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INTRODUCTION

Kyong-Dong Kim and Hyun-Chin Lim

East Asia is one of the most dynamic regions in the world. Japan is the
first non-Western country to have modernized; South Korea, Taiwan,
Singapore and Hong Kong comprise the Four Dragons of thriving
late development; Thailand, Malaysia, Indonesia, the Philippines and
Vietnam are the Five Tigers of newly industrializing economies; and
China and India have the potential to become world economic powers
with a continent-size market. Although some countries in the region
faced economic crisis in the 1990s, they have succeeded in recovering
from it.

Over the past few decades, East Asia has shown remarkable devel-
opmental dynamism, as compared to Latin America, Eastern Europe
and Africa. In fact, any region would be hard-pressed to match East
Asia in economic growth and structural change. East Asia has grown in
population, production and trade to become the world’s biggest regional
economy. It contains almost half of the world population and produces
well over half of the total manufactured goods in the world. Trade in
the Asia-Pacific surpasses that of the Atlantic region. When compared
to the European Union, North America, and MERCOSUR (Common
Market of the South), APEC (Asia-Pacific Economic Cooperation
forum) has the possibility of becoming the largest economic bloc.

East Asia stands at the cutting edge of the world. In the past, only
Western countries were “developed,” but since then East Asia has
industrialized and is rapidly moving toward an information-based,
knowledge-intensive economy. No doubt East Asia is what is called a
“high-growth system,” to quote Charmers Johnson. This noticeable
development has led some scholars to consider East Asia as entering
modernity, following the Western prototype (Berger, 1988; Tiryakian,
1990). There is even a “left-liberal consensus” on the success story of
East Asian development (Hart-Landsberg and Burkett, 1996). Voices can
be heard discussing “Asian Values,” “Neo-Asianism,” the “Asian View,”
and the “Pacific Way” as East Asia moves toward a united identity.

Yet it is important to point out that the experiences of East Asian
countries have been too different to categorize into a single model of
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development. East Asia is a compact region that nonetheless contains
considerable diversity. There are distinct religious traditions ranging
from Confucianism (China, Japan, South Korea, North Korea, Taiwan,
Singapore and Vietnam), Buddhism (Thailand), and Catholicism (the
Philippines) to Islam (Indonesia and Malaysia) and Hinduism (India)
The region includes contrasting economic traditions such as socialism
(China, North Korea and Vietnam) and capitalism (the rest of the
region). Within the capitalist model are at least three different systems:
government-interventionist economies (Japan, South Korea, Taiwan
and Malaysia), laissez-faire economies (Singapore and Hong Kong) and
mixed economies (Indonesia, Thailand and the Philippines). Historically
speaking, however, a significant cultural and institutional connection has
endured among the East Asian countries. If East Asia has any unify-
ing trait that sets it apart from the outside world, it is this cultural and
institutional interconnection that defines East Asia as a distinct region.
East Asia has demonstrated that its countries have followed one another
in a development trajectory in which the latecomers try to replicate the
success of the early developers.

How, then can we characterize the East Asian development experi-
ence? Do the commonalities outweigh the differences? In what ways
does the East Asian development experience diverge from the Western
development experience? What is the role of social science in dealing
with civilizational encounters? How can we learn from each other in
synthesizing Western and Eastern theories? These are some of the
major questions addressed in the present book.

This book has had a long gestation period. It is the culmination of
two studies: a research project initiated in 1999 and an international con-
ference held in 2002. Both were collaborative efforts among American,
Singaporean, Japanese, Polish and Korean scholars. The research
project, which was supported by the Korea Research Foundation, was
designed to examine the underlying nature of the capitalist spirit in East
Asia. The international conference, which was organized in honor of
Professor Kyong-Dong Kim, looked at the possibility of civilizational
convergence between the East and the West. The papers were origi-
nally published in academic journals, namely, Asian Perspective, Vol. 24,
No. 3 (2000) and Development and Society, Vol. 31, No. 2 (2002). Since
then, we have received many requests for the publication of a single
volume. The present book is our response.
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OLp DEBATES AND NEW ISSUES

More than a quarter-century ago, Norman Macrae (1975), who was
then the deputy editor of the Economist, talked about the coming
of the “Pacific Century.” According to Macrae, the world had gone
through the “British Century” (1775—1875), the “American Century”
(1875-1975), and now was entering the “Pacific Century” (1975-2075?).
East Asia was seen as a newly rising leader in the international political
and economic system. By all accounts East Asia has made exceptional
industrial progress in the world economy, despite the financial crisis it
suffered after decades of economic success.

It is worthwhile to start by placing the East Asian development experi-
ence into the broader context of development theories. Three lines of
analysis have been used to explain the dynamics and contradictions of
capitalist development in East Asia. (1) The market approach (World
Bank, 1993) emphasizes the rules of the game made by government.
Such institutional rules contribute to the enhancement of markets rather
than the rejection of markets. Government’s intervention is limited,
however, to sponsoring the manufacture of exportable goods. (2) The
state approach (Johnson, 1982; Amsden, 1989; Wade, 1990) focuses
on government’s careful development strategy, which is instrumental
to economic development. According to this perspective, government
designs industrial and financial policies in order to lead markets toward
the goal of effective capital accumulation. (3) The culture approach
(Morishima, 1981; Tu, 1984) stresses the role of traditional Confucian
ethics, which emphasize achievement, self-discipline, education, strong
family ties, loyalty to the organization, and communitarian values. These
Confucian principles act as institutionalized cultural arrangements for
economic development.

Each of these approaches has merits and demerits. While the market
approach gives priority to the increasing importance of the market
mechanism in the overall development process, it does not take into
account the government’s central role in the process of capital accumu-
lation. The state approach touches on the significance of discretionary
policies in promoting economic development, but fails to consider the
negative outcomes that can be produced by state intervention into eco-
nomic activities. By solely focusing on Confucian ethics as the functional
requisite of economic development, the culture approach leaves the
workings of institutions, such as the state or the market, unexplained
in the accumulation process.
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The Asian economic crisis in the late 1990s has given social science
scholarship a valuable opportunity to test the validity and reliability
of these three approaches. Some mistakes in East Asian development
are manifested by the Asian crisis: excessive government intervention,
the lack of a market mechanism, collusion between government and
business, a precarious financial system, moral hazards, pervasive cor-
ruption, and so on. These problems point to weaknesses inherent in
each approach. The market approach overlooks the foundation of the
financial system as a basis for corporate transparency, efficiency and
accountability. The state approach neglects the requirement of free
and competitive markets that prevent the rent-seeking behavior that
results from government-business collusion. The culture approach
does not take into account the importance of a development strategy
that provides industrial and financial policies geared towards spurring
economic growth.

Before the 1997 crisis, Krugman (1994) had already pointed out the
illusory nature of economic success in East Asia. According to him,
rapid economic growth in East Asia can be attributed mostly to high
rates of capital formation and labor mobilization in the accumula-
tion process. It is not high rates of technology innovation that led to
economic growth in the region. Japan is the only exception among
East Asian countries, where skill has multiplied the output produced
by capital and labor.

Krugman’s criticism of East Asian economic success 1s not entirely
appropriate. History has shown that every country experiencing eco-
nomic development has moved from extensive growth to intensive
growth in the process. For instance, not only Japan as an early developer
but Taiwan, South Korea, Singapore and Hong Kong as the latecomers
have undergone continuous economic growth by way of labor-intensive
industrialization followed by technology-intensive industrialization later.
Thailand, Malaysia, Indonesia, the Philippines and Vietnam as the
latest developers are also considered to be in transition from extensive
to intensive growth.

When it comes to the Asian crisis in 1997, two conflicting arguments
emerge regarding the main causes of economic meltdown. Krugman
(1998) blames internal weaknesses of East Asian development, whereas
Wade and Veneroso (1998) underscore the external threats faced by East
Asian countries. Crony capitalism is a good example of the internal
weaknesses favored by Krugman. Policy loans and “soft” credit are
moral hazards in financial and corporate sectors. Corruption is rampant
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in this government-business nexus. In contrast, explanations focusing on
external threats hold that speculative international investments brought
about the economic crisis. The opening of domestic capital markets to
foreign economies without adequate protective safeguards allowed risky
foreign investments to move about freely in East Asian countries.

While the old debates concern the factors responsible for successful
East Asian development, newer issues surround the vulnerabilities, such
as those that led to the economic crisis of the late 1990s. In fact, East
Asia is an ideal case for demonstrating the dynamics and contradic-
tions of capitalist development. Even though it has undergone rapid
industrialization and steady democratization, considerable ruptures and
tensions have hindered the development of these two ideals. In a sense,
East Asia’s economic development has taken place under the guidance
of authoritarian leadership and in the context of illiberal democracy.
The state has dominated civil society, and has also governed the market.
For these reasons the states in East Asia have been described as merely
“developmental” (see Evans, 1995). The developmental state usually
creates “growth coalitions” between the state and the capital, excluding
labor. East Asia now stands at the critical juncture in changing this pat-
tern and establishing a new partnership that incorporates state, capital,
and labor in order to survive in an era of globalization.

Viewed this way, it is evident that East Asia exhibits the possibilities
and limitations of capitalist development for other parts of the world.
At the threshold of the 21st century, the future of East Asia depends
on its ability to benefit from civilizational encounters between East
and West.

A C1vILIZATIONAL PERSPECTIVE

At the turn of the century and at the dawn of the new millennium,
the issue of civilizations has come to gain renewed attention. On the
surface, the tragic incidence of September 11, 2001, was the immediate
cause of warnings that the clash of civilizations might be imminent.
Beneath the surface, however, it was mainly due to the tremendous
pace and substance of change humanity has been exposed to in the
past generation or so. Such change has largely been due to the rapid
development and adoption of information-communication technologies
all around the world, and it is no longer possible for people to take
this change lightly, for their impact has been so enormous that it might
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now have to be looked upon as a matter of civilizational dimension.
The predominance of capitalist mode of production and accumulation
happens to be in the center stage of the global transformations.

Earlier in the past century, intellectuals of the Western world began to
raise the issue of civilization in a more light-hearted manner predicting
that the epicenter of possibly newly emerging civilization(s) may move
across the Pacific from North America to East Asia in the new century
or new millennium which was fast approaching. As a matter of fact, with
Japan leading the way, East Asia has demonstrated unusual dynamism
in the economic arena pleasantly surprising the world community of
observers, many of whom earlier used to hold a rather negative view of
the region in this respect due to its cultural tradition supposedly being
inimical to capitalist development. Now, the civilizational root of this
region, Confucian heritage, for instance, came to be hailed as the hero
of the drama. Toward the end of the last century, however, East Asia
has come to the world’s attention once again by their blunder in the
management of financial affairs in their road to capitalist development.
The chief villain this time was to be Confucian culture, again raising
the civilization debate.

Modern capitalism as aptly characterized by such greats as Max
Weber and the like was a uniquely cultural invention of the West in
its pursuit of modernization. In this sense, as Weber himself indicated,
the creation of modern capitalism must be viewed as a civilizational
phenomenon. After the global process of modernization has intro-
duced capitalism to the non-Western world equipped with different
civilizations, it has been viewed at most as an effort at emulation on
the part of receiving societies. Observing the ups and downs of adap-
tive change by a region like East Asia, and perhaps more interestingly
by the nations of the Eastern and Central Europe with their unique
historical context, the civilizational implications of East Asian capitalist
development seem to take on renewed significance. It was from such
a purview that we wanted to look into this matter seriously, bringing
together the apparently unique experience of capitalist development
in East Asia and the significance of the meeting of East and West on
the civilizational level.

Certainly, we are curious about the possible future trajectory of
capitalist development of East Asia and its plausible role in providing a
ground for the emergence of new civilizations in this new century and
new millennium. In this spirit, we invite colleagues from both West and
East to actively take part in the sincere and genuine dialogue among
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civilizations in the days to come. This could be a critical approach for
humanity to avoid the real threat of the clash of civilizations, which may
call forth the violent destruction of the tower of human civilizations.

Wwuat Tars Book Is ABour

This book brings together the thoughts of sociologists from the West
and the East. The question it addresses is of necessity comparative in
nature. The book consists of ten chapters in two parts. The selection
of chapters 1s designed to be provocative rather than comprehensive.

Part I discusses a collection of attempts to overcome the problem
of Eurocentrism and develop a more universal paradigm by utilizing
Eastern experiences. Social science originated in Western Europe and
North America and has so far served as a major paradigm for those in
East Asia to copy. Although many attempts have been made to overcome
“Orientalism” in teaching and research in the Asian social science com-
munity, few have been successful in developing unique concepts and
theories based on the Eastern experience. So we need more concrete
methodological strategies to cope with this dilemma.

Part II focuses on the specific characteristics of capitalist develop-
ment in East Asia in relation to its many cultures. East Asia’s capitalist
development can be viewed as the result of internal adaptive changes
in response to international acculturation. In this process of capitalist
development, Japan, China and Korea have created their own capi-
talist spirits. “Asian values,” despite the controversy surrounding the
concept, i1s a good manifestation of what East Asia as a whole has
achieved through the light of a cultural prism—specifically, late capi-
talist development. Japan is well known for establishing the “Japanese
style of management.” In China’s transition from planned economy to
market economy, “capitalism with Chinese characteristics” (see Chapter
9) has emerged. Since the economic crisis, Korea has moved somewhat
toward innovative management of entrepreneurs and increasing self-
consciousness by engineers.

In search of possible solutions for the clash of civilizations after 9/11,
Kim Kyong-Dong (Chapter 1), in “Reflections upon the Dilemmas of
Civilization: the Wisdom of Yin-Yang Dialectics,” attempts to exploit
the East Asian classical thoughts of Yin-lang. According to Kim, the
principles of change derived from Yin-Yang may be applied to the
typical dilemmas of human civilizations, such as those between man
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and nature, man and society, different cultures, and the triad of state,
market, and civil society.

Nan Lin (Chapter 2) addresses the problems and promises brought
about by the coming together of East and the West. In “How the
East and the West Shall Meet”, he concludes that the two can make
meaningful contributions to sociological theory if several conditions are
met, such as collecting consistent and persistent evidence, a critical mass
of scholars who are interested in cooperation between the East and
West, and the demonstration that alternative theories may supplement
or supersede existing theory.

Andrzej Flis (Chapter 3), in “What the West Has Learned from the
East in the Twentieth Century,” examines a case in which Eastern ideas
changed Western ones. He shows that the birth and rapid development
of pacifism and the evolution of “cosmo-vital” ideas in Western civi-
lization could be traced to the cultural traditions of India. The Asian
respect for life, condemning industrialization and the devastation of
the natural environment and destruction of species, complements an
emerging ecological sensitivity.

In “Modernization: Westernization vs. Nationalism: A Historical Over-
view of the Japanese Case,” Akihiro Ishikawa (Chapter 4) reviews the
changing pattern of both past and present Japanese modernization,
focusing on “modernization” as an ideological and political orientation.

In “The Role of Human Sciences in the Dialogue among Civiliza-
tions,” Syed Farid Alatas (Chapter 5) suggests that human sciences
should facilitate the dialogue among civilizations in public discourse
and formal education. By so doing, human sciences can go beyond
Eurocentrism in social science education and escape from the perver-
sions which all belief systems may be drawn into under certain social
and historical conditions.

Jonghoe Yang and Hyun-Chin Lim (Chapter 6), in “Asian Values
in Capitalist Development Revisited,” point out a key drawback to
the culturalist approach to East Asian development. The term “Asian
values” usually denotes the Confucian value system that has suppos-
edly contributed to state-led, export-oriented economic growth in East
Asia. However, some elements of Confucianism can be regarded as
having a detrimental impact on economic development in East Asia.
Thus, they suggest as an alternative to this approach, a multi-factor
historical model.

Pil-Dong Kim’s “Beyond the ‘Japanese Style of Management’?
Transformation of the Capitalist Spirit in Japan Today” (Chapter 7)
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examines the current state of the “Japanese Style of Management”
(JSM) and discusses the transformation of the capitalist spirit of Japan.
It shows that the JSM’s culture-bound core elements are changing
very slowly, though Japanese entrepreneurs are trying to adjust to the
changing environment in an era of globalization. Kim concludes that
the JSM will not be replaced by a new model in the near future.

In “The New Trend of Capitalist Culture in Korea: The Spirit
of Entreprencurs and Engineers,” Yi-Jong Suh (Chapter 8) analyzes
changes in the capitalist spirit in Korea after the economic crisis in
1997. Using Max Weber’s theories and methodologies, his analysis finds
notable changes both in the spirit of capital-owners and top-managers
and 1in the spirit of engineers. The capitalist spirit exhibited by investors
and top managers transited through the following stages: stakeholder
capitalism to shareholder capitalism with a reform of the chaebol sys-
tem and the actualization of M&A; from quantitative management of
mass products to qualitative management of knowledge and infor-
mation assets to reform the social innovation system; and from export-
oriented home-based management to global management. At the
same time, the spirit of engineers shows new characteristics, such
as industrial effectiveness orientation, self-consciousness as technical
specialists with some management knowledge, and cooperative social
consciousness.

In “The Emerging Capitalist Spirit of Private Enterprises in China:
Capitalism with Chinese Characteristics,” Seong-Wook Back (Chapter
9) demonstrates three specific characteristics of China’s new private
enterprises: (1) its origin in the public ownership system; (2) its opera-
tion by family members of the owners; and (3) its survival strategy
within bureaucratic capitalism. These three characteristics contribute
to the development of “capitalism with Chinese characteristics,” which
shows little interest by the Chinese in developing advanced technology
on their own.

In “The Culture of Capitalist Development in East Asia,” Kyong-
Dong Kim (Chapter 10) explores the capitalist development of East
Asia through a new interpretation of modernization that specific-
ally emphasizes the validity and relevance of culture. He illustrates
the cultural dynamics of capitalist development in Korea and briefly
compares it to that of China and Japan. He concludes that the true
significance of capitalist development in East Asia can be captured by
a culturalist approach.
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It is our hope that this book will contribute to a deeper understanding
of the underlying nature of East Asia and its capitalist development.
East Asian development experiences are rich enough to show us the
convergences and divergences within and outside the region’s boundar-
ies from a comparative civilizational perspective. The present book is
such an endeavor to reflect upon the civilizational encounters between
East and West and the spirit of capitalism in East Asia.
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PART ONE

CIVILIZATIONAL ENCOUNTERS






CHAPTER ONE

REFLECTIONS UPON THE DILEMMAS OF CIVILIZATION:
THE WISDOM OF YIN-YANG DIALECTICGS

Kyong-Dong Kim

Way CiviLIZATIONS MATTER

On September 11, 2001, the world was shocked by the horrendous
act of terror committed by a few religious fanatics against what is
represented by the United States. Individuals on both sides of this
incident may hold completely opposite views on the meaning of the
action itself from their own vantage points, while there are other people
around the globe who may not exactly share either view. Many have
thus far been rather cautious in openly expressing their opinions, but
debates have flared up. One such discourse has to do with what is
generally known as the clash of civilizations.

Our immediate interest does not lie in determining whether or not
this incident in itself reflects a clash of civilizations. Rather, we are more
inclined to look into the significance of the notion of civilizations at
this particular moment of human history, when such an unimaginable
act 13 actually undertaken by some individuals and groups inhabiting
this planet, under the broad umbrella of civilizations. When we do
that, we cannot but ponder upon the very nature of civilizations that
shape the life of humanity today.

Take, for instance, the technological tools and knowledge that were
effectively utilized by those individuals in this particular act of violence.
Technically speaking, that kind of dramatic behavior was entirely irrel-
evant one hundred years ago when the Wright brothers flew their very
first airplane in 1903. Moreover, it would have been extremely difficult
to organize and manage such a global team of activists with that much
efficiency and accuracy, if we had not had the sort of technological
tools, technical knowledge, and easy access to them, that are only
available in this information age. These are actually part and parcel
of the material element of contemporary civilization widely shared by
a large bulk of the human population. Few, however, have raised the
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question of how technology was involved in the incident and where
it all originated. However, this is clearly a matter of civilization, and
especially its modern form that originated in the West.

When the question now shifts to who and why, or identity and motive,
the issue of civilizational affiliation becomes somewhat controversial.
The fact that the individual culprits were Muslim, and their purpose
was allegedly to wage a war of revenge against the United States and
what it symbolically represents, does not necessarily reflect the civili-
zational conflict that may or may not exist. Even if these individuals
truly believed that they were Muslim martyrs involved in a form of
religious war to condemn Christian adversaries, that kind of act based
on religious conviction does not necessarily constitute the clash of
civilizations as such. Nonetheless, one could hardly deny that some
element of civilizations is involved in the scheme. This is about how
people form their world-views, in this case under the influence of some
form of fundamentalist teachings of a certain religion adhered to by
true believers, or some individuals and groups with fanatical inclina-
tions. From this tragic incident, though, we have come to realize that
our world-views are apparently different from others. This, in fact, is
a simple reflection of civilizational diversity.

Needless to say, world-view is only part of a civilization. However,
humanity has been awakened to the realization that there is something
terribly wrong with the way people have conceived the world we live
in, and their behavior which is based on that conception. It hap-
pens to be only a small instance of the numerous problems humans
have been exposed to in the past century, and still are affected by in
the new millennium. There are all sorts of other problems that are
intricately interwoven with these, and this requires us to look at them
from a much broader purview, that is, a civilizational perspective. The
problems plaguing humanity today are not isolated ones; approaching
them individually and separately would only result in further complica-
tions rather than fundamental solutions. It is about time we started to
approach them by looking at the entire forest first, and then narrowing
our focus to the individual trees. A search for solutions in the present
context requires an approach that is civilizational in its scope.

Moreover, the tremendous pace with which changes occur in our
life today, in almost all spheres, has put us in a position where we now
may need an entirely different paradigm with which to approach the
problem. No doubt, technological innovations have led the way and
humans have experienced a severe lag in many other fields of social
and cultural life. Due to this disarray, unnecessary confusion and even
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sufferings has ensued. This indicates the need for new paradigms with
which to view the world and tackle such problems. When it comes to
the question of civilization, the usual dichotomy is between the East
and West. In reality, this division is misleading and may be ill con-
ceived. And yet, it provides a convenient starting point. It is true that
the worldwide influence of Euro-American culture or civilization has
been preponderant in the modern era, and we are used to calling it
Western civilization. It is also a fact that the West has embarked on
various forms of self-reflection on the misgivings of Western civiliza-
tion. In this context, the input from the East may serve as a catalyst in
the quest for new forms of civilization that may dialectically overcome
the shortcomings of both those of the East and West. It is in this spirit
that I am presenting a frame of reference from sources specific to
Eastern civilization that may aid in understanding the predicaments
of humanity. These may present possible solutions in addressing the
dilemmas of human civilization under the dominant influence of
Western culture. I shall first furnish a scheme of analysis drawing upon
the ancient thought of Yin-Yang dialectics, and then single out the most
notable dilemmas of contemporary civilization in an effort to search
for possible solutions.

TuE Wispom orF Yiv-Yane DiALECTICS

The Essentials of Yin-Yang Dialectics

The notion of Yin and lang constitutes an essential element of the
ancient Chinese world-view. Originally, Yin stands for shade and lang,
for sunshine. Yin and lang later came to be identified as representing
opposite phenomena in the world, some very concrete and others
more abstract, some natural and others social, and so forth. Typical
examples include sun and moon, day and night, light and darkness,
heat and cold, high and low, above and beneath, long and short, hard
and soft, strong and weak, male and female, father and son, senior and
junior, superior and subordinate, before and after, and so on. As such,
it already implies a dialectic.'

First, this ancient thought divides the world into two opposing cat-
egories. Dichotomy is the basic element of the dialectical world-view

! For the ideas summarized in this section on Yin-Yang dialectics, see Chan (1973)
and Fung (1948). I have earlier adopted these ideas to my own theoretical discussion
(Kim, 1991).
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and the logic of dynamic change. This does not mean that everything
in the world can and should be divided into two types or categories,
and that they must all be opposite to each other. It is the dichotomous
world-view and logic of dynamic process that matters here. Using this
frame of reference, I will attempt to understand and explain the nature
and relationships of certain phenomena.

Second, the relativity of relationships between the two elements
implies that one in a pair of phenomena may become Yin or lang
depending on the position in the relationship. For example, a father
may be a lang element in a relationship with his son. Relative to his
father or mother, however, the father suddenly is put in the position
of Yin. Or, a mother may be a ¥ to her husband or senior in-laws,
but her status with regard to her offspring attains a Jang standing. This
can be extended almost indefinitely to any dyad in natural, mechani-
cal, or social relationships. In other words, they work like the dummy
variables of zero (0) and one (1) in the digital system. In short, Yin-Yang
dialectic is a logical system for dynamic shifts of relationships in any
phenomena under analysis.

Third, these two are conceived to be basically opposite to each other.
In the Western dialectic, thesis and anti-thesis are in a contradictory
relationship. In principle, one has to overcome the other in order to
reach some synthesis, or Aufheben. However, in Yin-Yang dialectic, they
are at once contradictory and complementary. To begin with, these
apparently opposing elements cannot exist without the other. Sunshine
or light does not have any meaning if there is no shade, whereas shade
cannot come into being without sunshine or light. Again, there are
exceptions.

According to the ancient Chinese theory of the Five Basic Elements
(ohaeng, TLAT) that compose things under heaven, namely, metal, water,
wood, fire, and earth, each pair may either be in contradictory and
mutually harmful relations or in complementary and mutually benefi-
cial relations. For instance, water helps grow trees but quells fire: water
and wood are in a beneficial relationship, while water and fire are in
an adversarial position with respect to each other. Yin and Yang are in
such a position that depending on the situation and context, each may
be helpful or injurious to the other.

Fourth, Yin and Jang are conceived to be two kinds of vital energy
or material force Ki (¢4 in Chinese, %) that helps create and change
things in the universe by their dynamic interaction. If they interact
as mutually useful forces to each other, as characterized above, this
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interaction causes the creation of things, whereas their interaction as
mutually harmful forces causes change in things. In this process, Yang
is understood as the positive energy or force that produces, while ¥in is
seen as the passive element that provides the ground for Yang to operate
on for production. Yang is a force that starts things, and Yin completes
things. Through their dynamic interaction, the world is created and
altered.

Fifth, the nature of the dynamics of 1in-Jang interaction is described
as the following: the movement of the universe yields Yang, but if the
movement reaches the limit, it becomes stillness and the stillness yields
Yin. When the stillness reaches the limit, it returns to the movement.
When these two Ai forces meet, respond to and interact with each
other, they create things and change them in such a way that things
develop infinitely.

Although this basically represents an idea of cyclical change, it
also entails a notion of development. In fact, the central concept of
change in ancient Chinese thought, “I” (%) of the I-Ching, the Book of
Changes, essentially means opening things so that one achieves goals.
Here, “opening” signifies, according to later philosophical interpreta-
tions, realizing potentials of things under heaven. One finds an almost
identical interpretation of the term “developer” in French, which
means opening the closed and expressing their potentials. The only and
crucial difference, however, is that in Asian thought, this realization of
potential is to be achieved by humans through relentless self-discipline
and diligent learning. In essence, morals are involved.

Principles of Change Derwved from Yin-Yang Dialectics

From Yin-Yang dialectics summarized above, I have derived four basic
principles of social change (Kim, 1991). I summarize them here rather
than repeating them in detail.

A. The Principle of Limit and Return

The first is the principle of limit and return. As introduced above, in
the process of Yin-Yang interaction, each reaches the limit only to make
way for the other. According to the Book of Changes, “As the sun
sets, the moon rises; as the moon goes, the sun comes; as the sun and
the moon push each other, light is yielded. As cold winter passes, hot
summer arrives; as hot summer is gone, cold winter comes; cold and
heat push each other, seasons come and go” (Yi, 1980: 469). Another
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passage from the Book of Changes states: “when things reach the
ultimate end, they begin to change; once change occurs, things move
ahead; and once things go forth, they last for long” (Yi, 1980: 461).

This cyclical notion of limit and change was aptly applied to the
history of political regimes by a prominent Confucian scholar of the
Choson Dynasty, Yi Yulgok, who suggested three stages of cyclical
change of regimes. First, one creates a new state, second, one tries to
preserve the established, and third, one renews through revolutions, if
one fails to preserve it. To create a new state, one establishes new order
and provides rules and institutions. In the stage of preservation, one tries
to realize and transmit the established order and institutions. However,
as the period of stable maintenance of the established is prolonged,
old customs and values become obsolete so that they no longer are
effectively able to tackle the accumulated problems. To ameliorate the
situation, waves of renewal surge to eventually transform everything
by means of revolutionary change. If the problems are satisfactorily
resolved through this renewal, the newly established order may survive.
Otherwise, another revolution may be required to create another new
state (Kim, 1991; Kum, 1984).

It is interesting to note that similar ideas of limit were actually
espoused by Sorokin in his famous principle of limit (Lauer, 1973).
According to Sorokin, when one type of culture flourishes to reach its
limit, it inherently breeds seeds of demise within itself. Thus follows the
cyclical shift from one type of culture to another, and so forth.

In the interpretation of one of the hexagrams of the I-Ching, it is
said, “there is nothing plane that does not tilt, and there is nothing
that goes which does not return. Such is the Way of things on earth
under heaven” (Yi, 1980: 112). That everything returns to its original
position or to the opposite pole is the principle of the Way (tao) of
the /, or change. As was indicated above, whenever Jang completes its
function, its force or energy is exhausted and comes to the limit, then
it returns to Yin, and vice versa.

Taoist thought also touches upon this principle of return in its
ontological discourse. For example, in the Book of Tao, Laotze, says,
“to return to one’s root is the law of movement of the Way (tao). ..
The full blown blossoms and leaves of the tree (or things in the world)
each return to their root” (Kim, 1979: 115-6, 200-1).

As 1s always the case with East Asian thought of ancient origin, it
never fails to imply or indicate the moral ramifications of certain prin-
ciples of cosmological order and change. The I-Ching, for instance, was
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initially conceived, designed, and utilized as a tool for divination. The
ultimate significance of such a practice, nevertheless, was not merely
to foresee the future affairs of one’s life, but to caution and discipline
oneself to be morally prepared and to live in an ethically decent manner.
Likewise, the principle of limit and return is intended for humans to
behave cautiously lest they may unreasonably overdo or tilt excessively
in one direction, for excess can bring disaster.

B. The Principle of Moderation or Equilibrium

The principle of “golden mean” or Chungyong () is precisely the
answer to the problem of excess. This is derived from the principle
of limit and return implied in Yin-Yang dialectics, which suggests that
extremity can breed calamity. It follows that moderation helps you
behave correctly, and in order to do that, you may want to keep
equilibrium in your mind and action.

Chung literally means middle or median. According to the Book of
Golden Mean, Chungyong, it refers to a state of not tilting to one side
and a state of neither extreme wanting nor over-abundance. The state
of mind before any emotional feelings of joy, anger, sorrow or pleasure
are actually expressed outward is also meant to be the state of Chung.
This principle is especially emphasized in Confucian teachings for the
sake of self-discipline for those who aspire to be sages or men of virtue
and wisdom (Y1 and Chang, 1980: 203). Even Laotze, the Taoist sage,
imparts the teaching that sages should not overdo anything, nor indulge
in luxury, nor take extreme measures. If one knows how to be content,
one does not have to face shame, and if one knows how to stop, one
does not have to face danger (Kim, 1979: 169, 212).

This kind of moderation or cautiousness must come from a deep
understanding of the principles of change of the universe, according

to the Book of Changes. The following are some passages from the
Book (Yi, 1980: 52, 469-70).

If one only knows when to advance but does not know when to retreat,
if one only knows one can survive but does not know to prepare oneself
for demise, and if one only knows how to gain but does not know one
can lose, how can you call this a sage?

The sage does not forget danger when he is safe in his position, he
does not forget ruin while he enjoys his survival, and he does not forget
the confusion of disorder when order prevails and the state is well run.
This is the way to keep oneself stable and preserve the state.
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Two forms of moderation may be identified. One is the ideal-typical
Chung which orients the diversity of all forms of change towards the
legitimacy of goodness. The other is the situational Chung which secures
the most appropriate method of adaptation in the given reality of the
times. The former is called the righteous and correct Chung (chongchung,
1), and the other, timely Chung (shichung, F§H). In other words, when
one adheres to the principle of moderation and keeps equilibrium in
one’s mind, behavior, and social status, in accordance with the Way of
heaven, this is the correct approach one follows (Kum, 1984: 87).

It should be noted at this point that even these two modes of Chung
may be comprehended in the scheme of Yin-Tang dialectics. As Yi Yulgok
suggested, there may be two approaches to social renewal, one a more
fundamental approach and the other a more realistic one. Depending
on the circumstances, one may have to tackle the problems from a more
basic stance adhering to principle, or from a more practical vantage
point of realistic judgment. In either case, one must not forget to take
into account the essential elements of the other approach or viewpoint.
For a more fundamental problem, one may also have to look into the
practical questions of the immediate present, while solutions for a
down-to-earth problem may require more basic considerations of the
issue in accordance with principle (Kum, 1984: 90).

Here we encounter the concept of adaptability. Adaptability in the
theories of social change is closely related to the notion of equilibrium.
When equilibrium of the system is disturbed, change occurs. Change
induces the system to attempt to restore equilibrium. This in turn is
more feasible if the system has a greater capacity to adapt to the envi-
ronment. Likewise, the idea of Chung in East Asian thoughts requires
adaptability on the part of the individual and society. This adaptive
capacity or tendency is closely linked to the capacity to attain moral
discipline in order to maintain equilibrium in the individual’s mind and
action. And, in general, adaptability requires flexibility.

C. The Principle of Flexibility or Adaptability

Let us remain with the issue of adaptability for a moment. In general
terms, either in society or in the case of individuals, once equilibrium
is broken, change ensues. If something is slanted to one side, or is
either too much or too little, then change is imminent. Under such
circumstances, adaptability is required in order to avoid disaster. This
adaptability is represented as timeliness in the Confucian teachings of
Chungyong. In this connection, Yi Yulgok is quoted below (Cho, 1985).
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Generally speaking, timeliness refers to saving the people by means of
flexibility to amend and make laws at any time necessary. When Chongja
was commenting on the I-Ching, he said that we study the Book in order
to help grasp the trend of our times so that we may understand the
meaning of our times. He also stated that to change and innovate at each
opportune time is the most universal Way. Since laws are promulgated
usually to meet the needs of the times, they may become out of date and
out of context as times are changed.... All these were done by the sages
of olden days not because they enjoyed change and innovation, but to
meet the needs of the times.

So, when needed by the circumstances of the times, adaptability is
required to make necessary change and innovation. The more flexible
individual minds and societal structures are, the more likely they are to
adapt to the changing environment. People with rigid consciousness and
societies with stiff’ principles of organization and structural construct find
it difficult to make necessary change and innovation when needed by the
circumstantial changes.

No other classical text of East Asian thought expresses this emphasis
on the importance of flexibility more symbolically and poetically than
Laotze, when it says (Kim, 1989):

A live person is tender and weak, but a dead body is stiff and hard.
Fresh plants and trees are soft and feeble, but they become hardened
when dead. Therefore, the soft and weak represent life and the hard and
strong represent death.

In reference to Yin-Yang dialectics, one could summarize these principles
of change as follows: in an environment where the dynamism of ¥in-
Yang interaction constantly creates change, it would be most difficult
to expect individuals and groups of hard-minded rigidity, adhering
to stiff principles of social organization in an inflexible structural
context, to seek and achieve necessary change and innovation, while
maintaining the state of Chung. This state is not tilting toward one or
the other extreme, neither wanting nor over-abundant in anything,
It is in the same line of reasoning that I have espoused earlier that a

society needs to become more flexible to achieve societal development
(Kim, 1991).

THE DiLEMMAS oF CIVILIZATION

Civilizations are the product of epoch-making innovative change in the
life of human beings throughout history. It is at once a process and a
consequence of the emergence of a completely novel set of patterns
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and substance specific to human life never imagined prior to its birth.
Civilization only survives when it can constantly change. Hundreds of
large and small civilizations in human history have come and gone
because they failed to change. Civilization, in this sense, therefore, is
change itself, for it attains life and sustains itself by change alone. Since
change is a process of yielding new things, a civilization that is unable
to renew itself is doomed.

Human society as a vessel of civilization can survive and flourish
only when it adapts to the changing environment and changes itself.
In this connection, we might ask the following fundamental questions
about the capacity of a society to do this:

1) Does the society successtully survive by adapting effectively to the
environment?

2) Does the society maintain a degree of communal solidarity and
societal stability by integrating the differentiated parts which are
not torn apart from one another through severe conflicts?

3) Does the society effectively make decisions concerning societal goal
attainment and is it able to mobilize resources necessary to attain
such goals?

4) Do the social institutions satisfy the needs of individual members to
an adequate level and control their behavior so that serious deviance
is properly prevented?

If the answer to these questions happens to be negative, then the society
in question is in trouble and the desire to change is likely to be aroused.
Now, faced with this need for change, how does a society embark on
the task of making the necessary change? It is in this context that
reflections on the nature of civilization itself may be required. Before
we make any change, we must know what to change and how. One
way of approaching this task is to reflect upon the dilemmas posed by
the current civilizations and seek solutions to them.

Dilemmas are perceived here as dialectical in nature. One end of
the dilemma affects the other in such a way that one could not reach
a solution without addressing both ends in an adequate fashion. The
wisdom provided by the principles of change that is derived from %in-
Yang dialectics, especially that of Chung and flexibility, is required here
and may present some useful solutions for problems faced by contem-
porary civilizations.
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Dilemmas related to Man and Nature

Since human civilization emerged through the alteration of the
environment surrounding man, we might as well begin with the category
of dilemma juxtaposing man and nature. I am using the word “man”
to denote humanity for the sake of convenience. This involves a chain
linking man, nature, technology, and the city.

A. Man and Nature

Basically, civilization originated in man’s struggle with nature. Through
the technological innovation represented by agrarian cultivation, man
created civilization. Agriculture already entailed human intervention
in the ecological system. Industrialization has paved a wide avenue for
man to drastically alter nature by extensive use of resources from nature
and by technological modification of and interference with nature.
In the process, the one-sided exploitation of nature has gone too far,
consequently affecting the very quality of human life.

Humans now have to face the dilemma of when to limit techno-
logical intervention, and how much of nature can be conserved as it
is. In order to improve the quality of material life for man, economic
growth is imperative. For further economic growth, more resources
are to be exploited and more alteration and exploitation is to be made
with respect to nature. The ecological conditions so affected now have
negative impacts on human life. To improve the ecological conditions,
further technological innovations are needed, which in turn require
more resources, and so on. The vicious circle has to be terminated at
some point.

One way of tackling this dilemma is to suppress ever increasing
human needs. While we generally are well aware of the difficulty of
achieving this goal, one could still harbor the hope of reaching it by
reinforcing the moral teachings of Eastern classical thought. This is not
meant to suggest that Eastern thought is the only such source. It merely
reflects the historical reality that the dominant civilization overwhelming
human life today is basically Western in origin, and it might be said to
have reached a sort of limit at this juncture in history. Thus, the East
and West must meet in a dialectical encounter with an open mind in
the search for alternative civilizations.
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B. Man and Technology

Technology was not only the very source of civilization, but has also
opened the door to almost infinite alternatives with which man can
explore and exploit the natural order. The irony is that it has also opened
up a Pandora’s box. It is now equipped with the power to destroy man
and the planet Earth at any moment. The dilemma here is that man
needs technology and benefits from it, but there must be some limit
to its power. Technology, which is clearly an enormous invention of
man, has attained a self-propelling tendency so that it is almost beyond
human control to stop its incessant innovation.

Eventually, however, man is the creator and user of technology,
which is only a tool for the improvement of human life. Man is to take
the ultimate responsibility vis-d-vis technology, in terms of how much
is created and what use it may be put to. This again is related to the
issue of how much human needs can be realistically adjusted.

C. Man and City

If technology is the material foundation of civilization, then the city is
the social space of civilization. If there is no city, there is no civilization.
Both the city and technology have affected nature and the natural
ecology of human social life. Once again, the city is at once the hero
and the enemy of civilization. City life has offered man much affluence
and culture on one hand, and yet, on the other hand, it has also left
man with social vice and ecological ills. Man now has to resolve this
dilemma. The questions here are two-fold: how humans as citizens are
to live in harmony with nature; and how we resolve the dilemma of the
concentration and dispersion of population and resources, and that of
centralization and decentralization of power and functions.

Dilemmas Surrounding Human Nature

One of the fundamental issues in the philosophical discourses of human
civilizations has always been the subject of human nature. Human
nature poses several dilemmas for a more reasonable life for human
beings. As civilization has been increasingly affected by the materialistic
and somewhat hedonistic tendencies of mass culture, the dilemmas
surrounding this issue need to be resolved with greater urgency.
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A. Desures versus Ideals

As a prominent characteristic of contemporary civilization, one may
cite the tendency to stimulate material and physical desires to such
an extent that the lofty ideals espoused by so many brilliant minds
seem to be losing their luster compared to the rage of hedonism.
To satisfactorily gratify all these needs requires enormous strides in
the economic production of material amenities, which in turn puts
tremendous pressure on technological innovations. These innovations
then tend to further encroach on the natural environment, exacerbating
the vicious circle. Some measures are definitely needed to ameliorate
the rising level of aspirations and to contain or at least adjust human
needs. Moderation again is the key solution.

B. Body and Mind

In the case of humans, body and mind are not separate phenomena.
Yet, bodily comfort and pleasure do not necessarily produce peace and
happiness of mind, and vice versa. Since the imbalance of the currently
dominant civilization places an overwhelming emphasis on the body; it
causes a variety of problems for human social life.

C. Material versus Spirit

A civilization requires a material foundation to exist. But if the material
aspect overwhelms the spiritual, then it breeds the seeds of demise within
it. Likewise, if the spiritual dimension overshadows the material, this
could be a source of distortion. That is why the search for the golden
mean 1s desired.

D. Emotion versus Reason

The unbridled expression of emotions and the limitless pursuit of
emotional ecstasy is another feature of the currently dominant civiliza-
tion. One dimensionality is also detected in the extreme reification
of reason and the almost blind belief in technological sophistication.
Moderation often seems to be completely out of sight of human social-
cultural life.

Dialectical Tension between Man and Society

Ever since humans started living in some form of a collective, there
has always been a degree of tension between man and society. Various
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dilemmas have been posed, and we shall summarize the major examples
of these dilemmas.

A. Indiwidual versus Collective

The first form of tension between man and society revolves around
whether the individual or collective is to be accorded greater value
and importance in social life. The usual stereotype is that the group
has taken precedence in Eastern traditions, whereas the weight given
to the individual has been much heavier in the modern West, where
the ideology of individualism has been systematically espoused and
widely practiced, both in the capitalist economy and in the democratic
polity.

In the process of modernization, however, certain extreme phenom-
ena manifested both in the East and the West. In the Eastern experi-
ence, the sudden surge of modernization initiated and disseminated
by the West has extensively encroached upon the various existing
traditions of collectivism. This has left the collectivist orientation in
disarray. While it has not been completely destroyed, a monstrous form
of individualism-by-default has instead come to dominate in the East.
This version of individualism is such that the centrality of the indi-
vidual is overemphasized, producing self-centered, egoistic tendencies
without the solid cultural and institutional backing of ethically sound
individualism-by-ideal (Levy, 1962). In Korea, for example, a new jargon
has been coined to denote the combination of the old collectivism in
manifested in the family and this new type of individualism-by-default.
It is called group-egoism and collective self-centeredness. This tendency
is often expressed in various events of protest involving NIMBY (not-
in-my-backyard) phenomena.

Individualism has also been somewhat distorted in the West in such
a way that the problem of the atomization of human relations and the
alienation of individuals has become rather common. The emphasis on
the self and the individual has gone to the extreme, leaving the indi-
vidual lonely and apathetic. An abnormal version of collectivism that the
West experimented with took the form of totalitarian or authoritarian
socialism, primarily in the Eastern bloc. This experiment, as we have
witnessed, failed to lead the system back to the modern tradition of
individualism. It is here that a type of individualism-by-default crept
into the social vacuum, once the iron wall of authoritarian collectiv-
ism crumbled.
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These historical experiences remind us of the warnings found in the
principles of dialectical change examined above to maintain modera-
tion and avoid extremity and rigidity, for otherwise things swing to the
other extreme and further changes are then required. We are facing
a new era when this age-old dilemma of individual versus group needs
be resolved.

B. Freedom versus Order and Authority

The second form of tension is found in the desire to promote individual
freedom, and yet preserve social order and institutional authority. By
nature, order and authority, which is required in the social-institutional
setting, restrict individual freedom. Extreme freedom, with no limit
towards the pursuit of one’s own desires and needs, is not only
impossible, but also inordinate in social life. However, neither is the
totalitarian suppression of individual freedom permissible under any
circumstances. The middle point or Chungyong, the golden mean, is
needed.

C. Rights versus Responsibilities and Obligations

In the same line of reasoning, there needs to be a middle ground to
balance the demand for and the pursuit of rights on the part of indi-
viduals and groups, with the willingness to assume responsibilities and
fulfill obligations to others. So far in the history of human civilization,
the need to protect and promote human rights has been much greater
than that of stressing the obligations of responsible parties. Even today,
we have a long way to go in order to improve the condition of human
rights around the globe. Nevertheless, the time may be ripe for humans
to be more serious about doing their part in fulfilling obligations and
responsibilities as members of the global village.

In this connection, it is interesting to note that the InterAction
Council, an organization of former heads of states around the world,
has put out the Universal Declaration of Human Responsibilities (1998),
to commemorate the semi-centennial of the Universal Declaration of

Human Rights by the United Nations (1948).

D. Gemenschafi versus Gesellschafi

This apparently old scheme may need to be reconsidered in the
contemporary context of great transformations. With the rapid evolu-
tion of what is known as cyberspace in this age of information-com-
munication technology, there is already growing concern about the
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emerging cyber-community. Few comprehend its nature at the moment,
and are unable to predict what direction it will take in the future. Indi-
vidualism is a trend that may or may not impinge on the communal
nature of community life. Modern trends, which Ferdinand T6nnies
was concerned with, do show signs of the relative decline of the old
Gemeinschaft-like community life, which is yielding to a rampant rise
in the Gesellschaft-like society of interest seeking. Some balance is
definitely required to make human societies more livable.

E. Particularism versus Unwersalism

In a similar vein, human societies are facing the dilemma of retaining
the particularistic element of human social relationships while attaining
a rational social life governed by universal principles. Thus far, the
modern West has moved in the general direction of rationalization and
has achieved a degree of universalism. However, more recently, a form
of reaction that has emerged in movements such as postmodernism
challenges the rationality and universality of Western culture. In the
East, the particularistic culture has tenaciously sustained itself to limit
the universal principles that are needed for Eastern societies to adapt
to the tide of globalization dominated by the West. Here, too, one has
to seek some middle ground.

Dilemmas Relevant to Culture

Focusing on the features of cultural life, the recent development of mass
culture is slanted toward certain inclinations, and we need to seriously
reconsider such developments. A few examples follow.

A. Vulgar Culture versus Refined Culture

Civilization and culture by definition imply cultivation, sophistication,
and refinement. With the unprecedented development of mass media
and information-communication technology, the quantity of cultural
items disseminated throughout the world has skyrocketed. The question
now is whether the quality of such cultural products is moving in the
direction of further refinement, towards elevating and improving the
human mind and the quality of life. Mass culture in general is currently
dominated by violence, obscenity, and other forms of vulgarity. One
wonders whether this trend is affecting the spiritual life of humanity,
eventually ruining the human mind and spirit. Returning to the other
pole or extreme in this dilemma seems inevitable in order to restore
some balance.
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B. Pragmatic Culture versus Culture of Humanities

Higher education programs are placing an inordinate emphasis on
technical fields, including physical and social engineering, often with an
unwarranted disregard for humanities and other basic studies. Pragmatic
interests overwhelm humanistic concerns. This tendency is pervasive
in social and cultural life in general, waiting to be corrected so that
civilization can function with a sense of balance and moderation.

C. Culture of Letter versus Digital Culture

Due to the dramatic development of new media, the culture of visual
images is fast replacing that of the printed letter. Many experts still claim
that books and printed material will not totally disappear, despite the
preponderance of digital culture. Nobody can predict what will happen
to the coming generations who will definitely be more accustomed to
the visual culture of a digital age than may be expected. This situation
also needs to be redressed.

D. National Culture versus Global Culture

Thus far, when it comes to culture, the rapid advance of globalization
has at least yielded two opposing trends of centrifugal as well as
centripetal development. At the moment, while national cultures are
making every effort to tenaciously retain their diversity, the convergent
force equalizing cultural contents seems to be preeminent. Also, global-
izing cultures are more likely to carry the vulgar element that causes
feelings like desolation and apathy in people.

There are, therefore, two dimensions to this dilemma. On the one
hand, national cultures struggle to sustain themselves in the face of the
surging wave of globalization. On the other hand, cultures of the world
struggle to avoid being indiscriminately affected by the vulgar cultures
of Western origin. If the world has to be equalized, unity in diversity
would be more desirable than the flat leveling of everything.

Dilemmas of the Triad: State, Market and Civil Society

As globalization has become part and parcel of modern life, the issue
of democracy and capitalism and its role in the future of mankind has
evolved around the dilemmas posed between pairs of the triad: state,
market, and civil society. This needs to be considered in the broader
context of the world system.
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A. Market versus Distribution

One of the thorny problems facing the surge of capitalism in the global
scene is how to check the market forces and enhance the possibility
of a more equitable distribution of wealth. The dilemma of efficiency
versus equity that has been constantly posed in the process of modern
capitalist development is not an easy one to resolve. As indicated, the
foiled Socialist experiment emphasizing distribution has left global
capitalism in an arena where the challenge of serious competition has
not been offered. Extensive restructuring of the economic and social
systems on both the global and national levels has become necessary,
and it has been realized in the process that distributive justice may
not be easy to attain in this new situation. The problem of inequality
generated by the free market is now arousing concern among many
peoples and societies.

B. Market versus State

The dilemma in the relationship between the market and distribution is
closely related to the tension between the market and the state. Provided
that the market operates rationally in an orderly manner by itself, the
less the state intervenes, the better. Since the market, however, is an
imperfect entity, it is necessary for the state to regulate it. The issue of
inequality, for instance, has been handled by the state through various
welfare programs, including social security, insurance, and other social
safety nets. The burden created by these state-led measures has usually
held back the normal and effective operation of market mechanisms.
The Socialist experiment is an extreme case.

The linkage between the state and market may also be found in the
corruption of the state bureaucracy and special favors gained by the
corporate sector. This inevitably interferes with how the market nor-
mally operates and affects the economy negatively. Thus, to quote an
old Korean aphorism, one had better keep a proper distance from in-
laws and lavatories. That is, the relationship between the market and
the state may have to be appropriately set so that they are neither too
close nor too far from each other.

C. Market versus Civil Soctety

When Margaret Thatcher proclaimed that “['T ]here is no such thing as
society,” Lionel Jospin retorted by saying, “[Y ]es to the market economys;
no to the market society” (Soros, 1997: 45). Even George Soros, with
his knowledge of how the market operates, expressed concern about
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the deep penetration of unhampered markets into social life when he
said, “the untrammeled intensification of laissez-faire capitalism and
the spread of market values into all areas of life is endangering our
open and democratic society. The main enemy of the open society, I
believe, is no longer the communist but the capitalist threat” (Soros,
1997: 45).

One way of coping with this threat is for the state and civil society to
mutually fight the penetration of market values and forces. If the state
cannot perform this function, then civil society has to bear the burden
of keeping itself intact. This challenge happens to be formidable.

Civil Society Versus State

In the process of democratization, civil society has been gradually
gaining autonomy from the state and has overcome despotic regimes in
the process. However, the relative clout of civil society is limited vis-d-vis
state control and arbitrary decisions restricting rights and impinging
upon its autonomy. From now on, though, the state can and should make
use of whatever rich resources the voluntary sector of civil society may
have in its pursuit of national goals, instead of attempting to control
civil society. The voluntary sector, on the other hand, should strive to
assume its share of societal responsibilities, to look after and care for
the vulnerable elements of society while keeping a vigilant eye on the
performance of the state and market. This balanced and cooperative
attitude is needed in contemporary political life.

The Complex Matrix of World System-Market-State-Civil Society in the
Age of Globalization

Recently, rampant globalization has strengthened the power of the world
system of capitalism, boosting the relative position of the market, while
weakening that of the state. The only seemingly viable sector at the
moment seems to be civil society which, for example, has manifested
its potential power by protesting against the global force represented
by the WTO, NAFTA, APEC, ASEM, and the like. Such a move is in
its infancy, and its future is still uncertain.

In this connection, it might be useful to listen to an American politi-
cal scientist’s plea (Ehrenberg, 1999: 250).

Deepening inequality and gigantic concentrations of private power pose
the most important danger to democracy and civil society alike. Political,
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economic, and social affairs are as mutually dependent today as they
always have been—no matter what claims are made about the autono-
mous logic of different spheres. Extending democracy to the economy,
the state, and civil society is the central challenge of contemporary life.
As always, this requires comprehensive political activity and theory that
must begin with the redistribution of wealth.

Thus, we must think in terms of the global context, the context of the
world system. This indeed is a question of a civilizational dimension;
we might want to open our minds to seek some wisdom from Eastern
sources to answer it.

In CrosinG

I fully realize that we have started from the grandiose purview of
human civilization and have wound up with a shallow presentation
of the common dilemmas of contemporary life. As the old Eastern
saying goes, “one starts as the head of a dragon only to end up as the
tail of a snake.” Thus, this cursory review of a complex set of ideas
and issues that are macrocosmic in their scale does not do justice to
the subject under discussion. It is only intended to draw the attention
of those who may be interested in such issues, and to suggest some
alternatives in how we look at things and in how we find solutions to
the problems that have been identified.

Both Yin-Yang dialectics and the civilizational dilemmas require much
more careful analysis and detailed explication. The very brief summary
presented here only touches the surface and delves into a small por-
tion of this philosophical approach. My primary purpose is to reach
the intellects and minds of those who may not be familiar with such
ideas and views, especially those in Western intellectual circles, so that
it may stimulate fruitful discussions. When the topic is civilization, it
is imperative that every party involved opens their minds and listens
to the others’ voices. Genuinely open dialogue is what is really needed
in this task. My wish is that this piece will act as a catalyst towards
achieving that openness among civilizations of the world today, at a
time when the level of mistrust among different civilizations appears
to be increasing.
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CHAPTER TWO
HOW THE EAST AND THE WEST SHALL MEET

Nan Lin

INTRODUCTION

Often when I make a presentation or submit a manuscript in the West,
especially in the United States, reporting research findings from China
and pointing to elements not consistent with the received theories,
inevitably someone in the audience or a reviewer asks the question,
“Since the data is from China, are the findings generalizable?” I am
sure many of the scholars present at this conference have experienced
similar questioning when they present their research from the East
to a scholarly audience in the West. Whenever possible, I respond by
making a rhetorical remark, “This is an interesting and good question.
I often wonder whether findings from a study conducted in Detroit,
Indianapolis, New York, or Northern California can be generalized.”
This response, of course, reflects an instinctive annoyance that the issue
of generalizability is seldom raised, at least in my subjective estima-
tion, when the data comes from North America or Western Europe,
even when the observations are made in a limited geographical area.
It also reflects a misgiving that much of social science research is
ethnocentric and in favor of North American or Western European
traditions. These traditions have been held as a reference from which
other traditions are then seen as “deviations” that require specification
or justification. Thus, there is a gut-level resentment among us about
the “unfair” and “biased” Western responses to data or observations
from different societies and cultures. Do these questions, consciously or
unconsciously, reflect a continued sense of subjugation of the East by
the West, or a sustained cultural colonization of the West over other
regions in the world?

A further reflection suggests that the problem lies deeper than an
“innocent” question and a sarcastic response. The normative practices
of science and the historical precedents of theories developed in the
West constrain the degree of freedom with which scholars from other
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societies and cultures can make theoretical “break-throughs.” In this
presentation, I will outline these constraints, and, by way of describing
a modest attempt at theorizing based largely on observations made in
the East, I will try to demonstrate ways of “breaking” out of these
constraints.

Before I begin, let me hasten to point out that I use the terms “West”
and “East” rather loosely. The West here refers to thoughts and theories
developed in Europe (especially Western Europe) and North America
in the past two centuries. The East refers roughly to the region of East
Asia where Confucian thoughts and ideals have been salient. In the
remarks that I will make, a second demarcation may be noticeable:
the “West” represents the location where the overwhelming majority
of sociologists reside, and the “East” refers to all other regions—a core
and peripheral distinction in terms of concentration of participants and
institutions. I will try to be more specific as the context calls for it, but
may blur the boundaries more in other circumstances.

PRE-EMINENCE OF WESTERN THEORIES

To understand why “Western” theories, especially in sociology, have
been so dominant, two factors come to mind: (1) that the normative
practices of theoretical development favor theoretical confirmation
rather than theoretical challenge and (2) that empirical discrepancies
observed in Eastern societies (and other societies outside Western
Europe and North America) tend to be explained away with theories
purportedly capturing societal differences, with Western Europe and
North America seen as the anchor or point of social reference. This
dual-development reduces much of the scholarship from the East to
work towards confirming received theories (immersion) or modifying
them (contingency specifications).

It is generally understood that a theory begins with an explanation
proposed for a set of phenomenon, and proceeds with propositions
which are then examined, in the deductive process, with empirical
data or observations. Analysis of the data affords an inductive process
whereby the propositions are either lent credibility or subjected to falsi-
fication and modifications. While methodological textbooks emphasize
that both deduction and induction are important in linking the develop-
ment of theory and empirical observations, the normative practice of
scientific research is dictated by deduction which is considered as the



HOW THE EAST AND WEST SHALL MEET 37

preeminent process of theorization. A scientific discipline is evaluated
and valued for its theories. When we explore a discipline or a subject
area, we want to know, as quickly as possible, what THE THEORY
is or what the principal theories are. For example, sociology is usu-
ally introduced and understood in terms of the grand theories such
as structural functionalism, conflict theory, symbolic interaction, etc.
Students are taught about these received theories and encouraged to
derive empirical hypotheses for further testing and confirmation.

The conventional practice of analytic procedures (e.g., statistics as
well as qualitative analysis) also favors a conservative orientation. When
empirical observations comply with the expectations of a theory, the
theory receives further credit. When empirical observations do not
comply with such expectations, the tendency is to suggest that there
are “disturbances,” “contingencies,” or “frictions” in the real world
that interfere with the expected processes derived from the theory. The
implications offered are that if and when these disturbances are not
present (e.g., “holding them constant”), the theory should predict the real
world better, or that these disturbances should be taken into account as
exogenous variables. Exogenous variables are not to be explained and
are treated as external factors to the theory. What needs to be done is
to take them into account (e.g., as “control variables”) and then proceed
with the description of the data as dictated by the theory.

Further, the institutions of scientific rewards favor theoretical con-
firmation. Due to efficiency considerations (limited journal space and
number of books to be published, and too many possible “random”
errors in failures to confirm theories), opportunities tend to be given
to scholarly productions which confirm or modify received theories,
rather than to those which fail to confirm them. Publications, then,
influence opportunities for positions and resources within the scientific
community, such as finding positions in more prestigious institutions
and receiving better compensations and research support, for example.
Compelled by the normative expectations and institutionalized reward
opportunities, scholars tend to adhere to the normative and, thus, con-
servative orientation in the production of scholarship. Preference is given
to applications and demonstrations of theories rather than theoretical
falsification. These tendencies—preeminence of normative practices
in deduction and induction and in institutionalized rewards—allow
theories, once established, to persist, even in the absence of substantial
or cumulative evidence, and, at best, to die a lingering death over a
long stretch of time.
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Soc1o-HISTORICAL CONSTRUCTION OF THEORY

Where did the theories come from, in the first place? As it turned out,
many received theories were developed by scholars who had made
keen observations about the events of their time and location, and then
synthesized them into an explanatory scheme—a theory. Marx made
critical observations and drew an analysis of the dire consequences of
industrialization on workers and the exploitation of those who owned
the means of production. Weber perceptively noted the organizational
and bureaucratic capacities of the German Empire, as well as the cog-
nitive and affective processing of individuals in interactions with these
societal or structural features. Durkheim experienced and observed
how social organizations and collectivities affected individuals mostly in
French society, and proposed the arch-typical “structural” explanation
of group effects on individual behaviors. Likewise, one can trace the
workings of other noted sociologists such as Kant, Spencer, T6nnies,
Simmel, and Mead to their keen observations and analyses of social,
political, and economic events of their times. In fact, it would be dif-
ficult to find sociological theories, including the contemporary theories
constructed in North America and Europe, which were not inductively
constructed.'

This is not to say that observations and data alone automatically
induce theories. The capacity to sort through the observations and data,
to distill a coherent explanation for a selected set of phenomena, and
to present a convincing argument requires diligence, imagination, and
persistence. Mark Blaug’s (1985: 689) characterization of most economic
theories as consisting of “manipulation of highly abstract assumptions,
derived either from introspection or from casual empirical observa-
tions, in the production of theories yielding predictions about events
in the real world” seems an adequate description of the development
of sociological theories as well. To make explanations and arguments
convincing to fellow scholars and other readers, the theorists employed
elaborations and amplifications beyond the observations, and these
textual presentations became an integral part of theoretical formation.

! There are exceptions of formal mathematical and experimental models (e.g,,
Emerson and Cook), or transplanted theories (Parsons’ introduction to the United
States of European theories).
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These theories, described rather loosely and filled with tautological
definitions, make falsification very difficult, if not impossible.

Once a theory becomes accepted or received, deduction and induc-
tion are employed to confirm, amplify, or extend it in terms of its pos-
sible explanation of phenomena and societies beyond those with which
it was built on. Institutionalized rewards evolve to sustain a critical mass
engaged in sustaining the received theories.

One interesting and critical aspect of theoretical development is
where and what phenomena were drawn to “test” the validity of a
proposed theory. As it turns out, historically, the initial diffusion and
dissemination of a proposed theory inevitably took place in the same
or similar social and cultural environments where the theory was
conceived. Since most of the initial sociological theories, at least the
ones received, were developed in Western Europe and later in North
America in the past two centuries, it is no surprise that their validity
was initially examined with phenomena observable in communities in
these regions—the originating societies.

Thus, theory formulation is quite social. Historically, initial theoretical
evaluation occurred in the social milieu where they were constructed.
Once a theory became accepted or received, however, this social nature
of validation ceded into the background. Received theories provide
guides for deductive work, extending beyond the social boundary of
the originating societies. Further, once received, theories assume prior-
ity—any subsequently proposed theory is checked and examined against
the received theories. Dispute about its theoretical merit may result
from doubts or challenges that it supersedes the received theories in
explaining the same phenomena and additional phenomena. Much of
this debate becomes social—whether a sufficient number of scholars
are convinced of the merit of the proposed theory.

Therefore, acceptance of a theory not only depends on the induc-
tive process involving the diligence, persistence, and imagination of the
proposing scholar. Perhaps just as critically, it depends on how many
other scholars judge it to be meritorious in exceeding the explain-
ing capacity of received theories. As the volume of received theories
increases (not necessarily cumulatively), the demand to exceed the
explaining power of the collectivity of these theories becomes increas-
ingly difficult to meet.
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ImMERSION AND CONTINGENCY: NORMATIVE SCIENTIFIC BEHAVIORS

Thus, the historical precedents of received theories originating in
Western Europe and later in North America have set “conservative”
practices among scholars who wish to be members of the scientific
community, wherever they are. Practicing scholars in Western Europe
and North America, as well as elsewhere, are subjected to these con-
straints and opportunities.

What kind of work, then, can scholars in the normative practices
bring to bear on the theories? Two types of work can be identified.
One type of work is to employ concepts and schemes deduced from
the received theories to phenomena observed. Data and observations
are collected to demonstrate and extend the theories. We call this type
of practice ummersion. It is probably the most common practice among
scholars. Numerous examples can be drawn to illustrate this practice.
Received theories are evoked to study deviance, organizations, stratifi-
cation, social movements, social inequality or socialization in different
communities and societies. Likewise, critical theories such as feminist
theory or post-modern cultural studies are employed to describe the
local community as well.

It is difficult for Eastern scholars to be immune from this practice.
Not only because they are, like their Western colleagues, subjected to
the dominance of deductive logic, but also because the institutional-
ized reward system itself has been adopted by the Eastern professional
community. Universities and research institutions in the East, likewise,
have adopted similar institutional arrangements to meet constraints
and efficiency requirements (limited publication opportunities and
preference for theoretical confirmation or modification rather than
rejection) and to organize the reward system (appointment, promotion,
and honors and bonuses). Such isomorphic institutional development
is to be expected if these organizations are to survive in the larger and
global community.

A second type of work is to be cognizant of discrepancies between
the received theories and the phenomena being observed, and to seck
resolutions. One practice is to identify a condition under which either
the theory applies or does not apply. We call this practice contingency.
For example, a study of social mobility in China in the 1980s found
that Chinese workers aimed for work units (preferring the state sector
to the collective sector or the private sector), rather than for specific
occupations (Nan Lin & Yanjie Bian 1991). This preference was due
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to a number of factors, including the rigid state-collective demarcation
in terms of work benefits, urban-rural segmentation, and lack of cross-
sector mobility. Thus, it was argued that the theory of status attainment,
focusing on occupational status, works under the condition that the
political system does not stratify socioeconomic organizations in these
terms. Contingencies can also represent exceptions. For example, the
theory of the strength of weak ties suggests the utility of weaker ties
in accessing information not available in one’s own social circle ties
(Granovetter, 1973; 1974). Yet, in some societies, strong ties are almost
required to make such connections to information and resources. In
China, for example, it was found that chains of strong ties make it pos-
sible to access information and influence in job searches (Bian, 1997).
The argument is that in the more “traditional” societies, because of
shortage in readily available information in the market place (mass
media, open recruitment), information and influence are shared among
stronger ties. Thus, in such societies, the principle of the weaker ties
does not apply.

Contingencies may or may not lead to new theories, nor do they
challenge the validity of the received theories, in their intended cir-
cumstances. They may set the boundaries beyond which the received
theories may not operate. Many times, no further theoretical develop-
ment is proposed beyond these “bounded” theories. In this manner,
contingencies accommodate and even consolidate the pre-eminence of
received theories and their institutionalized reward opportunities.

Given the nature of the normative practices of science and the institu-
tionalized reward system, chances are that none of the scholars, whether
in the East or West, are immune from such normative work. In fact,
most of the scholars are doing such work most of the time: performing
immersion and suggesting contingencies for received theories.

THEORETICAL MANAGEMENT OF SOCIETAL DISCREPANCIES

Empirical discrepancies, however, sometimes require more than speci-
fication of contingencies. Persistent and extensive discrepancies reduce
the efficacy of received theories as they become more bonded. As the
terrain beyond the bonds becomes extensive, some theoretical reflec-
tions become inevitable. In fact, scholars in the West have noted such
persistent discrepancies in the East and other societies. Comparisons of
Eastern and Western patterns and behaviors have drawn the curiosity of
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Western intellectuals and scholars since the days of Rousseau. In order
to accommodate these discrepancies while maintaining the integrity of
the received theories, theories were developed to suggest typologies of
societies and ways societies move from one type to another.

Beginning in the 18th and 19th centuries and continuing into the
20th century and beyond, such theories have emerged. These theories
contemplate the presence or absence of certain elements that differ-
entiate societies; and a possible “transition” from the acquisition or
abandonment of these elements account for possible “movements” in a
society. The elements identified, again, were based on observations and
introspection about what the societies, on which the received theories
were built, presumably possessed and what other societies, where the
“discrepancies” were found, did not. These theories, thus, not only
account for the discrepancies, but also predict how such discrepancies
would decrease or disappear as these “other” societies acquire certain
elements to become more like the societies on which the received theo-
ries were built. We may label this type of work as the macro-developmental
extension of recewed theories.

This theoretical extension takes the general form of setting up a
developmental scheme by which societies or macro-structures are
purportedly moving from one end of a continuum to the other. This
scheme then allows a claim that the observations and phenomena
observed in the construction of the received theories represent a more
“developed” phase, or toward the developed extreme of the continuum.
A theory is then proposed: that societies toward the less developed end
of the continuum show patterns and behaviors different from those in
the more developed end because they are less developed. When they
become more developed, or move closer to the societies on which the
received theories were built, their patterns and behaviors will fall within
the predicted realm of the received theories. It is an extension of the
received theories because they are taken as given, and as an anchor with
the conclusion that discrepancies tend to reduce as societies become
more developed.

Engines of development are identified and they usually presumably
reflect characteristics of the societies on which the received theories were
built. These are characteristics of Western Europe and North America,
in the 18th, 19th, and 20th centuries. Scholars can “theorize” what
these characteristics are. Prominent among them are industrialization,
Protestant movements, “modern” ways of thinking, democratization,
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civic society, globalization or global capitalism, gender and racial libera-
tion, and, especially, individualism and self-interest.

Once a theoretical extension is formulated, then discrepancies and
contingencies are explained away. Yes, these discrepancies are real, but,
in fact, they are anticipated from the developmental process. As the
society moves toward a more developed stage by abandoning the more
“traditional” elements and acquiring the more “modern” elements, such
discrepancies will decrease and eventually disappear.

These developmental theories face a further challenge, however. Once
a developmental engine is identified, it faces the possibility that even in
the 20th or 21st century the originating societies (i.e., Western Europe
or North America) do not bear consistent patterns and behaviors as
required by the theory. Also, certain discrepancies may persist even after
a less developed society has become more developed. To resolve this
tautological difficulty, the development theory evokes an ideal state and
its elements as the references of the end point along the “theoretical” or
hypothetical continuum. Thus, discrepancies discovered are now evalu-
ated relative to this ideal state and ideal patterns and behaviors, rather
than the originating states. These discrepancies merely reflect stages in
the developmental continuum. Since the end-point is an indeterminate
state, and thus an eternal moving target, when such discrepancies might
actually decrease or disappear is merely for conjecture and speculation.
In this manner, the persisting discrepancies constitute no challenge
threatening to falsify received theories.

Once these developmental theories become received theories them-
selves, Eastern scholars are further constrained in their scholarly prac-
tices and work. Persistent discrepant behaviors and patterns observed
no longer constitute ground for alternative theories. They merely allow
further specification of contingencies for the received theories.

With such a theoretical head-lock placed on them, it is no wonder
scholars in the East often feel frustrated when they contemplate theo-
retical contributions. However, individually and collectively, it might be
useful once in awhile to pause and “introspect” on the possibility of
alternative paradigms or theories. What we need not forget is the fact
that most of the received theories began with observations and intro-
spection. Induction not only helps clarify and modify received theories.
It is capable of providing the beginning of new theories. Such theories
do not happen often, as they should not. But chances are good that
new or alternative theories do begin with observations.
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RErATIONAL RATIONALITY: AN EASTERN THEORY?

The remainder of this essay will describe a recent effort made to
exercise the possibility of theory construction based on fragmented
but consistent observations regarding social exchanges as practiced in
the East. The “target” received theory is economic rationality, quite
dominant in both economics and sociology in the West. The argument
is very simple: humans are motivated to engage in exchanges not only
to achieve economic goals, which we do not deny, but also to achieve
relational goals. It is not appropriate to subsume relational goals under
economic goals as contingencies. For example, some have argued that
social exchanges are evoked because the market situation is imperfect.
Once the market becomes perfect, then social exchanges are no longer
needed. A developmental extension of this argument is that Eastern
societies, being less developed, have retained patterns of behaviors
from “traditional” societies where exchanges and transactions relied
on relations rather than markets. Relations are poor substitutions for
markets, thus guanxi in Chinese society, yonjool in Korea, or blat in Russia
(Ledeneva, 1998) should be seen as backward and even corrupted ways
of exchange. These exchanges, and the corruption and abuse would
disappear as Eastern societies become more market-oriented.

There is no denying that practices of social exchanges can lead to cor-
ruption and abuse, just as economic exchanges can, as well—just think
of recent and continuing practices of the Enrons and the Microsofts.
However, such negative possibilities should not be the cause to deny the
rationality of one while, at the same time, to insist on the rationality
of the other. After all, taking a free ride is possible and problematic in
both types of exchanges.

Much of what will be described below has been reported in a recent
monograph (Lin, 2001b; Chapter 9). Since it was initially introduced in
the West, the text necessarily draws on many received theories familiar
to that audience. In order to point to the potential contribution of
the proposed theoretical scheme, I was encumbered to demonstrate
that it indeed extends and exceeds the scope of received theories. It is
hoped, however, that the discussion will trigger echoes of experiences,
observations, and scholarships shared by many in this audience. For a
more intimate linkage of this analysis to its Eastern origin, the reader
1s referred to another essay on guanxi (Lin, 2001a).
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ExcHANGE: SociaL aNnp Economic ELEMENTS

Exchange, a central concept in sociological analysis, can be defined as a
series of interactions between two (or more) actors in which a transac-
tion of resources occurs. By this definition, exchange has two central
components: it requires a relationship between the actors, and it evokes
resource transaction. Thus, exchange is social in that the relationship
can be seen as interactions (Simmel, 1950) in which the action of an
actor during the process takes into account the action of the other
actor(s) (Weber, 1947: 111-115). The process can be seen as economic
since transaction of resources is typical of economic acts. Therefore, an
elementary exchange, evoking a relationship between two actors and a
transaction of resource(s), contains both social and economic elements.
It is useful here to refer to the relational aspect of the exchange as social
exchange and to the transactional aspect as economic exchange.

This distinction between the social and economic elements of an
exchange is often blurred in the research literature, due to the com-
mon co-occurrence of both elements. This is especially true for the
usage of the term social exchange. That social exchange is more than
social interaction is reflected in the understanding that social exchange
contains the added element of resource transactions. As a result of this
common usage, social exchange as a concept has been employed by
scholars who have selectively focused on one of the two elements in
their theoretical or research schemes.

The focus on the economic element in the discourse on social
exchange can be traced to Weber. While pointing to four types of
action (goal-oriented, valued-oriented, affectual and traditional action),
he concentrated his analytic effort on instrumentally rational (or rational
goal-oriented) actions, which are based on the calculation of alternative
means to the end (Weber, 1968: 25). Value-oriented action is deter-
mined by a conscious belief in the value (for its own sake) of some
ethical, aesthetic, religious, or other form of behavior independent of
its prospect. Both types of action are based on consciously regulated
comparison and choice—that is, on rationality (Misztal, 1996: 54).
The theoretical embedding of the transactional aspect of exchange in
rationality of action was thus identified.

This line of argument was brought home forcefully by George
Homans (1958), who clearly stated this position: “Interaction between
persons 1s an exchange of goods, material and nonmaterial. An inci-
dental advantage of an exchange theory is that it might bring sociology
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closer to economics—that science of man most advanced, most capable
of application, and, intellectually, most isolated.” For Homans, social
behavior or exchange? focuses on the gain (value) and cost for an actor
in the transaction; “the problem of the elementary sociology is to state
propositions relating the variations in the values and costs of each man
to his frequency distribution of behavior among alternatives, where the
value (in the mathematical sense) taken by these variables for one man
determines in part their value for the other.” Thus, the interests of two
actors in continuing interactions or the relationship are contingent on
the relative utility or pay-off to each in each transaction. Interest in
the relationship diminishes as the relative payoff (the marginal utility)
decreases. It is logical, therefore, for Homans to argue that “the prin-
ciples of elementary economics are perfectly reconcilable with those of
elementary social behavior, once the special conditions in which each
applies are taken into account” (1961: 68).

Blau’s (1964: 22) work on exchange also reflects this emphasis. While
admitting that social exchange may follow from social attractions, a
primitive psychological tendency left as exogenous,” the major theoretical
focus of his analysis is the linkage between transactions in exchanges
and the distribution of power. When an actor (ego) is unwilling or
unable to reciprocate’ transactions of equal values in an exchange
with another actor (alter), one choice available to ego to maintain the
relationship with the alter is to subordinate or comply with the alter’s
wishes—the emergence of a power relationship. Collective approval of
power gives legitimacy to authority, the backbone of social organiza-
tions. Thus, in his theoretical scheme, patterns of transactions dictate
patterns of relationships, and this fundamental microstructural process

? Homans sees social behavior “as an exchange of activity, tangible or intangible, and
more or less rewarding or costly, between at least two persons” (1958; 1961: 13).

# “The basic social processes that govern associations among men have their roots
in primitive psychological processes, such as those underlying the feelings of attraction
between individuals and their desires for various kinds of rewards. These psychological
tendencies are primitive only in respect to our subject matter, that is, they are taken
as given without further inquiry into the motivating forces that produce them, for our
concern 1s with the social forces that emanate from them” (Blau, 1964: 19).

* Reciprocity, in this case, and in many other sociological works, implies balanced
exchange or transactions of equal value (e.g., in price or money). This requirement for
interaction goes beyond Weber’s original conceptualization about social action, which
only requires taking the other actor’s interests into consideration. In that context,
reciprocity does not require balanced exchange.
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evokes, though not necessarily explains, the much more complex mac-
rostructural (organizational) process.

Coleman (1990: 134—135) carried this analysis further in his theory
of social action, in which social exchange is a means by which actors
with differential interests and controls over resources (events) negotiate
(through relative value of the resources one controls, or power) with
each other to maximize one’s control over interested resources (a new
equilibrium). The mechanism between exchanges and power seems quite
similar to Blau’s scheme, but the focus is on an actor’s maximization
of gain (control over interested resources) in this process.

By now, the sociological explication of the process of exchange seems
to have fulfilled Homan’s prophecy or design that sociology is being
brought very close, if not identical, to the economic stance on the cen-
trality of rational choices in economic behaviors. That is, given choices
in the market place, an actor will choose a transaction to maximize profit
(e.g., more reward at less cost). Neo-classical economists have realized
that certain assumptions of this profit-seeking theory are not likely to
be met in reality (perfect market, full information, and open competi-
tion), and have proceeded to specify conditions or institutions (bounded
rationality, transaction costs) under which profit-seeking behavior may
be moderated (Coase, 1984; North, 1990; Williamson, 1975). Many of
the same arguments and conditions have been adopted by sociologists
in analyzing organizational behaviors, power relationships, institutions,
and social networks and social exchanges, under the general rubrics of
neo-institutionalism or economic sociology.

However, the significance of relationships in exchanges has not been
ignored. From early on, anthropologists have paid attention to the
relational aspect of exchanges and argued strongly that many of these
patterns are not based on economic or “rational” calculations. For
example, Radcliffe-Brown (1952) described the exchanges among the
Andaman Islanders as “a moral one—to bring about a friendly feeling
between the two persons who participate.” Malinowski (1922) drew
sharp distinctions between economic exchange and social exchange (cer-
emonial exchange) in his analysis of Kula exchanges in the Trobriand
Islands. He suggested that “the real reward (of exchanges) lies in the
prestige, power, and privileges which his position confers upon him.”
Levi-Strauss (1949) cited studies by Mauss, Firth and other anthropolo-
gists in his argument that exchanges, including economic transactions,
are “vehicles and instruments for realities of another order: influence,
power, sympathy, status, emotion (and) it is the exchange which counts
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and not the things exchanged” (Levi-Strauss, 1969: 139). For example,
gifts are transacted between actors, but buying oneself a gift at Christmas
is quite meaningless (Ekeh, 1974: 47).

Among sociologists, Comte (1848) spoke of subordinating personal
to social considerations, and Durkheim refuted Spencer’s economic
assumptions regarding the development of social groups. None of
these scholars deny the implications of economic transactions in social
exchanges, but they also emphasize the supra-individual (Levi-Strauss,
1949) and supra-economic (Radcliffe-Brown, 1952) nature of social
exchanges and the significance of relationships. In each of these
schemes, the relational orientation to social exchange is demonstrated
in the commitment of specific actors to the exchanges on grounds other
than the utility of specific resources transacted.

How are the two perspectives on exchanges to be reconciled? Several
positions have been taken. One approach would simply dismiss the sig-
nificance of relationships in that any particular relationship is subjected
to the decision-making choice of maximizing or optimizing profit. When
a relationship generates a profit in transactions, it may be maintained;
when it does not, then it is not. However, most neo-classical economists
and their sociological allies take a moderate position, treating relations
as the necessary “transaction cost” or “calculative trust” (Williamson,
1985; 1993) in an imperfect market and under the condition of less than
full information. In this modified position, the relationship is recognized
but clearly subsumed under the transactional analysis.

Alternatively, relationship-inclined scholars have argued that rela-
tionships are necessary and significant because not all behaviors and
interactions are “rational.” This argument agrees that economic
behavior follows the principle of rational choice, but points out that
not all behaviors are economic, and thus rational. Social attractions
and attachments are primitive survival instincts rather than the result
of calculating alternative gains and losses. The problem here is that
rational choices are in fact seen as natural tendencies: rewards or
reinforcements elicit actions and transactions, and the survival of the
fittest. Consciousness or unconsciousness is irrelevant as this principle
applies to pigeons as well as to men (Homans, 1961: 80). Furthering
this analysis, it becomes problematic why some instincts are “rational”
and others are not.

Still another identifiable argument concedes, sometimes more implic-
itly than explicitly, that rationality applies to social exchanges; and that
there are rational principles other than the individual’s profit-seeking
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motive. Since human beings take into account each other’s interests in
interactions and exchanges, relationships may be maintained to accom-
modate this rationality. There are many sub-arguments along this line
of reasoning. Two seem quite pervasive in the literature. First, there is
the argument that social approval, esteem, liking, attraction and such
are important motives for exchange. Notably in exchanges where the
transactions are imbalanced, the reward for the short-changed actor
may be the approval, esteem, like, or attraction from the other actor.
In this case, these symbolic rewards, rather than material rewards
(and its generalized medium, money) usually identified with economic
exchanges, constitute meaningful rewards. However, for Homans, Blau,
and Coleman, such rewards are different in kind but not in nature.
Whether material or symbolic, as long as they represent value (or profit,
or interest), they are part of the rational calculation. Further, how such
values have been developed is irrelevant to the theoretical development
of social exchanges.

Second, another sub-argument is that human beings need trust
(Barber, 1983; Luhmann, 1979; Misztal, 1996). Trust may be defined
as confidence or expectation that an alter will take ego’s interests into
account in exchanges. It represents a faith that an event or action will
or will not occur, and such faith is expected to be mutual in repeated
exchanges. It is faith in morality. Misztal (1996) argues that trust serves
three functions: it promotes social stability (as a habitus), social cohe-
sion (friendships), and collaborations. In other words, its motive is to
maintain a group or community. Durkheim (1973) suggested that feel-
ings of obligation and altruism as well as moral pressure, which restrain
egoistic behavior, are the bases of solidarity. “Men cannot live together
without acknowledging, and consequently, making mutual sacrifices,
without tying themselves to one another with strong, durable bonds”
(Durkheim, 1964: 228). Durkheim strongly asserted the existence of a
moral element in social life, which may entail the sacrifice of rewards,
in quality and/or quantity, on the part of the actors.

If solidarity and community are fundamental elements in human
survival, why can they not be based on rational choices or economic
behaviors? Simmel attempted one response, positing that exchange
involves “a sacrifice in return for a gain (and exchange) is one of
the functions that creates an inner bond between people—a society,
in place of a mere collection of individuals” (Simmel, 1978: 175).
He adds, “without the general trust that people have in each other,
society itself would disintegrate, for very few relationships are based



50 NAN LIN

entirely upon what is known with certainty about another person, and
very few relationships would endure if trust were not as strong as, or
stronger than, rational proof or personal observation” (Simmel, 1978:
178-9). The functioning of complex societies depends on a multitude
of promises, contracts, and arrangements. Since “the single individual
cannot trace and verify their roots at all, (we must) take them on faith”
(Simmel, 1950: 313). Faithfulness, or loyalty, refers to the feeling of “the
preservation of the relationship to the other” (Simmel, 1950: 387). This
need for rules of interactions and trust in complex modern society is
clearly demonstrated in Parsons’ (1963) proposal that trust is the basis
for legitimating power so as to achieve collective goals and societal inte-
gration. Hechter’s (1983) analysis of group solidarity, likewise, advances
the rational basis for collectivity.

Luhmann (1988) further elaborates Parsons’ media theory and his
concept of symbolic generalization. Trust is seen as one of the general-
ized media of communication (others being love, money, and power),
and as such reduces the complexity of the world faced by the individual
actor by providing the capacity for “intersubjective transmission of
acts of selection over shorter or longer chains” (Luhmann, 1979: 49).
However, Misztal points out that “Luhmann is less forthcoming on the
issue of how this function of trust helps to explain the actual formation
of trust” (Misztal, 1996: 74).

The explanatory basis for trust, then, is the need in a complex soci-
ety for individuals to rely on rules that are accepted by many people
and would guide both interpersonal and impersonal exchanges—the
institutions. Without such consensual rules and trust in them, societal
functioning would cease. But Homans reminds us that “institutions,
as explicit rules governing the behavior of many people, are obeyed
because rewards other than the primary ones come to be gotten by
obeying them, but that these other rewards cannot do the work alone.
Sooner or later the primary rewards must be provided. Institutions do
not keep on going forever of their own momentum” (Homans, 1961:
382-383). By primary rewards, of course, Homans is referring to the
basic individual need for profit. Misztal agreed; “in Parsons’ theory the
significance of trust as a single explanatory device is clearly overstated.
The notion of trust, used as a substitute for familiarity, conformity and
symbolic legitimation, does not provide us with an effective instrument
with which to analyze social reality” (Misztal, 1996: 72). According to
Williamson (1985), unless cooperation also serves an egoistic motivation,
the practices of cooperation will be unstable. This means that a social
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order based on trust not grounded in self-interest will be unpredictable
and unstable, and, for this reason, trust is not always functional.

In summary, none of the arguments thus far which defend the
significance of relationships in exchanges, once the transactional
rationality is presented, seem satisfactory. What I will propose in the
remainder of the essay is another attempt to assert the significance of
relationships in exchanges. The argument begins with the premise that
rationality should be used as the basis for the theoretical development.
Rationality is not a matter of conscious versus unconscious behavior.
Nor does it rely on some norms or institutions; these come later. It
is also not based on an expectation of ultimate transactional balance
in the long run (e.g, repeated transactions will balance out gains and
losses. See Homans’ (1961: 80-81) refutation of these arguments for
treating elementary social behaviors as rational). Here, simply, an
exchange is seen as a process engaging two actors whose actions are
based on calculations of gains and losses and on alternative choices
in relationships and transactions. As long as such calculations and
choices are made, it is considered as rational. Further, I assume these
calculations and choices are self-interest based. This assumption does
not rule out considerations of collective interest. What is assumed is
that collective interest comes into calculation only when it is embedded
in self-interest—there is a self-gain if the collective interest is served.
What is not assumed is that collective interest, excluding self-interest,
drives calculations and choices.

TRANSACTIONAL AND RELATIONAL RATIONALITIES

The critical element, instead, is the ultimate pay-off: what kinds of
rewards or resources sustain or interrupt relationships and/or transac-
tions. There are two ultimate (or primitive) rewards for human beings
in a social structure: economic standing and social standing.” Economic
standing is based on the accumulation and distribution of wealth (as
indicated by commodities and their symbolic value representations,
such as money). Social standing is based on the accumulation and

> A third reward, political standing (or power), is also important, but probably not
as primitive as the other two rewards. Power or the process of legitimation reflects a
process by which the other two primitive rewards are preserved or gained. The rela-
tionships among wealth, reputation, and power (legitimation) emerge in the discussion
in this essay.
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distribution of reputation (as indicated by the extent of recognition
in social networks and collectivities).® Each standing reflects the ranking
of an individual relative to others in the structure over the command of
the “capital” concerned. Wealth, therefore, is a functional calculus of
the worth of commodities in terms of their value representation, money;
and reputation is a functional calculus of the worth of public aware-
ness in social networks in terms of its value representation, recognition.
Wealth is indicative of economic capital because the commodities and
their value representation can be invested to generate certain returns.
Likewise, reputation reflects social capital because the social networks
and their value representation can be mobilized to generate certain
returns. Through reputation, it becomes possible to mobilize the support
of others, for both instrumental and expressive actions. The capacity of
resource mobilization through social ties, or social capital, makes social
relationships a powerful motivation for individual actors to engage in
exchanges. Both economic and social standings enhance an individual’s
power and influence in the structure (over other members) and, thus,
the individual’s psychic well-being and physical survival, as well.

Economic standing and social standing are complementary in that
the former requires social legitimation and enforcement for its symbolic
value (money), and the latter builds on the economic well-being of the
group (or embedded resources in the network) in which the reputation
1s sustained. Without social enforcement, economic standing collapses;
and without collective wealth, social standing is meaningless. Yet, each
standing can be seen as an independent motive in exchanges. Exchanges
can be used to extract economic capital (resources through transactions)
or to extract social capital (resources through social relations).

Thus, transactional rationality drives the calculations of transactional
gains and costs in exchanges, and relational rationality propels the
calculations of relational gains and costs. Transactional rationality sees
relationships as part of transactional gain-loss calculations and relational
rationality sees transactions as part of relational cost-benefit calcula-
tions. Relational rationality favors the maintenance and promotion
of the relationship even when the transactions are less than optimal.
Transactional rationality favors the optimal outcome of transactions,

% The usual indicators of social standing include status (for position) and prestige
(for occupant) (see Lin, 2001b; Chapter 3). I adopt the more general term, reputation,
to capture both, as an overall esteem accrued to an actor by others.
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even if it is necessary to terminate specific relations. While both ratio-
nalities are enacted by actors in most exchanges, for a given society
at a particular time, institutions favor one rationality over the other,
allowing moral judgment on the relative “merits” of one type of capital
(economic or social) over the other. The remainder of this essay will
elaborate on these arguments.

RELATIONAL RATIONALITY ELABORATED

It seems intuitive, due to the natural law and natural instinct, to under-
stand the argument of transactional rationality—gain over cost in
transactions and maintenance and accumulation of resources through
transactions. Further, its calculation is helped enormously with the
generalized medium of money (Simmel, 1978). Gains and losses can
be counted, and credits and debts documented, with ease. Accounting
in relational rationality is not so easy or clear, even though Coleman
(1990) notes that social credits (or credit slips) are central to the notion
of social capital as well. In economic exchanges, not every episode is
symmetric or balanced in the trade of goods. Imbalanced transactions
incur economic credits and debts. However, it is strongly assumed that
the balance of credits and debts will be achieved in the long run, but
in a finite time frame, in repeated transactions.

In social exchanges where persistent relationships take on signifi-
cance, episodic transactions are not necessarily symmetric or balanced.
However, even in repeated transactions in a finite time frame, balanced
transactions are not required. The critical element in maintaining
relationships between partners is social credits (and social debts). In a
persistent relationship where transactions are not symmetric even in
the long run, the engaging actors are in an ever greater creditor-debtor
relationship—the tendency of one actor giving “favors” to another in
imbalanced transactions. While the debtors gain, why would the credi-
tors want to maintain the relationship and thus “suffer” transactionally?
It is argued that the crediting actor gains social capital in maintain-
ing the relationship. How? Presumably the creditor could call on (or
threaten) the debtor to repay the debt. But so long as the creditor
does not make such a demand, the debtor is perpetually indebted to
the creditor. To be able to maintain the relationship with the creditor,
the debtor is expected to take certain social actions to reduce the rela-
tional cost (or increase the utility of exchanges) for the creditor. That
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1s, the debtor should propagate to others through his/her social ties
his/her indebtedness to the creditor—a social recognition of credit-
debt transactions, or social credit given to the creditor. Propagation of
indebledness, or social recognition, 1s a necessary action on the debtor’s part
for maintaining the relationship with the creditor. It leads to greater
visibility of the creditor in the larger social network or community, and
increases general awareness (his/her reputation) that this is an actor
who is willing to take a transactional loss in order to sustain the well-
being of another actor in the community. The greater the social debt,
the greater is the need for the debtor to make an effort to disseminate
(recognize) the indebtedness. From the creditor’s point of view, imbal-
anced transactions promote the creditor-debtor relationship, and the
propensity to generate recognition.

Furthermore, two actors can maintain a relationship when both
become creditors and debtors to each other, as imbalanced transactions
over different kinds of commodities take place between them (giving
different favors to each other). Each, then, is expected to propagate
the favors rendered by the other in his/her social circles, thus promot-
ing recognition of 