1990: 302; from Coleman 1988: S98 cited by Lin, et al. 2001):
“Social capital is defined by its function. It is not a single entity but a variety of
different entities having two characters in common: they all consist of some aspects
of a social structure, and they facilitate certain actions of individuals who are within
the structure (— Coleman’s rational strain of social capital (1990)).

Lewandowski (2006) maintained that central to the economic or rational strain in
contemporary social capital theory is the rational choice conception of the actor as
an essentially self-interested individual whose behaviour, guided by instrumental
reason, always takes the form of strategic action. The *“utility function”, as Gary
Becker (1990: 41) describes it, serves to minimise transaction costs and maximise

outcome.

Coleman has claimed that social capital worked in a way that was broadly
comparable to, and congruent with, the role of the ‘invisible hand’ of the market in
classical economic theory (Heinze and Strunck 2000:179 cited by Field 2008).
Smith’s description of the invisible hand theory states that individuals pursuing their
own interest frequently promote the good of society than when he really intends to
promote it. According to the invisible hand theory, each of us, acting in our own self-

interests, generates a demand for goods and services that compels others to deliver
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those goods and services in the most efficient manner so that they may be able to
receive compensation from others and make a profit in doing so. In this process,
resources are allocated in the most efficient manner, in contrast to a process that
relies on a centrally planned system (Guinness and Wiseman 2011).
Correspondingly, individuals in private firms are allowed to devise their own rules
and enforce these rules to deal with the daily concerns insofar as those rules are
“within the broad set of potentially lawful rules that are theoretically consistent with
the larger constitutional system” (Ostrom, Gardner and Walker, 1994: 39 cited by
Ostrom and Ahn 2013). That being the case, there is a similarity between the rational
strain of social capital and social capital that is in private companies. Social capital in
private companies may work in a way that is also congruent with the role of the
‘invisible hand’ of the market and rational choice in classical economic theory. The
rational strain of social capital theory (Coleman, 1990a and Becker, 1990) has been
integrated into the research of private companies in this study.

However, as a consequence of such individualist rationality assumptions regarding
the nature of human action as utility-maximisers, the rational strain of social capital
theory understands trust among actors as a horizontally thin, organisational network
which functions to bridge and coordinate individual action (Hardin 2000). Rational
choice theory has no place for affect — that is, for such basic elements of human
behaviour as altruism, love and friendship (Misztal 1996: 80-8; Sztompka 1999: 66;
cited by Field 2008). Coleman (1994) sought to integrate economic and social theory
on the basis of rational choice theory (Field 2008). Lewandowski believed that by
horizontalising trust, this strain similarly eliminates any account of the thickness of
trust relations. An analysis of the social character of action, norms and trust are thus
omitted entirely in the rational strain in contemporary social capital theory. For that
reason, in this study, social capital in the private companies is researched to
determine whether it provides an inclusive environment for rural migrant workers and

employees.

Government’s visible hand (Liebman and Mihaupt, 2015):

Bourdieu (1986, 248) provide a concise definition: “Social capital is the sum of the
resources, actual or virtual, that accrue to an individual or group by virtue of

possessing a durable network of more or less institutionalized relationships of mutual
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acquaintance and recognition.” Therefore, institutions play a leading role in this
social capital model. An SOE is an economic enterprise, typically taking the form of a
corporation, whose shares are wholly or significantly owned by a state agency or
organ. The SOE thus places the state in dual and often conflicting roles: as
institution designer and enforcer on the one hand, and as a direct, commercial
participant in the economy, on the other (Liebman and Mihaupt 2015). Because of
the leading role of command political economic regimes in the SOE (for details, see
3.1 and 5.3), a similarity can be observed between the Marxist strain of social capital
and social capital that is in SOEs.

The Marxist strain of social capital theory (Bourdieu 1986) has been integrated into
the research of SOEs in this study. Institutionalized relationships can be formed by
government’s regulation and control (government’'s visible hand (Liebman and
Mihaupt 2015)). Bourdieu thought that the ‘possession’ of particular durable social
relationships may provide for differential access to resources. In this view, ‘social
capital’ is certainly not an attribute of ‘society’ as a whole, but an aspect of the
differentiation of classes (Harriss 2002). Social capital, in this view, is really an
instrument of power (Harriss 2002). For Bourdieu, social groups are implicit or
probable classes in the sense that their existence, identity, and membership are
determined by non-voluntary predispositions shaped by everyday struggles over the
consumption and distribution of limited economic, social and cultural resources (Kay
and Johnston 2007). Bourdieu (1986) has identified that social capital promotes
inter-group distrust and struggles although it facilitates intra-group mutual
recognition, solidarity, and obligations among individual group members as he
conceives of social capital as a socio-cultural marker (Lewandowski 2006).
Accordingly, in this study, social capital in one SOE has been analysed to assess
whether an inclusive environment has been provided for rural migrant workers and

employees.

The research into the social capital in different types of companies has offered a new
insight into these theories for the first time in the context of the Chinese political

economic system.

Social capital “inheres in the structure of relations between persons and among

persons.” (Coleman 1990: 302). Social capital is the contextual complement to
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human capital. The social capital metaphor is that the people who do better are
somehow better connected. Certain people or certain groups are connected to
certain others, trusting certain others, and are obligated to support certain others,
dependent on exchange with certain others. Holding a certain position in the
structure of these exchanges can be an asset in its own right. That asset is social
capital (Lin et al. 2001). Further, in organisational contexts social capital consists of
the stock of active connections among people: the trust, mutual understanding, and
shared values and behaviours that bind the members of human networks and
communities and make cooperative action possible (Fukuyama 1995; Cohen and
Prusak 2001 cited by Widen-Wulff 2007). Bourdieu is often quoted in defining social
capital as the resources that result from social structure (Bourdieu and Wacquant
1992: 119, expanded from Bourdieu 1980 cited by Lin et al. 2001). Coleman defines
social capital as a function of social structure producing advantages (Coleman 1990:
302; from Coleman 1988: S98 cited by Lin et al. 2001). Putnam (1993: 167)
discusses the focus on action facilitated by social structure: “Social capital refers to
features of social organisation, such as trust, norms and networks that can improve
the efficiency of society by facilitating coordinated action.” They all agree social
structure is a kind of capital which can create for certain individuals or groups a
competitive advantage in pursuing their ends. Better connected people enjoy higher
returns (Burt 1992 cited by Lin et al. 2001). Social capital is the stock of shared
resources which are accessed based on relationships (Tymon and Stumpf 2003
cited by Widen-Wulff 2007). Research programmes should seek to clarify how
individuals are afforded and constrained by their relative accessibility to resources
embedded in the social structure, and how they take actions to mobilize the
embedded and accessible social resources to generate returns for their own well-
being (Lin, Fu and Hsung cited by Lin et al. 2001).

Therefore, this study brings together the analysis of relationship structure among
people in SOEs and private companies respectively. It researches how rural migrant
workers within urban communities are included in the context of their working
environment, thus demonstrating the meso-micro linkage and dynamic interactive

effects in the structure of relationships in different types of companies.
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Snyder Hope Theory (Snyder et al. 2008) is also applied to examine the social
capital and structure of relationships between persons and among persons in
companies. The hope recipe is a short one with three ingredients: 1. Set clear goals
that one values. 2. Think about how one can reach those goals. 3. Call forth the
motivation to use those routes (agency thinking) (Snyder et al. 2008). Hope is
defined as the perceived ability to produce pathways to achieve desired goals and to
motivate oneself via agency thinking to initiate and sustain movement along those
pathways (Snyder and Lopez 2011). Therefore, workers who feel that there is
potential for career progression within the company for which they work then have
the perceived ability to produce pathways to achieve that career progression. One
means of increasing aspiration within the workforce is to provide established
environments which foster the achievement of goals (Snyder and Feldman 2000
cited by Snyder 2000). This perceived ability to produce pathways to achieve desired
goals depends on the provision of a good working environment/organisational
structure contributing to social capital for workers’ career progression by the
companies concerned. This study researched what type of company promotes
workers’ career progression and then researched the relevant factors within this type
of company that enable employees to have this perceived ability to produce
pathways to achieve their career progression.

“Pathways thinking” refers to one’s belief that one can find a workable route to one’s
goals (Snyder et al. 2000). A major characteristic shared with the pathways
component of hope theory is the explicit emphasis on finding one or more route to
reach the problem-solving solution (D’Zurilla 1986 cited by Snyder et al. 2000).
Workers who have experienced career progression within their companies had
pathways to build social relationships with those whom they hope would provide the
most assistance with career progression. This raises the question, “Who helped
them with their career progression?” It is important to understand the
processes/pathways, and then to develop the social capital that facilitates those in
order to contribute to the persistence of the belief that the pathways identified will
eventually lead to their desired goal. This is because in addition to identifying a
workable pathway, a person must also have the motivation to progress along that
imagined route to the goal. Within hope theory, the goal-directed determination that
underlies such movement is referred to as agency (Snyder et al. 2000). Pathways
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and agency thoughts iterate, and together drive goal attainment and nonattainment.
The consequences of attaining or not attaining the goal then produce emotional
reactions. That is, in hope theory, the emotions result from the hope-related
cognitions that flow from one’s perception of either having attained or not attained
the desired goal/career progression (Snyder et al. 2000). Furthermore, higher hope
corresponds with enhanced interpersonal relationships (Snyder and Lopez 2011).
Therefore, if rural migrant workers have high hopes for their career progressions,
interpersonal relationships between rural migrant workers and urban workers will be
enhanced, which is good for rural migrant workers’ inclusion within urban

communities in China.

The application of Snyder Hope Theory to examine the social capital in companies
shows what type of company and what kind of structure of relations in companies
promote employees’/rural migrant workers’ career progression and employees’

collective cohesion. For details see 5.1.

Furthermore, the economic and political performances of societies, from villages to
international communities, depend critically on how the members of a community
solve the problem of collective action (Ostrom and Ahn 2010). Collective-action
problems arise whenever individuals face alternative courses of actions between
short-term self-regarding choices and one that, if followed by a large enough number
of individuals in a group, benefits all. The problem is one of overcoming selfish
incentives and achieving mutually beneficial cooperative ways of getting things done.
Ostrom (1998) thought that solving the dilemma of collective actions is not that easy;
whatever others do, an individual is always better off in the short run by not
cooperating with others (cited by Ostrom and Ahn 2010). Collective-action problems
have been considered the central problem of political science (Social capital is
viewed as an attribute of individuals and of their relationships that enhances their
ability to solve collective action problems (Ostrom and Ahn 2010). Social capital
makes an organisation, or any cooperative group, more than a collection of
individuals intent on achieving their own private purposes (Cohen and Prusak 2001).
Three broad forms of social capital that are particularly important in the study of
collective action have been selected: (1) trustworthiness, (2) networks, and (3)

formal and informal rules or institutions (Ostrom and Ahn 2010). Trustworthiness,
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networks, organisational institutions and structure (how people are connected with
each other in companies) have been studied respectively in private companies and
one SOE to evaluate the organisational ability to promote mutual reciprocity between
rural workers and urban citizens and cohesion among employees in the context of

their working environment. See chapter 5.
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Introduction

The first three subchapters in the literature review form a macro level analysis of the
collectivist centrally planned economy relevant to SOEs from the perspective of the
Marxist strain of social capital theory (Bourdieu 1986) and “mechanical solidarity”
(Durkheim 1893 cited by Lukes 2014); a macro level analysis of the democratic
strain of social capital from the perspective of the political economic system in China
and a macro level analysis of socialist market economic system from the perspective
of “organic solidarity” (Durkheim 1893 cited by Lukes 2014) and the rational strain of
social capital (Coleman 1990a) in the context of the Chinese political economic
system. Subsequently, within subchapters, internal migration in China is considered
in light of social capital and its impact on rural migrants. The final subchapter in the
literature review constructs the theoretical frame of social capital and research model
building. A model combining meso level social capital (companies), with macro level
social capital (institutions) and micro level social capital (individuals) is revealed, thus
linking a macro level analysis of social capital in China to the meso level analysis of
social capital in organisations (private companies and an SOE) and the micro level
analysis of the social capital of rural migrant workers.

State owned enterprises remain the backbone of the Chinese economy (Peverelli
and Song 2012). The operational mechanism of SOEs reflects Chinese
macroeconomic policies to a certain extent. Therefore, in this chapter the collectivist
economic planning period/command economy, which is related to SOEs, has been
analysed and the question of whether state owned enterprises (SOEs) can provide
rural migrant workers with an inclusive environment and if a bond of sympathy and
cohesion is developed between members of SOEs is posited. This chapter then
analyses the importance of ‘bridging’ and ‘linking’ forms of social capital, and finds
that the initiation of ‘bridging’ and ‘linking’ forms of social capital is required.
Coleman’s rational strain of social capital indicates that social capital worked in a
way that was broadly comparable to, and congruent with, the role of the ‘invisible
hand’ of the market in classical economic theory (Heinze and Strunck 2000: 179
cited by Field 2008). However, central to the economic or rational strain in
contemporary social capital theory is the rational choice conception of the actor as
an essentially self-interested individual whose behaviour, guided by instrumental
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reason, always takes the form of strategic action (Lewandowski 2006); this strain of
social capital theory understands trust among actors as horizontally thin
(Lewandowski 2006). Therefore, this chapter poses the research question of whether
the market mechanisms can play their regulatory role in promoting universal
prosperity with respect to their working environment in China. At the meso level, this
chapter discusses the leadership styles of Chinese companies and poses the
research question of whether such leadership styles can assist in the company’s
development and the inclusion of rural workers within an urban society. This chapter
also expounds the theoretical framework of social capital, thus, the macro level
analysis of social capital in China is linked to the meso level analysis of social capital
in organisations (private companies and an SOE) and the micro level analysis of the

social capital of rural migrant workers.

3 Literature review

Lewandowski (2006) thought that social capital consists of those networks of trust
and social norms that facilitate human actions of various kinds (cited by Edwards et
al. 2007). An early concept of social capital can be seen in Hanifan's discussions of
rural school community centres (Hanifan 1916). He used the term to describe: “those
tangible substances that count for most in the daily lives of people.” (1916: 130).
Hanifan was particularly concerned with those factors such as, good-will, fellowship,
sympathy and social intercourse within the “make up of a social unit”. A broader,
more modern view (World Bank 1999) is that: “Social capital refers to the institutions,
relationships, and norms that shape the quality and quantity of a society's social
interactions”. Thus, there are three main actors, the individual, the community and

national/international institutions, including the government.

The position on social capital as a collective asset is represented by the works of
Coleman and Putnam (Lin et al. 2001). Coleman (1994) and Putnam (1993, 1995)
have tended to emphasise the importance of horizontal linkages. Coleman places
emphasis upon the role of the individual in a “rational theory” approach where the
essence of social capital consists of activities and relationships freely engaged in by
individuals. Putnam sees the main coordinating role at a community level. Other

writers, for example, Evans (1996) and Skocpol (1996) are more supportive of the
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role of central government (cited by Warner 2001). Consequently, all the named
authors emphasise the link between the individual and society but strongly disagree

as to the relationship between prime actors (Grootaert et al. 2008).

Some argue that when harnessed social capital generates economic returns at the

organisational level (Cohen and Prusak 2001: 10):

Better knowledge sharing - owing to established trust relationships, common frames
of reference, and shared goals.

Lower transaction costs - owing to a high level of trust and a cooperative spirit

Low turnover rates — thus reducing costs, avoiding discontinuities, and maintaining

valuable organisational knowledge.

Greater coherence of action - owing to organisational stability and shared

understanding.

Putnam (1993: 167) preserves the focus on action facilitated by social structure:
“Social capital here refers to features of social organisation, such as trust, norms,
and networks, that can improve the efficiency of society by facilitating coordinated
action.” For Putnam social norms facilitate the kinds of mutual obligations and
cooperative actions that make democracy work. Correspondingly, studies by Putnam
(1993) suggest that high levels of social capital contribute to improved child
development, population health, safety, security, levels of friendliness, happiness

and well-being, in addition to economic prosperity.

However, Putnam’s (1993) conception of social capital inflates the morally bonding
function of such norms into association-transcending democratic ideals.
Communities that bond strongly can neglect the people and spaces beyond their
own community. Thus, “bridging” and “linking” forms of social capital may ensure that
the outcome of this economic system is directed to the benefits of all of society
(Halpern 2005). Viewed within this framework of the rational choice conception of
action, social capital amounts to those organised bridging connections between and
among individuals, which have functional utility (Lewandowski 2006). Accordingly,
individuals will still play an important role if it is this aspect that is to be explored.
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Misztal (1996: 80-86) and Sztompka (1999: 66) thought that rational choice theory
omits consideration of basic elements of human behaviour such as altruism, love
and friendship (cited by Field 2008). Thus the role of social capital in supporting rural

migrant workers is complex and worthy of further study.

3.1 Analysis of the collectivist centrally planned economy relevant to SOEs

In this subsection, the centrally planned economy (1953-1978) is analysed from the
perspective of the Marxist strain of social capital theory (Bourdieu 1986) and
“mechanical solidarity” (Durkheim 1893 cited by Lukes 2014). SOEs have the
components of a centrally planned economy. This subsection posits the question as
to whether there is a bond of sympathy and cohesion that has developed between
members of SOE. This subsection also posits the question: can SOEs provide rural
migrant workers with an inclusive environment? Because of the similarities between
the operation of SOEs and the Marxist strain of social capital (Bourdieu 1986), as
analysed in this subsection, this case study will research the social capital in SOEs
to give new insights for the Marxist strain of social capital theory. Furthermore, this
subsection also analyses the functions of weak ties (Granovetter 1973 cited by
Edwards et al. 2007) and strong ties (Granovetter 1973 cited by Edwards et al.
2007), and emphasises the importance of norms concerning cooperation in unequal
power relationships. Thus the subsection also gives rise to a question: what are the

ways to cultivate cooperative norms regarding working environments in China?

State owned enterprises remain the backbone of the Chinese economy (Peverelli
and Song 2012). State operated enterprises are referred to as enterprises “owned by
the entire people”. The constitution of the People’'s Republic of China guaranteed
public ownership as the highest form of ownership. The private enterprises already
existing during the establishment of the PRC were not part of the public ownership
(Peverelli and Song 2012). The main difference between the state operated
enterprises and all other types was that the former were able to offer complete social
security from cradle-to-grave (Lu and Perry 1997). Once people were assigned to
such an enterprise, housing, medical care and an old age free of financial problems
would be more or less secured (Peverelli and Song 2012). As above, to a certain
extent, the operational mechanism of SOEs reflects Chinese macroeconomic
policies. In the old command economy, the planner issues commands that assigned
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production targets to enterprises and directly allocated both factors of production and
provided inputs to them. The SOEs had very little autonomy: they could not adjust
their labour forces, nor could they retain any of their profits (Knight and Ding 2012).
The SOEs would hand over their profits to the state in return for an annual allowance
based on the budgeted needs for the next year period. At present, the SOEs pay
corporate income tax to the tax authorities and retain the remainder of the profits. In
theory, they are responsible for their own profit and loss. In case an enterprise is not
able to finance a certain investment by itself, it will have to take a loan from a bank.
However, as most of the banks are still SOEs themselves, being the debtor of a
certain bank may put a Chinese enterprise in a daughter-in-law type of position in the
Chinese cultural context (Peverelli and Song 2012). Concerning the nature of the
SOEs and private companies, the SOEs have a number of privileges over private
enterprises. They have easy access to bank loans, which private enterprises in
general do not have. Such privileges are the result of the practice during the period
of planning when resources were allocated to the state enterprises by the planning
authority and the banks simply provided funds to them to carry out the assigned
productive activities (Chow 2015). Although China is a market economy today, the
scope of planning is still quite broad (Chow 2015). Only the content of the plan is
different. Previously the State Planning Commission had to coordinate the outputs
and inputs of SOEs; however, in the current setup the need to coordinate the
demands from different ministries or from different provincial governments, to
determine priorities, and to come up with a final consistent plan still remains (Chow
2015). Furthermore, through empirical study, undertaken as part of this research, it
has been confirmed that SOEs have the components of a centrally planned economy
(see 5.10), thus necessitating analysis of the planned economic system to

understand their operational mechanism.

In a planned economy there is a central planning authority that decides what to
produce and how to distribute the goods produced, for both consumer goods and
factors of production. It also decides how much to invest and the allocation of
investment funds to the producers. All the decisions concerning production,
distribution, and capital accumulation are centralized and are under the control of the
planning authority (Chow 2015). As above, the operating system of the centrally
planned economy worked in a way that was similar to the Marxist strain of social
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capital (Bourdieu 1986). The reasons for this are also as follows: Bourdieu (1986:
248) provides a concise definition: “Social capital is the aggregate of the actual or
potential resources which are linked to possession of a durable
network of more or less institutionalized relationships of mutual
acquaintance and recognition.” For Bourdieu, social capital is related to the social
network of mutual acquaintance and recognition; further, this social relationship
network is more or less institutionalised. Therefore, institutions play a leading role in
this social capital model (Kay and Johnston 2007). For Bourdieu, people’s network of
relationships is a product of investment strategies aimed at establishing or
reproducing social relationships that are usable in the future (Bourdieu 1986:249
cited by Kay and Johnston 2007). There is a leading role of command political
economic institutions in SOEs because the inputs of plan formulation of SOEs are
targets from ministries on projects under the state’s control (Chow 2015). In the
market economy today, much of the administrative process for plan formulation
before 1978 is still applicable (Chow 2015). From this perspective, it manifests the
similarities between the centrally planned economy relevant to SOEs and the Marxist
strain of theory of social capital (Bourdieu 1986). It was also conjectured that state
owned businesses might operate in a way that was similar to the Marxist strain of
social capital. The Marxist strain of social capital theory is integrated into the
research of SOEs in this study.

The Marxism strain sees social capital as a pre-dispositional marker of class
identification and conflict (Lewandowski 2006). Bourdieu emphasized the
importance of social capital — the access to resources and networks that privilege
some and excludes others. He investigated how social and cultural status and
attainments are associated with class position, and contributed to enduring socio-
economic advantage or disadvantage (Harriss and White 2013). Thus, for Bourdieu,
social capital is another way of maintaining and reproducing the dominant class (Lin
et al. 2001). It was revealed, in Bourdieu’s (1986) Marxist strain of social capital
theory, that it was a highly group-specific, context-dependent and socially stratifying
resource; membership in a group which provides each of its members with the
backing of the collectively-owned capital, a ‘credential’ which entitles them to credit,
in the various sense of the world (Bourdieu 1986 cited by Kay and Johnston 2007).
As described earlier, in terms of people who were assigned to SOEs, housing,
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medical care and an old age free of financial problems would be more or less
secured (Peverelli and Song 2012). This study integrates, for the first time, the
Marxist strain of social capital theory (Bourdieu 1986) into the research of SOEs.
Therefore, this study has also researched whether SOEs could provide rural migrant

workers with an inclusive environment.

On the other hand, the planned economy is based on the unitary value - collectivistic
work ethics (Hu and Lu 2008). Social equality was once an important objective of
socialism and in the pre-reform planned economy (Hu 2011). The Chinese planned
economy from 1953 to 1978 did not cover the entire Chinese economy because the
planning authority could not control all the economic activities of such a large
country. Planning was interrupted by the political turmoil of the Great Leap Forward
movement and the Cultural Revolution (Chow 2015). “The influence of economic
determinism on human thought and behaviour became traceless in Mao's China” (Li
2009). At that time (1958), peasants were exhorted to rush into communism. After
agricultural collectivization, Chinese leaders believed the communist utopia was just
around the corner, if only peasants would simply embrace it. Rural cooperatives
gradually gave way to communes, which were seen as China’s first track to
communist success. Under the commune system, all assets were taken away from
households and managed as collective goods. A glittering and disastrous invention
that swept rural China in 1958 was the commune canteen. Originally conceived as a
way to save time and facilitate co-ordination in farming, the commune canteen was
promoted and defended as a precursor to communism. Grain was not allotted to
each household as had been the case previously, but was all stored in the commune
canteen. Peasants were allowed to eat as much and as often as they wished in a
commune canteen. Not surprisingly, everyone ate as if there were no tomorrow. For
a very short time, the commune canteen afforded Chinese peasants a glimpse of a
communist utopia (Coase and Wang 2013). In urban areas, the security of
employment and favoured treatment of SOEs constituted the “iron rice bowl”
employment regime that also reflect the idea of equalitarianism in the planned
economy (Goldman and MacFarquhar 1999). To this day, in ordinary people’s
thoughts, we still remember that when we want to mention egalitarianism, we say:
“Egalitarian practice of everybody eating from the same big pot”. For all that, during
the planned economy era China was one of the most equal countries in the world.
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China was generally an egalitarian society where income differences were small.
China’s overall Gini coefficient was 0.28 in 1983, which made China one of the most
equal countries in the world (Naughton 2007 cited by Hu 2011). It is always possible
that equality is both a precursor to and a result of trustful relations. Trust might well
enhance cooperative relations of the sort that drive redistributive programmes, while
equality might also be a precursor to a politically valuable trust. If this turns out to be
the case, then, perhaps, the correct conclusion to draw is that societies that already
enjoy a high degree of equality are ones in which social welfare programmes that
sustain or enhance equality are most likely to succeed (Kay and Johnston 2007).
Even so, China used to be one of the poorest countries and even in the 1980s it was
ranked among the poorest third of all countries (Naughton 1995 cited by Hu 2011).

The social capital literature discusses the problems of social solidarity in terms of a
distinction between bridging and bonding relations. Bonding relations refer to
connections among those who already feel connected because of shared identity-
related characteristics (Kay and Johnston 2007). Bridging relations refer to
connections among people who do not share identity-related characteristics (Kay
and Johnston 2007). Social equality was an important objective of socialism and in
the pre-reform planned economy (Hu 2011). Mao Zedong’s view of socialism did not
favour individualism but rather the constant promotion of collective efforts and
solidarity within farms and factories (Chow and Perkins 2014). China was an
egalitarian society 30 years ago (Shi 2013). That being the case, people shared
identity-related characteristics in that era. This can be a sign of bonding relations
among people. According to Robert Putnam, “bridging social capital can generate
broader identities and reciprocity, whereas bonding social capital bolsters our
narrower selves.” Bridging relations are indicative of the presence cooperation in
society in general, while bonding relations create “strong in-group loyalty, and may
also create strong out-group antagonism” (Putnam 2000:23). Comparably, for
Bourdieu (1986), social groups are implicit or probable classes in the sense that their
existence, identity, and membership are determined by non-voluntary predispositions
shaped by everyday struggles over the consumption and distribution of limited
economic, social and cultural resources (Kay and Johnston 2007). Bourdieu (1986)
identified that social capital promotes inter-group distrust and struggles although it

facilitates intra-group mutual recognition, solidarity, and obligations among individual

95



group members as he conceives of social capital as a socio-cultural marker (cited by
Lewandowski 2006). Social norms in this strain are thus primarily pre-reflective,
stratifying norms of consumption that, for instance, predispose some actors to
“choose” to drink beer instead of wine, or to “join” rugby clubs rather than bird-
watching societies. There is a persistent weakness in the Marxist strain’s theory of
practice and social capital. That weakness stems from the overly close fit between
habitus and field upon which Bourdieu’s account of social capital depends. Habitus is
the shared set of durable dispositions, perceptive schemes, and ingrained
orientations that function as the structure for the production and reproduction of
human action or practice. Habitus is for Bourdieu a pre-intentional “feel for the game”
that enables and limits individual and collective practices within particular contexts.
Habitus facilitates and constrains action in asmuch as it equips actors with a sense
of the practicable for what is to be done in given situations. Bourdieu characterises
such given situations as “fields” or “fields of struggle”. For here the intra-group
bonding and inter-group stratifying “credit” of social capital is a function of a pre-
reflective habitus-field homology. Consequently, in this strain social capital does not
facilitate actions; rather, it determines them (Lewandowski 2006). Hence, while
avoiding the rational reductionism and moral inflationism of the other strains of social
capital theory, the Marxist strain suffers from a tendency towards functionalistic
homologism — that is a non-voluntary predisposition (Lewandowski 2006).
Egalitarianism guided China’s economic development in the Chinese planned
economy when Mao Zedong was in power (Zheng 2004). For Mao, social justice was
more important than economic development. Mao’s time was an example of plan
rationality (Zheng 2004). The plan rationality is similar to pre-reflective habitus-field
homology that is a non-voluntary predisposition in the Marxist strain of social capital
theory. Furthermore, the proponents of the New Left believe that Maoist ideology
play an important role in the strengthening rural collectivism, reducing income
disparities among peasants and thus maintaining rural stability. For the New Left, the
Maoist ideology is still capable of providing individuals, especially lower level
government officials, with “spiritual” motivation to lead local development. According
to the New Left, Maoism’'s contribution to China’s economic growth lies in its
collectivism (Zheng 2004). Shih (1999) thought that in socialist China, collective
culture has been an intrinsic part of economic development and a foundation for the

collective economy. Compared with Western experiences where the middle classes

56



have emerged as key economic actors and have demanded concomitant rights for
individual political participation, SOEs in China assumed most responsibilities for
modernization during the PRC's first forty years and therefore became the dominant
capital holders in the country. Reform in China, which decentralizes financial
resources to state enterprises, only serves to consolidate collectivism in SOEs.
Those who request political participation are more frequently delegates of collective
units, not individual citizens (Shih 1999). This Maoist ideology that is the spirit of
collectivism may work in a way that is similar to the intra-group bonding social capital
in the Marxist strain of social capital theory. As above, the collectivist planned
economy which caused the general egalitarianism in China (Chow and Perkins
2014) may work in a similar way to the Marxist strain of social capital (Bourdieu
1986). Because the Marxist strain of social capital theory is integrated into the
research of SOEs in this study, and intra-group bonding social capital, as described
in the Marxist strain of social capital theory, facilitates intra-group solidarity, there
may be a bond of sympathy and cohesion that has developed between members of
SOE. This study puts forward the question of whether there may be a bond of
sympathy and cohesion that has developed between members of SOE. This case
study will research the social capital in SOEs to provide new insights for Marxist
strain of social capital theory (See chapter 5).

Further, according to Cui (1996), because of collectivism in which Maoism’s
contribution to China’s economic growth lies, China needs to look to Mao Zedong for
its industrial management and reform because Mao’s industrial practice provided
one of, if not the, most important modern forms of industrial management; that is,
management through workers’ participation (Zheng 2004). Collective culture was a
foundation for the collective economy in the era of the Chinese planned economy
(Shih 1999). Individualist and collectivist societies differ in terms of the civic
participation of their citizens. Those living in countries with a more collectivist culture
are more likely to engage in volunteering than are individuals living in countries with
more individualist cultures (Pancer 2015). From this perspective, centrally planned
economy/institutions in Mao’s China promoted civic participation. Further, there was
often a top-down dimension to these voluntary activities in China (Shapiro 2012 and
Callahan 2010 cited by Cook et al. 2015).
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Likewise, as Harriss (2002) put it in his book Depoliticising Development, the
mainstream social capital literature has an unfortunate anti-politics bias. Social
capital, or ‘civic engagement’, is portrayed as an alternative to organized politics,
especially state intervention (Beckert and Zafirovski 2011). For example, ‘civility’ or
‘civicness’ (which is how Putnam also talks about ‘civic engagement’, in his version
synonymous with ‘social capital’) implies notions of impartiality of treatment and of
the equality of individuals as citizens before the law (Harriss 2002). Most civic
associations do not fall directly within the public realm in that civic engagement
denotes “people’s connection with the life of their communities, not merely with
politics” (Putnam 1995b:665). Much of associational life is not explicitly political in
nature. Still, while most civic associations do not fall directly within the public realm
and while much of associational life may not be explicitly political in nature, such
“non-political” civic associations have important political consequences, e.g., with
regard to the role that civic associations may play in promoting civic education,
fostering civic skills, and bridging social cleavages. Moreover, such associational life
may well serve to undergird the public realm by helping to keep the power of
governmental coercion at bay (Smidt 2003). The concept of ‘civil society’ implies the
existence of laws and of less formal codes for conduct. It is when people generally
believe in the legitimacy of these institutions, and are reasonably confident that the
values and norms that inhere within them will motivate those who are concerned in
implementing them, that civicness/civil society flourishes, and there is a fair degree
of generalized societal trust — as Putnam actually states in his discussion of the
history of civic organization in Italy. However, it is not at all clear logically, nor
demonstrable empirically, that these conditions arise from the existence of
horizontal, voluntary associations (Harriss 2002). Critics argue that Putnam and his
followers generally ignore the important role that institutional structures, particularly
the state, play in the formation and continuation of associational life and that the
process of social capital production not only has social, but structural, antecedents
(Smidt 2003). In reality the very existence of civic engagement requires the
existence of a civil society, which in turn presupposes an institutional framework put
into place through the agency of a state (Harriss 2002). It is wrong to suppose that
social capital is something that arises or declines in a realm apart from politics and
government (Harriss 2002). Harriss (2002) thought that civil society is established in
relation to institutions that are defined by the state. Therefore, portraying civic
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engagement and organized politics as two exclusive alternatives creates a false
dichotomy, which is intended to discredit organized politics and the state (Beckert
and Zafirovski 2011).

On the other hand, according to Durkheim (1893), mechanical solidarity is “solidarity
which comes from likeness”. Mechanical solidarity referred to relationships based on
common bonds and obligations, which is similar to collectivism (Matsumto 2001).
Durkheim and Mauss (1963) conceived the elemental unit of social structure as
block-like structures characterized by mechanical solidarity — coherent and
homogenous blocks. In modern society, it was postulated by Hsung and Breiger
(2009) that the relationship between individuals and societies is more pluralistic and
diversified; structures characterized by organic solidarity are therefore independent
and heterogeneous blocks (cited by Lin et al. 2014). Durkheim (1893) believed that
traditional power-dominated society is knitted together by “mechanical solidarity”
(cited by Lin et al. 2014). Such societies are relatively homogenous and people have
similar experiences. The norms, values and beliefs of the society (or the collective
conscience) are so homogenous and confront the individual with such overwhelming
and consistent force, that there is little opportunity in such societies for individuality
or the deviance from this collective conscience. The collective conscience and
individual consciences are virtually identical (Elwell 2003). In traditional societies,
people tend to regard themselves as members of a group; the collective conscience
embraces individual awareness and there is little sense of personal options (Elwell
2003). From this perspective, egalitarianism (Chow and Perkins 2014) that can be
caused by the collectivist planned economy is analogous to “mechanical solidarity”
(Durkheim 1893 cited by Lukes 2014). Durkheim (1893) explained that it is in lower
society that this commonality makes people realize that they are a collective rather
than a centrifugal force. It should not be judged that an action shocks the common
conscience because it is criminal, but rather that it is criminal because it shocks the
common conscience (cited by Lukes 2014). The prospect of loss of identity through
defection may be a strong incentive for loyalty (Hirschman 1970). The degree to
which close social identities characterize the group can make cooperation more
likely (Lewandowski 2006). Accordingly, it can be seen that in a society of
mechanical solidarity, collective cohesion is strong.
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However, the coherent and homogeneous society as characterised by Durkheim’s
“mechanical solidarity” (Durkheim 1893) lacks weak ties (Granovetter 1973 cited by
Edwards et al. 2007). There was little individuation in such societies (Elwell 2003).
An analysis of the functions of weak ties (Granovetter 1973 cited by Edwards et al.
2007) and strong ties (Granovetter 1973 cited by Edwards et al. 2007) emphasises
the importance of norms concerning co-operation within unequal power
relationships. The specific terminology of bonding and bridging ties was first
introduced by Gittell and Vidal (1998) as recognitions of Granovetter’'s convictions on
the importance of strong and weak ties. Granovetter defined the strength of ties as:
“a (probably linear) combination of time, the emotional intensity (mutual confiding),
and the reciprocal services which characterize the tie” (Granovetter 1973: 1361 cited
by Edwards et al. 2007). Granovetter argued that strong and weak ties played
separate functions in individuals’ lives to the extent that weak ties bridged individuals
in different structural positions, whilst strong ties could lead to the formation of
cliques. Clearly, Granovetter saw weak ties as an asset, in opposition to strong ties:
“weak ties, often denounced as promoting alienation are here seen as indispensable
to individuals’ opportunities and to their integration into communities; strong ties,
breeding local cohesion, lead to overall fragmentation” (Granovetter 1973: 1378 cited
by Edwards et al. 2007). This shows that the formation of an exclusive circle of
people with a common purpose will not benefit every individual in a society.
Granovetter and the network theorists claim that weak ties or structural bridges are
of greater value to individuals in accessing important resources than strong ties
because those unlike us are more likely to possess goods that we, and those like us,
lack (Granovetter 1973: 1366; Burt 2000; Lin 2001 cited by Edwards et al. 2007).
Bridging relations were those that really helped one “get ahead”, by allowing
individuals and groups access to those resources that would allow them to leverage
themselves to another, presumably, better-position (Woolcock 1999). Putnam
claimed that: “a vertical network, no matter how dense and no matter how important
to its participants, cannot sustain social trust and cooperation” (Putnam, Leonardi
and Nanetti 1993: 174). In comparison, Woolcock links forged the large power gap
between citizens and governments which can create “cooperation, accountability and
flexibility” if combined with organizational integrity, or the presence of government
agencies with a Weberian professional ethos and efficient administration (Woolcock
1998: 175; Woolcock 1999). The difference lies in how the degree of “verticality” of a
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relationship intersects with other elements of social capital, such as norms and
identities; while vertical relations have the potential to link between different strata
and create synergy, they can also facilitate relations of dependence and subjugation
(Lewandowski 2006). Co-operation in unequal power relationships can also be
achieved if there are strong and conjoint norms that prevent those with more power
from exploiting their position to benefit from collective action (Lewandowski 2006).
As has been noted, in a society with a norm of comprehensive conformity, relations
of dependence and subjugation can be facilitated; nevertheless, it seems that in a
society with norms of cooperation, reciprocity, duty, organizational integrity, and the
presence of government agencies with efficient administration, “cooperation,
accountability and flexibility” (Woolcock 1998: 175; Woolcock 1999) can also be
created even though it is a vertical network in society. China is a country with a high
power distance culture. Subordinates are less likely to challenge or express
disagreement with superiors. The rank structure is clearly delineated between
management and subordinates, and disagreement with management is frowned
upon (Robert et al. 2004). Thus, this study will also explore ways in which to cultivate
a co-operative norm within the context of a working environment in different types of

companies.

In summary, through the review of the centrally planned economy above, it shows a
centrally planned economy in Mao’s China promoted civic participation; however, it
lacked weak ties (Granovetter 1973 cited by Edwards et al. 2007). China was one of
the poorest countries in the era of the centrally planned economy (Naughton 1995
cited by Hu 2011). Furthermore, the collectivist centrally planned economy which
caused the general egalitarianism in China (Chow and Perkins 2014) may work in a
similar way to the Marxist strain of social capital (Bourdieu 1986). The Marxist strain
suffers from a tendency towards functionalistic homologism (Lewandowski 2006).
The Marxist strain of social capital theory is integrated into the research of SOEs in
this study. The case study approach will research the social capital in SOEs to give
new insights for the Marxist strain of social capital theory in the Chinese
macroeconomic environment (See chapter 5). Because China is a country with a
high power distance culture (Robert et al. 2004), this study will also explore ways in
which to cultivate a co-operative norm within the context of a working environment in

this power distance culture.
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3.2 Macro level analysis of the democratic strain of social capital from the
perspective of the political economic system in China

China practises democratic centralism. Lying behind the orthodox version of
democratic centralism is a distinctive form of collectivism (Waller 1981). Collectivism
leads to altruism (Landauer and Rowlands 2001). Collectivism is a basic cultural
element that exists as the reverse of individualism that exists as the reverse of
individualism in human nature. Collectivist orientations stress the importance of
cohesion within social groups and in some cases, the priority of group goals over
individual goals (Webster 2016). Lewandowski (2006) maintained that the
democratic strain in current social capital theory conceives of social capital as the
communal inventory of “generalised trust” and social norms which facilitate the kinds
of mutual obligations and co-operative actions that make democracy work. As above,
because of the similarities between mutual obligations and cooperative actions and
collectivism, democratic centralism may work in a way that is similar to the
democratic strain of social capital. However, the democratic strain of social capital is
imperfect in China as the democratic system is not perfect. President Xi says China’s
reforms have entered a “deep-water area” (2013). The reforms have faced powerful
resistance by vested interests, above all local governments, huge state-owned
enterprises and the new middle classes, which would rather not share the fruits of
growth with rural migrants. The economic reforms and economic policies of the Xi
Jinping leadership aims to limit the role of government while giving a decisive role to
the market economy and to confer urban family registry upon famers who have
moved from rural areas to urban areas and to grant them urban public services,
including residential security, social security, and compulsory education for children,
while driving the growth of China through urbanisation (Tanaka 2015). China must
“venture along dangerous paths to break through barriers to reform presented by
ideological differences and vested interests” (Xi 2012 cited by Green et al. 2013).
This is compatible with some thoughts of Grootaert (2008). Many groups segregated
by class and occupation may build cooperation and trust only among group
members, perhaps even encouraging distrust between members and non-members
(Grootaert et al. 2008). Accordingly, this subsection analyses the role of “bonding”,
“bridging” and “linking” forms of social capital in democratic community building so
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this study will seek to evaluate the role of “bonding”, “bridging” and “linking” forms of
social capital in the inclusion of rural migrant workers within urban communities in
the context of their working environment. Furthermore, because family and kin ties
interpenetrate into ties in socioeconomic institutions to a greater extent in China (Lin
et al. 2014), this subsection also poses a question about what kind of structure of the
relations between persons and among persons in companies can promote people’s
social trust outside their usual circles of kinship and personal acquaintances. It also
poses a question as to what kind of Guanxi promotes the inclusion of rural workers in
companies. This subsection also analyses ways to accumulate social capital. At the
meso level, this subsection analyses the leadership styles of Chinese companies
and poses the research question of what type of leadership style in companies
suitable for Chinese companies’ development and the inclusion of rural workers

within an urban society. For details please see the following analysis.

3.2.1 Democratic centralism and Chinese people’s collectivist spirit

The democratic strain in current social capital theory conceives of social capital as
the communal inventory of “generalised trust” and social norms, as defined by
Lewandowski, which facilitate the kinds of mutual obligations and cooperative
actions that make democracy work. Meanwhile, Lewandowski (2006) also
maintained that the political or democratic strain in contemporary social capital
theory has followed Tocqueville in arguing for a causal link between networks of trust
and social norms and the practical realisation of the political ideals of democracy.
For Putnam, social capital, despite its potential “dark side” in the form of closed
networks is on balance a productive resource that enables the democratic resolution
of collective action problems, “grease the wheels that allow communities to advance
smoothly,” and develops and maintains “character traits that are good for the rest of
society” (Putnam 2000: 288).

China has issued a white paper on political democracy. It describes China as

always adhering to the basic principle that the Marxist theory of democracy be
combined with the reality of China in building a socialist political democracy
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(Bergsten et al. 2008). China's socialist political democracy shows distinctive
Chinese characteristics. Such characteristics are as follows:

-- China's democracy is a people's democracy under the leadership of the
Communist Party of China (CPC).

-- China's democracy is a democracy in which the overwhelming majority of the
people act as masters of State affairs.

-- China's democracy is a democracy guaranteed by the people's democratic
dictatorship.

-- China's democracy is a democracy with democratic centralism as the basic
organizational principle and mode of operation (Bergsten et al. 2008).

Democratic centralism is China's fundamental system of organization and
leadership. Democratic centralism is a system that integrates centralism on the basis
of democracy with democracy under centralized guidance. Democratic centralism is
at once democratic and centralized, with the two seeming opposites of democracy
and centralization united in a definite form. The two aspects of the contradiction
coexist in a single entity. Moreover, developing countries need to protect and nurture
their industries before they acquire the capabilities to compete in the world market
unassisted. In the earlier stages of development, markets do not function very well
for various reasons: poor transport, poor flow of information, and the small size of the
market that makes manipulation by big actors easier. This means that the
government needs to regulate the market more actively and sometimes even
deliberately to create some markets. In those stages, the government needs to do
many things itself through state-owned enterprises because there are simply not
enough capable private-sector firms which can take up large-scale, high-risk projects
(Chang 2010). Virtually, all of today’s rich countries used protectionism and
subsidies to protect infant industries (Chang 2010). From the above comments, it is

evident that, centralism also plays an important role in the market economy.

Democratic centralism ensures, from the perspective of economic foundation, that
China's democracy will not be manipulated by capital; it is not a democracy for a
small number of people, but one for the overwhelming majority of people
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(International Business Publications 2015). In the Mao Zedong Anthology, Chairman
Mao elaborates that the organs of state must practise democratic centralism; the
Communist Party must rely on the masses and their personnel must serve the
people. They cannot divorce themselves from the masses and they must base
themselves on the interests of the people. At no time and in no circumstances should
a Communist place his personal interests first; he should subordinate them to the
interests of the nation and the masses; it is communists’ duty is to hold themselves
responsible for the people and the leading bodies of the Party (Mao 1965). Lying
behind the orthodox version of democratic centralism is a distinctive form of
collectivism (Waller 1981). Democratic centralism is the concrete application of
collectivism in political life. Collectivism demands that the group be more important
than the individual. It requires the individual to sacrifice himself for the alleged good
of the group. Although different from altruism, collectivism complements it well.
Altruism demands sacrifice for others and collectivism demands sacrifice for the
group. Collectivism leads to altruism (Landauer and Rowlands 2001). Theoretically,
collectivism puts public interest ahead of personal interest; consequently, this
altruism enables the democratic resolution of collective action problems. For
example, Putnam et al. (1993) maintained that a public good that is one of
fundamental predicament to cooperate for mutual benefit, such as clean air or safe
neighborhoods, can be enjoyed everyone, regardless of whether he contribute to its
provision. Under ordinary circumstances, therefore, no one has an incentive to
contribute to providing the public good, and too little is produced, causing all to suffer
(cited by Ostrom and Ahn 2013). Nevertheless, with the help of altruism and
collectivism, collective action problems can be democratically resolved to a certain
extent. The economic and political performances of societies depend critically on
how the members of a community solve the problem of collective action (Ostrom and
Ahn 2013). China’s socialist political democracy is a great contribution to the political
civilization of mankind (International Business Publications 2015).

From the perspective of the democratic strain of social capital theory, Putnam (1993)
claimed that social capital could be conceptualized as a resource at the community
level that individuals could tap into in order to achieve collective goals that could not
be accomplished by individuals alone or associations. The aim of social capital
should: “...instill in their members habits of cooperation, solidarity, and public-
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spiritedness” (Putnam 1993: 89-90). However, Lewandowski's (2006) analysis of the
democratic strain of social capital illustrates that this strain inflates the morally
bonding function of social norms into association-transcending democratic ideals.
Plural subject associations such as bowling teams and bird watching clubs, may not,
as Amitai Etaini (2001) has argued, be “morally trivial”. But neither can their
normative force be puffed up as causally democratic. The resolution of collective
action problems and the problems of “character traits” that may take place in many
associations and social groups do not in any necessary way entail the fostering of
democratic mores among individual association members or between associations
and social groups. What the rational strain in social capital theory reduces, the
democratic strain morally over-inflates (Lewandowski 2006). The core problem with
the normative or democratic strain in contemporary social capital theory is what
might be best described as “moral inflationism” (Lewandowski 2006).

In comparative terms, voluntary activity in China has been historically embedded and
influenced by Confucian ideas of working towards the common good (Wu and
Gaubatz 2013 cited by Cook et al. 2015). In the past 20 years or so, Confucianism
has been resurrected, as China’s leaders have realised that the ethical base of
Confucianism can help promote a ‘harmonious society’ in which people have
responsibilities to others (Shirk 2007 cited by Cook et al. 2015). Confucius wrote a
work entitled the “Chun Chiu” (Spring and Autumn), a chronicle of his native state Lu
from 722 to 479 B.C.E. (Upshur et al. 2012). Confucius taught that, as in all the
ordinary relations and dealings between men in human society, there is, besides the
base motives of interest and of fear, a higher and nobler motive to influence them in
their conduct, a higher and nobler motive which arises above all considerations of
interest and fear, the motive called Duty; so in this important relationship within
human society, the relationship between people of a state or nation and the head of
state or nation, there is also this higher and nobler motive of duty which should
influence and inspire them in their conduct (Ku 2010: 20). Ku Hung-Ming (2010)
summarised that in fact the whole system of philosophy and morality taught by
Confucius may be summed up in one word: the law of the Gentleman. Now
Confucius codified this law of the gentleman and made it a religion: a state religion.
The first Article of Faith, in this state, religion represents the principle of honour and
duty, a code of honour. In this state, the precept that Confucius taught comprised the
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only true, rational, permanent and absolute basis, not only of a state, but of all
society and civilisation, is this law of the gentleman, the sense of honour in man (Ku
2010: 21). Because of the code of honour established by the State religion taught by
Confucius in China, the people of China were bound to be absolutely loyal to the
Emperor. The sacrament of the contract in the State religion taught by Confucius in
China might be called the Religion of Loyalty. The absolute duty of loyalty to the
Emperor of China, which Confucius taught, derives its sanction from the law of the
gentleman, the sense of honour in man, the same simple sense of honour which
makes a merchant keep his word and fulfil his contract, and the gambler to play the
game and to pay his gambling debt (Ku 2010: 27-28). This duty contributes to the
collectivist ideology. For Confucius, shame, virtue, and, as a result, the
internalization of social norms and values, constitute the ideal and highest stage of
the socialization process. Bakken (2000) observed that in the Chinese discourse, the
themes of discipline and control could be found in both ‘morality’ and ‘education’;
moreover, the disciplinary and the educational infiltrated each other (Zhong 2009).
Rule by morality is more widespread in traditional China than rule by law (Zhong
20009).

As above, the democratic centralism (Bergsten et al. 2008), the personal duty (Ku
2010) and the spirit of devotion to collectives (Mao 1965) that collectivism stresses
are indigenous features that China has to promote collectivism and China’s socialist
political democracy. However, the white paper on political democracy demonstrates
that despite the tremendous achievements attained in building a socialist political
democracy, the CPC and the Chinese people are clearly aware of the many
problems yet to be overcome. The democratic system is not yet perfect in China; the
people's right to manage state and social affairs, economic and cultural undertakings
as masters of the country in a socialist market economy are not yet fully realized
(International Business Publications 2015). The history and reality of human political
civilization have proved that there is no one single and absolute democratic mode in
the world that is universally applicable. To say whether a political system is
democratic or not, the key is to see whether the will of the overwhelming majority of
the people is fully reflected, whether their rights as masters of the country are fully
realized, and whether their legitimate rights and interests are fully guaranteed
(International Business Publications 2015). Jiang (2012) comparatively studied in
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terms of the role of the state in development. Similar to China in terms of the role of
the state in development, Singapore is a typical East Asian country with a
developmental state model. The three main ethnic groups in Singapore are Chinese
(74.2%), Malay (13.4%) and Indian descent (9.2%). All of three groups are of
importance for the stability of the country. However, there will be religious, cultural or
social conflicts between these groups, which, if not dealt properly, will pose serious
turmoil to the governance and unity of the state. Based on these concerns, the state
of Singapore played a much more benign role in ensuring economic equity and
helping to maintain harmonious social systems. In contrast, since Han-Chinese are
the overwhelmingly predominant ethnic group and there is no threat to the state of
China’s governance, the developmental state model would give the government too
much space to pursue policies which are largely based on the ‘selfish’ and ‘self-
maintained’ political objectives of the government (Jiang 2012). Moreover, if the state
has coercive force, then those who run the state will use that force in their own
interest at the expense of the rest of society (Putnam et al. 1993 cited by Ostrom and
Ahn 2013). These are some reasons why the people's right to manage state and
social affairs, economic and cultural undertakings as masters of the country in a
socialist market economy are not yet fully realized (the people’s interests are not fully
guaranteed) in China. The specific circumstances are as follows:

President Xi says China’s reforms have entered a “deep-water area’. China must
“venture along dangerous paths to break through barriers to reform presented by
ideological differences and vested interests” (Xi 2012 cited by Green et al. 2013). At
a plenum of the Central Committee in November 2013, the party declared that
market forces must play a ‘decisive role’, the strongest support it has ever expressed
for the market (Tanaka 2015). The reforms have faced powerful resistance by vested
interests, above all, local governments, huge state-owned enterprises and the new
middle class, which would rather not share the fruits of growth with rural migrants.
The economic reforms and economic policies of the Xi Jinping Leadership aim to
limit the role of government while giving a decisive role to the market economy and
to confer an urban family registry to famers who have moved from rural areas to
urban areas and to grant them urban public services, including residential security,
social security, and compulsory education for their children, while driving the growth
of China by urbanisation (Tanaka 2015). This is also consistent with some opinions
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of Grootaert (2008) on social capital. Many groups segregated by class or
occupation may build cooperation and trust only among group members, perhaps
even encouraging distrust between members and non-members (Grootaert et al.
2008). Thus necessitate analysis of “bridging” and “linking” forms of social capital.
Brehm and Rahn’s (1997) thought that the direction of influence leads from trust in
government to trust in individuals (cited by Lin et al. 2001). Mutual trust becomes
possible when we already trust institutions to catch and penalise defectors. Influence
could be reciprocal (Brehm and Rahn’s1997 cited by Lin et al. 2001).

3.2.2 Therole of “bonding”, “bridging” and “linking” forms of social capital

in democratic community building

Vertical social capital comprises networks of social trust and social connections that
are accessible between and among socioeconomic and cultural strata. Social
poverty is an absence of vertical social capital. It is a lack of social trust and
connections which link individuals and enable freedom of movement up and down
the socioeconomic and cultural ladder (Lewandowski 2006). For instrumental goals,
collectivism is in need of other and better resources; internal social capital may not
be sufficient. There is a need for collectivism to reach out for such resources
(Castiglion et al. 2008: 63).

For Coleman (1988), social capital is created by rational, purposeful individuals who
build social capital to maximise their individual opportunities, so social capital is
created by the free will of individuals. Bridging social capital describes more distant
connections between people and is characterised by weaker, but more cross-cutting
ties; it is good for “getting ahead” in life. Linking social capital describes connections
with people in positions of power, and is characterised by relations between those
within a hierarchy where there are differing levels of power; it is good for accessing
support from formal institutions. It is different from bonding and bridging in that it is
concerned with relations between people who are not on an equal footing. As social
capital is created when relations among persons are in ways that facilitate
instrumental action (Coleman 1990), individuals’ social network can also provide
impetus for the better development of the collective. Guanxi is viewed as a special
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type of social network in the Chinese context, which can be manifested in the forms
of a weak tie (a distant guanxi), a structural hole (an intermediary), or social resource
(properties associated with a guanxi partner). Guanxi can be viewed as social capital
that can help the individual/firm to gain resources, information and influence, and
provide competitive advantage for success (Chen and Chen 2004 cited by Huang
and Bond 2012). As guanxi is transferable by movement of central individuals in a
relationship, it might be defined as the voluntary use of personal guanxi by
individuals for the achievement of collective organisational objectives (Tsang 1998;
Zhang and Zhang 2006; cited by Huang and Bond 2012). Accordingly, “bridging” and
“linking” forms of social capital may ensure that the outcome of this economic system
is directed towards the benefit of all of society and the collective reaches out to other
and better resources (Halpern 2005). For instance, in agriculture, the most important
and long-lasting effect of decollectivisation was regained economic freedom. China’s
fledgling private sector managed to survive and grow throughout the 1980s.
Peasants were soon able to decide what to plant on their land, how much time to
spend on farming, and what other jobs to take. The massive relocation of time and
labour from farming to non-farming activities led to greater efficiency in farming and
also brought horticulture, aquaculture, commerce, handicraft, and industry back to
rural China. Peasants were no longer chained to the land, and became free to make
their own choices. Thus, the sources of income and employment were greatly
diversified and the rural economy grew far beyond agriculture and traditional crafts
(Coase and Wang 2013). This also explains the reason why the economic reforms
and economic policies under the Xi Jinping leadership aim to limit the role of

government while giving a decisive role to the market economy (Tanaka 2015).

Furthermore, bridging social capital is viewed as more important to democratic
community and as “creating more desirable outomes” (Rothstein and Stolle 2002;
and Putnam 2000) because bridging the various cleavages within any society is
important to forging a democratic community. In contrast, bonding social capital is
often represented as hostile to democratic community (Kay and Johnston 2007).
According to Robert Putnam (2000), “bridging social capital can generate broader
identities and reciprocity, whereas bonding social capital bolsters our narrower
selves.” Bridging relations are indicative of the presence of cooperation in society in
general, while bonding relations create “strong in-group loyalty, may also create
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strong out-group antagonism”. However, Bian and Ang's (1997) research in
Singapore and mainland China demonstrates that contact with total strangers yields
no benefit, and extended family in these societies continues to play a critical role in
one’s linkage with the larger society; consequently, stronger ties may in fact serve as
important bridges extending one’s networks (cited by Lin et al. 2001). It is in this
context that this study seeks to evaluate the role of “bonding”, “bridging” and
“linking” forms of social capital in the inclusion of rural migrant workers within urban

communites in the context of their working environment.

3.2.3 Individualism versus Collectivism in China

Griffiths’ (2010) paper shows how individuality arises from a diverse environment
structured by relationships to similar peers and distinctly different others, presenting
an analysis of the everyday practices of individuality among the migrant workers with
whom Griffiths worked in a restaurant in a third tier city in China. Promotion at work
and increased income were factors tilting the entire configuration of discourse
towards a more urbanised inflection, where civility and aesthetics emerged as
structuring principles and “horizontal” assertions of individuality became underscored
by “vertical” assertions congruent with emerging construction of “class”. This reflects
a highly individualized conflation of knowledge (education), civility, and the narrative
logic of self-cultivation and control, the consumption of which is shown to be
distinctly opposed to those more explicit aspects of moral character, such as, family,
and “innately” sociable characteristic, both of which are defined by reference to the
Socialist past and the collectivized/ agricultural economy (Griffiths 2010). Similarly,
in Herrmann-Pillath’s (2011) sample, the Chinese are by far the most strongly
convinced of the belief that individual effort brings success, as opposed to luck, and,
remarkably, connections; further, the Chinese belief in the crucial role of individual
effort in individual success is further bolstered by an equally strong belief that wealth
is growing, so that individual success does not come at the detriment to others. From
this perspective, China appears to be a modern society replete with people who
believe themselves to be in charge of their fate, who expect the environment to be
basically supportive of their efforts, and who, therefore, feel that it is worthwhile to
invest in individual effort (Herrmann-Pillath 2011). China emerges as a society with
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strong relational collectivism in which interests of partners are taken into
consideration, but also with a strong degree of individualism: this is because
individualism finds its expression in the management of guanxi that is an ideal-typical
case of relational collectivism, among other forms, such as entrepreneurship. So
China does not lie at some extreme position of collectivism, but, actually, it is
approximately in the middle in a more complex space of attitudes related to the
individual and the group. Guanxi refers to relationship (or ties, links or connections)
between people. Based on that, guanxi further denotes two layers of meaning. First,
it refers to relationship in their ‘physical’, and ‘natual’ sense, such as, husband-wife,
kinship, and friendship. Thus, the concept settles on the existence of the complexity
of human interactions. Second, guanxi denotes relationship in its ‘social’ science. For
example, sentimentally, love or care between people, or, instrumentally, mutual-
interest, benefit or favour between individuals of a particular network. In everyday
usage, the second dimension of meaning seems to be given currency (Zhong 2009).
Lin (1998) classifies guanxi as a type of social exchange, being asymmetric and thus
permitting instrumental uses and favour-seeking purposes (cited by Zhong 2009).
The instrumental uses of guanxi are usually associated with its negative meanings,
such as nepotism, favourism, cronyism, particularism, bribery, and corruption,
especially in China currently. Thus, an overemphasis upon its instrumental uses
greatly diminishes the vigour and applicability of guanxi, and ultimately damages the
acceptability of the concept of social capital in the Chinese context. Yet, an
underestimation of its instrumental uses runs counter to the practice and reality, as in
China at present (Zhong 2009). Chinese society, by and large, is closely associated
with guanxi, which could be regarded as the sino-vertion of social capital (Zhong
2009). Guanxi is a web of constraints and a web of individual opportunities at the
same time, and its usefulness lies in an expression of achievement orientation in
managing social connections (Herrmann-Pillath 2011). In societies such as China
and Taiwan, where family and kin are the core structures, strong ties occupy a
central position in networks. Weak ties are less likely to be directly evoked and must
be accessed through chains of strong ties (Lin et al. 2014). Data from mainland
China (Bian 1997) suggest that, contact with total strangers yields no benefits, and
extended family in such society continue to play a critical role in one’s linkage with
larger society. Thus strong ties may in fact serve as important bridges extending
one’s networks (Lin et al. 2001). Where family and kin are core structures, family and
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kin are expected to provide the foundation for the formation and operation of social
relations and networks (Lin et al. 2014). Family and kin ties interpenetrate into ties in
socioeconomic institutions to a greater extent in China (Lin et al. 2014). In
Confucianism, ‘Li’ is variously translated as manners, ritual, etiquette, propriety and
rites (Zhong 2009). According to Dutton (1992), ‘li is the obligation, manner and
knowledge of virtue as these existed and were articulated within the traditional
Chinese family structure’ (1992: 22). The Confucian reasoning is like this: cultivation
of the self through observing li ensures good management of the family, which in
turn allows effective government of the state and finally achieves peace under
heaven (xiushen, qijia, zhiguo, pingtianxia) (Zhong 2009). As above, this self-
sufficient small peasant economy and family-oriented system can contribute to

maintaining social stability.

However, the folklore (including the scholarly one) normally emphasizes a cultural
feature of the Chinese that implies strong levels of trust with relatives, but endemic
mistrust towards society at large, implying a deep gap between one’s “own people”
and others (Redding 1990; Gabrenya and Hwang 1996 cited by Herrmann-Pillath
2011). Hamrin’s (2006) analysis of China’s social capital demonstrates that these
particularistic private social capital for personal and family advancement tend to
inhibit the accumulation of public social capital for the common good of the nation.
The family-clan orientation inhibited trust outside circles of kinship and personal
acquaintance. Philanthropy was targeted at family lineages and hometowns. Social
organizations were dependent on vertical ties to patriarchal authority (Hamrin 2006).
Furthermore, weak vertical links (a lack of transparent and accountable relationship
between the state and individuals and communities) with strong bonding social
capital (dominated by kin-based ties) will lead to low levels of social cohesion
(Grootaert and Bastelaer 2001). This also explains the reason why China has
stressed the importance of the conscientious implementation of the system of
making government affairs known to the public. In summary, on the one hand,
democratic centralism is propitious to collective action. On the other hand, some of
guanxi's effects demonstrate an individualistic phenomenon comprising a web of
both constraints and individual opportunities at the same time (Herrmann-Pillath’s
2011). It requires further research to investigate the ways to promote social trust
outside circles of kinship and personal acquaintance. Especially, this study will
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research what kind of social structure/the structure of the relations between persons
and among persons in companies can promote people’s social trust outside their
circles of kinship and personal acquaintances.

3.2.4 Leadership styles in Chinese companies

In countries with a larger power distance culture, people take for granted the
inequality between the powerful and powerless (Hofsted 2001 cited by Huang and
Bond 2012). As a result, they are less likely to value a participative style of
leadership (Huang and Van de Vliert 2003, 2004; Hui et al. 2004 cited by Huang and
Bond 2012) and may even regard transformational and participative leadership
behaviour as a sign of weak leadership (Aycan 2008; Bass 1997 cited by Huang and
Bond 2012). The culture of collectivism and power distance in Chinese societies
promotes the individual virtues of submission, humility, tolerance, harmony, respect
for authority and hierarchy (Bond 1996; Hofstede, 1991, 2001 cited by Huang and
Bond 2012). Confucian ideology predisposes Chinese leaders to act as the parent of
the group or organisation and practise authoritarian control (Bond 1996; Hui and Tan
1996; King and Bond 1985, cited by Huang and Bond 2012). In mainland China,
communist ideology, which emphasizes whole-hearted service to the people, loyalty
to the Party and the leader, hard work and sacrifice in the interests of the collective,
helps to foster a more command-based leadership style (e.g. Fu and Tsui 2003; Tsui
et al. 2004 cited by Huang and Bond 2012). Therefore Chinese employees may have
become tolerant of or even submissive to a paternalistic and command-based
leadership style (Schermerhorn and Nyaw 1990; Scott et al. 2003; Walder, 1986
cited by Huang and Bond 2012) that is at odds with such motivational leadership
styles as transformational, participative and empowering leadership. Due to the top-
down nature of many initiatives, and enforced participation in the commune era,
Plummer (2004) also suggests that there is often an element of resistance or
‘passivity’ in the community towards new community initiatives (Cook et al. 2015).
This also leads to one of directions of the study undertaken. It poses a question
about what kind of leadership style, in companies, suitable for Chinese companies’
prosperity and development and the inclusion of rural workers within urban society.
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3.2.5 Discussion concerning ways to accumulate social capital

Social norms and values, but in particular trust among citizens and expectations of
reciprocity establish the cultural aspects of social capital (Putnam 1993; Fukuyama
1995; Inglehart 1997). The existence of social control and attention, a climate of
cooperation and a “system” trust, as well as the validity of norms, values, and
morality are collective phenomena and represent collective goods. These cannot be
achieved by individual intentional efforts alone (Castiglione et al. 2008). If everyone
trusts and helps each other, the society will be more harmonious. Lane (1959) (cited
by Xia 2012) argues that those who believe that others can be trusted, are
cooperative, will help a person when he needs help, and care about each other and
are more likely prepared to accept the democratic process; those with a relatively
greater faith in people are psychologically prepared to accept the democratic
process and to believe that they, and others like them, may be effective in elections.
It is widely agreed that social capital facilitates mutually beneficial collective action
(Hobbs 2000).

Putnam (1993) argues that social capital in Italy is a legacy of long periods of
historical development, and therefore it cannot be added to in the short-term. This
prognosis is challenged by a number of recent empirical studies (Schneider et al.
1997). For example, it has been shown that changing the structure and composition
of school boards can enhance significantly the level of parental involvement in
school-related activities and, in turn, help to build social capital. Others present
similar conclusions about the design of irrigation projects (Ostrom 1994 and Lam
1996). Like human capital, social capital is productive (Coleman 1988, S98 cited by
Kay and Johnston 2007). Social capital parallels human capital in its vulnerability to
depreciation over time. Like human capital, social capital depreciates if it is not
renewed. Coleman (1990b: 321) (cited by Kay and Johnston 2007) notes that “social
relationships die out if not maintained; expectations and obligations wither over time;
and norms depend on regular communication.” Therefore, social capital can both
increase with use and diminish with disuse, allowing for “either virtuous or vicious
cycles” (Wall et al. 1998, 311 cited by Kay and Johnston 2007). Falk and Kilpatrick
(1999) argue that the accumulation of social capital is the outcome of the process of

learning interactions. Learning interactions require a learning event (an actual
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occasion) and occur in a contextual dimension (the broad, socio-cultural and political
frame of reference). A precondition to building social capital is the existence of a
sufficient quantity and quality of learning interactions. For example Falk and
Kilpatrick suggest that quality learning interactions include an historical context,
external interactions, reciprocity, trust, shared norms and values. The planning and
implementation of community projects may be one such learning interaction (Hobbs
2000).

Social capital can be conceptualized as a resource at the community level that
individuals can tap in order to achieve collective goals that cannot be accomplished
by individuals alone. At this contextual level, for instance, higher levels of trust in the
community may facilitate quicker and wider diffusion of ideas which may, in turn,
promote healthier behaviours. This view is consistent with a “communitarian view” of
social capital, emphasizing social cohesion (Putnam 1993). Horizontal social capital
is measured by indicators of trust and crosscutting networks (the existence of
informal associations, the extent of intermarriage and mutual aid) (Grootaert and
Bastelaer 2001). The study found that social capital is not inherently beneficial to all
members of the community. Collective norms accumulated in closed, solitary
communities can exert “levelling pressures” on its members, restricting their efforts
to achieve upward mobility in order to keep all in a similar situation to their peers
(Portes and Sensenbrenner 1993: 1342). This is found in many immigrant
communities, such as the Puerto Rican community in New York and the Haitian
community in Miami, where the solidarity of the group discourages individuals from
pursuing outside opportunities (Portes and Sensenbrenner 1993). Horizontal forms
of social capital are important, but without proper vertical articulations, the impacts
on community development efforts are limited (Grootaert and Bastelaer 2001).

In summary, as above, an open, accountable relationship between the state and
individuals and communities where bridging social capital predominates and higher
levels of trust can contribute to high levels of social cohesion. Trust plays an
important role in accumulating social capital. The development of vertical social
capital is also important for social cohesion.
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3.3 Macro level analysis of socialist market economic system from the
perspective of the “organic solidarity” and the rational strain of social capital
in the context of the Chinese political economic system

This subsection analyses the reasons to establish a complete socialist market
economic system in China. Coleman’s rational strain of social capital indicates that
social capital worked in a way that was broadly comparable to, and congruent with,
the role of the “invisible hand” of the market in classical economic theory (Heinze
and Strunck 2000: 179 cited by Field 2008). Accordingly, this subsection analyses
the rational strain of social capital (Lewandowski 2006). However, central to the
economic or rational strain in contemporary social capital theory is the rational
choice conception of the actor as an essentially self-interested individual whose
behaviour, guided by instrumental reason, always takes the form of strategic action
(Lewandowski 2006). This strain of social capital theory understands trust among
actors as horizontally thin (Lewandowski 2006). This subsection also explains the
reasons why social capital in private companies may work in a way that is similar to
the role of the “invisible hand” of the market in classical economic theory and the
rational strain of social capital. Therefore, this study will test the rational strain of
social capital theory when researching social capital in private companies. The
research of the social capital in private companies in the Chinese macroeconomic
environment will help to explore whether market mechanism can play their regulatory
role to promote the prosperity of all the people and will give new insights for the
rational strain of social capital theory.

Adam Smith thought that market forces establish certain “natural values” by dint of
the operation of competition upon supply and demand. Such “natural value™ then
became a term of comparison, or norm, with which all “artificial prices”, established
by interferences and obstacles in the shape of legal regulations, “exclusive privileges
of corporations, statutes of apprenticeship” and monopolies, could be contrasted and
exposed (Dobb1981: 43). In his treatise “Wealth of Nations”, Smith said: “Whatever
policy tends to raise the market price above the natural, tends to diminish public
opulence.” “All monopolies and exclusive privileges of corporations, for whatever

good ends they were at first instituted, have the same bad effect.” It is by far the best
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policy to “leave things to their natural course” (Dobb 1981: 43). A market - oriented
economy helps consumers obtain a price that is close to the product’s natural value.
This way can safeguard society’s overall interests from the perspective of Smith
(Coase and Wang 2012).

Deng Xiaoping, who was a Chinese politician, took over control of the Communist
Party in 1978. He was responsible for initiating reform of the planned economy
towards a more market-oriented economy (Chow 2015). On December 18th, 1978,
the third plenum of the Eleventh Party was held. The Third Session of the Eleventh
Central Committee of the CPC (1978) was a great historical turning point in China's
socialist cause. This change began with the rectification of the ideological line.
Without the great debate over the criterion of truth and the re-establishment of the
ideological line of emancipating the mind and seeking true facts, it would have been
impossible to correct the previous "Left" mistakes, shift the focus of work to
economic construction and introduce a complete new set of policies of reform and
opening-up. This clearly demonstrates that a correct ideological line is of decisive
importance for a ruling party directing socialist construction. This is the case in
China, as it is in other socialist countries (Yang 2012). The Chinese government took
a number of measures to develop a common market across the whole economy,
first, by signalling the return of competing uses of resources for all economic actors,
and then by allowing resources to move to their most profitable employment. The
market is able to operate in this way because all firms are constrained by a common
market discipline and competition in the product market, which can then lead to
efficient utilization of the factors of production (Coase and Wang 2012). Deng
opened China to foreign investment, the global market and limited private
competition. He adopted an aspiration which encouraged some people to get rich
first; to ultimately achieve common prosperity. “Let some people get rich first,” was
the famous instruction of Deng Xiaoping, as China struggled to throw off the
shackles of Maoist egalitarianism. This aroused people’s enthusiasm for
entrepreneurship. The full mobilisation of enthusiasm, initiative and creativeness in
all quarters has greatly emancipated and developed China's social productive forces.
The reform is aimed at solving the problem of absolute equality (Yang 2012).

Since initiating market reforms in 1978, China has shifted from a centrally-planned to
a market-based economy and has experienced rapid economic and social
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development. GDP growth has averaged nearly 10 percent a year — the fastest
sustained expansion by a major economy in history—and has lifted more than 800
million people out of poverty. With a population of 1.3 billion, China recently became
the second largest economy and is increasingly playing an important and influential
role in the global economy (The World Bank 2016). China’s extraordinary growth
relates China’s reform measures to marketization and privatization processes taking
in other parts of the world, and sees China’s rise as a part, but also a result, of
neoliberal economic restructuring globally (Harvey 2005 cited by Cook et al. 2015).
However, rapid economic ascendance has brought on many challenges as well,
including high inequality (The World Bank 2016). Cheng’s (2007) analysis illustrates
rising income inequality is considered one of the effects of the economic reforms
which were initiated in 1978. The move from egalitarianism to more market-based
income determination has created both winners and losers within China’s
population. For long-term economic prosperity, the country should find a way to
balance the policy that “let a few people get rich first” and the classical beliefs in
egalitarianism (Cheng 2007). In a market economy the masses have a spontaneous
tendency towards individualism (Yu 1997).

Further, there is an economic or rational strain of social capital, found most notably
in the rational choice theory of Becker (1990: 41), and James Coleman (1990a), and
central to policy — oriented theories of growth and economic development such as
those pursued by the World Bank (Lewandowski 2006). Coleman has defined social
capital as a function of social structure which produces advantages (Coleman 1990:
302; from Coleman 1988: S98 cited by Lin et al. 2001): “Social capital is defined by
its function. It is not a single entity but a variety of different entities having two
characters in common: they all consist of some aspects of a social structure, and
they facilitate certain actions of individuals who are within the structure.” (Coleman
1990: 302; from Coleman 1988: S98 cited by Lin et al. 2001). Coleman claims that
social capital worked in a way that was broadly comparable to, and congruent with,
the role of the “invisible hand” of the market in classical economic theory (Heinze
and Strunck 2000 179; cited by Field 2008). Nevertheless, central to the economic or
rational strain in contemporary social capital theory is the rational choice conception
of the actor as an essentially self-interested individual whose behaviour, guided by
instrumental reason, always takes the form of strategic action (Lewandowski 2006).
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Such individualistic rational assumptions regarding the nature of human action
profoundly affect how networks of trust and social norms are understood, and how
these notions are incorporated into the theory and empirical study of social capital.
Indeed, as a consequence of its conception of human actors as utility-maximisers,
this strain of social capital theory understands trust among actors as a horizontally
thin, organisational network which functions to bridge and coordinate individual
actions (Hardin 1993: 2000 cited by Edwards 2007). In a related way, social norms
are construed as outcome-oriented conditional constraints that enable the efficient
coordination and realisation of individual preferences and self-interests within a
social structure (Lewandowski 2006). Difficulties arise when this strain reduces
social norms to rational norms, and conceives of trust horizontally, as merely a
bridging resource that facilitates individuals’ realisations of their rational interests. In
reducing social norms to rational ones, the rational strain’s theoretical assumptions
about the universality of the utility function of human action rules out in advance any
consideration of the kind of non-outcome oriented, unconditional constraints that are
the hallmarks of genuinely social norms. In making trust horizontal, this strain
similarly eliminates any account of the thickness (or normative density) of trust
relations. Such theoretical short-circuiting leads to a levelling of social capital to
rational capital. An analysis of the social character of action, norms and trust is thus
omitted entirely in the rational strain in contemporary social capital theory. The result
is that this strain suffers from “rational reductionism” (Lewandowski 2006).

The rational strain in contemporary social capital theory is predicated upon what
Becker calls “the rationality assumption” (Becker 1990: 41) of methodological
individualism. This assumption takes for granted that human beings’ actions are
governed by a “utility function” (Becker 1978) that serves to minimize transaction
costs and maximize the outcomes of their future-oriented behaviours as they pursue
the realisation of their self-interests. Using this economic approach to human
behaviour, social capital is understood to be the strategic connections between and
among individuals that have functional utility.

Comparably, Smith’'s Wealth of Nations is the theoretical foundation of the market
economy (Coase and Wang 2012). The underlying preoccupation of the early
economists in the age of Adam Smith was the notion of individual self-interest as the

economic driving-force (Dobb 1981). Many of the characteristic notions developed by
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Smith in the “Wealth of Nations” were present in embryo, at least, in his early
lectures prior to 1764. “We address ourselves, not to their humanity, but to their self-
love, and never talk to them of our own necessities but of their advantages.” (Smith
cited by Spencer and Griffith 2012). Smith thought that people’s motivations are
selfish, at least to some extent.

A Capitalist economic system is characterised by economic motivation through profit,
the determination of prices and wages primarily through supply and demand and the
absence of government intervention in the economy (Mooney et al. 2015).
Capitalism emphasizes individualistic pursuit of profit and individual freedom
(Mooney et al. 2015). Furthermore, Smith believed that economic growth stems from
specialization. The best way to maximize profit and the efficiency of production was
for people to specialize in a few select skills, rather than produce whole products
themselves (Cryan et al. 2013). Capitalist society is integrated with a degree of
interdependence as everything needed is manufactured and supplied by other
people, and services are also provided for other people. The division of labour
underlies capitalism’'s success: just as people specialize in specific trades, firms
specialize in core business activities (Mueller 2012). Comparably, organic solidarity
is based on the differences between individuals. As a consequence of a highly
specialized division of labour, homogeneous configuration is lacking and everyone is
special. Meanwhile, mutual dependence between individuals is enhanced, which
shows the importance of mutual cooperation. To sum up: the relations governed by
cooperative law with restitutive sanctions and the solidarity which they express,
result from the division of social labour. In a society of mechanical solidarity, people
deeply believe in a strong collective conscience and common consciousness.
Nevertheless, in the society of organic solidarity, strong collective conscience
scarcely exists. In fact, it is in the nature of special tasks to escape the action of the
collective conscience, for, in order for a thing to be the object of common sentiments,
the first condition is that it be common, that is to say, that it be present in all
consciences and that all can represent it in one and the same manner. To be sure,
insofar as functions have a certain generality, everybody can have some idea of
them. But the more specialized they are, the more circumscribed the number of
those cognizant with each of them. Consequently, the more marginal they are to the

common conscience. The rules which determine them cannot have a superior force,
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the transcendent authority which, when offended, demands expiation (Durkheim
1893 cited by Lukes 2014). From a micro-perspective, Simmel 1971 thinks that the
organizing principle of modern capitalist society is different from any previous
community (cited by Edwards 2007). A person can be a member of different kinds of
organisations and no organisation can own and control individuals. Individuals can
flow between different organisations and each organisation can only constrain a
small percentage of people (Simmel 1971 cited by Edwards 2007). Thus, people can
be in different organisations, which is similar to Durkheim’'s (1893 cited by Lukes
2014) opinion that this transformation causes weakening of control to people, and it

is difficult to develop a common collective consciousness and morality.

Nevertheless, people need to be merged into the collective. Both individual
enthusiasm and collective spirit are needed to construct the country (Yu 1997).
Society is a kind of collective. Sometimes people cannot completely pursue self-
interest and always require some compromises, obedience and even dedication.
“Equality of material conditions and opportunities are basic values of a socialist
society. Socialist values include cooperation, generosity, individual and collective
creativity, personal dignity, solidarity in family, neighbourhood, class and nation.”
(Petras 2002). Equality does not mean Egalitarianism. On the other hand,
marketization produces resources that lie outside government control, making it
possible for non-profits to exist and develop with less dependence on the
government (Hamrin 2006). Early this century, China's economy began to rise (Xiao
2010). The remarkable economic performance China has achieved in the market has
clearly boosted the Chinese leaders’ and general public’'s confidence in the market
economy (Coase and Wang 2012). However, issues relating to social equity and
justice have become increasingly prominent (Xiao 2010). Further research could
explore whether market mechanism can play their regulatory role to promote the
prosperity of all the people.

Particularly, private entrepreneurship was strictly forbidden during Mao’s era; it now
thrives throughout the country and stands firmly as the backbone of the Chinese
economy (Coase and Wang 2012). In democratic societies, individuals in private
firms are allowed to devise their own rules and enforce these rules to deal with the
daily concerns insofar as those rules are “within the broad set of potentially lawful
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rules that are theoretically consistent with the larger constitutional system” (Ostrom,
Gardner and Walker, 1994: 39 cited by Ostrom and Ahn 2013). These working rules
are another important form of social capital (Ostrom and Ahn 2013). Coleman’s work
shared with rational choice theory a highly individualistic, and calculating, model of
human behaviour. Rational choice theory assumed that participation in collective
behaviour consisted of individuals pursuing their own private interests (Field 2008).
Coleman has identified that the rational strain of social capital worked in a way that
was broadly comparable to, and congruent with, the role of the “invisible hand” of the
market in classical economic theory (Heinze and Strunck 2000 179; cited by Field
2008). Therefore, social capital in private companies may work in a way that is
similar to the role of the “invisible hand” of the market in classical economic theory
and the rational strain of social capital. This study will test the rational strain of social
capital theory when researching social capital in private companies. However,
rational choice theory omits consideration of basic elements of human behaviour
such as altruism, love and friendship (Misztal 1996: 80-8; Sztompka 1999: 66 cited
by Field 2008). Thus the research of the social capital in private companies in the
Chinese macroeconomic environment will help to explore whether market
mechanism can play their regulatory role to promote the prosperity of all the people
and will give new insights for the rational strain of social capital theory.

3.4 Internal Migration in China

Even though China is simply growing so fast, China is now facing some outstanding
problems in its push for common prosperity, ranging from growing imbalances
between investment and consumption, which pose a severe challenge to the
country's sustainable development and economic transformation, to the ever-
widening gap between the rich and poor. Power abuse and corruption also remain a
long-standing intractable issue (Chi 2012). Because of reforms and opening up to
the outside world, and reforms in distribution systems and elimination of

egalitarianism, income level differences will widen.

The previous Chinese Premier, Wen Jiabao, warned in early 2010 that: “the Chinese
economy is still imbalanced, inharmonious and unsustainable” (Huang and Wang
2010).
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Despite the government’s deep concerns and its continuous efforts such as the
abolition of agricultural taxes, medical insurance for rural residents and social
security funds in urban areas, the imbalance problems have worsened steadily in
recent years. Most of the policy measures implemented so far have not directly
addressed the incentive structure that caused the imbalance problems: a peculiar
incentive structure that is associated with China’s unique asymmetrical market
liberalisation approach (Huang and Wang 2010). The incentive structure is the root
of the imbalances. When there is a problem in overinvestment, which is driven
mainly by corporate decisions, either capital is too cheap or investors expect overly
high returns, or both. The same is true of efforts to reduce the trade surplus and
stimulate consumption. If the incentives are strong enough, administrative measures
would probably not efficiently curb economic activity (Zhuang 2015). The
government rapidly liberalized product markets, but was reluctant to remove
distortions in factor markets. After 30 years of economic reform, transactions of
almost all products are undertaken within free markets. But the markets for labour,
capital, land, and resources remain highly regulated, and the pricing and costs of
these factors are significantly distorted (Huang 2010 cited by Zhuang 2015). This
asymmetric approach to market liberalization has caused serious distortions in most
factor markets (Huang and Wang 2010). Labour market distortions are most
apparent in the hukou registration system (Zhuang 2015).

Because of the segmentation of rural and urban labour markets, however, as well as
the underdevelopment of social welfare systems, labour costs in China have been
distorted (Huang and Wang 2010). The first classification of the Chinese household
registration system (hukou) is the hukou “type” or “nature”, commonly referred to as
“agricultural” and “non-agricultural” hukou. China’s hukou system became law in
1958, when the National People’s Congress passed its “Regulations on Household
Registration in the People’s Republic of China.” Under these regulations, every
Chinese citizen is assigned a hukou location (hukou suozaidi) and an “agricultural”
(rural) or “non-agricultural” (urban) hukou classification (hukou leibie) (Wang 2005).
In the 1960s and 1970s, this classification determined entitlement to state-subsidized
food grain (referred to as “commodity grain”) and other prerogatives. The hukou
leibie originated from occupational divisions in the 1950s, but as the system evolved
the distinction did not necessarily bear any relationship to the actual occupation of
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the holders. Prior to recent reforms, it was this distinction between agricultural and
non-agricultural status that basically defined one’s relationship with the state and
eligibility for an array of state-provided socio-economic benefits (especially in the
1960s, 1970s and 1980s). The designation of non-agricultural status entitled the
bearer to state-provided: housing, employment, grain rations, education, and access
to medical care, as well as other social welfare benefits (a simple test of a person’s
hukou status in this period was whether he or she held the entitlement to state-
supplied commodity grain). The agricultural population was expected to be largely
self-sufficient, receiving very limited, if any, state beneficence. Those with non-
agricultural status, regardless of their physical location or whether they resided in a
town, small city or large city, were automatically entitled to these benefits because
they were distributed and funded by central government, making non-agricultural
status highly desired throughout the country. Those with agricultural status had no
legal means by which to obtain these resources either inside or outside their
registered location. This mechanism served to curb migration outside the state plan.
Moreover, prior to the late 1990s, any officially permanent migration required
approval from the state to convert hukou status from agricultural to non-agricultural
and to change the place of hukou registration (from a village to a particular town or
city). Transferring status from agricultural to non-agricultural was subject to strict
regulation and control by central government through converting hukou from
agricultural to non-agricultural; the process was utilized largely as a tool for labour
allocation within the centrally planned economy. That is, any rural-to-urban migration
involving permanent hukou change required both a conversion in entitlement status
— the nongzhuanfei process — and a geographical change in residence (Chan and
Buckingham 2008). At that time, no labour mobility was permitted between
agricultural and non-agricultural residences, unless there was special approval by
the government. The Chinese household registration system divided citizens into two
classes for a variety of purposes essential to the function of the state and seriously
affecting the livelihoods of hundreds of millions of ordinary people. The system also
prevented peasants from taking many urban jobs, except for those considered
“dirty,” dangerous or very low-paying. China’s longstanding policy of “incomplete
urbanisation”, as practised in the reform era, allowed peasants to move to the city
but denied them permanent residency rights and many of the associated social
benefits. As is well established, the hukou system is a cornerstone of China’s
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infamous rural—urban “apartheid”, creating a system of “cities with invisible walls.” It
is a major source of injustice and inequality, perhaps, the most crucial foundation of
China’s social and spatial stratification, and, arguably, contributes to the country’s

most prevalent human rights violations (Chan and Buckingham 2008).

This restriction has been relaxed, in recent years, with the growth of the non-state
sector, evidenced by the large number of migrant workers roaming the cities (Huang
and Wang 2010). Tracing the history of internal migration, internal migration was
virtually banned for more than twenty years, to resume only after economic reforms
began in the late 1970s. The success of rural reforms in the 1980s increased farm
productivity and created a large amount of surplus labour in agriculture (Roberts
1997). Not only did the private sector start to grow, but the rapid growth of special
economic zones also created demands for rural labour in urban areas. Around the
same time in the mid-1980s, the food rationing system was dismantled and rural
migrants could buy food and survive in cities (Meng and Zhang 2001). Since then,
the scale of rural-to-urban migration in China has mirrored China’s growing economy
and social transformation, at the same time reflecting many of the economic and
social challenges China faces in its transition to a de facto post-socialist society
(Solinger 1999). Now urbanisation has been designated a national priority and is
expected to occur even more rapidly. On March 16, Premier Li Kegiang's State
Council and the central committee of the Communist Party released the “National
New-type Urbanisation Plan (2014-2020),” which sets clear targets: By 2020 the
country will have 60 percent of its people living in cities, up from 53.7 percent now
(Roberts 2014).

The number of migrant workers moving to cities is expected to surpass 300 million
and possibly reach 400 million by 2050 (Facts and Detail 2012). Luo and Yue (2010)
used the 2007 China Household Income Project (CHIP) survey to examine the effect
of migration on rural poverty. It is likely that migration helps to reduce not only rural
poverty but also rural income inequality. In 2011, the annual per capita net income of
rural households was 6,977 yuan, up by 17.9 per cent, or a real increase of 11.4 per
cent over the previous year when the factors of price increases were deducted. The
median of per capita net income of rural households was 6,194 yuan, up by 19.1 per
cent (National Bureau of Statistics of China 2012). Knight and Ding’s study: “China’s
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Remarkable Economic Growth” (2012) has explained that it is possible for a minority
of villages to develop on the basis of fertile land that permits a prosperous agriculture
but the majority of villages must rely on non-agricultural sources of department. In
our world, almost half of the population resides in urban regions. A major factor
contributing to this phenomenon is rural-to-urban migration (United Nations 2007).

Rural migrant workers have provided vast amounts of cheap labour, aiding China’s
urban growth and economic take-offs (Fan 2002). The majority of rural migrant

labourers are unskilled or low-skilled workers (Chan 2008).

However, within cities, one of the most vulnerable groups are the floating population
who have migrated mainly from rural areas to work in jobs that the indigenous urban
population might spurn because of low wages, or being too arduous or even
dangerous (Cook et al. 2015). Even when rural migrant workers have been working
in cities for years, they are normally not entitled to: pensions, medical care and
housing subsidies, and their children cannot attend local public schools. It is very
difficult for them to settle down. Rural migrant workers’ pay is sometimes only half
the pay of urban residents, even if they do the same job (Huang and Wang 2010).
Labour-market distortions have in fact grown in recent years, despite a relaxation of
policy controls and increasing rural—-urban migration. This is a result of the rising
number of rural migrant workers, widening income gaps between rural migrant
workers and urban workers. Indeed, the statistics suggest that while the demand for
labour has increased in recent years, rural migrant workers’ pay has not kept pace
with that of urban workers, especially when social welfare benefit contributions are
taken into account (Huang and Wang 2010). Migrant workers are still discriminated
against because they are not official urban residents and so not entitled to urban
social welfare benefits (Zhuang 2015). Li, a member of the Political Bureau of the
CPC Central Committee and Premier of the State Council, held a symposium on
economic and social development and reforms. On 19/12/2012, he gave a speech
which stated that China, as a big country, needs should be based on domestic
demand; urbanisation could contribute to domestic demand, and, in order to give
play to the urbanisation’s potential, reform is needed; promoting urbanisation and
transferring rural migrant workers to urban citizens, the reform of the household

registration system also required to be introduced (Li 2012). In November 2013, the
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"CPC Central Committee on deepening reform of the overall number of major
issues" pointed out that "innovative population management, accelerate the reform
of the household registration system demanded full liberalization for migrants settled
in towns and small cities, free from restraints, and orderly liberalization of medium-
sized cities settlement restrictions, reasonably determine the city settlement
conditions, and to strictly control the scale of large urban population.” After nearly a
year of deliberation, on July 30, 2014, the State Council published the Opinions on
Further Promotion of the Reform of Household Registration System, under which
urban and rural residents should no longer be distinguished from one another. A
series of government reforms ensued including those of July 2014 that eliminated
the dual rural/urban nature of HuKou to better address inequality in residency and
build more equitable access to federal services for all Chinese (Cui and Cohen,
2015). Officials have been calling for “equal rights” for all urban residents. A new
word has entered the party lexicon: shiminhua, which means turning a migrant into
an urbanite with all the advantages of a city hukou-holder. The declared aim of
urbanisation now is not just to move people into cities, but, more importantly, to

make urbanites of them (Shambaugh 2016).

The government recognizes that income distribution-related issues tend to delay
growth and may even lead to social instability (Shi and Sato 2006). Knight and Ding
(2012) claim that it is possible for a minority of villages to develop on the basis of
fertile land that permits prosperous agriculture but the majority must rely on non-
agricultural sources of development. One possibility is migration, but the
opportunities may be limited owing to the costs and risk involved. These factors
might be diminished if the village could build up a social network of migrant contacts,
which would reduce informational and transaction costs. In that way, migration from
a village would encourage further migration (Knight and Ding 2012). Another
possibility could involve the development of a village industry (Knight and Ding
2012). However, the deliberately restrictive financial system, which rations credit and
allocates it mainly to large state-controlled firms does so inefficiently, and tight credit
rationing is imposed on rural people (Knight and Ding 2012: 231).

The Chinese hukou system is a state institution that regulates and restricts
population mobility, and was one instrument used by the Chinese government to

88



promote industrialization in the Maoist era. It is one of the most important
mechanisms determining entitlement to public welfare, urban services and, more
broadly, full citizenship (Chan and Buckingham 2008). In its application, it is the
basis for the most serious form of institutional exclusion against mainly rural
residents (Chan and Buckingham 2008). As was mentioned earlier, Bourdieu’s
conception of social capital as a pre-dispositional marker of class identification and
conflict. Moreover, this school of thought suffers from a tendency towards functional
homologism (Lewandowski 2006). From this perspective, perhaps, centrally
organised “bridging” and “linking” forms of social capital may ensure that the
outcome of effective governance be directed to the benefits of all society (Halpern
2005). Chan and Buckingham claim that the abolition of the hukou system and
elimination of restrictions on rural migrants’ rights to the city may appear not only
logical but an inevitable outcome of China’s rapid “market transition”. Thus, it is
necessary and meaningful to explore how to permit rural migrant workers enjoy more
social benefits. Another point worth mentioning is that in some cases, such as
Zhengzhou, an industrial centre in Henan province, reforms were implemented and
then quickly withdrawn. The city began its liberalisation policy in 2001 and increased
that further in 2003, only to have the worst fears of urban protectionists promptly
realised, as city expenditure for public schools, roads, housing and transport
skyrocketed, in addition to increased reports of crime. The new programme was
abandoned in 2004 (Wang 2005). Thus, the abolition of the hukou system will be a
big challenge to urban management (Wang 2005). The right balance has, therefore,

to be struck between liberalisation and restriction.

3.5 Social capital and its impact on rural migrants

This subsection indicates the importance of bridging and linking social capital for
rural migrant workers’ inclusion. It also emphasises the importance of social
interaction that can be intentionally created to encourage development of social
capital in the inclusion of migrant workers within urban communities. Further, this
subsection clarifies the cultivation of generalised reciprocity between rural migrant
workers and urban resident workers would be good for the development of linking

social capital for rural migrant workers. For instance, the generalised reciprocity
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between rural migrant workers and urban resident workers would be good for the

government or companies to make investment in community level social capital.

Being socially and economically disadvantaged, rural-to-urban migrant workers in
China tend to rely on social networks for their migration, employment and settlement
after arriving at their destinations (Wang et al. 2002). Migrants’ social networks
generate social capital, or resources embedded in social structure that can be
invested and utilized by individuals to attain their ends (Coleman 1990) which help
rural migrant workers reduce the costs and risks associated with migration and job
searching and influences their settlement patterns (Korinek, Entwisle and Jampaklay
2005).

One form of social capital, network brokerage, comes from a social network that is
rich in “structural holes” (Burt 2005). “Holes” in a network structure indicate gaps
between groups of individuals, who are only connected via a small number of
bridging ties (Burt 1992). Since information, which is channelled through social ties,
and social contacts that are not closely linked together, tends to possess fresh
knowledge. Those individuals who have ties that bridge two otherwise unconnected
parts of a social network occupy a brokerage position in which they can enjoy the
benefits of speedy, non-redundant information (Granovetter 1973; Burt 1992). When
a person attains independence, that person can be more efficient and process more
information and possess the ability to marshal resources. An unduplicated medium
for information is more readily available. The more social networks migrants have,
the better they can marshal resources. This is the most important condition.
Meanwhile, the more unduplicated social networks migrants have, the more effective
migrants are able to marshal resources (Burt 1992). Burt (1992) also believes that a
social network needs to be built efficiently. If a person’s social network is repetitive,
the information he/she obtain will be identical to others in a similar position. Duplicate
information will cause low efficiency. Following this logic, rural migrant workers who
maintain a loose network structure with fewer less connected social contacts can
thus benefit from having such information advantages and get ahead of competitors
in the labour market (Burt 1992). Granovetter (1973) used social networks to explain
job search problems in the American labour market. In his research, he found that in
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the process of job search in the labour market, weak ties or acquaintances often
provide more valuable information which can more efficiently facilitate job searching
and play an important role in seizing an opportunity in the labour market
(Granovetter 1973). Similarly, Chen, Frank, Dietz, He and Liu (2012) explained that
weak ties may provide direct access to influence and expand information about
employment opportunities for rural migrant workers in China. By contrast, another
form of social capital can be generated from network closure (Burt 2005). Relatives
or strong ties may be more motivated to help with job searches (Granovetter 1973).
Dense networks, consisting of closely linked members, tend to promote norms,
values, trust, and social support within the group (Coleman 1988, 1990). However,
collective norms accumulated in closed, solitary communities can exert “levelling
pressures” on its members, restricting their efforts to achieve upward mobility in
order to keep all in a similar situation to their peers (Portes and Sensenbrenner
1993:1342). Dense networks tend to facilitate social sanctions against anti-normative
behaviours, thereby reducing risks associated with trust; they may also provide
members with access to exclusive supports as well as reliable and high-quality
information (Coleman 1990). Migrants who are closely linked to their community
networks might not be able to enjoy brokerage advantages, as brokerage
advantages come from a personal network which maintains a loose structure with
ties to someone outside the community, such as non-migrants or native urbanites
(Chang et al. 2011). Bridging social capital is outward-gazing and links people
across diverse social circles. It can generate reciprocity across social cleavages and
foster brosder identities (Putnam 2000 cited by Kay and Johnston). Following this
logic, migrant workers need to maintain a loose structure with ties to non-migrants

and native urbanites.

In China, because of the constraints of their rural hukou status, migrants are unlikely
to land employment with a large, stable employer in the formal sector (Guo and
Iredale 2004). With the majority of rural migrants taking low-level jobs in the informal
sector, the information circulated within the migrant community is likely to be about
jobs which pay less and involve hardship and a less desirable working environment
(Chang et al. 2011) In order to promote the integration of urban and rural labour
markets with employment and social security for rural migrant workers, rural migrant

workers need bridging and linking social capital to obtain more recruitment
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information. Bonding social capital is the relationship within a homogeneous group
and “bridging social capital tends to bring together people across diverse social
divisions” (Field 2008). Putnam (2002: 22) states: “Bonding social capital is good for
undergirding specific reciprocity and mobilizing solidarity. Bridging networks, by
contrast, are better for linkage to external assets and for information diffusion.” (cited
by Kay and Johnston 2007). Putnam (2000: 23) believed bridging social capital to be
outward-gazing and links people across diverse social circles. It can generate
reciprocity across social cleavages and foster broader identities (cited by Kay and
Johnston 2007). If the life of rural migrant workers becomes increasingly merged
with the life of city inhabitants, they will have a better chance to obtain access to
more recruitment information. From this perspective, bridging social capital is
needed by rural migrant workers. Bonding and bridging social capital have
resonance with Granovetter's (1983) ideas of “strong ties” and “weak ties”
respectively (Adhikari 2008). According to the logic of ‘weak ties’, organizational
involvement provides bridging social capital by connecting the individual to a wider
range of people (Teorell, 2003). Unlike human capital, which is “lodged in
individuals”, social capital “inheres in the structure of relations between persons and
among persons” (Coleman 1990: 302). An individual can be tied to a network of
relationships, even if this network consists only of ties between members and the
organizational centre (Teorell 2003). Coleman (1988: 96) defines social capital by its
function that: “It is not a single entity, but a variety of different entities having two
characteristics in common: they all consist of some aspect of social structures, and
they facilitate certain actions of individuals who are within that structure.” Wang and
colleagues (2002) found that in Shanghai, while personal networks are the primary
channels for migrants to find jobs, the networks did not help migrants find jobs in
desirable occupations. They also found that jobs acquired through personal ties
tended to pay less than those found through public institutions (Wang et al. 2002).
This verified the function of weak ties. “Strong ties” and “weak ties”, (Granovetter
1983) constitute social capital, the weak, bridging ties can be especially important for
exchange of information and resources between different social or economic groups
within community (Warner et al. 1997). Generalized reciprocity (Putham 1993a;
Potapchuck et al. 1997) depends on the presence of these weak bridging ties. This
is yet more proof of the importance of bridging ties for rural migrant workers and the
bridging ties can contribute to the generalized reciprocity among rural migrant
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workers, non-migrants and urban residents. At the community level these ties are
formed through interactions which emerge naturally as extensions of work, school or
play. In communities where such interactions do not naturally occur, forums for
interaction can be intentionally created and designed to encourage development of
social capital (Warner et al. 1999). From this, social interaction in the inclusion of

migrant workers within urban communities may be judged important.

The decline in relative income reduces individual happiness (Knight and Ding 2012:
258). On the one hand, rural migrant households living in cities reported having
lower average happiness than did urban households (Knight and Ding 2012: 248).
On the other hand, because of narrow reference groups and a limited information
set, rural China is not a hotbed of dissatisfaction with life, despite the relative poverty
and low socioeconomic status of its people in Chinese society. Migrants’ happiness
score is lower than that of rural residents (Knight and Ding 2012: 248). Migration
can also have the effect of reducing rural happiness (Knight and Ding 2012: 259).
The cause of social exclusion includes individuals who do not have strong social
networks (Giddens 2001).The tolerance of diversity is probably a good indicator of
bridging social capital (Harpham et al. 2002). Bonding social capital is to “get by”
and bridging social capital is to get ahead” (Putham 2000). Good inclusion promotes
strong bridging social capital.

According to Woolcock and Sweetser, (2002: 26), “linking social capital pertains to
connections with people in power, whether they are in politically or financially
influential positions.” Linking social capital also includes vertical connections to
formal institutions (Woolcock 2001; Mayoux 2001). The development of linking social
capital for rural migrant workers needs rural migrant workers to gain access to a
stable employer in the formal sector. In the early 2000s, several provinces and cities
such as Guangdong, Beijing, Shanghai and Xiamen started to set up limited social
security schemes to cover rural migrant labour. In a comprehensive survey by the
National Bureau of Statistics in 2006, about one-third of rural migrant labour had
some injury accident insurance cover. In general, the participation rate in these
schemes was low, and coverage was still very partial, far less than similar schemes
for urban workers. About 14 million out of more than 100 million rural migrant

workers had also joined some form of pension scheme by the end of 2005. However,
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there are serious questions about the usefulness, or even the ethics, of selling
pension schemes to migrants because all the schemes required significant
contribution by the workers and are not portable: subscribers must have worked in
one fixed locality for 15 years before being eligible for any pension (Lu et al. 2004).
Because there is a high turnover in migrant employment, it would be legitimate to
consider how many migrants would ever meet the requirements to collect benefits in
their later years. Beginning in 2006, central government abolished the hukou
requirement when new civil servants are appointed; presumably, the new positions
would now be open to all citizens, including rural residents, regardless of hukou
status (Chan and Buckingham 2008). This was a positive move, but was only
applicable for the more educated (Chan and Buckingham 2008). In addition, by
promoting urbanisation rural migrant workers should enjoy the same treatment as
urban residents. If, finally, there was still no equality of employment, right to take up
residence, the right of sharing education, medical treatment, social security, public
service or the right of welfare after the abolition of agricultural hukou status, the

contribution made by the abolition of agricultural hukou status would be small.

Furthermore, Coleman (1994) was ambivalent about the potential for political
intervention. He accepted there were risks of market failure in the production of
social capital as a by-product of other activities and thought social capital, as a public
good, would probably suffer from under-investment. He also suspected state
intervention might make matters worse because the essence of social capital
conceived that activities and relationships were freely engaged in by individuals,
which could only suffer if government stepped in (Field 2008: 135). On the other
hand, it would be possible for government institutions to build social capital (Evans,
1996 and Skocpol, 1996 cited by Warner 2001). Deng Xiaoping said: “the main point
| want to make is that the central leadership must have authority. The reform can be
successful only if it is conducted under proper leadership and in an orderly fashion. If
the Central Committee and the State Council have no authority, the situation will get
out of control.” (selected works of Deng Xiaoping 1993: 277). Whether social
structures were flat or hierarchical; economic inequalities and social class were
some of the main determinants of social capital (Halpern 2005). Hierarchically
structured programmes were less likely to build community social capital than

decentralized programmes which were built on community assets through horizontal
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partnerships with community residents (Kretzman and Macknight, 1993; Crocker et
al., 1998; Potapchuck et al., 1997, 1998; Harwood Group, 1997 cited by Warner,
2001).

Horizontal ties ensured broad community involvement and vertical (bridging) ties
facilitated system change (access to resources allied to policy change). The nature
of the forum created by the intervention would have important impacts on the type of
linkage built. Investments in individual social capital would be most likely to yield
direct returns. Returns on investments in community level social capital required
generalized reciprocity and democratic responsive government. Balanced autonomy
and strong horizontal linkage reinforced generalized reciprocity and democratic
governance. Thus, areas with higher levels of horizontal social capital would provide
more fertile environments for additional social capital investment (Warner 2001).
Therefore, on the premise of generalized reciprocity between rural migrant workers
and urban resident workers, linking the social capital of rural migrant workers would
need to be developed. It will, in the future, be necessary to make a thorough
investigation of the cultivation of generalized reciprocity between rural migrant

workers and urban resident workers.

In summary, according to Deng Xiaoping’'s theory, a planned economy does not
equate with socialism, a market economy does not equate with capitalism, and a
market economy can be practised under socialism (Deng cited by Yang 2012). This
is because from the planned economy during Mao’s regime, the state continued as
the main guiding institution in the planning of the country’s economic development,
even after the economic reformation and opening towards market forces and
globalization (Jiang 2012). The focal point of Marx’s socialism is that society controls
all productive means and takes charge of the whole process of production and
distribution. Practice has proved that overall state control in production and
distribution dampens the enthusiasm of the masses and harms the development of
the economy. But state regulation of supply and demand is necessary for the stability
of economic development; social security is humane and can keep society stable (Yu
et al. 1997). Therefore a market economy with state regulation and social security is
comparatively good and realistic. It is called “social market economy” (Yu et al.
1997). In this “socialist market economy” model, a capitalist market economy is
combined with socialist state intervention (Chen 2002 cited by Jiang 2012). Besides,
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developing countries need to protect and nurture their products before they acquire
the capabilities to compete in the world market unassisted. In the earlier stages of
development, markets do not function very well for various reasons (for example,
poor transport and poor flow of information). This means that the government needs
to regulate the market more actively and sometimes even deliberately create some
markets (Chang 2010). Democratic centralism is China's fundamental systems of
organization and leadership. Democratic centralism is a system that integrates
centralism on the basis of democracy with democracy under centralized guidance
(Wang 2013). Centralism also plays an important role in the market economy.

On the other hand, Chinese Model Theory advocates a new path of economic
development, a new state power structure and a new type of social governance
dominated by the government and supported by nationalism. In essence, it rejects
universal values (Xiao 2010). The Chinese Model Theory is trying to replace
universal values such as modernity, freedom, individual rights, democracy and
rationality with modernization, stability, national interests, personal livelihood issues
and ideals, rather than seeking to balance the two blocs. It suggests the revival of
ideology. It misreads and misinterprets universal values and modern society. It is a
kind of narrow-minded nationalism that rejects universal civilization (Xiao 2010).
Therefore, replacement theory poses a dangerous proposition. Adhering to universal
values, while creating Chinese-style approaches, is truly the objective for our time
(Xiao 2010). However, universal civilization needs the inclusion of migrant workers
within urban communities. Further, as what was analysed before, because areas
with higher levels of horizontal social capital would provide more fertile environments
for additional social capital investment (Warner 2001), the cultivation of generalised
reciprocity between rural migrant workers and urban resident workers would be good
for the government to make investments in community level social capital. In addition,
rational choice theory is insufficient to explain decision making behaviour as rational
choice theory omits consideration of basic elements of human behaviour such as
altruism, love and friendship (Misztal 1996: 80-8; Sztompka 1999: 66 cited by Field
2008). Simmel’s sociology of sociability is an aesthetic action theoretical model of
human association rather than rational, normative, or class-determined aesthetic
action theoretical model of human association. “Everyone should guarantee to the
other that maximum of social values (joy, relief, vivacity) which is consonant with the
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maximum of values he himself receives.” (1949: 257 cited by Edwards et al. 2007).
Nevertheless, Simmel takes seriously the difficulty of generalising the democratic
structure of sociability between and among social classes; this democratic structure
can at best be realised only within social strata, not up and down the social ladder
(Simmel 1949: 257 cited by Edwards et al. 2007). Indeed, because national
institutional arrangements do not give rural migrant workers enough space in the
urban community and urban communities have not treated them as the members, it
has probably caused social exclusion. The inclusion of rural migrant workers in the
urban communities, namely, the inclusion of two social strata, deserves discussion
and exploration. There is a perception within the literature: there is a strong degree
of complementarity between horizontal associations that Putnam made famous in his
seminal book on democracy in Italy (1993) and hierarchical associations which
Coleman (1990) referred to and macro institutions, and their coexistence that
maximizes the impact of social capital on economic and social outcomes (Grootaert
et al. 2008: 3). From this perspective, the inclusion of collectivism, altruism, market-
oriented economies, rational choice theory and macro institutions raises some very
interesting issues. However, urban integration of migrant workers has not been taken
account of when institutional factors and organisational systems factors are
considered. From this literature review, it has become apparent that a complete
theoretical framework of integration of migrant workers needs to be formed, taking

into account institutional actors, organisational systems factors.
3.6 Thetheoretical framework of social capital

In this subchapter, the researcher has built a model by combining meso level social
capital (companies), with macro level social capital (institutions) and micro level
social capital (individuals), thus, a macro level analysis of social capital in China has
been linked to the meso level analysis of social capital in organisations (private
companies and an SOE) and the micro level analysis of the social capital of rural

migrant workers.

3.6.1 Interaction and Distance

“For Simmel, society is made up of the interactions between and among individuals."
(cited by Farganis 1993: 133)
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Social interaction, looking to the reaction of others, and seeking the recognition and
awareness of others must be regarded as an essential aspect of individual
personality. In this way, Simmel ties together the individual and the social, and each
requires the existence of the other. For Simmel, there is a dynamic or dialectical
tension between the individual and society: individuals are free and creative spirits,
yet are part of the socialization process (cited by Farganis 1993).

Ritzer notes that humans possess creative consciousness and the basis of social life
is: "conscious individuals or groups of individuals who interact with one another for a
variety of motives, purposes, and interests.” (1992: 163) People are conscious and
creative individuals and the mind plays a crucial role in this mutual orientation and
social interaction. This creativity allows for flexibility and freedom on the part of the
individual, but, at the same time, it helps to create structures of objective culture that
may constrain and stifle this freedom. That is, social interaction becomes regularized
and has patterns to it, and these become forms of association. These patterns and
forms, regardless of their content, is what sociologists should study (cited by
Farganis 1993). From this perspective, the importance of the inclusion of different
social ranks may be observed. Lin Nan (2001) thinks that homogeneous interaction
refers to the relationship between two actors with similar wealth, prestige, power /
status characters and life style. Heterogeneous interaction refers to the relationship
between two actors who have different resources. Interaction can permit people
obtain resources from other people and from other people’s relative position in the
society. Such resources can be converted into social capital on the premise that the
resource contributes to individual action of the actor. From this perspective,
interaction is one fundamental condition in the establishment of social capital.

Skocpol and Foriona (1999) thought that people who regularly interact with each
other supposedly not only learn to work with each other to solve collective problems,
but they learn to trust each other and develop norms of reciprocity as well (cited by
Smidt 2003). Dense, high quality links among persons and households, often
through neighbourhood or community organizations, enhance interpersonal trust
among units so linked (Kay and Johnston 2007). Putnam (1995a, 67) describes
several positive outcomes to communities rich with social capital: when economic

and political negotiation is embedded in dense networks of social interaction,
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incentives for opportunism are reduced (Kay and Johnston 2007). Dense networks of
interaction probably broaden the participants’ sense of self, developing the “I” into
the “we” or (in the language of rational-choice theorists) enhancing the participants’
“taste” for collective benefits (Lin and Mele 2013).

3.6.2 Norms

Coleman (1990 cited by Lin et al. 2001) emphasizes how individuals may use socio-
structural resources to obtain better outcomes in their individual actions. According
to Coleman: “...a norm concerning a specific action exists when the socially defined
right to control the action is held not by the actor but by others.” (Coleman 1994:
243). Therefore, norms may be perceived as macro-level products based on
purposive actions of individual actors at the micro level (Coleman 1994). In addition,
Lewandowski (2006) believed that central to the economic or rational school of
thought in contemporary social capital theory is the rational choice conception of the
actor as an essentially self-interested individual whose behaviour, guided by
instrumental reason, always takes the form of strategic action. Coleman summarized
his rational theory up to this point as follows: actors are seen as beginning with
resources over which they have some (possibly total) control and in which they have
interests. Social interdependence and systemetic functioning arise from the fact that
actors have interests in events that are fully or partially under the control of other
actors. The result of the various kinds of exchanges and unilateral transfers of
control that actors engage in to achieve their interest is ... the formation of
relationships having some persistence over time. Authority relations, relations of
trust, and consensual allocations of rights which establish norms are the principal
ones that have been examined here (Coleman 1990: 300). Therefore, Coleman’s
rational choice theory is characterised by the starting point of research into the
individual action. Rational people’s reasonable actions help to shape norms and also
breed social structure and actionist organization. Individual actors interact with each
other or transfer the control of resource in order to achieve their interests, and their
actions are partially or totally controlled by other actors because of norms. This
forms social relational structures such as trust relations or authority relations. This
social relationship can offer individual actors new resources and facilitate certain

actions related to them. Coleman understood and treated social capital as a
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structural variable, something that only exists between and among certain individuals
within a particular context (Smidt 2003). For example, Coleman (1990, 302) states
that unlike other forms of capital, social capital inheres in the structure of the
relations between persons and among persons. It is lodged neither in individuals nor
in physical implements of production. As such, social capital is not a property of
characteristic of an individual, and as such it is not transportable resources that one
takes with oneself in entering a new relationship with some strangers. Rather for
Coleman, social capital is something that is socially embedded in particular
relationships (Smidt 2003). Corporate organisations have a set of organisational
structures in which other individual actors can attain their objectives. If the corporate
actors’ interests match other individual actors’ interests, the legality such as
complying with requirement of rationality will contribute to the interests of corporate
actors and individual actors. From this perspective, norms can include three levels.
Micro level norms can be action norms of a small group. Meso level norms can be
organisational culture. Macro level norms can be cultural. Norms are the
precondition of individual interactions. Both Bourdieu and Coleman tended to treat
social capital as something which delivered benefits to its individual owners, in the
form of reliable expectations about the behaviour of others (Field 2008). Therefore,
norms ensure an individual’s behavioural expectations. When norms take place,
norms can guide individuals’ action and decide their benefits. As above, Coleman,
while defining social capital as consisting of any social structural features or
resources that were useful to individuals for specific actions, stressed that social
capital was a public good. Because social capital was a public good, it depended on
the good will of the individual members to make such efforts and not to be free
riders. Thus, norms, trust, sanctions, authority and other structural “features” became
important in sustaining social capital (Lin et al. 2001). It deserves exploring to
understand what norms/company culture and the structure of the relations between
persons and among persons in companies can contribute to the inclusion of rural

migrant workers within urban communities.

3.6.3 Different levels of social capital

Leana and Van Buren (1999) consider that social capital may be separated into
individual social capital and collective social capital. Personal social capital refers to
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external social capital or personal possessions that mainly include personal
relationships at the micro level and resources involved in those relationships.
Personal social capital also includes resources brought about by individual
positioning in the social network structure. Collective social capital refers to inherent
social capital or public goods that mainly include mutual trust and social bonds in the
macro level groups and group structure. From this perspective, individual position in
the social network and group structure belong to meso-level social capital. Personal
external relations belong to micro level social capital. The jobs rural migrant workers
obtain and the various companies to which they contribute can give them different
social capital. The different organisations that rural migrant workers may join, and
the jobs rural migrant workers attain in the organisations may determine the social

distance between rural migrant workers and urban citizens.

Bourdieu (1986: 248) provides a concise definition: “Social capital is the aggregate of
the actual or virtual, that accrue to an individual or group by virtue of possessing a
durable network of more or less institutionalized relationships of mutual
acquaintance and recognition.” For Bourdieu, social capital is related to social
networks of mutual acquaintance and recognition; further, this social relationship
network is more or less institutionalised. Therefore, institutions play a leading role in
this social capital model. This network of relationships is a product of investment
strategies, either individual or collective, aimed at establishing or reproducing social
relationships that are usable in the future (Kay and Johnston 2007). From this
perspective, institutions such as political systems and corporate systems are macro
level social capital and the social network of mutual acquaintance and recognition is
micro level social capital. A nation’s management philosophy is achieved through
management models/company systems at the meso level. When rural migrant
workers’ social capital in organisations are analysed, this social capital model will be
used.

In addition, measurement of social resources can be further specified as network
resources and contact resources. Network resources refer to those embedded in
one’s ego-networks, whereas contact resources refer to those embedded in contacts
used as helpers in an instrumental action, such as job searches. Thus, network
resources represent accessible resources and contact resources represent

mobilized resources in instrumental actions. For contact resources, the
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measurement is straightforward: the contact's wealth, power and/or status
characteristics, are typically reflected in the contact’s occupation, authority position,
industrial sector, or income (Lin et al. 2001). From this perspective, contact
resources of rural migrant workers and rural migrant workers’ network resources can

be analysed.

There is a strong degree of complementarity between horizontal associations that
Putnam made famous in his seminal book on democracy in Italy (1993) and
hierarchical associations which Coleman (1990) referred to, and macro institutions,
and their coexistence that maximizes the impact of social capital on economic and

social outcomes (Grootaert et al. 2008: 3).

In summary, the researcher will analyse rural migrant workers’ social capital from the
perspectives of personal social capital (personal relationships/social networks) and
collective social capital as expressed by Leana and Buren (1999). In particular, the
researcher will analyse rural migrant workers’ personal relationships/social networks,
interactions and mutual trust; group structure/company system (social capital in
different types of companies) and norms regarding rural migrant workers’ working

environment. This can be described in table 3.6.

Specifically, social capital’s characteristic elements and indicators include high levels
of trust, robust personal networks and vibrant communities, shared understandings,
and a sense of equitable participation in a joint enterprise — all things that draw
individuals together into a group. This kind of connection supports collaboration,
commitment, ready access to knowledge and talent, and coherent organisational
behaviour. This description of social capital suggests appropriate organisational
investments. Even when social capital investments are made solely by individuals
who develop ties with one another, many real advantages accrue to the organisation
as a whole (Cohen and Prusak 1992). Thus it is meaningful to research how
individuals invest their social capital through developing ties with one another to
benefit the organisations. From this perspective, the meso level social capital that
organisations have is linked to the micro level social capital that individuals have. In
addition, the findings of comparative economic studies conducted by political
scientist at the World Bank and other global institutions thought that some countries

are more richly endowed with natural resources than others, but institutional
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traditions, levels of trust and reciprocity, the rule of law, and the sense of community
are at least as important to a nation’s health as the available raw materials (Cohen
and Prusak 1992). Thus, the increase of levels of reciprocity and trust in

organisations can also promote a nation’s health.

Most researchers working on social capital probably agree that the significance of a
theory of social capital lies in its intended demonstration that structure and action
interact in a meaningful way (Lin et al. 2001). Thus, good social structure of
organisations / communities (the structure of the relations between persons and
among persons in companies) and good company system can facilitate interaction
and trust among rural migrant workers and urban workers in the context of their
working environment. Ideally, research programmes should seek to clarify
simultaneously how individuals are afforded and constrained by their relative
accessibility to resources embedded in the social structure, and how they take
actions to mobilize the embedded and accessible social resources to generate
returns for their own well-being. Thus, a social capital theory must contain and
demonstrate the meso-micro linkage and the dynamic interactive effects between
structure and action (Lin et al. 2001). Based on this analysis, it can be argued that a
critical aspect of research is the point where individuals intersect with structure —

which embedded resources are accessible to whom.

The resources rural migrant workers could access to help them integrate into the
urban working activities were influenced by their social network and social structure
which were both connected to the social and organisational system. Certain people
or certain groups were connected to certain others, trusting certain others, obligated
to support certain others, and dependent on exchange with certain others. Holding a
certain position in the structure of these exchanges could be an asset in its own right.
That asset was social capital (Lin et al. 2001). Social structure was a kind of capital
that could create for certain individuals or groups a competitive advantage in
pursuing their ends (Lin et al. 2001). Furthermore, Foley and Edwards (1999) specify
that trust and reciprocity are developed between individuals as they interact but trust
and reciprocity are also a function of the social fabric of the community, the social
infrastructure (cited by Halstead and Deller 2015). It is further argued that this forging
of interpersonal trust has consequences for the political system in that such personal

103



trust “spills over” into a kind of “generalized trust” in others as well as a trust in
government more generally. The net results that flow from this learning of social trust
through regular and sustained civic engagement are increased capacities “wise
public policy, robust economic development, and efficient public administration”
(Skocpol and Foriona 1999 cited by Smidt 2003). Good social structure promotes the
forging of interpersonal trust. Social networks reinforce the social norms and sense
of trust and reciprocity that Bourdieu, Coleman, and Putnam regard as components
of social capital (Halstead and Deller 2015). Woolcock (2001) also claim that if trust
and social norms are considered products or benefits of social capital then the
empirical research should focus on the structure of the social networks and social
infrastructure as the source of social capital (cited by Halstead and Deller 2015). On
the other hand, Markeson and Deller (2015) claim that even if a community has
strong networks of association, a non-supportive implicit institutions will slow down

business start-ups (cited by Halstead and Deller 2015).

Accordingly, this study will research how institutional and organisational factors (for
example institutional rule) and the structure of relations between persons and among
persons of SOEs and private companies affect the inclusion of rural migrant workers
in the context of their working environment. It will examine social capital and its

relationship with employees’ performance at the organisational level.

Table 3.6 The theoretical framework of social capital

Macro level social capital Institutions (Bourdieu 1986) - A nation’s
management philosophy can be achieved
through company management
models/company systems/institutions at the
meso level.

Meso level social capital Collective social capital which mainly include
mutual trust, social bonds and
group/company structure (Leana and Van
Buren 1999); norms (organisational culture)
(Coleman 1990)

Micro level social capital Personal resources (contact resources and
network resources) (Lin et al. 2001)

104




Literature review: summary

This chapter analysed central planned economy that SOEs have the components of
and the similarities between the operation of command economy and Bourdieu’s
Marxist strain of theory of social capital. Collective culture was a foundation for the
collective economy in the era of the Chinese planned economy (Shih 1999).
Bourdieu (1986) identified that social capital facilitates intra-group mutual
recognition, solidarity, and obligations among individual group members (cited by
Lewandowski 2006). In terms of people who were assigned to SOEs, housing,
medical care and an old age free of financial problems would be more or less
secured (Peverelli and Song 2012). This study integrates the Marxist strain of social
capital theory (Bourdieu 1986) into the research of SOEs. Therefore, the research of
social capital in SOEs will give new insights for the Marxist strain of social capital
theory. It puts forward a question as to if there is a bond of sympathy and cohesion
that has developed between members of SOEs.

However, the coherent and homogeneous society as characterised by Durkheim’s
“mechanical solidarity” (Durkheim 1893 cited by Lukes 2014) lacks weak ties
(Granovetter 1973 cited by Edwards et al. 2007). Weak ties or structural bridges are
of greater value to individuals in accessing important resources than strong ties.
(Granovetter 1973: 1366; Burt 2000; Lin 2001 cited by Edwards et al. 2007) (See
3.1).

China is a country with a large power distance culture. It is important to cultivate
norms concerning cooperation in the context of unequal power relationships in the
Chinese workplace/work environment (See 3.1). China practises democratic
centralism. Because of the similarities between mutual obligations and cooperative
actions (the democratic strain of social capital) and collectivism, social capital under
democratic centralism may be similar to the democratic strain of social capital.
However, the democratic strain of social capital is imperfect in China as the
democratic system is not perfect. The reforms have faced powerful resistance by
vested interests, above all local governments, huge state-owned enterprises and the
new middle class, which would rather not share the fruits of growth with rural
migrants (Tanaka 2015). Therefore, it is necessary to initiate “bridging” and “linking”
forms of social capital to ensure that the outcome of this economic system is directed
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towards the benefit of all of society and the collective reaches out to other and better
resources (See 3.2.2). However, in societies such as China, where family and kin
are the core structures, strong ties occupy a central position in networks. Weak ties
are less likely to be directly evoked and must be accessed through chains of strong
ties (Lin et al. 2014) (See 3.2.3). Hamrin’s (2006) analysis of China’s social capital
demonstrates that these particularistic private social capitals for personal and family
advancement tend to inhibit the accumulation of public social capital for the common
good of the nation. This study will research what kind of social structure/the structure
of the relations between persons and among persons in companies can promote
social trust outside circles of kinship and personal acquaintances between rural
workers and urban citizens (See 3.2.3). Trust plays an important role in accumulating
social capital. The development of vertical social capital is also important for social
cohesion (See 3.2.5).

The subchapter 3.3 analysed the market economic system from the perspective of
the rational strain of social capital and the “organic solidarity” (Durkheim 1893 cited
by Lukes 2014). However, according to the literature review, norms and trust is
omitted entirely in the rational strain in contemporary social capital theory. This strain
suffers from *“rational reductionism” (Lewandowski 2006). People lack collective
consciousness. China is now facing some outstanding problems in its push for
common prosperity. In order to promote common prosperity, further research could
explore whether market mechanism can play their regulatory role to promote the
prosperity of all the people. Particularly, this study will integrate the rational strain of
social capital theory into the research of private companies. Thus the research of the
social capital in private companies in the Chinese macroeconomic environment will
explore whether market mechanism can play their regulatory role to promote the
prosperity of all the people in the context of their working environment and will give
new insights for the rational strain of social capital theory.

Because of the segmentation of rural and urban labour markets as well as the
underdevelopment of social welfare systems, labour costs in China have been
distorted. In the practice of market forces, it is important to contribute to the inclusion

of rural migrant workers within urban communities. The declared aim of urbanisation
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is not just to move people into cities, but, more importantly, to make urbanites of
them (Shambaugh 2016) (See 3.4).

Bridging ties can contribute to the generalized reciprocity among rural migrant
workers and urban residents. The development of linking social capital for rural
migrant workers needs rural migrant workers to gain access to a stable employer in
the formal sector such as SOEs. Areas with higher levels of horizontal social capital
would provide more fertile environments for additional social capital investment
(Warner 2001). Therefore, on the premise of generalized reciprocity between rural
migrant workers and urban resident workers, linking the social capital of rural migrant
workers would need to be developed. It will be necessary to make a thorough
investigation of ways in which to cultivate generalized reciprocity between rural

migrant workers and urban resident workers (See 3.5).

A nation’s management philosophy can be achieved through company management
models / company systems at the meso level. Good social structure of organisations
/ communities and good company system can facilitate interaction and trust among
rural migrant workers and urban workers in the context of their working environment.
Good connection suggests appropriate organisational investments. Even when
social capital investments are made solely by individuals who develop ties with one
another, many real advantages accrue to the organisation as a whole (Cohen and
Prusak 1992). It is also meaningful to research how individuals invest their social
capital through developing ties with one another to benefit the organisations.
Furthermore, the forging of interpersonal trust has consequences for the political
system (Skocpol and Foriona 1999 cited by Smidt 2003). Therefore, these
necessitate analysis of the social structure in organisations. Subchapter 3.6 built a
research model, combining meso level social capital that companies have with
macro level social capital (institutions) and micro level social capital (rural migrant
workers’ social network). Thus, a macro level analysis of social capital in China has
been linked to the meso level analysis of social capital in organisations (private
companies and an SOE) and the micro level analysis of the social capital of rural
migrant workers (See 3.6).

This study will analyse rural migrant workers’ social capital, as affected by the

institutional and organisational factors and the social structure of SOEs and private
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companies, in order to evaluate the contribution of social capital to the rural migrant
workers’ assimilation process in the context of their working environment (See
chapter 5). The research of social capital in SOEs and social capital in private
companies can help to gain new insights into the Marxist strain of social capital and
the rational strain of social capital respectively and gain insight into Chinese
macroeconomic policies (See chapter 5). This can facilitate the exploration of the
promotion of public social capital for the common good of the nation.
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CHAPTER FOUR

Research methodology and pilot study

4.1

4.2

4.3

Research design

Clarification of how the research methods help in achieving
research aims and objectives of this thesis and philosophical
justification for the usage of these research methods of the
research methods

The theoretical background of research methodology for the

interview analysis

4.4 The design of the questionnaire
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Introduction

This chapter explains the research methodology and the specific research methods
and provide a philosophical justification for these research methods. A case study
approach has been used in this research. This case study has been used in relation
to the discovery of information and the testing of theory. A quantitative approach to
the research and a qualitative approach to the research have been adopted to
provide a more complete set of findings and to check the validity of the findings by
cross-checking them. In this chapter, the researcher explored how to use content
analysis to understand the respondents’ answers. The content analysis strengthened
the researcher’s insights and helped to rationalise them. Then the researcher
explored how to analyse the interviews’ transcripts under the guidance of
Constructivism (Andrews 2012) and Structuralism (Grbich 2007). This method has
contributed to a deep understanding of interviewees’ opinions and how social factors
and employees’ working environment have influenced rural migrant workers’
inclusion within the urban community in Shandong Province. The section of the
design of the questionnaire explains how social capital theories such as the Marxist
strain of social capital and the rational strain of social capital are linked to the

research instrument: the questionnaire.
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4.1 Research design

This research study was conducted in the social world, also known as social science
(Babbie 2005). Methodology is a way of thinking about and studying social reality
(Strauss and Corbin 1998). Methodology refers to the overall approaches and
perspectives to the research process, from the theoretical underpinning to the
collection and analysis of the data (Collis and Hussey 2003: 55). Research methods
are a set of procedures and techniques for gathering and analysing data (Strauss
and Corbin 1998).

A case study methodology has been used in this research as there were, perhaps,
insights to be gained from investigating an individual case, which could have wider
implications and, importantly, that would not have come to light through the use of a
research strategy that tried to cover a large number of instances: a survey approach.
A case study approach can help to study factors in sufficient detail to unravel the
complexities of a given situation. In case studies, there is a tendency to emphasize
the detailed workings of relationships and social processes (Denscombe 2010).

The use of more than one research method sits comfortably within a case study
approach. This case study is used in relation to the discovery of information (an
inductive logic) and the testing of theory (a deductive logic). Thus, this study
incorporates elements of both. It is also useful to utilise, whenever possible and
appropriate, different research tools or data collection methods (Turner et al. 2011).
Therefore, the researcher has adopted a quantitative approach to the research and a
qualitative approach to the research to provide a more complete set of findings and
to check the validity of the findings by cross-checking them, utilising the two
methods. Quantitative research and qualitative research are complementary
strategies to contribute to the knowledge of rural migrant workers’ urban inclusion. In
this study, a quantitative approach is linked to a social research method:
guestionnaires and qualitative approach is linked to a social research method:

interviews.

In terms of a quantitative approach, efforts should be spent in defining clearly the

group or groups of people that the research is focused on in order to construct a
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representative sample (Munn and Drever 1990). This is to ensure a good
representative sample of different opinions from workers who are from both rural
areas and cities in a state-owned enterprise and private companies. Therefore,
purposive-sampling (Denscombe 2010) using questionnaires was carried out on
rural migrant workers and urban workers in private companies and in a state owned
enterprise. Based on important characteristics that are meaningful for the objectives,
a different sample group was drawn from the sample of staff in private companies
and the sample of staff in the state owned enterprise. The sample group contained a
mix ranging from staff changing from *“agricultural to non-agricultural” status in
private companies, and staff with “agricultural household registration” in private
companies, urban workers in the private companies, staff changing from “agricultural
to non-agricultural” status in the state-owned enterprise, staff with “agricultural
household registration” in the state-owned enterprise and urban workers in the state-
owned enterprise. Additionally, snowball sampling was also used to complement
purposive-sampling. With snowball sampling, the sample emerges through a process
of reference from one person to the next (Denscombe 2010). Selection is based on
trust relations, relatives, friends and classmates, and referrals between different
groups. The initial study took place in Zoucheng city and Rizhao city in Shandong
Province, where the large SOE and private companies are to be found. They are as
follows: State Owned Enterprise D in Zoucheng city; Company B (private company in
Zoucheng city); Company C (private company in Zoucheng city); Company F (private
company in Zoucheng city), and Company A (private company in Rizhao city). For
the sample size see Table 4.1. Through collecting the data from questionnaires, the
data between the groups are analysed and contrasted. This helped to identify the
motivation of rural migrants in moving to urban communities and contributions and
influences of effective organizations, institutions, norms, culture and social networks
in different types of companies on inclusion of rural migrant workers within urban
communities. However, this method has some limitations as people omitted might
have held different opinions.

Table 4.1 Sample Size
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Samples

SOE Private companies
urban citizens 100 90
staff changing from | 37 91

“agricultural to non-

agricultural” status

staff with “agricultural | 30 201
household registration”

In terms of a qualitative approach, the interviews were semi-structured interviews.
This allowed interviewees to follow their own thoughts. The researcher interviewed
12 rural migrant workers from Zoucheng city, in Shandong Province in order to
understand rural urbanisation in their hometown: villages and the motivation behind
their move to urban communities and asked their opinions about the city life, urban
citizens and rural workers. Interviews focused on how rural urbanisation has
changed their hometown - village, whether urban citizens and rural migrant workers
behaved towards one another in a way which was socially acceptable to each other
in China; to determine what kind of factors gave hope to individual lives,
standardized people's behaviour, embodied social emotion and developed social
approval. They were conducted to help to identify the motivation of rural migrants
moving to urban communities in China alongside the quantitative data analysis. For
details see Chapter 5.8. In this process, the researcher understood the difficulties
faced by rural migrant workers were brought about by urbanisation and also
analysed their difficulties through interviews as presented in Chapter 5.8. Then the
researcher interviewed 10 selected managers in the private companies A, B, C and
F and a State Owned Enterprise D to discuss how to help rural migrant workers be
included within urban communities regarding their working environment. See
Chapter 5.10 and 5.11.

4.2 Clarification of how the research methods help in achieving research aims
and objectives of this thesis and philosophical justification for the usage of
these research methods of the research methods
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This study considers the relationship between theory and practice. Accordingly, in
the stage of exploration of practice (Dul and Hak 2012), as is described in the
literature review, Huang and Wang’s (2010) analysis demonstrates how a peculiar
incentive structure is associated with China’s unique asymmetrical market
liberalisation approach. The incentive structure is the root of the imbalances of the
Chinese economy (Zhuang 2015). This asymmetric approach to market liberalization
has caused serious distortions in most factor markets. Because of the segmentation
of rural and urban labour markets, however, as well as the underdevelopment of
social welfare systems, labour costs in China have been distorted (Huang and Wang
2010). Within cities, one of the most vulnerable groups are rural migrant workers
(Cook et al. 2015). Even when rural migrant workers have been working in cities for
years, they are not entitled to urban social welfare benefits (Zhuang 2015). Rural
migrant workers’ pay is sometimes only half the pay of urban residents, even if they
do the same job (Huang and Wang 2010). The declared aim of urbanisation now is
not just to move people into cities, but, more importantly, to make urbanites of them
(Shambaugh 2016). With the aim of getting recommendations regarding promoting
the balanced development of the Chinese economy and the inclusion of rural migrant
workers within urban communities, an exploration of theory (Dul and Hak 2012) is
also conducted. Through the exploration of the Marxist strain of social capital theory
as integrated into the research of state owned enterprises (SOEs) under the Chinese
political economic system, this study posits the question as to whether there is a
bond of sympathy and cohesion that has developed between members of SOEs.
Through the exploration of the rational strain of social capital theory as integrated in
research into private companies, this study posits the question as to whether there is
a lack of mutual altruism in private companies. The answers to these questions will
give new insights to the social capital theory and enable the practitioner — the nation
to obtain the relevant knowledge to make decisions in the current phase of the
problem. Particularly, the quantitative data analysis of responses from the rural
migrant workers and urban workers collected is discussed alongside the feedback
received from the semi-structured interview in this study. This was conducted to
analyse the assimilation process of rural migrant workers in private and SOEs and
evaluate the contribution of social capital to the above assimilation process. In this
case study, quantitative data analysis can help to explore the social structure /

114



structure of the relations between persons and among persons, in both types of
organisations through the analysis of employees’ social networks and which
embedded resources are accessible to them. The qualitative data analysis further
explains what social structure in organisations can contribute to the inclusion of rural

migrant workers within their working environment. For details see Chapter 5.

Kuhn’s (1970) highly influential use of the term ‘paradigm’ derives from his analysis
of revolutions in science. A paradigm is ‘a cluster of beliefs and dictates which for
scientists in a particular discipline influence what should be studied, how research
should be done, and how results should be interpreted’ (Bryman 1988a). Paradigms
can be characterised through their ontology, epistemology and methodology (Guba
1990).

Ontology can be defined as “the science or study of being” (Blaikie 2010). Questions
of social ontology are concerned with the nature of social entities. The central point
of orientation here is the question of whether social entities can and should be
considered objective entities that have a reality external to social actors, or whether
they can be and should be considered social constructions built up from the
perceptions and actions of social actors (Bryman and Bell 2007). These positions are
frequently referred to respectively as objectivism and constructionism. Objectivism is
an ontological position that implies that social phenomena confront us as external
facts that are beyond our reach or influence and an organisation has a reality that is
external to the individuals who inhabit it. Under this view, organisations and cultures
are objective social entities that act on individuals and social actors as external
realities have no role in fashioning (Bryman and Bell 2007). However, this study
researches how institutional and organisational factors and the structure of relations
between persons and among persons of the SOE and private companies affect the
inclusion of rural migrant workers in the context of their working environment. For
example, this study researches how individuals invest their social capital through
developing ties with one another to benefit the organisations and how employees are
afforded and constrained by their relative accessibility to resources embedded in the
social structure (see Chapter 5). Therefore, this study emphasises the active
involvement of people in their reality construct. Constructionism is an ontological

position (often also referred to as constructivism) which asserts that social
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phenomena and their meanings are continually being accomplished by social actors
(Bryman and Bell 2007). This alternative position challenges the suggestion that
organisation and culture are pre-given and therefore confront social actors as
external realities that they have no role in fashioning (Bryman and Bell 2007).
Accordingly, this ontological position — constructionism feeds into the ways in which
this study is carried out.

An epistemological issue concerns the question of what is (or should be) regarded
as acceptable knowledge in a discipline (Bryman and Bell 2007) and studies the
nature of knowledge and the process by which knowledge is acquired and validated.
(Gall, Borg and Gall 1996). Epistemological orientation of interpretivism is usually
linked to the ontological orientation of constructivism. A theoretical perspective linked
to constructivism is interpretivism (Gray 2005). Interpretivism requires the social
scientist to grasp the subjective meaning of social action (Bryman and Bell 2007).
This study aims to investigate the structure of relations between persons and among
persons in different types of organisations as a construct that is used to make sense
of the assimilation process of rural migrant workers within urban communities in the
context of their working environment, which is based on an interpretivist

epistemological position.

According to Burrell and Morgan (1979) paradigms reflect the assumptions
researchers make about the nature of organisations and how we find out about them.
A functionalist paradigm position for the study of organisation is based on a problem-
solving orientation which leads to rational explanation. An interpretative paradigmatic
position questions whether organisations exist in any real sense beyond the
conceptions of social actors, so understanding must be based on the experience of
those who work within them. If this paradigm framework was consistently applied, a
clear correspondence between the paradigm adopted and the research methods
used would be expected to see: the functionalist paradigm community using
guestionnaire survey, and the interpretative paradigm community using ethnographic
methods. In fact, research methods are much more ‘free-floating’ in terms of
epistemology and ontology than this proposition suggests (Bryman and Bell 2007).
As is described in 4.1, a mixed methods case study methodology has been used in

this study. In this mixed methods case study, the link between research methods and
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epistemological and ontological commitments is also not deterministic. Both
guantitative and qualitative approaches are used in this study to provide a more
complete set of findings and to verify the validity of findings by cross-checking them
using the two methods. For example, the quantitative data collection method in this
study (questionnaires) enables the exploration of rural workers’ and urban workers’
social network through investigating their contacts used as helpers in an instrumental
action. This positivistic approach can help the researcher to establish casual links
and relationships between their career progression and their contacts. See section
5.1 in chapter five. This provides a constructive contribution for understanding what
social structure in organisations is good for rural migrant workers’ inclusion within
their work environment, which plays an important role in relation to a constructionism
stance in this case study. The qualitative data collection method in this study
(interviews) is used to give the researcher a fuller description of information and
multiple perspectives through which the reasons why particular social structure in
organisations is good for rural migrant workers’ inclusion within their work
environment are analysed based on managers’ and workers’ experiences. This is
based on an interpretivist epistemological position. For details see section 4.3 - the
theoretical background of research methodology for interview analysis.

4.3. The theoretical background of research methodology for interview

analysis

Figure 4.3 - A mind-map - summarising research methodology for interview

analysis
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The content analysis strengthened the
researcher’s insights, and helped to rationalise

Through the field
work, the
researcher thinks
people’s social
identity has the
nature of
complexity of
thinking and
diversity rather
than simple
positive and
negative in

cognition.

them.
\LT ‘ Complement each other

1. Constructionists view knowledge and truth as
created not discovered by the mind and view
knowledge as created by the interactions of
individuals within society which is central to
constructionism (Schwandt, 2003 cited by cited
by Andrews, 2012).

2. Constructivism is an epistemological belief
about what "knowing" is and how one "comes to
know." Constructivists believe in individual
interpretations of the reality, for example, the
knower and the known are interactive and
inseparable. (Vygotsky 1978).

An understanding of
human thinking depends in
turn on an understanding
of the mechanism of social
experience; the force of
the cognitive process
deriving from the social
interaction is emphasized
(Vygotsky 1978).

J

Therefore, this study
analysed in depth rural
migrant workers’ thoughts
and researched the
reasons why they think so/
what is their practical logic

of actinns.

\4

Social factors can
influence rural migrant
workers’ ideology through
rural migrant workers’
social construction.

Al

The researcher
also analyses the
interviews’
transcripts with
the guidance of
Structuralism
(Grbich 2007).

A “bridge” between people’s experience and their
practical logic of actions can be built to help
identify the motivation of rural migrants moving to

urban communities in China.

The research of
informants’ practical logic
of actions in their daily life
can help study the ways
contributed to social
inclusion of rural migrant
workers.

< | Interviews

11

In interviews, the researcher sought to interact with informants to acquire in-depth
gualitative data (See Figure 4.2). The researcher is a native Chinese speaker, whose
primary school, secondary school, senior school and first university education was
undertaken in China. The use of my native language (Mandarin) would be practical,
and would help to support the research quality in China. Chinese language is integral
within China’s culture. The researcher comes from Shandong Province which is
Confucius’ hometown and has been reared within Chinese traditional culture. The
researcher is familiar with Chinese national situations and is skilled in dealing with
people in China.

First, the researcher used content analysis to analyse interview transcriptions.
Krippendorff (1980) (cited by Myers 2013) defined content analysis as: ‘A research
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technique for making replicable and valid references from data to their contexts.” The
researcher searched for structures and patterned regularities in the text and made
inferences on the basis of these regularities (Myers 2013). In summarizing content
analysis, the material is paraphrased. Less relevant passages with the same
meanings have been omitted; this is the first way in which material was reduced.
Similar paraphrases were then assembled and summarized (the second reduction).
This process allowed the material to be reduced by turning several concrete
statements in the original text into paraphrases, which abstracted more from the
concrete formulations. If, for example, 10 statements were represented by the same
paraphrase, this one paraphrase has been identified in further analysis; thus the
original text of 10 statements has been reduced to one statement. In order to make
this reduction more effective, the paraphrases were then reformulated on a more
abstract, general level (Flick 2014). The content analysis strengthened the
researcher’s insights, and helped to rationalise them.

Then the researcher also analysed the interviewee transcripts under the guidance of
Constructivism (Andrews 2012) and Structuralism (Grbich 2007). Society is viewed
as existing both as a subjective and an objective reality. Meaning is shared, thereby
constituting a taken-for-granted reality. Social constructivism accepts that there is an
objective reality. It is concerned with how knowledge is constructed and understood.
It has therefore an epistemological perspective. Social constructionism views society
as existing both as an objective and a subjective reality (Andrews 2012).
Constructivism proposes that each individual mentally constructs the world of
experience through cognitive processes (Young and Colin 2004 cited by Andrews
2012). Constructionists view knowledge and truth as created not discovered by the
mind and view knowledge as created by the interactions of individuals within society,
which is central to constructivism. Concepts are constructed rather than discovered,
yet maintain that they correspond to something real in the world (Schwandt 2003
cited by Andrews 2012).

Constructivism is an epistemological belief about what "knowing" is and how one
"comes to know." Constructivists believe in individual interpretations of reality, that is,
the knower and the known are interactive and inseparable (Vygotsky 1978).

Vygotsky’s (1978) socio-historical development psychology focuses on the dialectic
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between the individual and society, and the effect of social interaction, language, and
culture on learning. An understanding of human thinking depends, in turn, on an
understanding of the mechanism of social experience; the force of the cognitive
process deriving from the social interaction is emphasized. Social factors can
influence rural migrant workers’ ideology through rural migrant workers’ social

construction.

Accordingly, this research also paid attention to mental and cognitive structures of
rural migrant workers, urban citizens and senior managers and directors in private
companies and the SOE. It examined their impulses and feelings which have been
deeply rooted and have been retained in their mental structure. The research of
informants’ practical logic of actions in their daily life can help study the ways
contributed to the social inclusion of rural migrant workers. Empirical collection of
data has assisted the researcher to gain an in-depth cognition basis for informants’
social identification.

Piaget's (1985) theory is fundamental to cognitivism and to constructivism. His
central idea is that: "knowledge proceeds neither solely from the experience of
objects nor from an innate programming performed in the subject but from
successive constructions.” (cited by Fosnot 1996). Practice Theory regards the
single individual as a bodily and mental agent (Reckwitz 2002). The practice should
be understandable to the agent or the agents who are the carriers, and also to the
potential observers (Schatzki 1996 cited by Reckwitz 2002). Practice Theory
encourages a shift in self-understanding, and agents should be regarded as carriers
of routinized bodily movements, interpreting, knowing how, wanting and the usage of
things. Practice Theory explores the mental activities of understanding and knowing
and embodies an analysis of interconnected bodily routines, mental routines and the
use of objects (Reckwitz 2002). It is not like mentalism where the body gains the
status of an epiphenomenon, it carries out what the mind commands; thinking has

priority over bodily action (Reckwitz 2002).

Therefore, in summary, the researcher has paid attention to informants’ experiences,
hopes, feelings and their processes of self-construction in their social practice.
According to the cognitive theory, people organise their knowledge in accordance to
how they see the world and previous knowledge. Cognitive theory researches the
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cause of changes which result from experiences. Everyone’s cognitive style is
different as everyone is unique and has different experiences and mental inclination
when they meet certain information. Similarly, according to Practice Theory, every
practice implies a particular routinized mode of intentionality (of wanting, desiring
certain things, and avoiding others) (Reckwitz 2002). A “bridge” between people’s
experience and their practical logic of actions can be built to help identify the
motivation of rural migrants moving to urban communities in China. See 5.8.10 and
5.8.11 (the interview analysis in 5.8). In the research process, the researcher
retained the informants’ social practice and their potential logic of actions in their
practice in mind and the researcher also regarded individuals and society as
participants in the common activities. They are subjects as well as objects.

The researcher also analysed the interviews’ transcripts under the guidance of
structuralism. According to structuralism (Grbich 2007), the researcher seeks the
way effects are created through metaphors, repetition and binary opposites. In
comprehending meaning we utilise the difference between a specific word and
similar concepts as well as opposing concepts. Meaning is seen as being structured
through binary opposites (Ferdinand de Saussure 1983 cited by Gribich 2007). Jean
Piaget considers structuralism as "a method and not a doctrine" because for him
"There exists no structure without a construction, abstract or genetic." (Piaget 1985
cited by Kundu 2013).

As such, the research framework of the analysis of interviews has been constructed
from the perspectives of content analysis, constructivism and structuralism. For the
summary of the research framework of the analysis of interviews in this study, see
Figure 4.2. The coordination of different research approaches can offer a view of
society as an undifferentiated whole and a view of individualism which may
complement one another, thereby helping the researcher to analyse informants’
thoughts in depth. In the interviews, as far as the epistemological assumption of a
qualitative paradigm is concerned, the researcher cannot remain distant and
independent of his/her research subject. Therefore, in interviews, the researcher will
unavoidably interact with informants to acquire in-depth qualitative data.

For the interview analysis see sections 5.8.10, 5.8.11, 5.10 and 5.11 in chapter five.
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4.4 The design of the questionnaire

The questionnaire was set out in four parts, each inquiring into specific aspects of
the processes surrounding the motivation, assimilation and contribution of social
capital in relation to rural migrant workers. Specifically, each part is investigated as

follows:

Part 1: Questions in Part 1 are classification questions. Classification questions are
usually demographic variables that allow participants’ answers to be grouped so that
patterns are revealed and can be studied (Blumberg et al. 2014). These questions
also helped the researcher to understand the participants’ essential information.

For example:
1.Are you male or female?

PLEASE GIVE ONE ANSWER ONLY AND TICK THE APPROPRIATE BOX
IMale.....ccovee
iFemale..........ccoovvii i, ]

2.Into which of the following groups does your age range fall?

PLEASE GIVE ONE ANSWER ONLY AND TICK THE APPROPRIATE BOX

18-25.
26-29. ..
30-34. .
35-39.
A0-44 ...
A5-49. ..

O O 00O OO0 O
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5559 et eerereeeeeeeeeieee e[

[

Overes......oovvvviii [
4.The length of your education was
PLEASE CIRCLE THE HIGHEST LEVEL YOU HAVE ATTENDED
i Junior middle school i Senior high school iii Junior vocational college
iv_ University v Others Please give details
5.Your type of household registration/hukou
PLEASE GIVE ONE ANSWER ONLY AND TICK THE APPROPRIATE BOX
i.Agricultural PR I

ii.Non-agricultural...................cooo i [

Part 2: Questions in Part 2 inquire into the motivation of rural migrants moving to
urban communities and the aspects of the processes of assimilation and the
influence of pre-existing urban residents. The respondents are rural migrants whose
household registration/hukou are agricultural household registration/hukou or once
had agricultural household registrstion/hukou.

The processes and extent of assimilation and the influence of pre-existing urban
residents:

For example:
7. What job did you obtain when you first came to the city?
i. Executive position ii. Technical work iii. Production post iv. Rear Services

v. Self-employed vi. If others, please provide a description

11. How did you first come to the city to seek a job?
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PLEASE GIVE ONE ANSWER ONLY (circle the number which applies to you)
i. On your own ii. Went to live with your relatives or friends
iii. Came with fellow- villager iv. Guided by the fellow-villager who lives

in the city v. If others, please provide description

12. How did you find your first job?
PLEASE GIVE ONE ANSWER ONLY AND CIRCLE THE APPROPRIATE
NUMBER

i.Media advertisement ii. Outdoor advertisement iii. Labour force market iv.

Employment agency v. Direct application

vi. Introduced by relatives and friends in the city vii. Introduced by

acquaintances viii. Introduced by a fellow- villager who came to city

earlier than you. viiii. If other, please provide the description

16.Do you think non-migrant workers contribute to your economic well being

and economic welfare and introduce skills to you?

I. Disagree strongly
il Disagree
iii. Agree
iv. Agree strongly
24. How do you position yourself?
i. Rural ii. Partly Urbanised iii. Fully Urbanised

30.What difficulties do you often meet when you interact with urban citizens?

i. No difficulties ii. Mode of thinking and concepts are different iii. Life

style is different iv. Not enough chances to socialise with urban citizens
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v. Urban citizens look down on us vi. If others, please provide
descriptions

The motivation of rural migrants moving to urban communities:

For example:

18. Below are a number of statements regarding reasons why you may have come
to the city. Please answer all statements and for each one you can select any

number from O for reasons you think are unimportant to 5 for reasons you

think are extremely important. Please circle the appropriate number.

Unimportant  Important Extremely Important

i. High income 0 1 2 3 4 5
il. Better life 0 1 2 3 4 5
iii. Better welfare 0 1 2 3 4 5
iv. Good job 0 1 2 3 4 5
\2 Good

Environment 0 1 2 3 4 5
Vi. Good

opportunity 0 1 2 3 4 5
vii.Farming is too hard 0 1 2

and | cannot earn

very much from farming

viii.Get used to workingO 1 2 3 4 5
in the city and the city
lifestyle
ix. Nothing to do in the 0 1 2 3 4 5
countryside
x.Hometown is too 0 1 2 3 4 5
poor
xi. Prefer city life to 0 1 2 3 4 5
country life
xii. Do not know how to O 1 2 3 4 5

farm as we were
predisposed towards
study
xiii. Earn money to 0 1 2 3 4 5
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support family
members to study

xiv. Earn money to build O 1 2 3 4 5
a house in the
countryside

xv. Other people all go 0 1 2 3 4 5
to work in the city

xvi. People think we 0 1 2 3 4 5
should go to the city
to seek
development

xvii.If other, please provide a description

21. Given what you achieved so far, what is your current motivation that keeps you
here? Do you stay in the city because ? Circle the appropriate number.

I. My future is in the city.

il. The option to go to the countryside is not available to me.

iii. | do not want to go back.

iv. | am willing to consider the option to return to the countryside.
V. If other, please provide a description
Part 3:

As questions in part 2 mainly traces the process of how rural migrants find their first
jobs in cities in order to analyse the process of assimilation, part 3 innquires into
current job information about rural migrants and urban citizens. This allows
participants’ answers to be grouped for analysis.

For example:

3. Your current position is

i. executive position ii. Technical work iii. production post
iv. rear services post v. If other, please provide a
description
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4. The company where you currently work is a

i. Party and government organisation ii. State-owned company

iii. Private company

iv. If other, please provide a description

7. Your professional technical title / technical class in your current job
iNo professional technical title ii. No professional title, but master of a
trade iii. Primary professional technical title  iv. Intermediate

professional technical title v. High professional technical title

Part 4: Questions in part 4 are designed to evaluate organisations/companies that
have social capital at the middle range into research on the inclusion of rural

migrants within urban communities with an analysis of classification questions.
For example:

1.The relationship between the Marxist strain of social capital and SOEs

Marxist strain’s theory of practice and social capital claims social groups are implicit
or probable classes in the sense that their existence, identity, and membership are
determined by non-voluntary predispositions shaped by everyday struggles over the
consumption and distribution of limited economic, social and cultural resources.
Social norms in this strain are thus primarily pre-reflective, stratifying norms of
consumption that, for instance, predispose some actors to “choose” to drink beer
instead of wine, or to “join” rugby clubs rather than bird-watching societies
(Lewandowski 2006).

The heavy emphasis of the Marxist strain of social capital theory on the non-
voluntary pre-dispositional constitution of social groups, makes it difficult to see how

Bourdieu’s theory of practice can conceive of human actions and associations as
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anything other than the more or less seamless reproduction of an objectively
stratified social structure or field (Lewandowski 2006). Because of the leading role of
command political economic regimes in the SOE, a resemblance can be noticed
between the Marxist strain of social capital and social capital that are in SOEs (for
details, see 3.1 and 5.3). However, this typical type of social capital in the Marxist
strain does not facilitate actions; rather it determines them (Lewandowski 2006).
Similarly, the key point of socialist public ownership is to make sure that the ability of
resource allocation is on the basis of a steadily expanding national economy in order
to safeguard all society members’ interests that are not limited by special interests
embodied in private ownership (Peng cited in Liu, 2013). However, in Bourdieu’s
Marxist strain (Bourdieu 1986) social capital is a highly group-specific, context-
dependent and socially stratifying resource. In this case, can rural migrant workers
have more or less social resources in the state-owned enterprise? Therefore, these
give rise to some questions in the questionnaire. This can help to give new insights
for the Marxist strain of social capital theory.

Do you think you have enough career prospects available?

How much control do you feel you have in making decisions that affect

your everyday working life?

How strong is the feeling of a sense of belonging do you have in your

company?

Do you feel that you have the power to make important decisions that

change the course of your life?

(For details see questionnaire)

2. The relationship between the rational strain of social capital and private

companies
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The traditional state-owned economy does not recognize any private ownership. The
master is the abstract comprising the whole nation. This is an economy without final
trustees. Numerous organisations and people seem to be trustees, but after bearing
close inspection, they are agents rather than trustees who assume property
accountability (Zou 2004 cited in Liu 2013). In this case, the absence of a property
right entittement can cause the efficiency of public ownership to be lower than the
efficiency within private ownership. Without private ownership, there is no market
economy. New Classic economic theory also proves that a completely competitive
market system is a system that can make the efficiency of resource configuration be
in a state of Pareto optimality, optimizing the allocation of resources. However, this
market economy is a kind of formalist idea as this reasoning needs a strict
hypothetical premise in theory-the Hypothesis of economic man and a completely
competitive market. The hypothesis of economic man is a most basic assumption
prerequisite of Western economic theory. In this sense, the theoretical logic that the
efficiency of public ownership is lower than the efficiency of private ownership is the
proposition of beliefs and ideals (Yu 2013 cited in Liu 2013).

Central to the economic or rational strain in contemporary social capital theory is the
rational choice conception of the actor as an essentially self-interested individual
whose behaviour, guided by instrumental reason, always takes the form of strategic
action. (Lewandowski 2006 cited by Edwards et al. 2007). Coleman’s Rational strain
social capital theory asserts that social capital worked in a way that was broadly
comparable to, and congruent with, the role of the ‘invisible hand’ of the market in
classical economic theory (Heinze and Strunck 2000:179 cited by Field 2008).
Individuals in private firms are allowed to devise their own rules and enforce these
rules to deal with the daily concerns insofar as those rules are: “within the broad set
of potentially lawful rules that are theoretically consistent with the larger
constitutional system.” (Ostrom, Gardner, and Walker 1994 39 cited by Ostrom and
Ahn 2013). There is a similarity between the rational strain of social capital and
social capital that is in private companies. Compared to social capital in SOEs, social
capital in private companies works in a way that is also congruent with the role of the
‘invisible hand’ of the market and rational choice in classical economic theory.
Therefore, in this research, there is a hypothesis: social capital in private companies
worked in a way which is also congruent with the role of the ‘invisible hand’ of the
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market and rational choice in classical economic theory. The rational strain of social
capital theory (Coleman 1990a and Becker 1990 cited by Edwards et al. 2007) is
integrated into the research of private companies in this study.

Coleman (1994) sought to integrate economic and social theory on the basis of
rational choice theory (Field 2008). However, as a consequence of such individualist
rationality assumptions regarding the nature of human action as utility-maximisers,
the rational strain of social capital theory understands that trust among actors is
horizontally thin (Hardin 2000). Rational choice theory has no place for affect — that
is, for such basic elements of human behaviour such as altruism, love andfriendship
(Misztal 1996: 80-8; Sztompka 1999: 66 cited by Field 2008). An analysis of the
social character of action, norms and trust is thus omitted entirely in the rational
strain in contemporary social capital theory (Lewandowski 2006). Accordingly, can
rural migrant workers get access to the resources from non-agricultural people or
managers to promote their career/ life? Are people who are in SOEs more like to
help each other and are rural migrants or people, who are in private companies,
more likely to help each other and migrant workers? This too leads on to specific

guestions in this questionnaire. For example:

Do you agree most people at your work place are willing to help if you
need it? Please put the following groups in order. For the contribution to your
future career progression, what group has actually helped you most up to
now, starting with 1 for most helpful to 7 for least helpful?
i.Family members
ii. Relatives
iii. Acquaintances
iv. Friends
v. Colleagues

vi. Line managers

OO00000d

vii.Bosses

Please put the following groups in order. For the contribution to your future
career progression, which of the following groups is likely to give you most
benefit, starting with 1 for most helpful to 7 for least helpful?
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i.Family members
ii. Relatives

iii. Acquaintances
iv. Friends

v. Colleagues

vi. Line managers

OOOooOood

vii. Bosses

How friendly do you find the environment in your work place?

In general, how happy do you consider yourself to be with the

atmosphere in your work?

3. Trust and trustworthiness are essential for the completion of many complex
transactions in modern life (Ostrom and Ahn 2010). Granovetter (1985) (cited by
Zhang 2010) claimed that any transaction is embedded in social networks and trust
generated through human interaction can help to inhibit opportunist action. From the
standpoint of people’s motivation in indulging in opportunistic behaviour, combining
with human psychology and individual behavioural factors, motivation theories from
the perspective of the theory of management science discuss people’s need for
motivation. Incentives for human capital increase staff costs for opportunism and
effectively reduce organizational costs and ultimately enterprise can achieve an
efficient allocation of resources. The trust factor is involved in the process of
implementing command or incentives mechanisms. Trust in transactions between
two sides has exceeded the minimum trust for an effective operation of transaction,
which promotes the achievement of enterprises’ resource optimization. In fact,
interactions of actors in the network are important to curb speculation. With trust,
more supervision and authority control become redundant. (Zhang 2010). This too

leads on to specific questions in this questionnaire. For example:

How strongly do you think you generally trust one another in your work place?
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What do you consider over the last 5 or 10 years this level of trust for one another
has got better, got worse, or stayed about the same if you have been employed in

the same company?

In general, do you agree with the following statements? (If you agree,

circle the letter)

A. Most people who work in the company can be trusted.
B. In the company, one has to be alert or someone is likely to take advantage
of you.

C. Most people in the company are willing to help if you need it.

D. In the company, people generally do not trust each other in matters of

lending and borrowing money.

How far do you trust people with a non-agricultural hukou if you are a rural migrant
worker?

How far do you trust people with an agricultural hukou if you are a non

agricultural hukou resident?

4. The structure of a network can be relevant to its social capital properties for
individuals within it. Sociocentric approaches in network analysis examine patterns of
relationships within a social system. Perhaps best illustrative of this approach is
Burt's (1992) “structural hole” work. Burt stresses that an individual has a
comparative advantage in a competitive situation if those who are connected to
him/her do not have ties to each other. Dense networks tend to convey redundant
information, while weaker ties can be more extensive and can provide new
knowledge and resources (Kay and Johnston 2007). Employees’ posts in a company
determine their occupational status. Inferred from the Structural Holes Theory (Burt
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1992), people who have senior jobs in companies can have a greater opportunity to
control work resources and expand their social networks and enjoy higher
satisfaction in the work place. Comparatively, in terms of migrant workers who only
hold junior positions, the probability of controlling work resources is decreased and it
is harder for them to be seen as socially acceptable. There is another hypothesis
which proposes that the better the work unit or company migrant workers work at,
the higher their life satisfaction is as perhaps a better work unit can represent higher
economic status and social status and increase the likelihood of migrant workers’
urban inclusion. According to this hypothesis, these too lead on to specific questions

in this questionnaire.

Your current job is

i. executive position ii. Technical worker lii.production post

iv. rear service post ? v. If other, please provide a

description

Your professional technical title/ technical class before you came to the

city

i. No professional technical title ii. No professional title, but master

of atrade iii. Primary professional technical titte iv. Intermediate

professional technical title v. High professional technical title

The company where you currently work is a

i. Party and government organisation ii. State-owned enterprise
iii. Private company
iv. If other, please provide a description
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How do you rate your job satisfaction in your work place?

5. Burt (1992) thinks that social networks need to be built efficiently. If a person’s
social network is repetitive, the information he/she receives will be identical.
Duplicate information will cause low efficiency. Following this logic, rural migrants
who maintain a loose network structure of different and less connected social
contacts, thus can benefit from having such information advantages and get ahead
of competitors in the labour market (Burt 1992). Weak ties or acquaintances often
provide more valuable information which can more efficiently facilitate job searching,
and can play an important role in seeking opportunities in the labour market
(Granovetter 1973). To test this hypothesis, the questions have been designed in the

guestionnaire are as follows:

Please put the following groups in the order in which you interact with them
in your company, starting with 1 for your interaction with most in your
company through to 4 for your interaction with least in your company.

i.Line Managers
ii.Colleagues
iii.Bosses

iv.Fellow Villagers

Please rank the people you meet and interact frequently in social
Contact area, starting with 1 for high frequency through to 6 for low frequency.

i. Relatives( except close family members)
ii. Friends

iii. Acquaintances

iv. Colleagues

v. Line managers

vi. Bosses

How do you rate your job satisfaction in your work place?
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6. Furthermore, according to “Snyder’s Hope Theory”, there are three components
associated with hope: 1) having goal-oriented thoughts; 2) developing strategies to
achieve goals; and 3) being motivated to expend effort to achieve goals. An
individual’s belief in his/her ability to realise these components determines the
likelihood they will develop a sense of hope (Snyder 1994). The questions which
follow are designed in the questionnaire to analyse rural migrants’ and urban
citizens’ goal-oriented thoughts; pathways-like thinking (Milller, Galanter, and
Pribrams 1960 cited in Snyder 2002). When developing strategies to achieve goals,
the likelihood is that rural migrants will develop a sense of hope. The following three
guestions therefore were designed to elicit information from three time periods. That
is prior to their start of their career, during their period of employment and
expectations for the future. These questions can help to explore employees’ social
network which embedded resources are accessible to them. This can further explain
what social structure in organisations can contribute to the inclusion of rural migrant

workers within their working environment.

Please put the following groups in order. Looking back to when you first
started in this career which of the following groups did you expect to give
you more assistance in your career progression, starting with 1 for most
helpful to 7 for least helpful?

i.Family members
ii. Relatives

iii. Acquaintances
iv. Friends

v. Colleagues

vi. Line managers

vii. Bosses

Please put the following groups in order. Which group has actually helped

you most so far, starting with 1 for most helpful to 7 for least helpful?
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i.Family members
ii. Relatives

iii. Acquaintances
iv. Friends

v. Colleagues

vi. Line managers

vii. Bosses

Please put the following groups in order. Which of the following groups would be
likely to give you most assistance for your future career progression, starting with
1 for most helpful to 7 for least helpful?

i.Family members
ii. Relatives

iii. Acquaintances
iv. Friends

v. Colleagues

vi. Line managers

vii. Bosses

Please put the following groups in order. Which of the following groups do
you hope will give you most assistance in your career progression,
starting with 1 for most helpful to 7 for least helpful?

i.Family members
ii. Relatives

iii. Acquaintances
iv. Friends

v. Colleagues

vi. Line managers

vii. Bosses
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Furthermore, the researcher presented respondents with this questionnaire but
would not influence them in any way, however, if they were unclear about any

guestion, the researcher would clarify this or these for them.

It is always advisable to pilot a questionnaire before a study goes live.
Questionnaires are rarely faultless at the first attempt. They need revising and
testing until all concerned, researcher and respondents, are happy that they have the
best questionnaire, which can be constructed. Piloting a questionnaire should be an
integral part of that process (Brace 2008). The validity of the questionnaire is
whether or not it is measuring what it is designed to measure. Testing a
guestionnaire for validity requires that the researcher questions whether the
guestions posed adequately address the aims and objectives of the study. Piloting a
guestionnaire can be divided into three areas: reliability, validity and error testing
(Brace 2005).

In the pilot study it was discovered that many rural migrants’ agricultural hukou had
been changed to an urban household registration/hukou. However, in the
guestionnaire, there was an instruction: if your household registration is agricultural
household registration/hukou, please also answer the following questions in section
2 and answer questions in section 3 and 4. If you are non-migrant, please directly
answer questions in section 3 and 4. In this sense, rural migrants who had changed
their rural household hukou could not answer the questions in section 2, which were
designed for rural migrants. Therefore, the researcher changed the instruction as
follows: if your household registration is an agricultural household registration/hukou
or if you once had an agricultural household registration/hukou, please also answer
the following questions in section 2 and answer questions in sections 3 and 4. If you
are non-rural migrants, please go directly to the questions in sections 3 and 4.

The attitudes within institutions appear embedded in the Chinese labour market.
Because of the marginalized characteristics of migrant rural workers, this inquiry has
studied if there are social acceptance issues and rejection towards migrant workers
in the employment market. It was considered important to establish a unified and
standardized labour market, make a unified plan for rural and urban employment,
and ameliorate the employment service system. Based on the literature review, most

of the urban citizens are in the core position of public facilities and public services. In
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this case, this enquiry also studies if rural migrant workers can also enjoy the same
public facilities and public services. When the researcher did a pilot study with this
understanding on this condition, some senior managers were interviewed by the
researcher. The researcher got a preliminary understanding of the development
status and problems of rural migrant workers and China’s economy. This means that
the contribution of social capital to the inclusion of rural migrant workers within urban
communities in Shandong province were reflected on from employees (that included
rural migrant workers and urban citizens) and senior managers or employers to
improve the questionnaire. This illuminated non alignment in the expectations of two

main role players.

The deputy general manager in private company C said he was from a villiage. Cities
attracted a steady flow of immigrants from the countryside who would find
opportunities for work. About twenty five years ago, he studied hard to pass the
university entrance examination, as undergraduates from rural areas can change
their agricultural household registration to urban household registration, and he had
a strong desire to turn his agricultural hukou (Chinese household registration) to an
urban hukou. Further, being an urban registered permanent resident can mean
everything when it comes to jobs and opportunities. This was all in his mind at that
time and a good education helped him to obtain a good job in the city. Nevertheless,
he wanted his agricultural hukou returned because agriculture subsidies and
compensation for land requisitioned can only be enjoyed by people with an

agricultural hukou.

If they worked in companies in cities, they could also receiv urban social insurance
and medical insurance. Nevertheless, the current policy does not allow them to
change their hukou and villages also do not happily welcome former residents back

to share their benefits.

The employer in private company C said that recruitment depended largely on
people’s skills rather than their hukou; they recruited employees through a fair held
by local government, computer networks or recruitment through labour markets.
Normally, rural migrants arrive through apprenticeships; they begin their career as
apprentices and gradually improve their skills. The company regularly provided job-

related counselling and employment training. He also expressed the view that rural
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migrant workers' integration into urban life played an important role in the nurturing
of talent; this was also good for them when they returned to their village, as their
skills and social networks could be used to create businesses and citify villages; in

addition, rural urbanisation could also spur domestic demand.

In summary, these views inspired the researcher to think that one question could be

included in her final questionnaire. This question is as follows:

Would you like to return to the countryside to work, to promote the enlargement of
township in the countryside and to contribute to the construction of a new
countryside or to continue to work in the city?

i. Return to the countryside to work ii. Work in the city iii. It does not

matter to me

For the English and the Chinese version of the questionnaire, see Appendix Ill.
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Research methodology and pilot study: conclusion

The quantitative data analysis of responses from the employees in one SOE and
four private companies collected in this case study is discussed alongside the
feedback received from the semi-structured interviews conducted on the employers
and managers and rural migrant workers. A quantitative approach to the research
and a qualitative approach to the research have been adopted to provide a more
complete set of findings and to check the validity of the findings by cross-checking
them, utilising the two methods. Based on the exploration of theory in Chapter 3 —
literature review, a proposition for testing has been formulated. For example, this
study posits the question as to whether there is a bond of sympathy and cohesion
that has developed between members of SOE and a lack of mutual altruism in
private companies. The quantitative data analysis and the analysis of semi-
structured interviews conducted on the employers and managers and rural migrant
workers will help research the social capital in SOEs and private companies to give
new insights for the Marxist strain of social capital theory and the rational strain of
social capital theory, contributing to theory building research as well. Therefore, this
case study is used in relation to the discovery of information (an inductive logic) and
the testing of theory (a deductive logic).
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CHAPTER FIVE

Data analysis and discussion

5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

5.9

Career progression

The role and relevance of relationship networks in

organisations with respect to staff’'s career progression

An analysis of social capital from the perspective of power
and control in the SOE and private companies and an

exploration of the Marxist strain of social capital in the SOE.

The analysis of trust between registration (hukou) groups
in organisations and an exploration of the rational strain of social

capital in private companies.

Job satisfaction with respect to educational attainment,
income, trust and control

Interaction with respect to registration within the hukou system

Influences of pre-existing urban residents and job

opportunities

Identification of the motivation of rural migrants moving to urban

communities

Rural migrant workers’ working environment with respect to
gender
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5.10 An analysis of interviews in State Owned Enterprise D

5.11 An analysis of interviews in private companies
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Introduction

This chapter explores how social capital is affected by the institutional and
organizational factors of both an SOE and private companies for the inclusion of
rural migrant workers within urban communities. It also considers the interactions
between people in both types of organisations for the inclusion of rural migrant
workers within urban communities and explores the factors influencing the motivation

of rural migrants moving to urban communities in Shandong Province, China.

Section 5.1 finds that a close relationship between employers and employees/rural
migrant workers created social capital which was evidenced by more cohesion within
the private companies and an obvious contribution to employees’/rural migrant
workers’ hopes and career progression. This emphasizes that private companies’
caring environment contributed to a good company culture and collective ideology
and further increased social capital in companies. National macro-economic policy
should better encourage the development of companies that have this structure of
relations, contributed to by a less hierarchical system, as well as employers’ close
relationship with their employees (thereby linking social capital) and cohesion among
their staff and the norm of reciprocity.

Lin (2001) claimed that social capital is captured from embedded resources in social
networks. The analysis of the current research shows, section 5.2 (1), that there are
more acquaintances acting as resources in the career progression within the state
owned enterprise. Kotter (1990 cited by Harvard Business Review 2010) claims that
strong networks of informal relationships (for example acquaintances) — the kind
found in companies with healthy cultures - help coordinate leadership activities. The
leader-follower relationship is reciprocal and enables effective leadership and is a
two-way process which influences both individual and organisational performance
(Mullins 2007). However, people who worked in the state owned enterprise were less
likely to receive help from employers than those who worked in the private
companies. The research also shows, section 5.2 (1), that only where there is a
flexible employment and promotion system, and a career pathway that is open to all
talents, could strong networks of informal relationships such as acquaintances be
positively associated with effective leadership in corporations. Furthermore, the
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talented employee may join a company but how long that person stays and how
productive they are while they are there is determined by the relationship with their
immediate supervisor (Jenner and Shohet 2014). In addition, employees in the SOE
who changed from “agricultural” status to “non-agricultural” status are likely to
receive more benefits from line managers in the state owned enterprise than in
private companies. In section 5.2 (2), the analyses of the relationship network
between staff changing from "agricultural to non-agricultural” status in both types of
companies and ways to promote social inclusion between line managers and
employees in private companies was completed. The prevention of the formation of
cliques/strong bonding social capital between line managers and employees in
private companies can also help rural migrant workers’ social inclusion and can
promote rural migrant workers’/emploees’ social trust outside their usual circles of

kinship and personal acquaintances.

In Bourdieu’s Marxist strain (Bourdieu 1986), social capital is a highly group-specific,
context-dependent and socially stratifying resource. This is considered in section 5.3
and it was found that rural migrant workers obtained more power to make important
decisions that change the course of their lives and control slightly more decisions
that affect their everyday working in private companies rather than in the SOE;
further, in terms of the Marxist strain of social capital that delivers reliable
expectations about the behaviour of others (Lewandowski 2006), social capital here
does not provide an positive incentive that can be relied upon. The policy of equal
pay for equal work in the state-owned enterprise cannot evaluate the real amount of
work employees have done so it cannot stimulate their enthusiasm fully. Rural
migrant workers do not have more social resources in the SOE.

Coleman’s rational strain of social capital indicates that social capital can be worked
in a way that was broadly comparable to, and congruent with, the role of the
“invisible hand” of the market in classical economic theory (Heinze and Strunck
2000:179 cited by Field 2008). What goes on within the firm is closely linked with
what goes on outside the firm, within the firm’s environment. There is thus a close
link between markets and social capital (Stiglitz 1990 cited by Dasgupta and
Serageldin 1999). Moreover, in democratic societies, individuals in private firms are

allowed to devise their own rules and enforce these rules to deal with the daily
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concerns insofar as those rules are “within the broad set of potentially lawful rules
that are theoretically consistent with the larger constitutional system.” (Ostrom,
Gardner and Walker 1994: 39 cited by Ostrom and Ahn 2013). Therefore, the
researcher hypothesized that social capital in private companies worked in a way
that was also congruent with the role of the ‘invisible hand’ of the market in classical
economic theory. This study integrates for the first time the rational strain of social
capital theory into the research of private companies. According to rational strain
social capital theories, individuals can use this structure of relations (efficiency of
resource configuration) to obtain their interest, but rational choice theory has no
place for affect — that is, for such basic elements of human behaviour such as
altruism, love and friendship (Misztal 1996: 80-8; Sztompka 1999: 66; cited by Field
2008). However, section 5.4, there is a greater extent of mutual trust between people
with non-agricultural and agricultural hukou in private companies; social capital in
private companies acts on the premise of mutual benefit and reciprocity rather than
only on rational choice.

What is more, section 5.5, with the increase in educational attainment, rural workers,
especially those with junior college educational attainment such as that obtained
from a vocational technical college, agreed that most people who work in the
company can be better trusted in the private companies. In section 5.6, how different
interactions affects individuals’ social capital inside companies is explored and the
evidence shows that graduates from the countryside can gain easier access to
heterogeneous connections in companies. This highlights the importance of

education to rural migrant workers.

In section 5.8, the quantitative data analysis of responses from the employees
collected is discussed alongside the feedback received from the semi-structured
interviews conducted on the rural migrant workers in this study. Section 5.8 identifies
the motivation of rural migrants moving to urban communities and further
emphasises the importance of urbanisation for them, it also acknowledges the
importance of education/vocational technical education to the rural migrant worker so
that they can be included in urban society. Section 5.9 analyses rural migrant

workers’ working environments with respect to gender.
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The interviews are analysed and discussed in section 5.10 and section 5.11. Section
5.10 shows rural migrants’ social integration situation in the SOE and analyses
reasons why there was lower working efficiency in the SOE. Section 5.11 analyses
reasons why there was an inclusive environment for rural migrant workers in private
companies. These two sections provide empirical evidence as to why private
companies had good meso level social capital which contributed to the inclusion of
rural migrant workers within urban communities. This also supports the findings in
the previous sections in this chapter.
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Table5 Summary of data analysis and discussion findings

51

Career

Progression

Page

Section 5.1.1
Employees’
career
progression in
private
companies

versus the state

owned enterprise

Findings

1. A less hierarchical system of private

companies  provided the  organisational
environment for employees to engage more

closely with employers.

2. A closer relationship between employers and
employees/rural migrant workers created social
capital which was evidenced by more cohesion
within private companies and an obvious
contribution  to

employees’/rural  migrant

workers’ hopes.

Objective

Objective 2

147




Section 51.2
The  perceived
importance of
company culture
and systems on
career
progression from
different types of
companies and
the importance of
employees’
cohesion with
respect to the
hope and career
progression  of
employees who
do not perceive
they have
experienced
sufficient career

progression

1. The company culture and company systems
are perceived less helpful in the state-owned
enterprise.

2. Employees’ cohesion contributes to the hope
and career progression of employees who do
not perceive they have experienced sufficient
career progression.

3. A caring working environment and closer
relationship between employers and employees

promotes the latter's cohesive force.
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Section 5.1.3 -
Groups that
provide support
and  assistance
and who
influence the
career

progression of

enterprises

1. Employers” help may be regarded as
heterogeneous resources to employees and
can create more social capital for them in the
private companies.

2. Family members’ and relatives’ help does not
contribute to staff's perceived career
progression in private companies or in the state-
owned enterprise and the results of the analysis
are consistent with social capital theory’s
hypothesis about strong ties.

(Those who are not satisfied with their career
progression tend to rely most on family
members. Those dissatisfied with career
progression are less happy with the role of their
employers than those who are satisfied. This
suggests vertical social capital is also stronger
for those with more career progression in the
SOE.

Again for private companies, those dissatisfied
tend to be more reliant on family members than
those who are satisfied with their progression.
They are also less appreciative of help from
their employers. In terms of social capital, the
dissatisfied have weaker vertical social capital
and stronger bonding social capital. Bridging
social capital (reliance on colleagues) seems to
be the same for both groups. It is seen as most

important for both.)
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52

The role and

relevance of
relationship
networks in

organisations
with respect to
registration
within the hukou

system

5.2 (1) - Strong
networks of
informal
relationships can
only be positively
associated  with
leadership
activities in
companies when
there is flexible
employment and
opportunities for
promotion to all

talents.

5.2 2
Relationship

network of staff
changing  from
"agricultural  to
non-agricultural”

status

1. Only where there is a flexible employment
and promotion system, and a career pathway
that is open to all talents, could strong networks
of informal relationships such as acquaintances
be positively associated with effective
leadership in corporations. (There are more
acquaintances acting as resources in the career
progression within the state owned enterprise.
However, people who work in the state owned
enterprise are less likely to receive help from
employers than those who work in private
have low

their

companies.) Rural  workers

expectations in terms of career

progression in the state owned enterprise.
(Employers are perceived as being crucial in the
private sector, but less important in state
companies.)

2.Most graduates from rural areas prefer to
work in a state owned enterprise for the sake of
greater job security.

3. An associated system can help cultivate
employees’ greater spontaneity and prevent the
formation of cliques in companies.

4, Staff changing from “agricultural to non-
agricultural” status in the state owned enterprise
perceive that they have received help from their
line managers to a greater extent than
agricultural hukou workers. Their vertical social
capital is stronger. Again for workers changing
hukou from agricultural to urban there is a
stronger trust in the role of line managers in
state enterprises. Their vertical social capital is
stronger than other hukou groups.)

For reasons why those workers changing hukou
from agricultural to urban have these different

attitudes see section 5.2 (2).

Objective 2

150




5.3. Power and | Section 5.3 - An | 1. Rural migrant workers can accrue more | Objective 3
control analysis of social | power to make important decisions that change
capital from the | the course of their life and control slightly more
perspective of | decisions that affect their everyday working in
power and | private companies rather than the SOE.
control in the
SOE and private | 2. In terms of the Marxist strain of social capital
companies and | that delivers reliable expectations about the
an exploration of | behaviour of others (Lewandowski 2006), social
the Marxist strain | capital here could not be relied upon as a
of social capital | positive incentive. The policy of equal pay for
in the SOE equal work in the state-owned enterprise cannot
evaluate the real amount of work employees
have done so it cannot stimulate their
enthusiasm fully. Rural migrant workers do not
have more social resources in the SOE.
5.4 Trust 5.4 The | 1. There is a greater extent of mutual trust | Objective 3

importance of
trust between
registration
(hukou) groups in
organisations
and an
exploration of the
rational strain of
social capital in
private

companies

between people with non-agricultural and

agricultural hukou in private companies.

2. Social capital in private companies promote
mutual trust between rural migrant workers and

urban citizens in the private companies.

3. Support culture in companies can promote

trust. Private  companies’  performance
evaluation system and flexible labour and
employment systems can promote mutual trust

among different household registration groups.

4. Social capital in private companies acts on
the premise of mutual benefit and reciprocity
rather than only rational choice. Mutual benefit
and reciprocity can about

bring higher

productivity and economic efficiency.
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5.5 Job Satisfaction Section 5.5 - Job | 1. Notwithstanding opportunities available within | Objective 2
Satisfaction with | the private sector, the trend shows a greater
respect to | preference for the SOE when educational
educational attainment is higher because of relative job
attainment, security and financial stability.
income, trust and
control 2. From the rural workers’ perspective,
increasing educational qualification leads to
greater trust of colleagues in private firms than
in SOEs. Junior college educational attainment
such as that obtained from a vocational
technical college is especially important for rural
migrant workers.
3. Enhancing vocational skill training and
cultivating skilful workers can help improve
relations and mutual trust in companies, which
can further help rural migrant workers’ work
performance and their inclusion within urban
society.
5.6. Interaction Section 5.6 - | Graduates from the countryside can gain easier | Objective 2
Interaction  with | access to heterogeneous connections in
respect to | companies. This highlights the importance of
registration within | education to rural migrant workers.
the hukou system
5.7. Influences of | Section 5.7 - 1.Non-rural migrant workers contributed the | Objective 2
pre-existing Influences of pre- | economic wellbeing and welfare of staff with
urban residents | existing urban | “agricultural household registration” and brought
from different | residents  from | skills to them more often in private companies
types of | different types of | than in the state owned enterprise.

companies  on
the assimilation
process of rural

migrant workers

companies on
the assimilation
process of rural
migrant workers
and ways for
employment  for
rural migrant

workers

2. Rural migrant workers who worked in private
companies thought better of urban citizens than
rural migrant workers who worked in the state-
owned enterprise. Rural workers perceived

themselves to be better in private companies.

3. The increase of educational attainment of
people from rural areas can help them to seek

jobs independently in urban society.
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5.8

Motivation

Section 5.8 -
Identify the
motivation of
rural migrants
moving to urban

communities

1. Basic infrastructure in rural areas remained
inadequate. Good job, better life, good working
conditions, and better living environment, better
welfare and higher incomes were also important
reasons why they moved to the city.

2. Urbanisation could contribute to the
development of rural areas’ basic infrastructure
and then the improvement in rural infrastructure
and people’s living standards in rural areas
would contribute to rural workers’ educational
them more

attainment and could give

confidence to migrate to cities.

3. Many peasants who had been compensated
for their land which had been acquired for
urbanisation found it hard to restart their careers
in cities. They found this transition difficult.
Rural migrant workers in the city with lower
educational attainment felt they lagged behind

urban workers in many respects.

4. With an increase in the length of education,
rural migrant workers would be more urbanised.
Especially, rural workers with junior college
educational attainment such as that obtained
from a vocational technical college were the
most urbanised. Additionally, with the increase
in the length of education, rural migrant workers

liked to work in the city more.

Objective 1
Objective 2

5.9

Gender

Section 59 -
Rural migrant
workers’ working
environment with
respect to their

gender

1. Female rural migrant workers interacted with
colleagues more than males. This also explains
why female rural migrant workers regarded their
working environment as more harmonious than
males.

2. Male workers need to

rural migrant

strengthen interaction with their colleagues.
Activities that are organised by companies will
their

help strengthen the interaction with

colleagues.

Objective 2

5.10

An analysis of
interviews in
State Owned

Enterprise D

An analysis of
interviews in
State Owned
Enterprise D -

Rural migrant

1. Although there was equal pay for equal work,

casual workers’ jobs were less secure

compared with the jobs of regular staff who
worked for the whole people of China. (The

latter was a phenomenon of the socialist

system). Rural migrant workers (with lower
educational attainment) were not offered
permanent jobs despite their fundamental

Objective 2
Objective 3
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workers’  social
integration
situation in the

SOE and an

analysis of
reasons why
there was lower
working

efficiency in the

SOE

function within the labour system which was

vital for the economic success of the enterprise.

2. Jobs under ownership by the whole people
were very stable but there was a rigid promotion
system and superfluous human capital. People
did not work with huge degrees of enthusiasm
in the state-owned enterprise. Marxist strain of
social capital that could be involved in state-
owned businesses was not a determining factor
that influenced people’'s working enthusiasm
and mutual trust and cooperation/solidarity in

intra-organisations.

511

An analysis of
interviews in
private

companies

An analysis of
interviews in
private

companies — An

analysis of
reasons why
there was an
inclusive

environment  for
rural migrant
workers in private

companies

1. There was a gap between rural migrant
workers with lower educational attainment and
urban workers when comparing their vocational
skills and overall capability. Barri