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Abstract

Defined as the sectoral and spatial concentrations of firms, the cluster not only
provides firms with the benefit of rapid growth, but also provides a driving force for
the accumulation of competitive advantage of regions and nations. However, in reality,
not all firms grow rapidly in a cluster, and not all clusters grow rapidly. Therefore, it is
of great importance to understand the impact of cluster on the growth of firms, and to
explore how firms could develop better in the cluster.

In recent years, more and more researchers have realized the importance of social
capital in the growth of firms and clusters. As resource embedded in social networks,
social capital consist an indispensable resource for the growth of organization and the
source of competitive advantage. It helps the new firms to overcome the liability of
newness and smallness, provides firms with resources for further growth. As the
definition of social capital consists of micro and macro levels, involving the
perspective of social capital in firms’ growth in cluster could help us to better integrate
ideas from different schools in this field.

Although there are already some studies on the relationship between cluster and
firm growth, and social capital and firm growth, few studies have endeavored to put
social capital, firm growth and cluster in one comprehensive theoretical framework.
This dissertation tries to discuss the impact of social capital on the growth of
enterprises in the background of clustering. Cluster social capital can be divided into
two different levels. Beyond the individual-level social capital owned by individual
enterprises, there is also collective-level social capital in the cluster, which enable the
cluster to act as a collective actor. This dissertation includes two levels of social capital

in the same theoretical framework. The main research questions include the impact of
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different level of social capital on firm growth, the mechanism of the impact, and how
to effectively construct cluster social capital.

The methodology adopted in this study is mainly qualitative ones. The author
conducted field study in a shoe cluster (Cluster Y thereafter) in a township in X
province for more than two months. Using methods such as in-depth interviewing,
focus group, non-participatory observation, the author collected data from the township
and more than forty firms in the cluster. Then the data is analyzed with the method of
case study, network analysis, and comparative studies.

Since the 1980’s, Cluster Y had undergone a process of rapid developing and
declining, while the firms in the cluster also remained under-developed. The author
tries to explain this process from the perspective of social capital. It is found that the
firms in the cluster have been actively using individual social capital to get resources
such as funds, techniques, and customers. The entrepreneurs build up abundant
individual-level social capital by actively constructing personal social network. And
individual-level social capital did play a positive role in promoting the early growth of
firms. However, it is also found that, when the whole cluster is declining, no firms can
survive alone in the cluster. This has indicates the limit of individual-level social
capital and the importance of collective-level social capital.

The experience of other successful clusters shows that, once the firms within a
cluster can form a dense network of interaction, the capability of collective action in a
cluster will be greatly enhanced. Unfortunately, in Cluster Y, this type of collective
capital had never been observed. Firms in Cluster Y had never been able to build up a
good trust and norms for cooperation. Therefore, they had not built a dense network,
which limited their division of labor and cooperation, and also their capability to
acquire external resources. The lack of collective-level social capital is the main reason
why Cluster Y and the firms in it stopped developing.

The accumulation of collective-level social capital needs the endeavor of both
firms and government. For firms, they should construct collective social capital by
more altruistic actions. For the government, they should take active pleasures in
providing good institutional environment and public service in order to promote the

formation of cooperative networks of firms.
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Abstract

The theoretical and policy contributions of the study includes: Firstly, the study
clearly proposed the concept of cluster social capital, divided them into individual level
(resource) and collective level (capability), and discussed the relationship between the
two levels. Secondly, the study clarified the mechanism of the impact of collective-
level social capital in the growth of firms. The study emphasized that the growth of
firms is based on the combination of individual-level and collective-level social capital,
and the development of a cluster is based on the accumulation of collective-level social
capital. Finally, the study proposed some policy recommendations as for how to
construct cluster social capital.

Key words: Cluster, Cluster social capital, Individual-level social capital, Collective-

level social capital, Firm growth
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