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ABSTRACT Despite the major cultural and political differences between the United States
and China, in both countries access to jobs is supposed to be guided by fair and equitable
procedures. In the US, there is a presumption of an open labor market in which potential
employees compete on the basis of their qualifications, where the fairness of decisions is
guided by anti-discrimination laws and normative organizational policies. In China,
although there is a history of close relationships that guide the exchange of favors,
following the 1949 revolution, Communist Party leaders were given the authority to
allocate positions in ways that were supposed to eliminate special privileges of class and
background. Yet recent research has suggested that social connections are an important
part of getting a job in both the US and China for two-thirds to three-quarters of job
seekers. In the US context, such connections are described as social capital. In the
Chinese context, connections are defined as guanx:. In this article, we review research on
labor market processes in both the US and China to address three important questions:
(a) How can we understand the similar functioning of labor markets in such distinct
cultural and political systems as the US and China? (b) What are the mechanisms or
processes by which people find jobs in the US and China, and how are people able to
access these mechanisms or processes in the context of constraining social structures and
legal environments? and (c) What are the theoretical implications of the ‘generalized
particularism’ that seems to shape labor markets in both the US and China.
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INTRODUCTION

Personal choices and relations in China, a socialist country at early stages of
industrialization and economic development, seem to be remarkably similar to
those in the United States, a capitalist country at advanced stages, quite possibly
because particularism governs personal relations regardless of cultural, political,
or economic differences. (Blau, Ruan, & Ardelt 1991: 1037)
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Since Blau et al. (1991) called attention to the universal nature of particularism
in contrasting the US and China, research on labor market processes in both
countries has found empirical evidence of their claims (Bian & Huang, 2016; Bian,
In Press; DiTomaso, 2013). Particularism by use of social networks in the job search
process has become a major theme in the research on inequality in both the US
and China (Lin, 1999b; Lin, Fu, & Chen, 2013). Research, both independently on
each country and comparatively between the two countries, has found that social
networks (termed social capital in the US context and guanx: in the Chinese one)
play major roles in how people find jobs in each country, despite legal, political,
social, economic, and cultural differences between the two countries. In this article,
we review research evidence that shows that in both the US and China most jobs
are obtained through social connections or networks in ways that underline the
particularism that functions in both countries when it comes to gaining access to
valuable resources like jobs.

The fact of network influence on finding jobs is well known across many social
contexts (Bayer, Ross, & Topa, 2008; Brown, Setren, & Topa, 2016; Burks, Cowgill,
Hoftman, & Housman, 2015; Cingano & Rosolia, 2012; Hellerstein, McInerney, &
Neumark, 2011; Loury, 2006; Schmutte, 2016a; Sharone, 2014). In this article, we
want to highlight some of the similarities and differences between the labor market
processes in the US and China to raise important theoretical points. Specifically,
we ask three major questions: (a) How can we understand the similar functioning of
labor markets in such distinct cultural and political systems as the US and China?
(b) What are the mechanisms or processes by which people find jobs in the US and
China, and how are people able to access these mechanisms or processes in the
context of constraining social structures and legal environments? and (c) What are
the theoretical implications of the ‘generalized particularism’ that seems to shape
labor markets in both the US and China.

The Cultural and Political Differences Between the US and China

In any discussion about cross-cultural differences, the US and China are often
compared as representing the West and the East, and more generally, as
characterizing the most distinct cultural differences (Cuddy, Fiske, & Glick, 2008;
Gelfand, Erez, & Aycan, 2007; Hofstede, 1997; Kitayama, 2002; Nisbett, 2003;
Tsui, Nifadkar, & Ou, 2007). The US is a capitalist country, while China is
communist. The US has a democratic system of government, while in China
the Communist Party has legal control based on the constitution. Although
multiculturalism exists in both countries, the US is primarily a Christian nation,
while Chinese culture is strongly influenced by Confucianism. Indeed, there are
major differences in the cultures and the political systems of the US and China.
US culture is extremely individualistic, whereas Chinese culture is collectivist
(Hofstede, 1984; Triandis, 1995). Upbringing in the US strives to teach
independence, whereas in China interdependence is valued (Markus & Kitayama,
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1991). The individualism of US culture creates a conception of people as atomistic
or separate from each other. In the US, self-sufficiency is highly valued. In contrast,
Chinese culture is more relational (Brewer & Chen, 2007). People are thought
of in reference to the social groups to which they belong, and there is a cultural
expectation of mutual obligation among the group members to which one is tied
(Bian & Logan, 1996; Markus & Kitayama, 1991). Such cultural differences also
affect communication styles, with US culture utilizing what is called low context
communication, where it is assumed that understanding comes only by saying
explicitly what one wants the other person to know. In contrast, in Chinese culture,
communication is high context, meaning that there is a great deal of understanding
without the use of words, because people know a lot about others by knowing
the context of their relationships (Hall, 1959; Kipnis, 1997). Nisbett et al. (2001)
also argue that cultural differences between the West and the East affect modes of
thinking, with Western culture more analytical and Eastern culture more dialectical
in thinking patterns.

Thus, the cultural distinctions between the US and China create profiles of
preferred ways of thinking and behaving that form polar opposites: Americans are
individualist, independent, self-sufficient, and act on their own. The Chinese are
collectivist, interdependent, embedded in strong relationships that shape behavior,
and act as members of a group sharing mutual obligations. Moral behavior within
the US tends to be guided by an ethics of not doing harm, whereas moral behavior
within China tends to be guided by the fulfillment of obligations to others within
close social groups.

In addition to the stark contrasts in the cultural assumptions between the US
and China, the political systems of the US and China are also often thought
of as polar opposites. In the democratic system within the US, citizens vote for
political leaders at each level of government, and such leaders are expected to
develop laws and policies that serve the interests of their constituents and that
reflect their preferences. Although there are many and extensive critiques about
the gap between theory and practice in US politics — and wide divergences as well
about what should constitute proper representation depending on political party
affiliation and personal interests — there is no question that democratic processes
are more active and meaningful in the US than they are in China, which in the
post-Mao era is still a one-party state, with political leaders at all levels chosen
by the Communist Party. While there have been major changes in Chinese society
since a series of reforms were introduced in 1978, there is no pretense in China that
the population can vote to change their leaders and establish substantially different
policies than those approved by the Communist Party.

Within the democratic system of the US and the command structure of the
Chinese government, both culture and politics affect the functioning of labor
markets, but in the one case by interfering with markets, while in the other
case, interfering with state planning. In the US, despite assumptions that people
freely compete for jobs in an open labor market, evidence suggests that there are
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many mechanisms by which those who have access to social resources endeavor,
whenever possible, to avoid market competition and to gain an inside edge in
finding jobs (Castilla, 2005; DiTomaso, 2013; Fernandez, Castilla, & Moore, 2000;
Lin & Bian, 1991; Lin, Ensel, & Vaughn, 1981; Marsden & Hurlbert, 1988). In
China, research has yet to settle how much influence in the post-reform period
(i.e., post-1978) that political leaders retain in the decisions about who has access
to jobs (Bian, 1997, 2002; Bian & Huang, 2015; Bian, Huang, & Zhang, 2015; Cao
& Nee, 2000; Nee, 1996; Tian & Lin, 2016; Zhao, 2013), but there is agreement
that guanx: still operates, and the most recent evidence suggests that it does so at a
high level in the job finding process (Bian, In Press). In a sense, the US and China
have arrived at similar places from opposite directions. The US is supposedly a
market-based system, but the US labor market is heavily influenced by non-market
efforts to gain advantage and avoid market competition on the part of most job
seekers. China is a country in transition that through its revolution endeavored to
eliminate or constrain the use of family and friendship connections to gain social
resources, but as more jobs are emerging outside the state sector and more market
competition is being introduced, it appears that there has been increased use of
the particularistic ties of guanxi to gain access to jobs, both within the state sector
through ties to cadre leaders and outside of it through influence networks based on
kin and kin-like relationships (Bian, In Press). Thus, in the US social connections
arise in the movement away from functioning markets, whereas in China, social
connections arise in the movement toward markets.

As we will outline below, in the well-developed labor market of the US and
in the emergent labor market of the Chinese hybrid system, two-thirds to three-
quarters of jobs appear to be found with the help of social connections. Although
Blau et al. (1991) characterize these outcomes as particularism that perhaps is an
outgrowth of human nature, it seems more likely that reliance on social networks in
the context of inequality reflects the efforts by job seekers in both countries to gain
advantage and to avoid competition. In the US, the market supposedly dominates
but is often undermined (DiTomaso, 2013). In pre-reform China, state planning
supposedly dominated the job search process, but the role of state planning was
challenged by the influence of guanxi (Bian & Ang, 1997; Walder, 1986). In reform-
era China, emerging markets supposedly rationalize job markets to get rid of
guanxt influence (Guthrie, 1998), but they never really did so (Bian, In Press; Yang,
2002). Thus, in reality, the job search processes in both the US and China take
place within hybrid systems that are shaped by the contours of social inequality,
and thus in both countries, social connections are growing in importance in the
job search process and seemingly play a far more prominent role than is often
acknowledged.

In both countries, the use of social connections involves drawing on the good will
and sense of obligation of those like oneself who are positioned to help, not so much
because of natural sentiment, as it is because of the structure of unequal social
relationships in which some have greater access to social resources than others (Lin,
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1999b). The segregation of race and ethnic groups in the US reinforces the ingroup
solidarity that contributes to whites primarily helping other whites in the job search
process (Alexander et al., 2014; DiTomaso, 2013; Massey, 2007; Royster, 2003;
Smith, 2002) and to nonwhites to helping members of their own groups as well.
Whites, however, have structural advantages that make their help more efficacious
than is the case for nonwhites. In China, there are privileges for urban workers over
those consigned to rural areas (Liang, Appleton, & Song, 2016), professional and
managerial workers have regained privileges compared to manual workers (Walder,
Luo, & Wang, 2013), and those connected to the party retain special privileges
compared to those who are not party members (Bian & Logan, 1996).

The exchange of favors among members of dominant groups contributes to their
stronger position within the system of stratification in each country, and it enables
in both the specific instances of quid pro quo and the more generalized instances
of community-regarding favors to reproduce inequality over time. While there are
contingencies that may affect how much influence social connections have for any
given position, such as the tightness or looseness of the labor market, asymmetry
in information and authority, the skill requirements of the job, and the extent to
which there are laws or regulations that constrain the choices of those who do the
hiring, it seems that many if not most jobs, in both China and the US are overlaid
with the influences of social connections. While the institutionalization and the
everyday practices of social systems shape how people in a given society search for
jobs and gain access to them, we find that people use social connections when they
are available to them and when they can find ways to gain an inside edge to gain
access to scarce social resources.

Social Ties in the US and China: Social Capital and Guanxi

Our first research question, therefore, is how can we understand the similar
functioning of labor markets in the US and China, given such differences between
the two countries? To answer this question, we need to review how social ties work
in both the US and China, and then how labor markets work in both countries.
It is noteworthy that in both the US and China, there is an ambivalent attitude
toward the use of social ties to gain advantages in the labor market, because in
both countries, there is, at some level, a recognition that the use of personal ties to
avoid competition will affect inequality (Schmutte, 2016a). Yet in both the US and
China, job seekers are regularly given advice to use networks whenever they can.
On the one hand, the use of network ties is considered an important pathway to
achieving success, and thus, understanding how to develop such ties and how to
use them are considered skills to be developed (Baker, 1994, 2000). On the other
hand, there is a sense in which the use of social ties to gain advantages that are not
available to others is considered to be unfair or perhaps even illicit (Boisot & Child,
1996; Chen & Chen, 2008; Elliott, 1999; Ibarra, 1995; Royster, 2003; Schneider
et al., 1997; Seidel, Polzer, & Stewart, 2000).
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In the US context, drawing from the work of Bourdieu (1986), the research on
social connections or ties uses the metaphor of ‘social capital’; (Adler & Kwon,
2002; Burt, 1997; Lin, 1999b, 2001b; Portes, 1998; Putnam, 2000). In China,
the term guanx: describes the close social relationships that guide the exchange of
favors (Bian, 1994; Bian, In Press; Chen, Chen, & Huang, 2013; Guthrie, 1998;
Tsui & Farh, 1997; Yang, 2002). Bourdieu (1986: 248) defines social capital as:
‘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 or recognition’. Social connections or social networks are assumed
to involve exchanges that are valuable for each member of the network (Cook
et al.,, 1983; DiTomaso, 2013; Mizruchi & Stearns, 2002; Uzzi, 1999). Such
exchanges, however, differ in terms of when and how benefits are received and
from whom.

Putnam (2000) differentiates between specific reciprocity in which there is a quid
pro quo and an explicit expectation of receiving a favor from the person to
whom one was given and generalized reciprocity which exists within a community
without an expectation of a defined exchange. In generalized reciprocity, goodwill
exists among members of the community, who then do things that are of value
for the community as a whole, on the expectation that it will strengthen the
social group and benefit all group members mutually. Coleman (1988) argues
that this sort of generalized reciprocity or generalized social capital improves the
quality of life within a community or group. For example, according to Coleman
(1988) the exchange of social capital can make it possible to trust others in the
community to follow collective norms, can create a safe environment for children
and community members to interact freely with each other, and can induce an
expectation that members of the community will look out for each other. Indeed,
Burt and Burzynska (2017) argue that the association between trust and closed
social networks characteristic of generalized reciprocity is one of two key findings
within the literature on social capital. In contrast, specific reciprocity occurs in
an exchange of favors in which there is a quid pro quo expectation, although in
both the US and China, such exchanges can be overlaid with sentiment and a
sense of moral obligation that removes the exchange from a purely instrumental
connection (Lo & Otis, 2003). Generalized social capital is exchanged for the good
of the community; specific social capital is exchanged for the good of the parties
involved. But even within specific social capital, there can be third party ties that
facilitate the relationship and the exchange, and the favors that are exchanged need
not be material and need not be simultaneous in time.

Social, cultural, and financial capital in the US exists within the context of social
relationships that are both generalized and specific and seem to be based more
often on weak ties than on strong ties (Granovetter, 1973; Lin, 1982) compared
to those in China (Bian, 1997). Such relationships, though, have boundaries that
define who is in the group and who is out. The exchange of social resources among
members of a group requires trust, among other things, because the exchanges
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are made with the expectation that they will improve or strengthen the group
or that benefits will be forthcoming from group members at some future point.
The social resources that are exchanged, therefore, are valuable but limited, in the
sense that they would become less valuable if they were offered too widely or too
often. Further, because receiving social resources in the present carries with it the
obligation to provide social resources at some point in the future, one has to be
willing to incur future social obligations in the process of gaining access to social
resources from others that may be needed in the present.

In neither the US nor China is there a strict accounting of the value of the
exchange. This is the case in the US, where social ties are more informal and
implicit (Arrow, 1998), as well as in China’s guanx: culture, where there is more
of a sense of explicit obligation (Fei, 1992 [1949]; Hwang, 1987). US social ties
are certainly based on family and neighborhood connections, but they also may
work through acquaintances, work colleagues, school friendships, or even casual
connections that seem to take on significance because of a feeling of similarity or
identity. Even so, an important boundary in understanding how social networks
work in the US is that network ties exist within a system of economic inequality
expressed among other ways in extreme residential segregation, which determines
where people go to school, where they worship, where they form friendships, and
often where they work (Logan & Molotch, 1987; Massey & Denton, 1993). Such
residential segregation is based especially on racial and ethnic divisions that are
pervasive and strong in the US. The use of social ties in the labor market in the US,
therefore, reinforces and perpetuates racial inequality (DiTomaso, 2013; Schmutte,
2016a).

Within China, guanxi relationships are more specific than general in Putnam’s
definition (2000) in that they are based on the accumulation of obligations within
interpersonal relationships, often based on kin or kin-like connections (Bian, 1994;
Bian, In Press; Bian & Ang, 1997; Chang, 2011; Guthrie, 1998; Lin & Bian, 1991;
Lin, 2001a; Lo & Otis, 2003). Using a definition by Jacobs (1979), Tsui and Farh
(1997) define guanx: as ‘the existence of direct particularistic ties between two or
more individuals’. Bian (1994: 974) argues that the interpersonal relationships of
guanxt can have three meanings: (a) a potential relationship between people who
share a status group, (b) a direct connection between people who share mutual
obligations, and (c) a reference to people with whom one has a strong connection.
In explaining the nature of the relationship and its importance in Chinese culture,
Bian (2006: 312) uses the following definition: ‘. . . guanx: (or kuan-his) refers to
a dyadic, particular and sentimental tie that has potential of facilitating favour
exchanges between the parties connected by the tie’.

Traditional guanxi relationships in China were hierarchical, based on the
Confucian role relationships of emperor-subject, father-son, husband-wife, elder-
younger brothers, and friend-friend (Chen et al., 2013; Tsu1 & Farh, 1997: 60).
Such relationships were intimate, long-term, characterized by trust, and thus,
constituted strong ties, in Granovetter’s terminology (1973, 1993). As China has
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been changing toward a more hybrid society that mixes both state and non-
state sectors with an emergent market economy, guanxi relationships have been
changing as well, but they still retain the hierarchical, personal, and long-term
character that is overlaid with a sense of moral obligation between those in the
relationship (Lo & Otis, 2003). Guanxi relationships define the interdependence and
mutual obligations among the Chinese, which are thought to hold together Chinese
society (Fe1, 1992 [1949]; Hwang, 1987; King, 1985; Liang, 1986 [1949]; Walder,
1986; Yang, 1994, 2002). In a much stronger sense than in the US context, in
China guanx: relationships create moral obligations, not just cultural expectations.
Although guanxi relationships are mostly based on family and kin relationships,
friendships can also generate guanx: relationships, but when they develop, they are
thought of as pseudo-familial and expected to be long term (Lin, 2001a; Lo & Otis,
2003). Indeed, Burt and Opper (2017) find that while family ties are frequently
present in entrepreneurial foundings that they do not form a majority of key ties,
and that those entrepreneurs who draw from broader networks of close ties are
more successful over the long run.

In both the US and China, such exchanges of favor are particularistic. That
is, in both places they are intended to circumvent competition for jobs and other
social resources in order to benefit those who have access to decision makers and
thereby gain special privileges as a result. Although both types of relationships
are particularistic, the connections are closer within China and more variable in
the US (Son & Lin, 2012). Relationships in the US have boundaries that cover a
broader range of connections from which an individual might draw benefits than is
the case in China. In the US social relationships are also less clear in terms of when
and under what circumstances favors will be offered or collected (DiTomaso, 2013),
whereas in China guanx: relationships have more clearly understood expectations
of favor exchange.

In both the US and China, there has been growing research interest in how
social connections affect life outcomes (Bian, 1997; Bian & Huang, 2015; Blau,
Ruan, & Ardelt, 1991; Burt, 2000; Castilla, 2005; Chen & Chen, 2004; Chen
et al., 2013; Elliott, 1999; Fernandez, Castilla, & Moore, 2000; Lin, 2001a; Luo,
Huang, & Wang, 2012; McGuire, 2000; Q1, 2013; Royster, 2003; Seidel, Polzer, &
Stewart, 2000; Smith-Lovin & McPherson, 1993; Tsui & Farh, 1997; Waldinger,
1997). In general, the research has found that networks improve outcomes in terms
of access to resources for some more than others. There is unequal access to the
most beneficial networks in both countries, that is, to those with access to valuable
social resources and to those who can be effective in providing access to jobs
that are protected from competition. In both the US and China access to social
relationships have been an important mechanism for finding jobs or progressing in
them, despite political systems in each country that in different ways supposedly
limit the influence of such connections.

In some characterizations of social capital use in the US, there is a presumption
that the primary benefit of social ties is access to information from broader social
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networks than one might have available otherwise (Burt, 1992; Granovetter, 1973).
But access to social capital clearly provides more than information (Lin, 1982; Lin,
1999b), and information itself is not a neutral good. Its value depends on whether
it is available to everyone or only to those who have an inside edge. In addition,
social capital ties in the US involve the use of influence, where someone can be
selected out of a group because an important social tie vouched for the individual.
Social capital exchange in the US also involves direct opportunity, where someone
with a job or hiring authority can actually offer a job (Coverdill, 1998). In China,
despite the growing market-based sector, there is perhaps less leeway for social ties
to actually offer positions (Hanser, 2002; Huang, 2008), but both information and
influence are frequently exchanged in China. Research on the Chinese job market
has found that one can use social ties to influence decision-makers in the state
sector who are responsible for allocating jobs or promotions as well as in the non-
state sector where decisions may be made by entrepreneurs or their designated
managers (Bian & Huang, 2015; Burt & Opper, 2017; Tian & Lin, 2016; Zhao,
2013).

In summary, we argue in answer to our first question about how it is possible
that in such different cultural and political systems social ties can have a strong
influence on who gets jobs, that in both the US and China, social ties are used
to avoid competition and to gain an inside edge from decision makers. Although
the role of the market differs in the two countries, competition for access to jobs is
high in both countries. The US has a well-established capitalist, market economy,
while China continues to have a large state sector, albeit with an emerging market
of entrepreneurial ventures, but in both countries, social influences affect who gets
which jobs. In the US, the use of social capital has been brought to bear to avoid
market competition and to circumvent anti-discrimination laws that are supposed
to put everyone on an equal footing in the job search process. In China, the use of
guanxt has been increasing as a way to gain access to job assignments or promotions,
as a transition is underway that is contributing to the emergence of a market-based
sector. That is, these social processes affect labor market outcomes for job seekers
as the market in the US is circumvented by decision makers, whereas in China,
these social processes affect labor market outcomes for job seckers as China moves
toward more market influences in the job search process.

The Structure of Labor Markets in the US and China

This overview leads us to our second question: What are the mechanisms or
processes by which people find jobs in the US and China, and how are people
able to access these mechanisms or processes in the context of constraining
social structures and legal environments? In the US, although there is widespread
recognition of the importance of networking and getting to know people who
might be helpful in one’s career (Baker, 1994, 2000; Bayer, Ross, & Topa, 2008;
Hellerstein, McInerney, & Neumark, 2011; Schmutte, 2016b), there is still an
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assumption that the job market largely functions in terms of competition among
individuals who are evaluated based on their individual merit (Mincer, 1974). Most
research on the job market focuses on the ‘market’ aspects of the job search,
underlining the assumption that there is competition for jobs and that those chosen
for most jobs are selected on the basis, for example, of education and experience
(Mincer, 1974). Such research has often been guided by analyses of what is called
human capital, or the investments that people make in themselves to improve
their skills and abilities (Becker, 1964; Ben-Porath, 1967; Mincer, 1997). With
the assumption that job market outcomes reflect inputs in the investments in
education and experience, a great deal of the research on labor market inequality
within the US context has been on determining the differences in the education
and experience of various categorical groups (e.g., women and racial minorities),
whether the education and experience that they have pays off in the same way or to
the same extent, and whether the access to and quality of education and experience
are equally available to different social groups (Aigner & Cain, 1977; Becker, 1985;
Bendrick et al., 1991; Bielby & Baron, 1986; Bridges & Nelson, 1989; Browne &
Misra, 2003; Campbell, 1988; Castilla, 2008; Cotton, 1988; Darity & Nembhard,
2000; Fairlie & Kletzer, 1998; Holzer, 1994; Massey, 2007; Reskin, 2000). Although
this research often highlights the importance of information available through
social connections and the relative importance of formal versus informal job search
channels, the role of social networks in the job search process has been thought
more as a side issue than as the foundation of job market processes within the US.
In other words, social connections are evaluated in terms of whether they make
the labor market more efficient or whether they facilitate better matches between
employees and jobs, but social connections are not seen as determinative as much
as supplementary (Burks et al., 2015; Galenianos, 2014).

That is, the role of social ties in the job search process in the US is acknowledged
within labor market research, but such ties are often characterized as a supplement
to education and experience and primarily as a means for obtaining information
about jobs. The labor market disadvantages experienced by women and nonwhites
are often attributed to their lack of social ties or to their need for ‘mentors’ who can
give them advice about the job market (de Janasz et al., 2003; Fagenson, 1989;
Falcon & Melendez, 2001; Ibarra, 1992, 1995; Lunding, Clements, & Perkins,
1979; McGuire, 2000; Thomas, 2001). In this research, there has also been an
assumption that opportunities are most likely to emerge for those who can tap
into weak ties, i.e., relationships that link to people who have non-redundant
information not available in one’s local environment (Burt, 2000, 1997, 2001;
Granovetter, 1973). Because women and nonwhites are thought not to be able
to gain broader access to labor market information, some have argued that women
and nonwhites, for example, need to ‘borrow’ social capital from white men (Burt,
1998). McDonald et al. (2009), though, find that women and blacks (but not
Hispanics) have as much social capital ties as do white men, but that the social
capital white men have pays off in more job leads than it does for women or blacks.
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Despite the continued focus in labor market research on education and
experience, in recent analyses, some have argued that the use of referrals or
networks in job search has been increasing in the US and that the use of referrals
improves the match between people and jobs (Bayer, Ross, & Topa, 2008; Brown,
Setren, & Topa, 2016; Hellerstein, Mclnerney, & Neumark, 2011; Schmutte,
2016a, 2016b). At the same time, such analyses have shown that the extensive use
of referrals in the job search process also increases inequality, especially by race and
ethnicity (Darity, Dietrich, & Guilkey, 2001; Schmutte, 2016a). In contrast to what
appears to be happening in practice, the notion of a labor market in which people
compete for jobs based on merit is embedded in US laws against discrimination
at both the federal and state levels, and such laws are intended to preclude
discrimination based on race, color, religion, sex, and national origin. Typical
analyses of discrimination in the labor market use multiple regression analyses to
predict earnings from education, experience, and effort measures such as hours or
weeks worked. The unexplained variance in such models is often interpreted as
an indicator of discrimination, thus, suggesting that anything not based on merit —
defined in these models as education, experience, and effort — is prohibited by law.
Although there are sometimes discussions about the quality of education as an
omission from the models that might reduce the amount of unexplained variance,
there has been only recently fuller consideration of networks as a similarly omitted
and consequential factor (Bayer et al., 2008; Cingano & Rosolia, 2012; Hellerstein
et al., 2011; Schmutte, 2016b). Not giving greater attention to the role of networks
or social capital in labor market analyses perhaps reflects that such connections are
considered illegitimate, despite the growing literature with advice on how to search
out and extend social networks (Baker, 2000; Granovetter, 1995; Lin, 1999b).

Because of the Confucian influence on Chinese culture, in pre-revolutionary
China, the use of social connections in the form of guanx: was taken for granted
as the primary means by which people got jobs. It was a system that was well
understood by the population, despite the contribution to substantial inequality
(Fried, 1953). The revolutionary goals introduced by the Communist revolution
in 1949 sought to limit or end the influence of social ties in the distribution of
opportunities and benefits and to invest state-owned agencies and their leaders
(called cadres) with the decision-making authority to place people within work units
and jobs (Vogel, 1965). Because the revolution also created state-owned enterprises
and created collective farms, the control of cadres over labor force assignments
was substantial (Whyte & Parish, 1984). Associated with the control of the Party
cadre members over the labor force was the long-standing system of household
registration in China, called the hAukou system, which restricted most people to
the locations where they were born (Wu & Treiman, 2004). Although the use of
guanxt for exchanging favors prevailed in China after the 1949 revolution (Gold,
1985; Walder, 1986), the overwhelming majority of jobs were state-assigned by the
late-1970s (Bian, 1994). Following Mao’s death and in the wake of globalization
pressures, however, reforms were introduced in 1978 which contributed to greater
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opportunity for the emergence of a market economy, including a private sector
labor market. With the growing proportion of jobs in the private rather than state
sector enterprises, there has been an erosion to some extent of the control of cadres
over labor force assignments, which has allowed much greater movement from
rural areas to the cities, as well as for a greater role again for the use of guanx: ties
in the effort to obtain favorable placements or access to better jobs (Bian & Huang,
2015; Bian, Huang, & Zhang, 2015; Chen & Volker, 2016; Tian & Lin, 2016).
The growth in the use of guanx: ties in the job search process affects both the state
and the non-state sectors. Guanxi ties have also played a role in the development of
entrepreneurial ventures, especially in the early days (Burt & Opper, 2017).

One of the key academic questions with regard to China that has arisen since
the 1978 reforms has been the extent to which cadre members still maintain their
advantages in the economy because of their responsibility to assign people to work
units and jobs or whether the growth of market forces, including a newly developed
private sector labor market, has contributed to a new basis for stratification in
post-revolutionary China (Bian, 1997, 2002; Bian & Huang, 2015; Nee, 1989,
1991, 1996; Nee & Matthews, 1996; Walder, 1996, 2003; Zhou et al., 2003). Nee
(1989, 1991, 1996) introduced what he called the market transition theory to argue
that the role of cadres in determining access to jobs weakened after the 1978
reforms, leading to more market influences on labor market dynamics. Market
transition theory has been contrasted with what has otherwise been called state
redistribution theory to explain the transition from communism or socialism to
more market-oriented societies not only in the labor market, but also in terms of
the emergence of entrepreneurs, the role of firms, and the relationships between
both workers and firms with the state in post-socialist contexts (Bian & Huang,
2015; Bian & Logan, 1996; Bian, Shu, & Logan, 2001; Burt & Burzynska, 2017;
Lin, 1995, 2011; Nee & Cao, 1999; Nee & Opper, 2010; Parish & Michelson,
1996). In contrast to market transition theory, other scholars, however, have argued
for a theory of power persistence (Bian & Logan, 1996) and a theory of co-
evolution (Zhou, 2000), suggesting that despite the encouragement of markets that
political cadres managed to retain their role in the allocation of resources. Further,
Rona-Tas (1994), in an analysis of the transitions taking place in Eastern Europe,
argued for a power conversion thesis that suggested that political cadres are able to
retain their access to political power because of their ability in the context of market
transitions to use their positions to gain control of state resources. His analysis has
been picked up and applied to the Chinese context as well (Bian et al., 2015; Nee
& Opper, 2010; Walder, 2003; Zhou, 2000).

In market transition theory, researchers have argued that there has been a
gradual transition toward the emergence of markets, including within the job
search process. In this argument, the growth of entrepreneurial firms and the
introduction of foreign capital into the country have both contributed to a
loosening of state control over labor market decisions. In contrast, those analyses
that have concluded that there has been a persistence of the role of the state in
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redistribution, including in the job search process, have concentrated on the extent
to which cadres are still central to job assignments and still control the ability
to change or improve jobs for job seekers. In such analyses of the Chinese labor
market, attention has been given to whether education or social ties are more
important, as well as to what the mechanisms might be that link education and
social ties to labor market outcomes (Bian & Huang, 2015; Bian et al., 2015).
Those who have argued that education has become a more important explanatory
variable in both job attainment and earnings than it had been in the prior period
believe that these findings support market transition theory, whereas those who
have found that social ties still play a large role in how people get jobs, including
ties to state cadres, argue that there has been a persistence of the power dynamics
within the state sector, despite the emergence of market reforms. A recent analysis
by Bian and Huang (2015) found that private employers were as relationally
embedded and constrained to provide jobs as favors to close others as were state
cadres, although rules regarding merit screening were more prevalent in larger
firms.

Bian and Huang (2015) also found that guanx: connections were less likely to
channel jobs to workplaces with more merit screening, and yet, the use of guanx:
in the job search process has been increasing overall in China. In an analysis of a
series of surveys that span from 1978 to 2009, Bian (In Press) found that the use
of guanxi in job searches increased from 46% in 1978 to 80% in 2009, suggesting
a dramatic increase in the use of guanxi in China, as the economy has transitioned
from a command to a hybrid economy with a growing market-based sector. Even
in a study of eight major urban areas, where it has been acknowledged that market
processes are more advanced, 61% of over 5000 respondents in the state, non-state,
and hybrid sectors were found to have used guanx: to find jobs (Bian & Huang, 2015:
972). Further, even in the state sector, where cadres are supposed to have more
influence to overcome class or status effects, guanx: has been found to be the means
of contact, either directly or indirectly with state cadres (Bian & Huang, 2015).
That is, when state cadres have continued to have decision-making authority in the
job market, there is evidence that their decisions are influenced by the social ties of
job seekers.

Since the role of guanx: has risen with the emergence of a private sector labor
market, it is clear that guanxi has influence on access to private sector jobs as
well as to those in the state sector. In other words, as the emergence of private
sector markets have opened up new opportunities for Chinese job seekers and
for entrepreneurs, the use of guanxi in job seeking dynamics have reinforced the
tendencies toward inequality that were the targets of the revolution itself. As more
empirical work has accumulated, it seems clear that not only has guanxi continued
to influence job secking in China since the economic transformation, but that its
use has increased substantially.

Thus, empirical work is beginning to provide more evidence about the continued
use of guanxi in the job search process in China (Bian et al., 2015; Obukhova,
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2012; Son & Lin, 2012; Tian & Lin, 2016; Zhao, 2013), contributing to
growing agreement on some aspects of the empirical findings, even if not on the
interpretations. Most current research argues that China has become a hybrid
system that mixes state-controlled enterprises with a large private sector that is
more subject to market forces (Lin, 2011; Nee, 1992). While the research has
found that political leaders are not as relevant to job access in urban areas, there
1s agreement that they still play a large role in rural areas, especially in those areas
where there has been the growth of ‘local state corporatism’ in which local elites
control township or village industries (Lin, 1995; Oi1, 1999). In general, where
firms are more dependent on state clientelism, political cadres still maintain a
substantial influence on economic decisions. Further, even with the growth of
market forces, in countries like China, cadre members have been best positioned to
take advantage of the new market opportunities, both in entrepreneurship and in
becoming indispensable in making available key business resources, such as licenses
and the efficient processing of transactions (Bian, 2002; Nee & Opper, 2010;
Walder, 2003), thus enabling their continued influence on job market decisions
in both the state and non-state sectors. In a Chinese context, some have discussed
this as ‘generalized particularism’ (Lo & Otis, 2003; Qi, 2013), 1.e., the emergence
of close relationships of favor exchanges similar to the traditional meaning of guanx:
but ones that are not necessarily based on kinship.

In the US, research evidence suggests that instead of facing the competition of
the job market, those who can do so, rely on social contacts, i.e., on the information,
influence, or opportunities that are provided by friends and acquaintances,
sometimes as payback for favors and good deeds in generalized social relationships
In a given community or group and sometimes as the beneficiaries of a close social
network (Alexander et al., 2014; DiTomaso, 2013; Granovetter, 1995; Royster,
2003). Most of the time these efforts are informal and are not based on quid pro
quo. Instead, they are generalized exchanges, that is, favors exchanged within a
set of social relationships that are not specific to time or person, but instead, are
exchanged, in general, among people who feel a sense of identity or solidarity with
each other (Bourdieu, 1986; Coleman, 1988; Putnam, 2000). Such exchanges take
place because the people involved believe at some level that the community as a
whole will be better off if people help each other. Thus, in many cases, people get
help from those who are part of an extended network, but who are not necessarily
close family or friends.

In the US context, social groups can have multiple points of connection that
are nested in and through other groups and that can be arrayed in a dense or
loose configuration. The boundaries of such groups, as is characteristic of the more
individualist culture of the US, may be more or less permeable, and access to such
groups may be relatively easy or difficult to obtain (Iriandis, 1995). Further, most
individuals are members of many different groups, based on residence, school,
religion, work, ethnicity, race, national origin, hobbies, interests, life stage, and
many other such aspects of their lives. Toward any given group, however, an
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individual’s link may be tight or loose, or strong or weak as Granovetter defines
it (1973).

Generalized reciprocity or generalized social capital in the US and generalized
particularism in China are not the same thing as weak ties, because such
generalized social relationships are conceptualized as taking place within a
community, whereas weak ties are often thought of as bridging different
communities. In the US, such generalized relationships can be rather diffuse in
terms of how the social groups are defined within which there is a sense of personal
obligation to help, whereas in post-revolutionary China, generalized relationships
are still rather specific because they are kin-like even when not based on kin.

In a labor market context, the ties to social groups are useful to the extent that
they help protect individuals from competition in the job market and when they
can provide resources to help if the market shifts in a direction that adversely
affects people. Such advantages provided by social group memberships are called
‘social resources’ (Lin, 1982), and these may include access to resources that are
both material and nonmaterial or tangible and intangible (McPherson, Smith-
Lovin, & Cook, 2001; Smith, Smith-Lovin, & McPherson, 2014). Lin (1999a)
calls these distinctions instrumental and expressive outcomes. The material or
tangible resources are also called economic or ‘financial capital’, which includes
the money resources acquired by an individual or resources that are available
from social connections, for example, monetary gifts or inheritances, loans (with
interest often below the going market rate and sometimes with no interest), and
also favors that defer costs (such as being able to live at home for free or to
receive free babysitting). Nonmaterial or intangible social resources are also part
of ‘social or cultural capital’. Adler and Kwon (2002) define social capital in terms
of information, influence, and solidarity, but it seems clear that one of the key
resources available from social networks is the ability to actually offer a job or
to provide opportunities that concretely lead to specific benefits (Alexander et al.,
2014; DiTomaso, 2013; Hewlett, 2013; Royster, 2003).

The extent to which social connections or networks — or what Granovetter
calls ‘networks of social relationships’ (1995) — determine access to jobs has
been controversial within the US labor market literature, in part, because of the
assumptions that jobs are found within a market context in which most can freely
compete, even though some have greater preparation and skill development than
others. In a recent analysis of job histories of whites in three US states, however,
DiTomaso (2013) found that the majority of jobs (almost 70%) obtained over a
lifetime by the interviewees in her sample were found with the help of social capital,
including information not available to others, the use of influence from those who
could make a difference in terms of who gets hired, or by providing opportunity,
meaning offering a job (Adler & Kwon, 2002). DiTomaso collected data on all
jobs held by her interviewees from high school to the time of the interview and
asked about the circumstances under which each job was obtained. By probing
in those circumstances where specific social capital was not mentioned by the
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interviewees, she was able to expand the estimates about the prevalence of social
capital use in job search from previous analyses. Despite the additional probing in
face-to-face interviews, DiTomaso’s estimates are not so different from
Granovetter’s (1995), especially given the differences in methodology. Granovetter
(1995) found an average of 56 percent of his sample found jobs through personal
contacts, with the proportions rising with age, but his sample included only
professional, technical, and managerial employees, and only jobs that had been
sought in the previous five years before the study. Further, he excluded those cases
where there were multiple means used to find a job, whereas DiTomaso included
all those cases where personal contacts were mentioned. Granovetter (1993) also
interviewed only about a third of his interviewees, while obtaining information
from the rest through a survey, so he was not able to probe for connections to the
extent that DiTomaso had done. DiTomaso’s findings are reinforced by the study
of private sector employers by Stainback and Tomaskovic-Devey (2012) in which
they found that after a slight decline in the degree of job segregation in which white
men had been favored, that white men have actually maintained or increased their
access to the best jobs in the fifty years since the passage of the US Civil Rights Act.

In both the US and China, although merit is supposed to govern the access to
jobs and opportunities, social networks and social connections play a major role in
the outcomes of who gets what, especially with regard to jobs. Increasingly, research
has found similar effects of social networks on job search and outcomes across
countries, although the nature of social ties may differ along with how readily
they offer assistance (Cingano & Rosolia, 2012; DeGraaf & Flap, 1998; Gerber
& Mayorova, 2010; Huo, Huang, & Napier, 2002; Korpi, 2001; Ma, Huang, &
Shenkar, 2011; Obukhova, 2012; Sharone, 2014; Yakubovic, 2005). Thus, despite
institutional, normative, and sometimes legal prescriptions to ostensibly limit the
role of favoritism or advantage across countries, social ties in many contexts
provide some with greater opportunity than others, and hence, shape important
life outcomes to some degree. And, despite the wide differences in social systems
and culture, social ties affect access to jobs in the US even with laws against
discrimination and in China even though revolutionary principles were expected to
reduce class influences. As Blau et al. (1991: 1037) suggest, perhaps ‘particularism
governs personal relations regardless of cultural, political, or economic differences’.
In both the US and China, particularism influences outcomes with regard to
labor markets, including job assignments and promotions, income, and other non-
monetary rewards, as well as perquisites in the US or social services such as housing
in China.

In summary, in both countries there is widespread use of social networks by
job seekers as a means to gain access to valuable social resources that make a
difference in life outcomes for themselves and their families. While the structure
of labor markets in China and the US are very different and while both have
legal systems that are intended to limit the use of particularism in the job search
process, both have become, in actuality, hybrid systems, in which competition for
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jobs is overlaid with active use of social connections for job seekers to try to find an
inside edge to get good jobs. While the US has a fully developed market economy,
the extensive use of social connections by a majority of job seekers protect some
from market competition by providing them with information other people do not
have, the benefit of influence on which others cannot draw, and sometimes direct
opportunity for a job or a good job assignment that is not available to others.
Although China represents a mix of state and non-state sectors since the 1978
reforms and has been characterized as a hybrid system, there is evidence that guanx:
favors come into play in a substantial proportion of job searches across sectors.
There are differences in the way that these processes are experienced in the US
and China. The differences reflect the specifics of the social, political, economic,
and cultural systems within each country. Yet, in both the US and China, job
seekers endeavor to gain an edge in a competitive environment or to avoid having
to face competition altogether by drawing on friends, acquaintances, and others
with whom relationships are formed that are overlaid with a sense of mutual
obligations.

In the US social ties are more informal, sometimes even casual and invisible,
and there are many avenues through which to pursue connections that might be
valuable in a job search. In China, social ties are more visible and oftentimes
deliberate, are kin-based or kin-like, and there are many publicly recognized
activities expected that lead to social connections making a difference, even a final
difference in critical decisions. Social connections in the US may be close and
long-standing, through family and neighborhood connections, but they also may be
more distant and fleeting. In China the exchange of favors in a guanxi relationship
takes place among those who have long-standing connections, overlaid with moral
obligations to help each other, and are either based on kin relationships, or are
fostered such that they are similar to kin relationships (Lo & Otis, 2003). In the US,
there are major boundaries around who will help whom that are often defined by
race and ethnic relations and sometimes gender, while in China there are major
boundaries around party membership and political affiliations, the urban-rural
divide, and state versus non-state sectors. Relationships in the US are broad and
cross many boundaries, but tend to be racially segregated. In China, relationships
are close-knit and family- or community-based, and when relationships develop
outside of these boundaries, there is an effort to recreate a sense of moral obligation
that are like traditional guanx: relationships.

Despite laws in the US that are supposed to guide competition in labor market
relations and despite the influence of state cadres still evident in the hybrid Chinese
system, in both countries, there is extensive evidence that social connections in the
job market affect the practices that actually take place. In the US, social capital is
more generalized in that social identity defines a sense of obligation among people
who think of themselves as similar to each other. In China, guanxi increasingly is
taking the form of generalized particularism that is nonetheless more specific than
is the case in the US in that favors are exchanged among specific individuals who
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have built up a relationship that is kin-like among parties who understand the need
to exchange favors within that relationship.

Bian (2002) argues that social connections in China are more likely to be based
on strong ties than might be the case in the US. In this regard, he notes (Bian,
2002: 108):

All of these studies show that guanxi contacts are predominantly relatives and
friends of high intimacy to guanxi users, but when they are acquaintances or
distant friends, connections are made through intermediaries to whom both
guanxt users and contacts are strongly tied. . . . Weak ties in western countries
are used to learn information about job openings, whereas strong ties in China
are meant to secure influence from authorities that was more difficult to obtain.

As we have already noted, however, in the US, social connections provide access
not only to information, but also to the use of influence, and directly to opportunity,
whether the ties are weak or strong. On average in the US, ties are probably weaker,
but where available and relevant, US job seckers use strong ties as well.

While the US and China represent distinct political and cultural systems, in both
cases, particularism seems to dominate in the job search process, even when law
and culture have attempted to enforce universalism. The US and China represent
hybrid systems that are emerging from opposite directions: In China, the political
revolution attempted to reduce the influence of guanxi in the allocation of jobs
and other social resources, but in the movement toward a market-based system,
guanxi has re-emerged and has been increasing in prevalence. In the US the use
of social capital connections has been focused on avoiding market competition.
Thus, social connections have emerged as China has progressed toward a market
economy, while they have emerged in the US, in ways that undermine the influence
of markets in the job search process. In both cases, these countries have arrived at
hybrid systems (in China toward markets and in the US away from markets) in
which social connections play a major role in how people get jobs.

Theoretical Implications

As our overview has shown, despite distinct political, social, economic, and cultural
systems, in both the US and China, job seekers extensively use social connections
in the job search process and do so through similar mechanisms. That a majority
of people seeking jobs in both countries appear to obtain them over their lifetimes
with the help of social connections that protect them from competition raises a
number of theoretical questions. How can we better understand the ways that
‘generalized particularism’ seems to shape the labor markets in the US and China?
We endeavor in this section to suggest some principles that seem to guide the
structure of labor markets in both countries. Both in a capitalist country with a
well-developed job market and in a communist country like China, where the job
market is still emergent and political elites continue to have an outsized role in
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determining the allocation of social resources, social connections play a prominent
role in the job search process. Despite the iconic differences between the US
and China, in values, cognition, self-construal, communication patterns, religion,
and politics, the influence of social networks in the allocation of valuable social
resources can dominate the access to jobs, as well as to promotions, social benefits,
income, and other positive life outcomes. In both the US and China, most people
from dominant groups find most of their jobs with the help of social connections
over their lifetimes, including jobs in the public sector, the private sector, or the
hybrid sector.

In this sense, the talk about labor ‘markets’ seems to be a misnomer. What we
call ‘markets’ seems to be less open than is often believed, and there appear to be
many avenues for gaining unearned access to avoid market competition by using
social connections. Importantly, the insiders and outsiders in this dynamic are not
random, but rather are as Bourdieu (1986: 248) defines it, based on ‘a durable
network of more or less institutionalized relationships of mutual acquaintance or
recognition’. In the US, the institutional bases for social inequality are determined
by categorical differences such as race/ethnicity, class, religion, gender, and other
markers of ‘differences that make a difference’ (DiTomaso, Post, & Parks-Yancy,
2007). In China social divisions, such as whether one lives in an urban or rural
region, works for a state or non-state sector, for a large or a small firm, or for a
domestic or foreign-owned firm, also define life chances. In systems of inequality,
especially where jobs play such an important role in terms of life outcomes, access
to good jobs are characterized by a process of opportunity hoarding, that is,
reserving job opportunities for family and friends or acquaintances (Tilly, 1998),
that benefits those who are mutually recognized (Bourdieu, 1986). In a long term
system of inequality, social distinctions and the exchange of favors lead to outcomes
that are often legitimized as the product of merit (Jackman, 1994; Mills, 1997;
Sidanius & Pratto, 1999). It is hard to think of the use of networks or social
connections as exceptions to the rule, though, when the majority of jobs are found
by using such connections. Instead, it suggests that the use of social connections is
not the exception, but rather is the rule of how jobs are found. In the individualist
culture of the US, job seekers often believe that they determine their own fate, and
indeed, DiTomaso (2013) found that her US respondents believed that their life
outcomes were the result of their own hard work and motivation. They disavowed
that anyone had helped them in their lives, despite the fact that the majority
revealed in their interviews that most of their jobs were obtained with the help
of others in their social networks. In the collectivist culture of China, where long-
term, family-like relationships are overlaid with mutual and moral obligations to
exchange favors, it is likely that job seekers may think that their use of social
connections fulfills a moral purpose, rather than seeing their use as a form of
particularism.

In both the US and China, the use of social connections to obtain valued social
resources 18 dominant in the systems of stratification, and yet in both countries,
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there is an ideology of merit about who succeeds. Social connections are treated
in both theory and practice as an add on to capability and preparation, even
when it is clear that developing capability and preparing oneself require access
to social resources, to the help of family and friends, and to the opportunity to
gain favor that is not available to others. In the US, those with class and racial
advantages are more likely to live in resource rich social environments, to have the
resources to invest in their human capital, and to get many chances to achieve
and excel, despite any gaps in motivation or talent. In China, political cadres
have both greater access to education and greater opportunity to expropriate
state resources for entrepreneurial ventures for themselves or for close social
connections, and those in non-state sectors or in hybrid sectors are just as likely to
take advantage of the opportunities available primarily through social connections.
In both environments, access to advantages seems to be more consequential for life
outcomes than disadvantage (DiTomaso, 2015).

Despite what we have presented about the similarities in the labor market
processes in the US and China, we acknowledge, of course, that these processes
are embedded within very different cultural, political, social, legal, and economic
systems. Even with such iconic differences, the fact that in both countries
particularism plays a major role in the allocation of important social resources
raises questions that we have tried to address within this article. We have tried
to describe for both countries how such systems function and the mechanisms or
processes that enable people in each country to tap into generalized particularism
and to avoid the constraints of both social structure and the legal environments.
We want to go a step further, however, in outlining some suggestions about when
particularism is more likely in the job search process, not only in the US and China,
but more generally.

We suggest that particularism emerges and becomes prevalent, even in the
context of legal and cultural constraints that are intended to enforce universalism
(Bian, In Press), when uncertainty in the economic environment is great, when
competition for jobs is strong, and when the outcomes in terms of life chances
are especially consequential. In both the US and China, job seckers draw on
homophily, opportunity hoarding, and social closure through the use of networks
(Smith-Lovin & McPherson, 1993; Tilly, 1998; Weber, 1968), whether social capital
in the US or guanxi ties in China. But, in each country, these processes exist within
embedded laws, customs, and the structure of opportunity available at a given
time. Particularism works differently in the US and China, and its use depends
on the extent of access to those with resources and power. Further, the type of
processes that develop are shaped as well by the types of boundaries that are
being linked or bridged. In the US, race and ethnicity are especially important
boundaries. In China, boundaries between urban and rural dwellers, between
those in government positions versus those in market-based positions, those in large
firms and those in small, and those in Chinese companies versus those working in
foreign-owned firms all have an effect on the job search process.
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Thus, to understand how social connections affect the job search process, we
need to take into consideration not only the relationships among people, but also
the differences among firms and the competitive environments that they face.
Both the structures in place for firms to oversee the job search process and the
cultural influences that encourage or enable the use of social ties in decision-
making affect how prevalent social connections are in any given labor market.
These may differ across societies. The US and China are simply illustrative of
these processes, which otherwise seem to be much more general (Bayer, Ross,
& Topa, 2008; Cingano & Rosolia, 2012; Hellerstein, McInerney, & Neumark,
2011; Rona-Tas, 1994; Sharone, 2014). We argue that the extent to which social
connections matter for jobs in any given society depends on how the societal
system 1s constrained by both formal and informal institutionalizations. Formal
institutionalization refers to how strong and practically effective the laws, rules,
and regulations are in a given labor market. Especially important in this regard is
whether there are formal personnel systems that guide the review and selection of
candidates to hire. Also important is how much competition the firm faces in the
economy, 1.e., whether the firm’s survival depends on efficiency concerns. Informal
institutionalization refers to how cultural values, norms, and repertories effectively
orient the agents of a given labor market to behave within the constraints of formal
institutionalization. When the social relationships among groups within the society
exist within a context of inequality and competition for scarce resources, dominant
groups may be better able to access social connections and gain an edge in the
job market. We argue that formal institutionalization can be strong and practical
or weak and mmpractical, while informal institutionalization varies between the
cultural systems of generalized particularism and primordial particularism (Lo
& Otis, 2003). Generalized particularism is a system of social relationships that
function to reproduce existing inequality through the exchange of favors among
those in advantaged positions. Such exchanges strengthen community but only for
those who are members of the ingroup. While the relationships may be specific
or general, there is a sense of moral obligation to ingroup members, especially
among those with access to advantages. Primordial particularism is based more on
family and kin relationships that are likely to be more specific in terms of who has
obligations to whom. It also functions primarily through ingroup favoritism.

We outline our conceptualization of these relationships in Table 1 in a two
by two typology that represents four types of job sectors. In any given society,
we expect that most jobs could be assigned to one of the four sectors in the
typology. Given our analysis of the job search process in China and the US, we
can describe where various types of jobs in each country might be located within
each of these sectors. The same could be done with jobs in other countries as well,
depending on the formal and informal institutionalization within those countries.
Within our conceptualization of formal institutionalization, we differentiate larger
firms and jobs that require more education or skill with more developed personnel
systems from smaller firms, in more competitive environments, with lower skilled
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Table 1. A theoretical framework for how social connections matter for access to jobs

Formal
Institutionalization
(organizational
structure)

Informal Institutionalization (cultural relations)

Generalized Particularism

Primordial Particularism

Strong, largely
practical, with

Connections exercised within
formal systems of personnel

Connections exercised within
formal systems of personnel

dedicated ostensibly organized as ostensibly organized as
personnel merit-based selection merit-based, but engagement of
systems key decision-makers who can

Weak, largely

Large corporations

Professional & managerial jobs

Skilled labor markets

Hiring procedurally documented
but flexible

Aot for the US, but rising in
China

Connections exercised through

intervene on behalf of applicants
with relational ties

Large workplaces

Professional & managerial jobs

Skilled labor markets

Hiring strongly influenced by
Number 1 Man

A lot for China in both state and
non-state sectors, and somewhat
for the US

Connections exercised through

impractical, more informal processes in more informal processes in
with more which personal ties influence which ‘the boss’ is heavily
idiosyncratic decision-making but in a embedded in networks of social
personnel competitive environment with relations; social connections
systems productivity goals, leading to more important than merit in

selection of both competent and
marginally competent
candidates

Small workplaces

Short-lived entities

Unskilled labor markets

Owner-as-manager systems

Hiring powers with one or a small
number of active agents

Quite a bit for both the US and
China

hiring decisions

Small workplaces

Short-lived entities

Unskilled labor markets

Owner-as-manager systems

Hiring powers with ‘the boss’

A lot for China, somewhat for the
Us

workers and more idiosyncratic personnel systems. Within our conceptualization
of informal institutionalization, we differentiate intergroup relations in systems
of long-term inequality where social obligations are embedded in broader social
institutions from more interpersonal and familial relationships that exist within
broader social relationships, but which function in terms of systems of power and
status more locally.

These differences produce four sectors: (1) large firms, with high skilled jobs,
with dedicated personnel systems, that ostensibly use merit-based screening; (2)
large firms, with high skilled jobs, and dedicated personnel systems, but that are
more entrepreneurial, where the founders still have a lot of influence on who gets

© 2018 The International Association for Chinese Management Research

https://doi.org/10.1017/mor.2017.63 Published online by Cambridge University Press


https://doi.org/10.1017/mor.2017.63

The Structure of Labor Markets in the US and China 27

hired; (3) smaller firms in more competitive environments, with less skilled jobs,
where hiring managers need to be more concerned with competitive efficiency, but
where social connections come into play; and (4) smaller firms in more competitive
environments, with less skilled jobs, where the boss has a lot of influence in
providing favors to family and friends.

Even where personnel systems are well developed and there are procedures for
merit-based screening, social connections can still affect decisions about who gets
hired. Getting a job in such a firm can be helped by someone with information
about jobs being available passing along that information to family and friends
(including before formal announcements are made), by letters of recommendation
or putting in a good word with decision-makers who will then give more attention
to specific applicants, and by decision-makers who may favor candidates who are
connected to them or to people they know. These sorts of stories were familiar in
the interviews conducted by DiTomaso (2013), and they are quite likely part of the
process in the cities that were included in the study by Bian and Huang (2015), who
found that a majority of jobs in eight urban areas were found with the help of guanx:
connections. Formalization, thus, does not curtail the use of social connections, but
it channels it.

Although we do not have direct evidence, it is likely that when personnel systems
are more formal, that generalized particularism provides extra advantages to those
among qualified applicants, rather than overrides qualifications in making selection
choices. This is also likely to be the case, because jobs in larger firms with more
educated or skilled labor forces require some qualification to meet the requirements
of the jobs in such firms. There are more such jobs in advanced capitalist countries
like the US, but these types of jobs are growing in China as the market-based sector
expands. Further, foreign owned firms that are subsidiaries of large, multinational
corporations are likely to have formal personnel systems in place that provide a
framework for merit based hiring. This does not mean that merit is necessarily
the basis for hiring decisions, but only that it is a screen through which applicants
must go, and hence often the use of social connections must function within this
framework.

Even with formalized systems, however, when leaders are especially powerful,
they can have an outside influence on who is hired. Thus, social connections may
play a larger role in hiring close family and friends in entrepreneurial firms. In the
context of a system where the state controlled most hiring, market-based firms in
China are more likely to be young, with the entrepreneurs still actively engaged.
Further, the evidence has shown that social connections are still quite prevalent in
China in the state-controlled sector as well, where those in positions of decision-
making have fewer checks on their behavior and especially in areas of the country
where the bases for doing business depend on favors from state cadres. Large firms
with especially powerful leaders certainly exist within the US, but given the well-
established principles of personnel management, even new and entrepreneurial
firms in the US are likely to seek legitimacy by imitating the practices broadly
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used in the field. In both China and the US, thus, we anticipate that even in large
firms, especially those with powerful leaders, relational ties may influence who gets
hired and promoted. In both countries, social connections are especially likely to
be accessed in entreprenecurial firms where the founders are still closely involved.

In more competitive environments, the exchange of information about the
availability of jobs can be of special importance, because jobs may not be advertised
or posted broadly. But smaller firms may also need to be more attentive to
productivity concerns, and thus, while there may be a preference to hire family
members or friends, the firm managers are not likely to put the survivability of the
firm at risk by hiring people who are not capable of doing the job, perhaps with
some minimal training. In such situations, though, personal connections may play a
large role in hiring in both the US and China, even if decisions are made within the
constraints of the need for efficiency. For less skilled jobs, efficiency concerns may
not present strong barriers to employment because the workforce for unskilled jobs
requires less in terms of preparation. Training on the job is often sufficient in such
companies. Thus, in firms with a strong boss or leaders in highly competitive firms,
we would expect the exchange of favors may take precedence over decisions based
on merit. The use of connections in such firms is likely to be quite prevalent in
both the US and China. Within the emerging market economy in China, though,
we expect more firms where the ‘boss’ is still closely involved in hiring decisions,
which is likely to make social connections in the hiring process even more prevalent.
The same processes exist within the US for similar firms, but we expect somewhat
more constraints in the US even for small firms with unskilled workers because of
concerns with competitive pressures.

All of these processes may be strengthened when jobs are scarce and having a
good job makes the difference between living a decent life versus living in poverty.
When times are tough, personal connections take on a larger role, especially in
systems where there are fewer constraints to helping family and friends. When
times are flush and there are more jobs than people, personal connections may
be less important for getting a job, thus opening up the job market to those
in outgroups who otherwise might have been excluded. The existing system of
inequality that gives advantages to some groups over others creates a structure
to who 1s likely to get access to resources that are scarce and valuable, and places
constraints through the formalization of personnel systems and the competitiveness
of the environment. Under such circumstances, the consequential effects on life
chances for those who can draw on social connections come into play in terms of
the actual practices on the ground and in everyday life.

CONCLUSION

In both the US and China, jobs and social benefits are gained primarily through
the use of social ties from family, friends, and acquaintances, despite major
differences in culture, politics, and social stratification systems in the two countries.
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Although the majority of jobs are obtained with the help of social networks,
academic research still holds on to the concept of a job ‘market’;, with the
assumption that there is far more competition based on qualifications and merit
than appears to be the case in either country. Education and experience are often
posed as factors that demonstrate merit rather than particularism, even though
both are themselves the outcomes of access to social resources and to the ability to
gain entry level positions that enable skill development.

Whether in a capitalist country or a communist one, people try to ensure
outcomes that are favorable to themselves and to their families if they are able
to do so by drawing on social connections that will enable them to avoid direct
competition in job searches. Despite an ideology that life outcomes are the result
of merit, in both the US and China life outcomes are usually guaranteed by the
exchange of social favors for those who are well positioned to give and to receive.
Based on a review of research on social networks in the US and China, we found
that the use of social capital in the US is almost as pervasive as the use of guanx:
in China in the job search process. Within the context of systems of inequality,
especially under conditions of uncertainty and greater competition, people seek
unequal opportunity or advantage, even if they espouse equal opportunity as a fair
solution to existing inequality or claim to believe in merit. The biases that work to
the advantage of dominant groups, whether defined by region (such as urban versus
rural areas in China), class, race/ethnicity, religion, or gender function through
the exchange of social resources that serve to reproduce inequality over time. In
both the US and China, people generally know how things work, but those who
are tasked with studying and describing social processes often create more of an
ambiguous portrayal than the evidence seems to warrant.

NOTES

The authors are grateful to Management and Organization Review Editor-in-Chief Professor Arie Y.
Lewin, Senior Editor Professor Jia Lin Xie, and two anonymous reviewers for their helpful comments
on an earlier version of this paper.
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