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WEI ZHAO

What is Capitalism with Chinese Characteristics?
Perspective on State, Market, and Society

CONTENTS: 1. Introduction, - 2, China’s State Oppormunism: Govern-
ment as an Ensemble of Capitalists, - 3, The Spirit of Chinese Capitalism:
Metamorphosis of Chinese Life-world, ~ 4. Market Economy and the
Chinese Social Structures, - 5. Conclusion,

1. - Though Chinese authority insists that China is sti]] 4 social-
ist country with the slogan of “constructing the socialism with
Chunese characteristics”, most think ;¢ 1s just an ideological self-la-
beling. Westerners now take China as a model of State capitalism,
authoritative (dictatorship) capitalism, o capitalism with Chinese
characteristics (part of the Fast Asian Capitalism). In mainland
China, however, the term “market economy” is usually used to re-
place “capitalism™. For most Chinese, following Deng Xiaoping’s
famous saying on “black cat or white cat”, capitalism or not is of ng
importance, yet many of them feel thar Ching s becoming more
and more Westernized,

The interest of raising the question on the relationship between
China and capitalism lies less on defining the type of Chinese soci-
ety than on understanding better its characteristics and finding its
main problems, especially through the lens of social theorjes on the
interrelated structures among State, market and society. The Chi-
Diese economic miracle has been abundantly analyzed, while its

" Associate Professor of International Management, ESSCA School of Man-
agement. Address: 1 Joseph Lakanal - Bp 40348, Angers Cedex 01, France,

"' During one international workshop called “R, -balancing the emerging capi-
tlism of China” held in US, being asked whether such conference could be held in
China, 3 leader of government schoo] from 2 maialand wniversiry responded “yes
of course, only need to replace the term capitalism by marler economy”.
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- complicated interactions with the Chinese society and State hyy,
not yet been well clarified. Smply labeling China as “emerging -
market economy”, “State capitalism,” “crony capitalism”, o,
“ Guanxisociety” often creates more traps of stereotype than bring.
Ing more insights in Chinese economy and society. On the other
hand, quite often the fundamental characteristics of a society is no
that its economy or State polity belongs to type A or type B, by
the unique articulation among the so-called official economy, agd-
ministrative government and life-world of social group®. If capira]-
ism is the primary nature of Chinese economy, its major character.
istics as a whole society lies on this macro triple helix,
Theoretically, perhaps the most classic paradigm of industris]
capitalism is given by Karl Marx. For him, capitalism is first of a]]
an. economic system in which the class of capitalists, who own
means of production (capital goods, factories, machines, etc.) and
pursue maximum profits, hires and exploits the class of workers,
who sell their labor to the capitalists without alternative choice, Og
 this infrastructure of society, all major spheres of social life, core
cultural values and ideas, or societal institutions (family, religion,
political, etc.) are organized to reinforce the relations between the
two social classes dominared by capitalists. As an extension of the
model of Marx, State capitalism is regarded as a system where the
State is the principal actor and the referee jn the economy, carrying
out primitive capital accumulation of capitalists in traditional sense,
Different from Marx, Max Weber took capitalism as above all a
Spirit system whose birth and develo pment are the result of a pro-
cess of rationalization of economic actions. This specific rationality
of “capitalist calculation” s widely represented by a variety of so-
cial institutions, such as social values, legal system, bureaucracy in
‘organizations, etc. In his book The Protestant Frhic and the Spirir
of Capitalism, he proposed that ascetic Protestantism was one of
the major “elective affinities” associated with the rise in the West-
ern world of market-driven capitalism and the rational-legal nation-

*J. HABERMAS, The Theory of Communicative Action, Volume 2- Life-World
7y

and System: A Critigue of Functionalisr fleason, wranslated by Thomas McCarthy,
Boston, 1987, :
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stitutions such ag polity, ¢conomy, culture, and collective socia] hife.
Through some subjective common values, capitalist society inte-
- grates and maintains the social order, avoiding the famoys Hobbes-
ian problem of order due to the fact that profit-seeking actions
based on rational calculation of self-interest can easily lead to g sip-
uation of war of )] against all,

Very much in line with Parsons, Juergen Habermas conceived
capitalist society from the perspective of acting subjects as the life-
world of a social group®. By the life-world, Habermas means ‘the
shared commeon understandings and values that develop through
face to face contacts Over time in various socja] groups, from famj-
lies to communities, Everyday praxis yields culture, personality,
and society as concrete spheres of life-world. This life-world has »

* M. WEBER, The Protestant Ethiz and vhe Sprrit of Capitalism, Chicago and
London, 2001 [1904], p. 17.
4
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- “colonized” via money and power: Instead of resting on Principle

that arise in the life-world, social spheres such as academy, basic ;..
formation, news, éntertainment, and government are more zpqd
more like marketplace where transaction logic prevails or abstragy
principles of formal laws apply. The State is becoming a more ¢
less efficient service provider, not a source of shared identity, Thy

the legitimacy of social institutions, indeed of nation States, is ip
crisis,

Stmilar to the finding of Weber that the rationalization carrjeq

on mainly in economic activities spread rapidly in all other soc
fields such as commoditization and capitalization of labor, land,
and natural environment, Karl Polanyi found that the inherent ten:
dency of modern capitalist soctety is that instead of the economic
system being embedded in social relations, these relations were now
integrated into the market system’. So the real problem after the
birth of capitalism is how to reproduce the social life-world while
maintaining social order. The evolution of capitalist societies shows
that despite the fact that economic action always penetrates ficlds
besides economy, social values, social norms, or life-world are not
built directly on them. In general, capitalist societics react nega-
tively to anomic or anarchic situations. The State or other organi-
zations representing the public interest always try to operate and
regulate the pure market cconomy. This political, cultural and so-
cial control over the economy makes, according to Polanyi, the
capitalist market economy “re-embedded” in modern society and
subordinate itself to the social life-world,
As for the capitalism in Ching, it is commonly recognized that it
is 2 State capitalism. But whether it is State-dominated or State-led,
~or State-guided or State-coordinated market capitalism is still de-
batable. This is in fact not a striking new point, given China has
long been under the socialist regime of planned economy. On the
other side, taking into consideration of the Chinese cultural tradi-
tion on relationship, social network, or Guangss, it is said that the

* K. POLANYI, [a grande transformation: Ayx orgines poﬁ'aigues et écono-
mques de notre temps, Traduic de I'anglais par Catherine Malamoud et Maurice
Angeno, Paris, 1983 [1944], p. 419,
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market process has led to re-emergence of clans and permitted the
nore local and personalized institutional order following other
Asian €CONOMIC s nstitutions. China is thus regarded as network or
relational capitalism’. The Chinese networks of relations are char-
acterized by its various processes and forms, bottom-up (relations
nitiated by grassroots class and entrepreneurs) and top-down
(formalization governed by officials from above), or, outside-in
(networks brought in by foreign investors in China) and inside-out
(networks brought out by overseas Chinese), etc.

According to Christopher McNally following Heilbroner, 2
frameworlk of capitalism consists of three elements: the process of
extracting and accumulating capital; the structuring of markets over
the whole society; and the emergence of 2 capital-oriented social
class. Stating that the Chinese social structure and development
tendency are quite different trom the conceptualizations in the
West, he proposed the concept of Sino-capitalism, which mcorpo-
rates partially the informal business networks rather than legal
codes and transparent rules. It also assigns the Chinese State a lead-
ing role in fostering and guiding capitalist accumulation, as well as
the integration of Chinese economic growth in the globalization®.
The Chinese State dominates over crucial aspects of the economry
while it is tempered by the entreprencurship and dynamism of
China’s network capitalism. Institutional hybridization has allowed
these two dissimilar types of capital accumulation to co-exist and
become co-dependent in Sino-capitalism. However, as a matter of
fact, the inner core part of the Chinese State capitalism or its par-
ticipation in global capitalism s all the Chinese networlk capitalism
by nature, only the forms of relationship vary accordingly.

McNally also noticed that there is deep historical institutional
reservoir and traditiona! value system that have shaped Sino-capi-

7 M. BOISOT, ]. CHILD, From fiefs to clans and nerwork capitalism: explaining
China's emerging economic order, in Administrative Science Quarterly. FindAru-
des.com. 20 Aug, 2010, Thup// findarticles.com/p/articles/mi_m4035/is_
nd_val/ ai 19137712/

8 . MCNALLY, Instnuations on China’s Emergent Capitalism, Fasi-West Cen-
ter working paper, No. 15, February 2006, Honolulu. :
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talism”. Chinese society is ruled by social relations rather thay by
explicit laws. The relations are often among collective actors copp.

and beuefits for her or his own life-world. Chinese social Structure
15 a kind of relational market, which has a tributary State on the top
and remaining part is composed by small merchant capitalists,
without any middle class in between, Therefore there is no separate

unique bureaucraric hierarchy. In fact, the current combiration of
vibrant bottom-up entrepreneurship and a dominant State govern-
ing the economy top-down bears a certain resemblance to the po-
litical economies of the Song to late Qing dynasties. During these
dynasties, the State stifled high finance and reinforced a reliance on
personal ties - Guanx - to undertake business dealings. The sanc-
tity of contracts and rule of layw played second fiddle to ritual and

hindered the development of bureaucracies with formalized and
universally applicable rules. In this regard the imperial China pos-
sessed over the past one thousand years a sizeable class of small

merchants and producers, but re] capitalist accumulation could

1st purposes. This observation found its echo in Aglietta and Bai,
who defines the Chinese capitalism sui generiy by its unique re-
lationship between State and society, in which the legitimacy of the
Empire depends on its capacity of supplying to the people certain
social benefits in exchange for their loyalty. The Empire offered a
soctal ascension pathway through 2 system of official selection,
which is also under an ideological paradigm defined principally by
moral codes of Confucianism®, Searching for becoming more suc-
cesstul in this Confucian system of official bureaucracy replaces the
search for gaining more commercia] and economic profits as a strat-

? C. MCNAILY, China’s Modef of Late Development: Sino-Capitalism and the
International Political Economy, conference manuscript, May 17%. 2011, p. 25.
M. AGLIETTA, G.BAL, Lz voie chinose - Capitalism et empire Paris, 2012,
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egy of upward social mobility. Thus the official bureaucracy hin-
ders the emergence of the spirit of capitalism in old China.

The overall structure of this paper follows Heilbroner’s logic of
capitalism as advocated by McNally, but the core analysis of the so-
called Chinese capitalism lies heavily on Hebermas’s conceptual-
sation of the life-world of social group, as well as on Parsons’s
concern of the problem of social order and integration. By se-
quence, it is raised the quesuons such as: if China is of State capi-
ralism, how it is different from the State capitalism of other devel-
oping countries? Whether the “spirit of the Chinese capitalism” is
really created by its unique networks of relationship'’, or Guangxi
network in the market is just an enhanced form of representation of
capitalist spirit? Whether there a rising middle class in China who 1
searching for gaining more social-political power from the author-
ity regime, or it is just a myth invented by the Western theorists or
statisticians? Is China crony capitalism? Through giving answers o
the above questions, it is hoped that the contours of the capitalism
with Chinese characteristics can be delineated roughly.

5. — China is more than a State capitalism, The Chinese State is
characterized not only by its high degree of intervention and control
over the economy, or by the developmental economic strategy as a
system filled with reciprocal consent by government and private
players, but rather by the fact that the government itself becomes an
outstanding interest group and behaves likke a private caprtalist. Un-
der the ideological construct of “State”, the Chinese government
searches first of all to maximize its own economic benefits, even 1n
competing with other collective actors in the society, as well as to de-
fend its own power status from challenges and constraints. In es-
sence, it is a kind of State opportunism since the Chinese government
makes all efforts to exploit its symmetric information, status and re-
sources to serve its own interests, well above the mterests of Chinese
society as 2 whole, the principal 1n theory. Through its fiscal, foreign
exchange, money and State-owned firm policies, the Chinese gov-
ernment successfully accumulated capital, institutionalized the utili-

N §.G. REDDING, The Spirit of Chinese Capitalism, Berlin, 1990.
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zation of domestic labor, and well protected and enlarged its interes
as a special social group.

The initial goal of China's economic reform and opening up waq
not to obtain a comparative advantage in the global value chain, by
to maintain the political system in China. Since 1978, Deng Xiao-
ping led an economic revolution to save the political stability of
China against the economie consequences it has inherited from
Mao. He advanced the pragmatist doctrine of socialism with Chi.
nese characteristics, which has given political legitimacy to the pur-
suit of wealth and profit by individual persons and private entre-
preneurs. The opening of China to the outside world has been
booted from the coastal Province of Guangdong. Through the ex-
perience of Guangdong, the Chinese government has gradually
found a very effective way to achieve its goal of economic growth;
integration into global production through export manufacturing
and foreign direct investment using cheap domestic labors. The
government has adopted many preferential policies to artract for-
eign mvestment and construct new industrial zomnes to accommo-
date a large number of industrial firms employing the “migrant
workers” from inland China®. Thus resources beyond the control
of government were mobilized to maintain the survival of the gov-
ernment in generating multiple new economic actors in the system:
local governments, State-owned enterprises, private entrepreneurs,
and all other social organizations have become tools for the ultj-
mate profits of government®, Chinese political structure has a divi-
sion of powers between the central and local governments. Reform
in the economic system has led to the decentralization policy which
strengthened the powers of the local government, whose primary

" R. ARVANITIS, P. MIEGE, W, ZHAO, Transformation des sysiémes productifs
el émergence d’une économie de marché en Chine, in Perspectives chinoises, 2003,
n®77,

® A.G. WALDER, 1998, The Stace a5 an Ensemble of Economic Actors: Some
Inferences from China’ Traectory of Change, in J.M. NELsoN, C. TiLy, L.
WLAKER (eds.), 77 ransforming Post- Communist Political Economies. Washington,
D.C., 1998, pp. 432-452, htep://worw sciencedirect.com/science/ article/BEWHV-
46D5]2Y-8/2/€965951d0322151 b179c964a0f5b623¢
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concern is the maximization of loca] revenues, including taxes, for-
€1gn investment, profits and even local businesses™.

Since tax revenue and GDP became the main objectives of all
political officials, like all capitalists, Chinese government made ex.
cessive capital investment in industrial production. Ope form of
such investment was lowing prices of lands to artract large scale
manufacturing firms. Other forms include controlling factor prices
in favor of investors and even direct engagement in fixed asset in-
vestment. In 2006, Chinese investment reached 50% of GDP. That
investment rate has surpassed those of Japan and South Korea dur-
ing their industrial takeoff, During the crisis of 2008, in terms of
revenue in the country, the proportion of total government revenue
represented approximately 24% of GDP. Expenditure of domestic
investment reached 42% of GDP, most of which came from public
savings. According to a “China Reform” magazine article, in 2009,
the government set up 8,221 financing platforms and made credit
loans of 5.56 billion Yuan, representing more than 50% of total
loans. That year, the growth rate of China's GDP was more than
8%, with a contribution of government stimulus for 3.25%. By in-
jecting investment continuously in circulation, Chinese government
has created high expectations of revenue of all economic actors,
thus created a kind of “conventjon” for investment behavior, Chi-
na's financial firms are almost all State-owned and gave loan
schemes under government order without taking into serious ac-
count of risk. At the macro level, State-led excessive capital invest-
ment leveled up the “state of confidence”, ie., trust in Chinese
market development. To some extent, China boosts its market
¢conomy in adopting the propositions advocated by Keynes for the
period of economic and financial crisis. Its short term macro in-
vestment measures created 2 strong iinkage between the expecta-
tions of furure revenue and the current investment decisions among,
Private sector, the foreign investors and even the State-sector itself

"G MONTINOL A, Y, Qian, B.R. WEINGAST, Federalism, Chinese Style: The
Political Basis for Economic Success, in World Politics 1996, 48(1), pp. 50-81.
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and solved the Schumpeterian problem of dynamics of developh
ment”.

But the primitive accumulation of capital is the usage of Chinege
comparative advantage of a large number of cheap rural labors, Ty,
investment in enlarged reproduction is made possible thanks 10 an
unchanged or even lowered res] wage level. From 1995 tq 2003, -
ral migrants have flooded into the manufacturing factories in
coastal regions. A research by Peking University shows that over
the past 20 years, the average growth rate of wages for manufac.
turing in China is only 7%, and the average was between § 65 and §
70 per month in net pay, Systematic exploitation of almost uniim-
tted rural labor supply has been interpreted as a recipe for Chinege
miracle”. Though wages have taken more than 10% to 15% per
year over the last four years, China still has 40% of the active pop-
ulation engaged in agricultural production, 11% of GDP. Further.
more, the comparative advantage of massive cheap labor has been
systematically institutionalized by the government Intervention,
The social system for maintaining comparative advantage is based
primarily on a system of legal status of residents, the Flukou sys-
tem. The household registration policy was to prohibit free move.
ment of labor. Farmers seek Jobs in cities maintain thejr status as a
farmer. The inequality of State welfare obligations towards urban
residents and rural residents allows continuing  discrimination
against rural migrants in the workplace. Thus, the working time
and civil rights are usually ignored by business. Workers do not
have the right 1o free collective bargaining. Firms can easily made
workers work more hours, lower, withhold or pay late their wages,
and deprive workers of their personal freedom”,

A by-product of this massive primitive capital accumulation was
huge forcign-exchange reserves held by the Chinese State. In fact,

¥ W. ZHAO, F. La Pra, Chinese Entreprencurship: Institutions, Ecosystems
and Growth Limits, in Advances in Economjes and Business 2013, 1{2}, pp. 72-88,
2013 http:!z"www.hrpub.org, DOI: 10.13189/2¢b.2013.010204 -

“Y. LN, F. CAL Z. Ly, Ze miracle chinois. Stratégie de développement er.
réforme ccononrgue [The China muracle, 1996], Paris, 2000.

Y H. QIN, Développement capitaliste er dictatyre Les legons & trer du miracte
chinojs, in Camnkrﬁzremaﬂbﬂaﬂ Déba, jeudi, 26 feveier 2009, no. 956, pp. 46-48.
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‘China's net exports and current account surplus peaked in 2007,
rgpresenting 129 of GDP. In 2009, the current account surplus has
declined, but still accounted for 6% of GDP. In 2010, China’s for-
cign reserves ceached 2.85 trillion US dollars. The government exer-
cises strict exchange controls. Tf Chinese companies exporting to
the foreign countries and carning U.S. dollars, for breeding in Chi-
na, €.g-, for purchases of raw materials, they need to exchange those
dollars to local currency RMB. These companies sold these export
dollars to commercial banks, which are State-owned banks, in ac-
cordance with the payment of a relatively fixed exchange rates
mandated by the central bank, such as $ 1 to honor seven RMB Yu-
an in 2008. Logically, there would be Chinese companies wishing
to buy U.S. dollars with their RMB from commercial banks in or-
der to import foreign equipment, and this would make the capital
account balance. However, in reality, most companies knew that
Chinesc government artificially jowered the price of RMB agawnst
the U.S. dollar, and were reluctant to buy the expensive dollars to
jmport equipment products. As a result, the foreign exchange 1n
China was added, and foreign currencies rushed in China for buy-
ing the cheap and abundant local currency RMB. The “hot money”
thus further increased the foreign currency reserves held by the
Chinese State. Gradually, with this warehouse foreign currencies
and an appreciation of the RMB, the Chinese companies begui to
buy foreign products more profitable, and State enterprises begun
to invest abroad, often in the political task. Meanwhile, the Chinese
central government hiended to carry out some capital speculation,
mainly buying government bonds in the United States and Euro-
pean couniries with a very low rate of return. Domestically, the
Chinese government created capital through increasing money sup-
ply. China’s money exceeded GDP growth rate every year for more
than two decades.

The additional capital or credit 1s created by State-owned banks
and mainly for financing the existence of State-owned firms, both
are in fact part of the government itself. The Chinese bank concen-
tration is very high and the financial markets are dominated by
Srate banks. As of 2007, the listed shares of the seven State banks
Jccounted for nearly one third of the total market value. Yet at the
same time, these banks carry combined unrecoverable loans totaling



120,000 State-owned enterprses (and its many subsidiaries) in (b,
hands of government, while their production fepresented only
quarter to a third of vota] mdustrial production. Government offj-
cials at different levels and in different units are ordered to Support
State-owned firms and banks, and their departments often tale an
interest in these economic organmizations. China’s “national cham-
pions” also hold most of the shares on the Shenzhen and Shangha;
- equity markets, and are listed jn world financial market centers. By
2012, China featured 73 out of the Global Fortune 500 Ieading en-
terprises, most of them are among the 155 State-owned enterprises
that remain under direct central government tutelage. China’s in-
dustrial policy was ylelding considerable dividends to the Party-
State in its capacity as lead shareholder. A few large companies
(State companies and financial institutions managed by the gov-
ernment) can obigin low-interest loans, resulting from excessive
capital provided by the State. Since the creation of business groups
in 1998, strategic sectors such as petroleum, petrochemical, energy,
telecommunications, civil aviation, maritime transport and mining
were all occupied by the State monopoly. Contrary to a normal
State capitalism which protects the expansion of the market econ-
omy in all sectors of society, the Chinese State capitalism gives
privileges to the long-standing State-owned sector, lLe., its own
group. '
Though many competitive sectors in retail and manufacturing
are populated by private (both foreign and domestic) or hybrid
ownership firms, it is still the State-owned firms that hold the
commanding heights of industry and finance of the economy.
-Within these State-owned sectors, after years of “informal® or “un-
derground” Privatization, government officials and large State firm
executives have formed 2 spectal interest group which commands
the State controls. The group has its own benefits to maximize and
protect, thus it is competing with ali other non-government entities
mn all fields. As a developmental State, it is true that the Chinese
government has a broader vision of risks, and is the only one capa-
ble of leading the €conomy as a whole. But the particularity of Chj-
nese State capitalism doesn’t lie op the State’s intervention and cop-
trol over the economy, which is 4 quite common during many in-
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stances of capitalist development such as South Korea and Tarwan.
It lies on the fact that the State builds up its own assets and in-
situtions, while accumulating and exploiting capital for serving the
permanence of the system. In the Chinese State capitalism, the gov-
ernment has become a special interest group in the society and fol-
lows the behavior logic of a private capitalist (sometimes an entre-
preneur), i.e., competing with other actors and putting its own po-
litical and economic interests in priority over the mass public.

3. — The opportunism of Chinese State can find its root in the
deep structure of Chinese culture. As a matter of fact, Chinese gov-
ernment is not the only opportunist actor in China. Firms, families,
associations, organizations, and individuals are all, to some degree,
opportunist. The whole Chinese society is an opportunist one. Cul-
wrally the life-world of Chinese is exempt of religious system and
money is becoming a more and more secular religion in contempo-
rary China. Opportunism, or self-interest pursuing by specific so-
cial groups, is part of “pragmatism” within the Chinese tradition,
which is the core spirit of the Chinese life-world. The current mer-
cantilist Chinese government developed the country’s industries
through introducing and implementing certain capitalist in-
stitutions of market economy (price mechanism, private property
rights, Jaissez-faire competition, market opening, and commerciali-
zation of services and information, etc.), but it is not willing to and
not able to bring the Western spirit of capitalism into the Chinese
culture.

Taking capitalism as a specific rational economic action for the
purpose of making transactions in market, Weber considered “the
spirit of capitalism” originating from protestant ethics which held a
calling to prove one is selected for the honor of the God, as well as
some moral beliefs such as “Honesty is the best policy”. With the
development of capitalism, its spirit gradually extricared from the
religious value system and built up its own legitimacy based on fe-
gal-rational foundations. Weber also analyzed the Chinese Confu-
cianism and found many elements which bad affinity to capitalism,
just as current businesspersons often say that the Chinese are com-
plicated and clever in doing business. However, even sometimes the
behavioral forms and performances are similar in doing business,
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the Chinese pragmatism is by nature not the Weberian spirit of cap-
ttalism. One example is profession. In Weberian spirit of capitalism,
a person’s profession is taken as a vocation with full respect of the
work; in Chinese culture, it is a practical tool for jumping to anoth-
er better position or getting rich quickly. Vocation has been re.
placed by the so-called personal career since China’s opening and
reform, For all Chinese, not only people in business, the only crite-
rion of a successful career now is money, because all must he
bought by money in the Chinese market economy: children’s en-
trance in famous schools, entrepreneurs’ reputations, parents’ hos-

pitalization, intellectuals’ ranks in institutions, and exposures by
medias, etc.

The real characteristic of Chinese capualism is the sustaining

Chinese life-world, which is not, and never embodies, the spirit of
capitalism as Weber defined. Life-world, a term that Habermas
adapts from Alfred Schutz, refers to all sorts of assumptions about
who we are as a group of people and what we value about our-
selves: what we believe, what shocks and offends us, what we aspire
to, what we desire, what we are willing to sacrifice to which ends,

and so forth. Most of these assumptions are latent in Parsons’s.

sense of latency. Their legitimacy or power is their “of course” or
“taken for granted” quality. Questions about the life-world can on-
ly be answered by some version of “because that's who I arh and
who we are”. Sharing a common sense in a life-world integrates
people in a society. The social action of fulfilling these common
value commitments in everyday life reaffirms the fundamental so-
cial legitimacy and latently maintains the Integration of a society. In
terms of social action", the Western capitalism and the current Chi

* In his book The Strucrure of Social Action (1937), Talcott Parsons idendified
five key elements of social action as 2 system: the actor with specific social person-
ality, which corresponds roughly to the classification of id, ego, and super-ego of
individuals, by Freud; goal of action, which is concrete and has subjective mean-
ings; means of action, which is all kind of resources that actor mobilizes and utiliz-
es for achieving the goal of action; norms, values and other “ideas”, which are eth-
ics, laws, rules, normative cultures, and ideclogies in a society ; conditional sitna-
tons, which are various and changing circumstances of social action, such as emer-
gence of State, rise of certain social classes or ethnjc groups, transformation of
formal institutions, war or social conflict, social mobility, and other social changes,

e
e
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nese capitalism may look like each other in many aspects: both in-
volve rational economic actors; both have pecuniary objectives;
both search for efficient and praciical means; and both are in situa-
rions of similar capitalist institutional forms, such as market trans-
action, free competition, private business, and permission for seek-
ing profits, etc. But they are still fundamentally different in terms of
Jorms and values, and most apparently in terms of cultural rituals.
In {zct, the Chinese capitalism not only keeps very well its tradi-
conal culmral forms of social action, such as the emphasis on
“face”, “relationship”, and “human sentiment”, etc., but also sus-
tains or even reinforces its core value system of pragmatism and
utilitarianism, Le., the spirit of Chinese life-world. The reason of
“such difference in spirit of capitalism is because, different from the
indigenous ethical and religious root of capitalism in the West, the
Chinese capitalism begun with the State’s political adoption and
implementation of a series of insututions around market economy
from outside and above. Facing on this new conditional situation,
the Chinese, very much in line with their traditions of authority-
and-order respect and superficial adoption of exogenous elements,
pragmatically amplified and catalyzed the essential spirit of their
life-world, i.c., the pragmatism. Though China’s capitalist institu-

Parson’s theory on social action is very much attached to the tradition of Max We-
ber, and provides in fact a broader framework to analyze the Weber’s theme on the
spirit of capitalism. Concretely, Parson’s general theory of social action reveals
that social action or orientation of behavior is a system, ot only determined by
cultural identidies or social norms; it depends also on conditional situations and ac-
tor’s social personality. It is therefore often misleading to directly predict social ac-
tion in a society only by its cultural identity or traits, which are normally the rep-
resentative social norms or historical myths to actors; in another word, they just
represent what makes the super-ego of individuals. Overtime, norms, values, or
cultural “ideas” can leave forms to social action, but these forms become superfi-
iial and are not the substantial Jogic of social action. So social actions different
societies may appear similar in texms of goal of action and means of action, but this
similarity doesn’t sufficiently mean that social actions are based on similar social
value system, or conditional situations, or social personalities which are related to
the deep structure of a society’s culture. A thorough understanding of Parson’s
framework on social action is a key to understand the so-called “spirit of Chincse
capitalism” and its difference with the Western spirit of capitalism,
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tions are Western-style, the resulted spirit is always Chinese by na-
ture.

The current spirit of Chinese capitalism is thus a cultural mera.
morphosis of Chinese life-world catalyzed by the introduced capi-
talist institutions. In terms of structure of social action instead of
culture, the Chinese life-world has four characteristics': pursuit of
self marerial interests based on personal utilitarianism; differentia]
and sequential mode of association based on relational particular-
1sm; formal obedience to secular authority and status order based
on normative Confucianism; and contingent strategy of concrete
action based on pragmatism.

Without religious spirit as an ultimate value, the Chinese life is
always secular and people are concerned of how to participate in
everyday substantial activities. The most valuable thing for most
Chinese is their material interests, since the per capita income for its
(.3 billion people is still in sub-$ 3000. In terms of personality de-
velopment, Chinese is regarded as stopped at the early stages of id
formation where the focus is still on physical needs and there is no
clear cut difference between id body and others®. The desire of
Chinese on making a fortune is just like the desire of freedom by
the Westerners®. To some degree, Chinese are all materialists and
maximizing own material interests becomes a major goal of social
action. The Chinese id is of utilitarianism and also of personalism.
Even in the rich scalable personal network of social relations, the
center is always “oneself” which defines the value outside the ego.
The Chinese network of social relations is developed and evolved
around each person’s ego, so “private” and “personal” self repre-
sents the core value of Chinese social behavior®. The key issue here
is not what the ego of Chinese is, but the Chinese are not collectiv-

? X.W. QU, The Structure of Social Action of Chinese: End of Indsvidualism
and Collectivism, in Journal in Philosophy, Human and Social Sciences of Nanyjing
University; 1998, 1, in Chinese. '

®1.].SUN, The Decp Strucevre of Chinese Culrure, Nanning, 2004 [1983], in
Chinese. -

# Y.T. SUN, The Three Principles of the People, in Complete Works of Sun
Yat-sen, 1986 [1924], Vol. 9, Beijing, in Chinese, .

“ X.T. Fe1, From the Soi: The Foundations of Chinese Sociery, translated by
Gary G. Hamilton and Wang Zheng. Berkeley, 1992 [1934], p. 176.
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it in the normal sense. Meanwhile, in practice, the goal of pursuing
“private” material interests is often covered or hidden by the su-
perficial obeying to moral ethic codes of Confucianism. Regulated
so powerfully by the Confucian ethics which take all pursuit of
own material interest as greatest villain, Chinese dare not speak ex-
plicitly for profit-searching, but justify this behavior by put it un-
der various forms of Confucian ritnals and coremaonies. Therefore,
the particular behavior of Chinese profit-searching is full of for-
malism and appears to be 2 moral one, just as the Chinese proverd
said “Gentleman loves fortune and gains it by justified way” . Un-
Jer the shadow of social norms, Chinese individuals carefully de-
velop all kinds of tactics O Purste celfish intercsts, and use all
probable clues and indirect means to reach its goal of interests-
maximization, but at the same time seems to be consistent with so-
cial moral requirement. Perhaps this is one of the reasons why Chi-
nese are seen as good in making deals in business.

However, in pursuing own ‘ nterests, Chinese always cultivate
2nd form social relationship with others. This enlarged scope first
includes naturally family members who have sanguinity, then may
extend to those who share the same or similar :dentities with the
person, such as people of same school, same region, and same pro-
fession, etc. But all relations are built around and by the persom
and the force of interactions depends on the connection’s usefulness
to the interests-pursuing of the person and other actors. These rela-
cions are vital to Chinese since they are the means and sources of
individual’s interests. Also, because each individual forms its own
serwork of social relations by putting always ego as center of such
network, all Chinese social relations are private and personalized
by nature. This means relations are often comprehensive and mixed
of private life 2nd non-private activiues. Thus each Chinese 1
claimed to be surrounded by a series of concentric circles, produced
by one’s own <ocial interactions. Each nerwork of social relations
has a self as its center. Each circle spreading out from the center be-
comes more distant and at the same time more insignificant. Every-
one’s circles are s aterrelated, and one rouches different circles at dif-
ferent times and places.LOn different occasions, one’s own social
network comes into contact with someone else’s. The whole social
structure of China is composed and added up by such private
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particular contacts® A practical consequence of this. differents]
and sequential mode of association in social networking is that
people seek connections in higher places and do things for the sake
of relation itself. Another consequence is that, in China, private
selfishness is justified by moving toward the State: both public offi-
cials and private persons use the same conception of the social order
to define the context of their action. This mode of social association
does not allow for individual rights to be an issue at all, and social
morality makes sense only in terms of personal connections. Afrer
China’s opening, many multinational companies quickly under-
stand this nature of Chinese relationship and actually promote close
ties between capital and the State. Rather than seeking autonomy,
most capitalists in China seeking to extend their tangled in institu-
uons of State and Party, both for commercial and political rea-
sons™, .

Because the ethics of Chinese socicty originates from ego and its
family, then extended to village sects, regions, country or even
global world, there is traditionally no such a space called “public”
and no development of corresponding codes of conduct. Confucian
ethic norms are in fact for coordinating and regulating the private
and personalized social connections among Chinese. Confucian
ethics forces its members to submit with patience and care; its ritu-
als provide details of social life; and it core value on “kindness” 1s
supposed to purify the inner mind of individuals. But all these doc-
trines also reflect that there is a big potential problem for Chinese
soctety of how to keep harmony by integrating conflictual personal
interests. In history, Confucianism as a system of social moral phi-
losophy was promoted by authorities because they saw clearly
where the problem of social order was: outside the emperor’s fami-
ly, there were thousands of families who followed only their own
family moral ethics and the State had no separate moral foundation
other than those of families. Confucianism theorized the historical
traditions of Chinese social relations and provided a normative in-

. See supra note 22,

. L BREMMER, China’s State capitalism and multinationals, in MeKinsey
Quarterly, May 2010, -
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terpretation of these private relations along the continuum from
eg0, O family, to local sect, and to State. The normative relation-
ships between individuals were formalized in “rituals” and were
sed as rule of State to govern the society. But the base of Confu-
cian moral ethics is always - dividual and its relation with other. It
cakes into account the pariicular circumstances of individual and
requires taking care of each concrete person. As private relations,
the Confucian “rituals”, ethics, or laws in China are all of particu-
larismn. They are flexible and changeable according to different 1m-
plementation target actors and their relationship distances with ego.
For Chinese, there 15 no universal moral standard and the State is
not ruled by law. Finally, what remains unchanged is the ritual it-
<elf and the form becomes the norm. The so-called Chinese rituals
such as “face”, “order”, “hyman sentiment”, etc., are all conformed
because they provide forms, not just because they are legitimate
norms. But their function is more for performing one’s pursuit of
own interests through particularistic social relations. |
Therefore, Confucian ethic norms are always used by Chinese to
justify their contingent social action. The conungent attitude of be-
havior doesn’t create Cognitive dissonance to Chinese psychology,
because Confucianism jtself as social norm or value criterion 1s flu,
formalism, and particularism. In fact, under the form of Confucian
moral system, Chinese adopt very flexible and adaptive strategies to
respond to different circumstances, conditions, places, time, people,
and relations. The pragmatc strategy s invented in view of differ-
ent configurations of contexts or situations. For example, as Coniu-
cian ethics takes all particularistic relationships on a same continy-
um, the circles of social relations of Chinese as “closed” connec-
tions can be very flexible. According to different place and time, its
scOpe can vary from a small group, father and son, brother, {riend,
subordinate, superior, colleagues and strangers, 10 2 general popula-
tion, as Jong as the relations serve as means to achieve the person’s
goal of seli-interest pursuit. Social norms are often re-interpreted
according to the particular personal relationship and the specific
persons that they aim to regulate, as long as the forms of Confuctan
rituals are respected. Ultimately, social norms and value system are
* changeable vis-a-vis the unchangeable goal of self material interest
pursuit and particularistic relations around the Chinese ego. The
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characteristic of Chinese capitalism is not its Confucian ethic or au-
thoritative form, but its pragmatism of strategy.

The system of market economy 1n China is constructed under
such a contingency strategy by the Chinese life-world, The intro-
duction of the concept of market economy by the political author-
ity created a specific new conditional situation in the Chinese life.
world. The official definition of market system in China by the
government is “Socialist Market Economy with Chinese Charac-
teristics™. For Chinese government, this definition serves as a new
ideology for the country’s reform and opening. The term “Social-
ist” justifics a strong State intervention in market operation and
keeping the dominant and monopolistic positions of State-owned
firms in strategic sectors. This idea also convinces Chinese leaders
that the control of a large part of economy by the State is the most
reliable path to prosperity and national security”. But for Chinese
people as well as officials as individuals, the term “Market Econ-
omy” represents a cognitive paradigm in which atomistic, fluid and
individualized suppliers, clients and workers can have total freedom
of using whatever means to compete for gaining maximum self ma-
terial and financial interests®, Market economy is 2 new value sys-
tem which explicitly provides legitimacy to the pursuit of personal
interests, just as expressed by the political slogans “Let part of peo-
ple get rich first” and “It is glorious of making a fortune” in 1980s.
In practice, Chinese constructed a marlket economy in their ways.
Chinese market institutions were built on existing social structure,
1.e., the Chinese differentially associated social relationship net-
works. Markert rransactions were carried out through these private
social relations, which are mixed of political Iiaisons, status equiva-
lence, professional recognition, commercial interests, and personal
acquaintance, etc. of connection. Since all social relations in China
are based on particularism, the commercial relations in Chinese

* 1. BREMMER, State capitalism and the crisis, in McKinsey Quarterfy, July 2009.

* This is what Fligstein defined as conception of conirol, which is a cognitive
model held by actors on how marlket operates. The conception of control is often
embedded in stable local knowledge, cfr. N. FLIGSTEIN, N,, The Architecrure of
Markets: An Ftonomic Sociology of Twenty-First-Century Capitalist Societies,
Princeton, 2002. ' '
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market cconomy are developed less on legal contracts and the rule
of law, but rather on kinship, friendship, emotional considerations,
faces, gifts, and favors, etc. For example, the success of many firms
depends on the favorism in form of tax breaks, government grants
.nd other incentives from government. Many business transactions
are settled through negotiations within a network of a person’s re-
lationships based on mutual obligations with local government
- which provides resources. In one word, the transaction rule 1s based
on the private relations of different distances to the ego. Further-
more, the Chinese private relations follow the principle of particu-
larism. So there are almost no official general rules in market and
laws are in fact particularistic for exceptions based on situation of
relationship, for example, the exceptional opening of Guangdong,
ahead of other provinces and the establishment of four special eco-
nomic zones in 1980s. Based on particularism principle, there are
special arrangements of property rights and governance structures
" in companies: capital flow-in from Hong Kong and Macau is re-
garded as FDI even originates de facto from mainland China; only
SOE have privilege to set up jomnt-ventures with foreign nvestors
in certain sectors; special starus given o contractual agreement as
Sino-foreign cooperative joint-venture, etc. Also based on the par-
ricularism of social relarion association, private firms can get a “red
hat” of SOE or collective enterprises, and SOF can be informally
and de facto privatized. Faced with the legitimatization of the con-
cept of market economy, Chinese reaffirm their goal of pursuing
own material interests, instrumentalize and extend all their social
relations as means for market transaction, and set relational particu-
larism, in stead of universal rule of law, as institutional foundation
of the whole market economy. When such hidden rules become
norms and are practiced as secular rebgion in people’s everyday life,
market economy completes its Chinesc characteristics.

The adaptation and construction of market economy through
the Chinese life-world is also the transformation and metamorpho-
¢is of the Chinese life-world itself. They are just like two sides of
the same coin: social action. The Chinese desire for own material
interests, depressed so long time by the Confucian norms and
communist regime, is totally released through market economy.
Economy, money, transaction, and capital occupy a dominant place
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in Chinese life-world, as the phenomena of “all pecple becoming
businesspersons” or “everything being business”. From State offi-
cials, to scholars, to business managers, to workers, to household
wives, all people debate over who has ownership on what and tar-
get everything for de facto privatization and possessing. Persong]
network of social relations are instrumentalized and everyone has
the strategy of building networks of relationship as means of
achieving goals. Human labor, social relation, cultural heritage, po-
litical power, information and knowledge all become capital and
should be capitalized. Chinese traditional behavior routines such as
“face”, “personal emotional liaison”, and “rituals of respect”, etc.,
all become practical tools for maximizing own interests. Weber ever
defined the emergence of capitalism in the West as 4 process of ra-
tionalization; in China, it is a process of “pragmatization”. Above
all, the Chinese shared values and ethic norms are transmuted to the
common pragmatist attitudes towards market economy. Market, in
Chinese sense, has become the prototype for designing and con-
structing institutions in every domain of activities in a society: from
education to health, from housing to social security, from police to
media, from court to administration, from workers union to NGO,
ete. They are not public services or activities, but markets based on
particularistic relationships. The whole Chinese society is becoming
a compound market. Embeddedness, in the sense of Polanyi, is two
ways i China: economy in society and reverse. Thus the Chinesé
lite-world is eventually morphed into a market economy of capi-

talism.

4. ~Tf the emergence of capitalism in the West in the 19™ century
umplies that economic activity as a distinctive thrust is isolated and
differentated tunctionally from traditional social life, in China the
capitalist growth brings a fusion of economy and society, and the
substitution of social life by market mechanism?. Social domains or
non-economic spheres, such as education, heath, sociai security,

¥ POLANYL, La grande wransformation, cit., also said that once marker organi-
zation, as a singular new thing in human history, dominated industrial life, all oth-
er instirutional domains were subordinated to this model. A market economy can-
not exist without a market society.
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arts, leisure, and housing, ete., all become big markets. For example,
since 1990s the education system was developed under the strate

of “industrialization and commercialization”, with the higher edu-
cation fees increasing 25 times during 30 years. Students, under so-
cial pressure of peer competition, are obliged to participate in all
kinds of supplementary classes outside formal education programs
with even higher fees charged by schools and teachers. Faced with
such miarket society, the typical reaction of Chinese middle class or
aouveaux riches is emigration abroad., Tt is estimated that among
the 950 thousand households with assets more than 10 million Yu-
an, 46% have intention to emigrate abroad and 14% have already
emigrated or are in process. While among those with assets more
than 100 million, 74% have intention of emigration. For example,
for the single year of 2009, there were 25 thousand Chinese immi-
grating to Canada, 65 thousand 1o US, and 16 thousand to Austral-
1a. It is said that the immigration agencies in China target all popi-
lation with annual revenue above 120 thousand Yuan as their po-
tential clients. Till 2009, China has over 1 mullion 600 overseas sty-
dents and scholars; among them only 500 thousand decided to re-
turn to the country and 275 thousand cventually did. The reasons
for emigration are all the same: better education for children, clear-
er arr, safer food, rule of law, protection of personal propertics, and
even visa exemptions of numerous countries, etc. The Chinese mar-
ket economy provides an alternative form of social integration but
does not satisfy the very human needs of reproduction of social or-
der. Apparently, for ordinary Chinese indulged in its networked
culture and tradition, immigration to a foreign country with total
Strange soctal circumstance is kind of culiural “suicide” or “ano-
mie” in the sense of Durkheim, but the Chinese would rather take
1t as a kind of “exit” strategy other than “vote” or “voice” strategies
in terms of Hirschman, A typical Chinese immigrant family is now
described in Chinese as “naked” businessman or official, ie., the
housewife and children reside abroad while the husband continues
to stay in China, doing business or officia] job in holding a foreign
Passport secretly. “Exit” is social because there is 2 loss of meaning
and quality of social life in China, while economic participation is
kept because the Chinese market economy is the only and sustained
carrier of Chinese culture. Doing business in Chinese economy
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who commit an apparent cultural suicide.

The statistics of 5* national census shows that about 15% of the
Chinese population belongs to the rising middle class, including
ordinary employees in tertiary sectors and middle-level techniciang
in companies (10.3%), employees in technical, administrative and
commercial functions of companies (2.3%), and professional tech-
nicians, managers and executives of companies {2.6%). The other
65% of population has low scored social-economic status, mainly
composed of peasants in agricultural sectors, low-wage worlkers in
urban areas, and immigrant rural workers of private, township and
vitlage enterprises™. But the Chinese social structures in reality can-
not be defined in terms of statistics and its social stratification can-
not be analyzed in terms of social class. That is to say, even existing
in statistics, the middle class in China is just an intellectual illusion
since there is no possibility of generating any “class consciousness”
in Marx’s sense, due to the unique situation of Chinese social struc-
ture. As a matter of fact, traditional China is not a society of class.
Between the central State, which was de facro the emperor’s own
family, and the large number of rural families, there was only a
light-weight bureaucracy as a channel of social mobility. If these
rural families could be called as “civil” society, during long time it
as 1n a state of auto-organization and regulation, without direct and
tight control by the emperor’s family?.

Chinese traditional social structure is now replaced by a market
tramework: the imperial State is replaced by opportunist govern-
ments at different levels and the rural families are replaced by thou-
sands of social groups searching for their specific interests®, These

provides a social salvation to the Chinese middle class Immigrants -

- % Q. LI, “T"-Type Social Structure. and Structural T ensions, in Sociological
Research, 2005, 2, in Chinese.

“Y.T. SUN, The Three Principles of the Feople, crr.

* The relationship berween Chinese individuals and social groups can be de-
scribed as resource-dependent, Le., Chinese individuals take collectives as a life-
unit which has full dimensions of relevance to personal life. This doesn’t mean
Chinese are collectivist in irs strict sense, because Chinese individuals will never
give up their own interests for a kind of collective interests, but they will always
aeed to be part of a group to get their own interests, Before the industrial reforme
of the 1980s, the dependence of urban residents on their workplace (a State work
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ingerest groups are formed first of 2l by primary social interactions
guch as relationships of parents, kinship, friendship, neighborhood,
nd geographical proximity, etc. The personal circles of relations
are then constrained and reformulated by 2 series of institutional
arrangements related to personal status :dentification made by Chi-
nese State, such as differentiated administration systems of residen-
dial rights (Hukou), employment, education, bealth, social welfare,
housing, marriage birth of child, and other opportunitias, berween
arban and rural areas, berween coastal and inner land regions, be-
tween big cities and small cities, between those with university edu-
cation and those without university education, berween employees
within State sectors and outside State sectors, and even between
State sectors at central level and 1ocal level, etc. And finally, the in-
terest groups are formulated in different industries or sectors oOf ac-
cvities through market cransactions, with different access to factor
resources and different pricing power in the economy. Thus the so-
cial differentiation in China is deployed along these interest groups
formed by the forces of social interactions, government regulations,
and market competition, in stead of social classes based on indus-
trial relations. For example, Chinesc statistical data shows that the
anmual social welfare expenditure per employee of central State-
owned firms in 2008 was 3387 Yuan. But the difference between the
firm with highest expenditure (44.6 thousand Yuan) and the firm
with lowest expenditure (only 149 Yuan) s 300 times. According to
the Ministry of Human Resources and Social Security, the average
salaries of State dominant Sectors such as electricity, telecommuni-
~ cation, banking, insurance, and tobacco, are 3 times higher than sal-
.ries in other sectors. I adding housing, Income beyond salary, and
social welfare, the real income difference can be between 5 to 10
fimes among different sectots. :

For individual Chinese, che involvement and attachment 1 cer-
tain social groups 0T collective circles are contingent. But the re-
sulted overall social structure of China is composed by highly

unit) for access to daily necessities such as food and clothing, as well as important
living infrastrucrures such as housing and medical care, reflects somehow the dis-
sociated relarionship between Chinese individuals and collecuve.
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fragmented mosaics of social groups with their stable specific inter-
ests”. All social groups behave like firms in market of competition
or even explicitly construct their legal identities as business compa-
nies. The direct competition among different social groups consti-
tutes the “fields” in the sense of Bourdieu®. For example, the field
of higher education, especially its subfield of business schools, is
composed of schools of national public universities, schools of local
public universities, schools of Chinese private investors, schools
jointly established by foreign business schools and Chinese univer-
sities, schools established by overseas Chinese investors, and Chi-
nese campuses of foreign business schools, etc. These schools are
surrounded by different systems of government regulation, differ-
ent labor market of professors and staff, different financial re-
sources, different governance structures, and different sources of
students. The whole social structure is similar to a market structure
of oligopolistic competition: society is broken into small pieces of
specilic fields of activities of interests searching, and in each field a
small oligarchy concerned only for its own immediate interests
competes. This social structure of oligopolistic competition can
even be found in the ruling Party of China, which is in fact not a
social political movement but rather becomes an institutional
framework of organizing the State within which different small so-
cial groups of interests compete for power. From inside, China is
far away from a well-organized State controlling each individual
from vop to the bottom, or a society of clear stratification with one
social class over another layer. It is more like a plate of small clus-
ters of sands. But all clusters are more or less linked to a bigger
cluster of sands: the State.

- Therefore, the current Chinese social structure is reproduced
through market transaction process under the institutional ar-
rangements of State. Since the social structure is characterized by
thousands of mosaic of small social groups of interests, social capi-
tal of individuals becomes the major differentiator of social status

* Chinese scholars often describe the state of social structure in China as “or-
ganized anarchy” or “family centralism without social order”.

* P. BOURDIEU, The Social Structures of the Economy, Cambridge and
Malden, 2005, p. 263.
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and competitive advantage in marker. According to Bourdien®, so- _
cial capital is the network of social relations and the volume of all
species of resources that the network enables. to be mobilized by
proxy. In China, a person’s mastery of a very large proportion of
social capital in effect confers a dominant status in specific filed,
and hence over those who are less endowed in terms of social capi-
tal. Even in 2005, survey of 6000 university graduates showed that
more than 50% of students believed that their parents’ social con-
nections were vital for finding a job, and 27% admitted that they
eventually found their jobs through parents’ connections. A re.
search report published by Chinese Academy of Social Sciences in
2007 concluded that the probability of becoming State cadres by
those whose parents were already State cadres wag 2.1 higher than
those whose parents were not State cadres. With such reproduction
mechanism of social structure, it is nor 2 surprise to find that the
popular strategies of social mobility in Chinga are called “competing
tathers”, “occupying a sector”, and “occupying a position in Staic
sector”, etc,

Since the Chinese market economy is not built on rule of law
but on social capital or relational particularism, its social structure
is maintained not by legal-rational legitimacy or traditional author-
ity, but by relations of force in market transaction and competitioni,
In other words, underlying the Chinese social structure IS a struc-
ture of real power. Within the power structure, it is the Chinese
State who, with its political power, has all and the only legitimacy
to interfere and alter the functioning of its market €COnomy or soci-
ety right now. Therefore, the most pragmatic strategy of social mo-
bility in China is to continuously covert financial and technological
capital into political, cultural and symbolic capitals through the ar-
uculation of one’s social capital, in hoping that the political capital
can in return bring some multiplier effects on economic capital. If
crony capitalism in some countries means that the success of a
business is dependent on the favoritism that is shown to it by the
ruling government in the form of tax breaks, government grants
and other incentives; in China it is mainly represented by the social

* See supra note 32.
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relations with government officials and political power structure,
searched by private entrepreneurs or individuals in order to haye
certain permission, security and stability for their business Tunning.
As mentioned above, since the State has also become a particular i
terests group and controls SOE as its own economic arms, goy.
ernment behaves like an ensemble of capitalists, and normally takes
private entreprencurs or individuals as its competitors. So the Chi-
nese State as a whole is not hijacked by any interests group. On the
contrary, all other interest groups in China have interest to ap-
proach the State and establish a kind of tributary relationship to
buyout their freedom in a market economy. As Weber ever argued,
capitalists always prefer to deal with individual power brokers be-
hind the scene, rather than get too involved with the cumbersome
democratic process. In such a context, individual officials form their
own particular mterest group involving their families, relatives, col-
leagues, and relevant State-owned or private entrepreneurs. Such
particular interest circles can be found in almost all strategic fields
in China, such as real estates, mining resources, financial and bank-
ing, and energy sector. Apparently, the Chinese capitalist de-
velopment leads to a process of mutual empowerment between the
realm of the “market” and that of the “State”. '
In the essence, the Chinese crony capitalism is characterized by
the absolute dominant position of the State as a whole and the dis-
persed particular social groups of individual officials for personal
interests. In traditional Chinese society, academic schooling and ex-
amination system was the social mobility channel for ordinary per-
sons to climb up into the bureaucratic system of imperial officials.
Today, the rampant business schools in China serve as a platform
for its business or even cultural elites to form collusions and alli-
ances with individual officials. A typical example is Cheung Kong
Business School in Beijing, founded by Hong Kong millionaire Li
Ka-shing thanks to his personal contact with top Chinese political
leaders. Cheung Kong Business School charges the highest scholar
fees in China but attracts the top executives of Chinese biggest pri-
vate corporations, in financial industry, real estates industry, enter-
tainment industry, commercial industry and manufacturing indus-
tty, as well as famous artists and film actors. The reason of such at-
traction is the initial strategy of participant recruitment of the
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School: it first of all targeted senior officials for their programs of
MBA and EMBA. On its participant list, there were officials from
the People’s Congress of China, National Reform & Development
Committee, Central Committee of the Communist Youth League,
- State-owned Assets Administration of Guangdong Province, etc.
Participants from business world ever explained their motivation of
joining the programs of the School: not for intellectual upgrading
and academic achievement, but for accumulation and conversion of
_personal political and social capital.

5. — Among mainland Chinese scholars, there is 2 popular de-
scription of the officially advocated “socialism with Chinese char-
acteristics” as a new bottle of old wine. The trademark of the bogtle
of wine is called “socialism”; the newly made bottle is capitalist as
physical framework; and the substantial wine is always Chinese re-
lationship based on its traditiona) particularistic principle and fer- -
mented with heavier taste of self-interest and utility-searching. Ap-
parently, the Chinesec capitalism is characterized by a Staze engage-
ment with opportunist strategy, a market system stylized by net-
works of personal connections, and 2 market-based social structure
composed by mosaics of social groups for specific interests. China
15 more than State capitalism, not a market economy ruled by law,
has no substantial middle class, and is neither of crony capitalism at
macro State level, _

In China, the current attributes of State, market and society are
all rooted in a stable and resilient structure: the Chinese life-world.
With its contingency strategy of pragmatism, this life-world of
Chinese sustains its pursuit of material interests, transforms per-
sonal social relationships in means of action, and progressively sub-
stitutes society with economy. Characteristics as such, it would be
difficult to predict that the Chinese capitalism will converge with
the Western models, will be cursed to fail, or will prevail as 2 new
model, However, the social consequences of the Chinese capitalism
are already serious. For Chinese, if their economic life is more Chi-
nese, their world of Chinese as 3 society is dissolving. If pragma-
tism has found a way for China to become 2 Super economic ma-
chine during 30 years, can the country use it again to elaborate a
Strategy for saving its soclety of tomorrow?



