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; In their 1992 study "Hunting for homo sovieticus: situational versus
b attitudinal factors in economic behavior," Robert Shiller, Maxim
| Boycko and Vladmimir Korobov investigated this important question:

‘ » "Have years of communist rule in former communists countries
produced a human character type that is virtually a different species in
‘ terms of its motivational stance toward economic activity?" If yes, then
ol this familiar claim would have dire implications for the prospects for
d transforming the economic. system in ex-communist countries to
‘ ' western-style free-market economy. It will take much more than just a

g system imitation to make the transition work. If not, then one would
know that people in former communist countries, as rational economic
‘ agents, would respond to incentives in a market economy in similar
bl ways as people in western countries. Therefore, the successful
E transition to a western-style free-market economy should just be a
L] matter of time.

Comparing survey data from Russia, Ukraine, former East Germany,
the United States, Japan, and former Western Germany, Shiller et al
rejected the common belief of the existence of "homo sovieticus,"
claiming that the differences in attitudes between former communist
B countries and western industrial countries were mainly situational
‘ rather than attitudinal. While attitudinal factors relate to psychological




190 Social Transition in China

Eri:l?;iioz:rsgla;ﬁty%fand t(}:lulture, situational factors relate to people
at affect them.! In other words i i,
: : ' , while attitudj
g;g:rences, if ex1st., are much more difficult to change, situat?oma11
~diferences would disappear as soon as the situation around the o
sucglhe_ls the economic system, has changed. people,
na, yet another communist country on i
t T © : its way of economj
zﬁj;r:dtr:ngs;’:gn,lwnh its unique cultural and historical backgro?ﬁi{c
ual economic reform rather than a s ’
: ; . ystem overh,
é}llt;(;ug?ﬂfh; economic reform in China has been quite successfillﬂ.
Chin thIsless o?s thae It(r)ng 'tvivay to go in the transition process Tﬂe
. ansition will depend on man; includi
the 1 y factors, incl
Sﬁ;nesgl p;ople s attitudes towards free-market economy. Do Ch}ln(il: :
un mi; e mﬂuence of Confucius doctrine for two thousand years ane;i
com lelrimt:.;plr(iic;k)ur%yl fo; more than forty years, have different ideas
0 al spirits, initiatives, leadershi tivati
willingness to take risks and ; bilties 2 hoir wester
assume responsibiliti i
counterparts, such as the Americans? ponsibilfes as their westen
smggitgurzfﬁs; (;)f th}[s stucclly was to collect up-to-date survey data on
es towards free market at five universities i
: ersities in
g:;fegszaltfu; Ifihlg'g,mand 9omparsehme survey with the data collected by
: ponio in Shanghai, China, and Mi
United States in 1992-932 Th Jers wou s06 whett
992-93. e researchers would like to see wheth
$§ ];cwtc;l se:'ctsJ oSf Chinese data led to consistent findings, when compareeé
ih ¢ njo’ .S. ddata. If yes, then the results of Hemesath and
P epgenersa 1siz'n;dy _;vouidﬂlie suptﬁorted and the conclusions would be
; 1L not, then either there were regional dif i
students' attitudes towards free i e e sitads b
‘ markets in China, or the attitud
changed in the past few ’ hie sty alons
] years, or both. The results of thi d
with other similar studies, can be u. dati ol o
: , sed as a foundation to devel
generalized and in-depth research j ar attitades
projects, such as popular attitud
towards free markets amon i e Honshi
g the general public, and the relationshi
. . ? Sh
between attitudinal factors and economic outcomes,” which will haxllz

direct implications for th i :
e !
reform in China. design and forecast of further economic
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usslltliger, }?ﬁifckc_) and 'Korobov developed a questionnaire of 36

21 testio Snsi,nac 1udeirslsglr;g various aspects of human behavior related to free
: s pinions concerning whether price ch i

attitudes towards income equali P ios comomne
: quality, popular theories conceming th

- . - - .. e

mmportance of incentives, inhibitions against exchange of money genvy
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or hostility towards business people and the tich, popular
upderstandings of the welfare effects of compensated price changes,
and expectations of future government interference. While some
questions probed public opinion on certain issues related to free
markets, most questions asked the respondents to consider some
imaginary situation that they might experience and to describe their
behavior in, or judgment of, that situation.

Shiller et al compared data collected from a random sample of 391
residents of Moscow and 361 residents of New York through telephone
interview in May 1990. They found some evidence that the Russians
were more Tesistant toward exchange of money and had less warm
attitudes toward business than their American counterparts. They also
found evidence that the Russians were a little more concerned that the
government may later nationalize private business. Other than that,
there were very little difference between the Russians and the
Americans in their opinions on price changes, income inequality, and
other aspects of free markets.

Because the differences they found between these two countries
concerning attitudes towards - free market were often small or
nonexistent, Shiller et al suggested that the pressing and immediate
problems facing former Soviet Union countries may be political and
institutional in nature, instead of problems with people's attitudes
towards free markets.

In 1992, Shiller and his colleagues extended their study by including
more questionnaires and administrating the questionnaires to more
countries. The major findings of their study were briefly reviewed at
the beginning of this paper.*

Interested in whether people's attitudes towards free markets might
have played an important role in China's successful economic
development and Russia's rélatively unsuccessful economic reform,
Hemesath and Pomponio extended Shiller and his colleagues' 1991
study to include survey data collected from 231 Chinese students in
Shanghai in 1992/93, 251 American students in Minnesota in 1992,
and 361 Russian students in Krasnodar in 1991, using the same
questionnaire developed by Shiller et al’

While similarities were found between Chinese and American
students' attitudes, particularly a shared interest in material gain and
belief in the importance of material incentives, there were also
significant differences. Chinese students were less comfortable with
market outcomes and more willing to support government intervention
in markets than Americans were. Also, Chinese students expressed
more doubts about the characteristics of business people than did their




192 Social Transition in China

American counterparts.

When compared to Russian undergraduates, Chinese students we
found to be less concerned about the fairness of market outcomes b{let
they were also more supportive of government interventions. Ru;sia
student§ were found to be more interested in material gain and mo .
supportive of business than their Chinese counterparts. A

Russian students, while generally expressed support for markets
tended to be less supportive of market outcomes than American
undergrz?duates. In particular, Russian students had different idean
abo_ut falrnf:ss, and less trust of government and business, compared ts
their Amerlcan peers. On the other hand, despite some misgivings, the
Russians seemed to be willing to actively participate in the ma;rket
qut of them were willing to accept market outcomes, even if the.
beheved them to be unfair. They were willing to accept even mor}el
mncome equality than American students. Hemesath and Pomponio’s
study suggested that the differences in the- attitudes towards free
markets among these three countries did not seem to be big enough to
be the main cause of different economic outcomes.

All these studies have rejected the notion that differences in people's
att1tude§ towards free markets were the main cause of differences in
economic success in different nations. However, the results of these
§tud1€s are more suggestive rather than definitive, due to the limitations

in samplmg and methods. Although it is possible to conduct a survey
on national representative samples, it will be very costly. Not all is
lost, though. The rule of inter-subjectivity states that if different
researchers, using different samples and/or methods, could come to the
same conclusion, then the conclusion is closer to the truth. It is the
purpose of this research to study another sample of Chinese students, at

a different location and a different tim i
e, to add some more informati
to the research in this area. o

Data and Methods 3

Data

Datg used in this study were from two sources. The Shanghai, China
gnd Minnesota, U.S. data were collected by Hemesath and Por’nponio
in 19_92-93, and their study was reviewed in the previous section
Details for their data collection procedures can be found in their paper. ¢

The gecogc% source was data collected in the summer of 1996 frofn
five universities in Guangzhou, China. The questionnaires originally
developed by Shiller, Boycko, and Korobov in 1991 were translated
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into Chinese and used in the survey. Under the supervision of an
international economics professor, college students went to five
universities to distribute and collect questionnaires.  The five
universities were Zhongshan University, Jinan University, Huanan
University of Science and Technology, Huanan Normal University, and
Guangdong Commercial College. The student investigators were
trained by the professor, and had experiences in doing similar field
surveys for academic or commercial institutions. Among 407 usable
questionnaires collected from the Guangzhou survey, 39% were
females, 81% from urban hometown, and 42% economics and business
related majors and 6.5% foreign language majors.
Analytical methods

The Guangzhou data were combined with Hemesath and Pomponio's
Shanghai and US data for the analysis. Two pairwise comparisons
were made, one was the Chinese versus U.S. sample, and the other was
the Guangzhou versus Shanghai sample. The Chinese sample was
composed of the Guangzhou and Shanghai sample. Probit (for
categorical dependent variables) and OLS regressions (for continuous
dependent variables) were used to control for the differences in factors
other than countries or regions, such as age, gender, academic major
(economics and business related, language, and others), and hometown
(rural vs. urban). “All "don't know" answers were treated as missing
values. The findings are presented in a way similar to Shiller, Roycko,
and Korobov's 1991 study, in which only the significant levels of the
selected variables in the multivariate analyses are presented along with
the corresponding descriptive statistics. The complete findings are
available from the authors upon requests.

Issues of interpretation
Situational vs. cultural factors

Shiller and his colleagues proposed the framework of situational vs.
attitudinal factors to interpret the results in their 1992 paper. Since
differences in attitudinal factors were mainly caused by cultural
differences, it refers to cultural factors. In this study, the questions
designed by them in 1991 were used before they proposed the
framework. Thus, the emphases of situational and attitudinal factors
were not straightforward in the questions asked in our study. The
researchers interpreted the results of the analysis with regard to
situational vs. cultural factors based on their judgment of the questions.
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China sample vs. U.S. sample

o Chmg and the U.S. have very different political, cultural, social, ang
onomic s_ystems.. Currently, the major difference is that China ’i '

an economic transition process, from a central-planning economy :om
n:atr)llcet economy. The U.S., on the other hand, has been in a rela‘dvela
stable markgt economy for many years. In addition, Chinese traditio ¢
Zalue.s, mainly a combination of a two-thousand-year old Confuc?lfl
ﬁc;c;;rmz ;lgiiicf;nrf}sr-p‘}:f-year clc?nlrlnunism ideology, are quite differeni

0 An ues, which are fostered b i

Chnstl'amty and reality of capitalist mechanism.’ Gi\}zlent I‘tl;e S)?icsir;;l: o
both s1tuat10ng1 differences and culture differences between these fvx?f
nations, the differences in people's attitudes could be caused by both °

Guangzhou sample vs. Shanghai sample

Guangzhou is a major Chinese city in southern China nearby Ho
Kong, and Shanghai is the largest industrial city in Chi;la located P
the east cqastal area of China. One important difference ’between tlin
twq cities is 'the Intensity of the economic reform. Guangzhou is in o :
?:f}“lj;he earliest "economic reform experimental zones," to Whii:lli
o ese government granted many special reform-policy privileges

? were not allowed in other areas in the early years of the economic
rcc}e orm.h Becau§e the market economy is developed earlier in
t hlrlangz ou than in Shanghai, and the Guangzhou data were collected

ec years later than the Shanghai data, the Guangzhou sample i
g)lclpected. to be more similar to the U.S. sample, compared tI()) thl:
; anghai san_lple. In additioq, people from Guangzhou and Shanghai

ave many different characteristics that constitute regional difference
These differences were taken into consideration during our analysis "

Student sample vs. general public sample 9

Compared with their counterparts in 50s, 6 '
Chinese _college students have changed th,eir O\SI’edzzds;gcse,mtogi)ys
communism-loyal to independent thinking.® Chinese with collen;
degrees have the most favorable attitudes towards the economgic
I}elzform, and are more willing to take risks in order to get the benefits

at are brought by the reform.’ Because of the economic reform.
social vglues of the general public in China also have shifted toward;
values in western countries, although not as much as the voun
educated generation. The' differences between the attitudes of chlegg
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students and that of the general public should be kept in mind when
reading the results.’

Results and Discussion

The results are presented in nine sections reflecting nine aspects of
students’ attitudes towards free markets. These nine aspects are: 1))
faimess of price changes, (2) government intervention, (3)
understanding of compensated price changes, (4) income inequality,
(5) exchange of money and money tradeoffs, (6) attitudes towards
business people and speculation, (7) work incentives and initiatives, (8)
risk taking, and (9) consumption and saving. In all the tables
presenting the results of our analysis, *%* are used to denote the two
parties of interest were significantly different in their answers to the
questions at o = 0.01 level, ** is significantly at =0.05 level, and * is

significant at =0.10 level.

1) Fairness of price changes

Questions B2, B11, and A9 were related to whether it's fair to raise
the price of a commodity when the demand of the commodity has
increased. Question B12 asked whether the factory had the right to
raise the price regardless of fairness, and Question 10 was related to
whether it's fair for companies to make large profits. Table 1 presents
the results of our analysis.

Most students, both in China and in the United States, thought it was
fair for sellers to increase the price of a commodity when the demand
of the commodity has increased. Furthermore, in both countries, even
more respondents seemed to think that the sellers had the right to
increase the price of a commodity when the demand has increased,
regardless of their perception of fairness. Most students also thought
that it was fair for businesses to make profits.

Although significant differences between the respondents in the U.S.
and in China existed in their answers to three of the five questions, the
magnitudes of the differences were rather small. Overall, the notion of
fairness of price changes seem to be neither country-specific nor

situation-specific. This finding is somewhat contradictory to the
findings of the 1991 study by Shiller et al with the Russia and U.S.
sample, where they found that the perception of fairness of price
changes were situation-specific, but not country-specific. They also
found that most respondents in their sample perceived the price
increase in flowers was unfair. Since the sample consisted of only
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Table 2. Resuits of questions related to government intervention
. al i -
Table 1. Results of questions related to faimess of price changes o us Guangzhou vs. Shanghai
ina vs. U.S.
i Sig.
N rf X . Guangzhou | Shanghai
Chinavs. U.S. Guangzhou vs. Shanghai China us. Sig 4% aon
_ *a% 63.7% 44.4%
China Us. Sig. Guangzhou | Shanghai Sig, B3. Favor gov. limit on flower price | 56.7% 9.9% o J
o . : . 16.8% &%
B2. Fair to increase flower price 80.3% 87.9% o 78.5% C# Favor gas rationing over taxing 17.1% 21.5% o — -
Fav 17.4%
S . 17.6%
B11. Fair to increase table price 78.5% 81.6% 81.9% 7. Gov. likely nationalize business 17.5% 7.4% e o - =
- C7. Gov. 44.5% 63.8%
B12. Factory has right to raise price | 81.5% 94.5% o 81.1% Gov. likely prevent use of | 52.4% 38.5% - :
B8. Gov.
C10. Fair to make large profit 79.4% 77.9% 81.8% saving
i . . increase in prices of flowers, even
AS. Fair to raise rent 80.8% 84.4% = 78.6% a rice case (see B2), should the government introduce limits on the in
the flower p ; inin;
o ol Brd SR o i Ty s o s o
: f - . D t wishes > C : i ample,

B2.0n a holiday, when there is a great demand for flowers, their prices usually go up. Is it fair for flower seller to rajse Ca. Su'i‘.wse S‘ ngi?s\;Cfuf.\l:n::vgmmt could prohibit gas stations froxlrixns:ll:\g ;?:;xof ggsoline would go up. From
their prices like this? 1S goat. ernment could put a tax on gasolmne,

BIL. A small factory produces kitchen tables and sells them at $200 each. There is so much demand for the tables to one p.crso?. S:wco ';f,;ﬂfff;m methods is better? ¢ will, in some way, nationalize (that is,
that it cannot meet it fully. The factory decides to raise the price of its tables by $20, when there is 10 change Hyo"'{{o;;tdz ;r;u think it is that in the next few years the g°"£nm:: the owners? Is such nationalization (1)
in the cost of producing tables. Is that fair? [or ow like . i ith little or no compens:

Bl2.  Apart from faimess, should the factory have the right 1o raise the price in this situation? take over) most pni‘{;:: F;Eﬁ;:yv:r impossible? . t few years will take measures, in one

C10. A small merchant company buys vegetables from some rura) people, brings the vegetables to the city, and sell quite likely or pi?ss our point of view, that the government in the “:Kki use of their savings? Is it (1) quite
them, making from this a large profit. The company honestly and openly tells the rural people what it j5 BS.  How likely is it, from y ent those who have saved a great deal from making -
doing, and these people freely sell the company the vegetables at the agreed price. Is this behavior of the way or momq&m lz;e)v unlikely or impossible?
company, makfng large profits using the rural people, acceptable from 2 moral point of view? likely or possible;

A9. A new railway lfnc makes travel between city and summer homes positioned along this rail line substantially
casier. Accordingly, summer homes along this railway become more desirable. Is it fair if rents raised on
summer homes there?

students, that there might be a generation difference in people's

hould set a limit on the
i ts thought that government s .
attitude. Overall, the reported evidence suggests that there is actually Clgnes\e gspo?:eghereasgonly B B e Amencan su;gi:ls
s o o e e e cheracterisically b ((i)f 't(;xwt]:elat, This difference could be both situational and cu the.
o Frs e j aéfl:l glough China is moving towards a mlarket ::::Z?Zimost
; o .
. ' overnment has dominated the production and s; es pr cess of & mes
e ) ill consumer goods and services for over orﬁrly gcono,my o
i ent intervention in the
Questions B3 and C4 asked about attitudes towards government proporntci)ri O%ﬁﬁi gt%::r;gple e the kgovemmelghﬁzsz
intervention. Questions C7 and BS were related to the possibility of : substantial. e idea that people 1o o or. cxmmple, s
reversing the reform process. Table 2 reports the results. The de§P rogt ;zfers a country as a family. In a country, pe:ople1 ; g‘:ey
difference in attitudes towards government intervention was quite philosophy ‘ e e s family, chldren ople
e i it s o1 i bas been gt sree et e I?cl)hviegveor when,it comes to the way government should use to
intervention in different aspects of live has been quite common, were parents. ,

significant difference between
much more likely to feel comfortable with that. More than half of the intervene the market, there were no sig
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these two countries. Most respondents favored a taxing approach over
a rationing approach.

There was also a difference between the Guangzhou sample and
Shanghai sample in their answers to Questions BS. This difference
reflects the different intensity of the reform process, both
geographically and chronically. Guangzhou students were more likely
than their Shanghai counterparts to welcome government imtervention.
This reflects people’s wish that government can deal with the problems
emerged in the development of the market economy. The problems
coming with the early stages of market economy, such as unfair
competition due to the lack of an established and enforceable legal
system, may be more serious in Guangzhou, which started the reform
process earlier than other parts of China. Also, the Guangzhou data
were collected three years later than the Shanghai data. As the reform
goes further, the problem with the lack of an effective legal system
becomes more and more serious, and people may turn to the
government for solving these intensified social problems.

(3) Understanding of compensated price changes

Questions C6 and B10 asked about the respondents' understanding
of compensated price changes. Table 3 presents the results. Answers to
the two questions were similar between the Chinese and American
students. With about one third of the respondents saying that they
would be worse off in that situation in both countries, economists
might wonder how good the assumption of our utility maximization
model is. Respondents in both countries seemed to be more
comfortable with the price increase of a single commodity than an
overall high inflation. .

Differences were found between the Guangzhou and Shanghai
sample, in which the respondents in Guangzhou seemed to be much
more reluctant to a compensated inflation, but less concerned about the
price raise of electricity. Note that the answers of Guangzhou students
were similar to their American counterparts, which implies that
Guangzhou students might have a better understanding about the
compensated price changes than students in Shanghai. This finding is
consistent with our expectation.
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Table 3. Results of questions related to the understanding of comp d price ck
Chinavs. US. Guangzhou vs. Shanghat
China uUs. Sig. Guangzhou | Shanghai Sig.
Cé.Better off or the same with | 63.3% 68.0% 66.4% 57.3% i

increase in electricity price &income

B10.Support high inflation & high | 46.7% 46.6% hid 40.3% §7.3%

income growth

ice of electricity rises fourfold, from 10 cents per kilowatt-hour to {0 cents per kilowatt-hour. No

. S?&S;r?:;:hange. Suppotsyc also that at the same time your monthly income increase by cxap?ly cnot;glli:a!!«:
pay for the extra cost of electricity without cutting back on any of your other e?(pchxturl&s. easch::/ aluate
how your overall material well being hz;ls h d ft\.Nt:»uld you your situation (1) somew]

; ¢; and (3) somewhat worse off. . .

BI10. S\;tgo(sze) !e:aatmeZot::r:?:s have (co)me to the conclusion that we could .subsu'mmally improve our ‘}sltzndacr; 2:;
living in the next year if we would be willing to accept a 30 percent 'mﬂauon rate (mcr;;se in : %:m of
g0ods by thirty percent). This would mean that our incomes would rise by more L.han percen!
could buy more goods at the new higher prices. Would you support such a proposal?

(4) Income inequality

Qélestions A4 and A10 were related to people's attitudes towar@s
income or wealth inequality. Table 4 reports the results of our analysis.
Chinese students were more likely to support a plan that would cause
great inequality than their American counterparts. The @ifferepce
mainly comes from situational factors. In China, the society is moving
from a fairly equal one to a less equal one, which is encouraged by ’Fhe
government. One of the reform slogans is “To let some people get rich
first.” This slogan is certainly welcomed by college students, who
likely will be in the rich group given their skills. In the U.S., the more
relevant issue is to decrease the gap between the poor and the r.1ch,
given income inequality is getting wider in recent years. American
students' answers reflected this situation.
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Table 4. Results of questions related to income inequality

Chinavs. U.S. Guangzhou vs. Shanghai
China us. Sig. Guangzhou | Shanghai | Sig.
Ad.Support reform with more | 73.3% 58.1% g 75.6% 68.9%
£ ) . 3 X .9%
inequality but nobody is worse off’ ’ ’
Al0.mean inheritance tax rate 45.2% 29.4% b 45.6% 44.4%

A4, Suppose the government wants to undertake a reform to improve the productivity of the cconomy. As a result,

everyone will be better off, Put the improvement in life will not affect people equally. A million people
gpeoplc w!l(; rup:rlnd energetically to the incentives in the plan and people with certain skills) will see their
Income triple, while everyone else will see only a tiny income increase, about one percent. W
support the plan? Y © ould you
Al0.  In your opinion, what inheritance tax rate for really wealthy people do you think we should have? A tax rate of
zero percent means that they can pass all of their wealth to their children, making them as rich as their
parents. A rate of 50 percent means that they can pass half to their children. A rate of 100 percent means that
they can pass none at all to their children.

w

Chinese students assigned higher inheritance tax rates than their
American counterparts (A10): Since inheritance taxes (or any kind of
personal income tax) are more common in the U.S. than in China,
Chinese students’ answers were more hypothetical. However, this
difference is a function of current situation in China and traditional
Chinese values. Although the gap between the rich and the poor in
China is much smaller than that in the U.S., the majority of Chinese are
struggling to fight high inflation with limited resources. Most Chinese
are not comfortable to see a minority of people who made a fortune by
ethnical or unethical business dealings. A psychology of envy does
exist.

The psychology of envy also has its roots in Chinese culture, and the
forty-plus years of central-planning economy have intensified that.
During the cultural revolution (1966-76), a popular slogan was: “We
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prefer the poverty of socialism to the wealth of capitalism.”
(5) Exchange of money and money tradeoffs

Questions A7, A8, and B7 asked about people's the attitudes towards
exchange of money. Question A6 was related to the tradeoffs between
money and time. Question B4 asked about the tradeoffs between
money and fame. Table 5 presents the results of our analysis. American
students were more likely to charge interests when loan money to their
friends (A7), and less likely to get annoyed by the exchange of money
for a place in a long line (B7). The differences reflect both situational
and cultural differences. Compared to U.S., the incidence and intensity
of exchange of money in China are still relatively low. It may be
commonly acceptable for American students to charge interest on a
loan to a friend, but for most Chinese, this would be considered "too
greedy.” The traditional Chinese values teach people that friendship is
priceless. Therefore, charging interest on a loan to a friend would be
placing money over friendship, and is therefore not acceptable to many
Chinese. In the case of Question B7, the person who offered his place
in the long line for money would be considered as "taking advantage of
the situation" and therefore considered "unethical" by many Chinese.
The differences in attitudes towards exchange of money are more
cultural than situational.

There was also a significant difference between the Guangzhou
sample and the Shanghai sample in their answers to Question A7. In
China, people from Shanghai have the reputation of being more
calculating in money matters than people from other parts of China.
The result from A8 is not expected, since people from Shanghai were
expected to be more likely to clarify financial matters with friends.
One possible explanation is that people from Guangzhou are more and
more influenced by the western style of money management due to the
economic reform, and due to its closeness to Hong Xong.

The results of Question A6 indicate that Chinese students were more
likely to trade money for leisure. The difference may be cultural since
the old Chinese tradition promotes that money is not the most
important thing in the world. The popular doctrine of "golden mean"
can be applied to the allocation of time between work and leisure. The
difference between these two countries can also be situational given
that Chinese people have longer average working hours than
Americans.
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Table 5. Results of questions related to exchange of money and money tradeoffs
China vs. The U.S. Guangzhou vs. Shanghai
China uUs. Sig. Guangzhou | Shanghai | Sig.
A7. Charge friend interest on loan 31.1% 36.5% ** 25.4% 41.1% b
A8. Count shared expenses with | 52.4% 56.3% 53.4% 50.8% hd
friends
B7.Annoyed at exchange of money | 50.2% 36.5% b 50.1% 50.2%
for place in line
A6. Would trade money for leisure 28.5% 13.0% o 253% 34.1%
B4, Favor fortune over fame 76.0% 65.0% e 75.9% 76.0%

AT7.Suppose you have agreed to lend a friend some money for six months, so that he will not miss a good opportunity
to buy a summer home. Suppose banks arc offering interest rates of three percent per year. Would you charge
him interest on the loan?

A8, If you went on a vacation with friends and there were a lot of shared expenses, would there be a careful
accounting of who spent what and a settling of accounts afterwards?

B7.  Youare standing in a long line to buy something. You see that someone comes to the line and is very distressed
that the line is so long, saying he is in a great hurry ans absolutely must make this purchase. A person at the
front of the line offers to let him take her place in line for $10.00. Would you be annoyed at this deal even
though it won't cause you to wait any longer?

AS6. Suppose that for certain reasons you are offered a 10 percent reduction of the duties you perform at your work
place with the following terms: Your work week will be cut by 1/10 (say you will have an additional half a
day free) but your take-home pay will also decline by 10%. If you take this offer, this has no other effects on
your prospects for promotion or relations with co-workers. Do you consider it attractive to have more free
time, but less money, so that you would take this offer, or would you decide to reject it?

B4, Which of the following achievements would please you more: (1) You win fortune without fame; you make
enough moncy through successful business dealings so that you can live very comfortably for the rest of your

life; (2) you win fame without fortune; for example, you win a medal at the Olympics or you become a
respected journalist or scholar.

Chinese students were more likely to prefer fortune to fame“than
their American counterparts. The difference reflects the current popular
"money making" mentality in China. Some students put remarks on
the margin of the questionnaire, which read "I want both fortune and
fame," reflecting the conflicting interaction of traditional value and

current popular mentality, since traditional Chinese values emphasize
fame over money.

(6) Attitudes towards business people and speculation
Questions C1, C9, C11, and C5 were related to people's attitudes

towards business people, and Questions C8 and B6 asked about
people's perception of speculation. Table 6 reports the results of our
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Table 6. Results of questions related to attitude towards business people and speculati
Chinavs. U.S. Guangzhou vs. Shanghai
China u.s. Sig. Guangzhou | Shanghai | Sig.

Cl. Friends nice to you if you | 92.3% 94.7% 92.5% 92.0%

become rich by business dealings

C9. Friends respect you less if you | 16.8% 8.6% ** 14.1% 21.4% i

are in own business

Cl11. Difficult to make friends with | 49.0% 14.2% s 51.6% 44.7%

business people

C5. Business people often dishonest | 58.6% 45.8% * 59.0% 58.0%

C8.  Speculation causes more | 47.4% 30.9% * 40.4% 59.6% e

frequent shortage

B6. Increase in coffee price caused | 49.7% 11.3% bl 60.8% 31.9% hehd

by speculators .

Cl.  Suppose that as a result of 1 busi dealings you pectedly become rich. How do you imagine it
would be received by your relatives at a holiday family gathering? Would they congratulatc. you and show
great interest, or would they be jud 1 and o sus? (1) They would show interest, would
congratulate. (2) They would be quiet indifferent. (3) They would be judgmental gnd contemptuous. .

C9. Do you think that if you worked independently today as a businessp and d profit, that your friends

and acquaintance would respect you less and not treat you as you deserve? . .

C11. Do you think that it is likely to be difficult to make friends with people who have their own business
(individual or small corporations) and are trying to make a profit?

CS. Do you think that those people why try to make a lot of money will often turn out to be not very honest pcupl:?'?

C8.  Grain traders in capitalist countries sometimes hold grain without selling it, putting it in temporary storage in
anticipation of higher prices later. Do you think this "speculation” will cause (1) more frequent shortagés of
flour, bread and other grain products; (2) no effect on shortage; and (3) shortage less comrfxon'..’ .

B6.  Ifthe price of coffee on the world market suddenly increased by 30 percent, whgt do you think is likely to be to
blame? (1) Interventions of some government; (2) Such things as bad harvest in Brazil or unexpected changes
in demand; (3) Speculators' efforts to raise prices.

analysis. Both Chinese and American students reported that p;ople
would be interested in them if they have a successful business.
However, the answers for the other three questions related to attitudes
towards business people indicate that Chinese students were more
likely to have a negative attitudes towards business peop}e, compared
to’ their American counterparts. The traditional Chinese va!ues
emphasize agriculture over commerce. A popular Chinege old saying
“no merchant is not cunning” reflects the common attitude towards
business. At the beginning of the Chinese economic reform, most
people who started their own business had low socia_tl status and were at
the margin of the social mainstream. Naturally, th_15 phqnomenon was
caused by their low opportunity cost. In addithn, since .the legal
system in China is not very effective, unethical busme§s dealings have
been quite common. Now that these people are rich, others who
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perceive themselves as in the mainstream are having a “sour grape”
mentality. The current popular saying of “only bad people has made a
fortune” reflects partly the reality and partly the jealousy mentality.

The results of Question C9 indicate that Shanghai students had more

negative attitudes towards business than their Guangzhou counterparts.
The difference can be regional given the special policy status of
Guangzhou. Also, people in Guangzhou have a long tradition of
owning small businesses. In addition, Guangzhou is also
geographically close to Hong Kong and Macao, and people in
Guangzhou have more relatives and friends who are business owners
overseas.

In China, speculation is related with unethical business people and
has a negative connotation. The negative attitudes towards speculation
among Chinese students were reflected in the answers in C8 and B6.
However, speculation has a neutral meaning in English, and sometimes
speculation is referred to as a technique or skill of doing business.
Thus, the attitudinal difference towards speculation is mainly caused by
cultural differences.

(7) Work incentives and initiatives

Questions Al, C3, A3, and A5 asked about work incentives.
Question B1 was related to personal work initiatives. Table 7 presents
the results of our analysis. The overwhelming majority of the
respondents in both countries thought material incentives were very
important for hard working, with Americans more likely to agree with
that compared to their Chinese counterparts (Al and C3). On the other
hand, a significantly higher proportion of Chinese students in the
sample seemed to agree that income equality and economic
development cannot coexist, given material incentives for hard-
working would promote development but create income inequality
(A3). This difference may be contributed to Chinese respondents'
witnessing of the failure of the old economic system where material
incentives were lacking.

Differences were found in the answers to A3 between the
Guangzhou sample and the Shanghai sample. Shanghai students were
more likely to support to think that there was a tradeoff relationship
between economic development and income equality. This finding may
be explained by regional and time differences between these two
samples. The difference in their attitudes may be a reflection of
dissatisfaction to the country's moving to greater income inequality, as
the reform furthers. ,
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Table 7. Resuits of questions related to work incentives and initiatives

China vs. U.S. Guangzhou vs. Shanghai
China us. Sig. Guangzhou | Shanghai Sig.
Al. Work harder if pay is related 92.1% 95.4% hod 91.2% 93.7%
C3. Good manager should be strict'| 58.2% 323% ok 59.1% 56.5%
in enforcing discipline and give
incentives to good work
A3, Agree with the tmdeoff | 75.9% 52.3% oan 71.7% 83.4% il
between equality and economic
development
AS. Important work benefits the | 81.6% 95.4% wnx 78.1% 74.6%
country
Bil. Well-motivated ecmployee is | 76.4% 92.1% ok 71.5% 87.6%
better than do-as-told employee

Al. Do you think that people work better if their pay is directly tied to the quantity and quality of their work?

C3.  Which of the following qualities is more important for the of a company? (1) The much show
good will in his relation to workers and win their friendship. (2) The manager must be a strict enforcer of
work discipline, giving incentives to hard workers and punishing laggards.

A3, Some have expressed the following: "It's too bad that some people are poor while others are rich. But we can't
fix that: if the government were to make sure that everyone had the same income, we would all be poor, since
no one would have any material incentive to work hard." Do you yourself personally agree with this theory?

AS.  Isitimportant to you that your work benefits the country, and is not just to make money? (1) Very important or
somewhat important, (2) Not important.

Bl.  In your opinion, which of the following statements is closer to the truth? (1) An employee who works hard and
has the best interests of the business at heart can be worth twice as much to his/her company as a less well-
motivated employee; (2) As a rule, an employee should generally do just what she/he is told-trying to do
much more is likely to do more harm than help.

Question A5 asked if benefiting the country was one of the working
incentives: While the American students were more likely than their
Chinese counterparts to say yes, the magnitude of the difference was

" quite small. The answers to this question indicate an important value

change for Chinese students, since Chinese were taught at young ages
that work was for the country but not for oneself. The findings in this
question indicate that Chinese students have adopted western values
regarding working incentives.

-'American students were more likely than their Chinese counterparts
to -value individual initiatives at work. The difference is both
situational and cultural. Under the central-planning economic system,
work initiatives were not considered desirable in China. Even in the
early years of the economic reform, college graduates had to wait for
the government to assign a job instead of looking for jobs by
themselves. For the same reason, it was hard for a person to change
jobs. In addition, Chinese tradition values call for the obedience to the
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leader and teach the idea of “static is better than dynamic. ” These
would discourage individual initiatives at work. However, even with
the above factors, over three-quarters of Chinese students supported the
statement that encouraged individual initiatives, indicating that people's
attitudes have been changing.

(8) Risk taking

Question C12 and BS asked about people's willingness to take risks.
Table 8 reports the results of our analysis. American students were
more likely to take risks in the job market, but less likely to take risks
in investment. This may be caused by different opportunity costs
associated with these two types of risks in these two countries. In
China, job securities used to be guaranteed under the central-planning
economy system, and in many cases, it still is. Therefore, the
opportunity cost of given up a guaranteed job is quite high.
Furthermore, even though current college graduates are not very likely
to get permanent jobs, the psychological costs of changing jobs are
probably higher for Chinese given what they were used to in the past.
On the other hand, in the U.S., most jobs don't come with a guaranteed
job security, therefore, the opportunity cost of trying another job is
much less. However, when it comes to money investment, the
opportunity cost in the U.S. may be higher than that in China. In the
U.S., the financial market is well established, and people could easily
invest in stocks, bonds, mutual funds, and other investment
alternatives. In contrast, in China, stock-trading just got started couple
years ago and the risks involved in investing in stocks are much higher
than that in the U.S. given that the financial market has not yet well-
established and inside trading is rather common. Therefore, the
opportunity cost of investing in a friend's risky business is much higher
in the U.S. than in China. v :

When comparing to Guangzhou' students, students.from Shanghai
were more likely to take risks both in the job market case and the
investment case. As argued earlier, there is a regional difference
between people from Shanghai and from other parts of China when it
comes to money management matters. Also, the Shanghai universities
where the students were interviewed were considered to be better
quality universities than some of the Guangzhou universities, therefore,
the Shanghai sample might be more confident in their ability to success
under an uncertain situation.

Student Attitudes toward Free Market 207

Table 8. Results of questions related to risk taking

Chinavs. U.S. Guangzhou vs. Shanghai

China Us. Sig. Guangzhou | Shanghai Sig.
Ci2. Take a new job with | 86.6% 91.6% had 82.3% 93.5% hdad
uncertainty
BS. Invest in a risky business 46.8% 32.6% hid 43.6% 52.1% i

Cl12. Imagine you arc offered 2 new job that increased your salary by 50 percent. The new job is no more difficult
than your present job, but not everyone is good at this line of work. It would um out that after a year or two
in this new job, you will be told that you are not doing well in the job and \.mll_ be !ct g0. Your chances of
keeping the job and your changes of losing the job arc about equal. Given this situation, would you take the
risky, high-paying new job? In answering, assume that if they let you go, you could, after some time, find
something more or less similar to your old job. L . . .

BS.  Suppose that a group of your friends are starting 2 business that you think is very risky and <_:ould fa.:l but might
also make investors in that business rich. Would you be tempted to invest a substantial portion of your
savings in it?

(9) Consumption and saving

_Question C2 was related to conspicuous consumption behavior.
Questions A11 and A12 asked about saving behavior. Table 9 reports
the results of our analysis. Surprisingly, American students were more
likely to report conspicuous consumption behavior than their Chinese
counterparts since conspicuous consumption is an important social
problem in today's China. Most of the newly riches would use any
available means to show off their wealth. Ordinary people celebrate the
major events in their lives, such as wedding, new birth or death, by
inviting many guests and holding fancy ceremonies. It is mnot
uncommon for people to spend more money than what they can afford
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Table 9. Results of questions related to consumption and saving

Social Transition in China

Chinavs. U.S. Guangzhou vs. Shanghai
China us. Sig. Guangzhou | Shanghaj Sig.
C2. Would by extravagant items 46.6% 61.4% b 35.6% 64.1% *
.6% 1% b

All.Saved money last year

48.8%

70.9%

43.8%

58.1%

A}z. Saved because buying the
thing wanted takes too much effort

7.5%

2.5%

6.0%

10.5%

Al2. Saved for retirment or
emergency

8.5%

6.5%

9.5%

6.6%

Al2. Saved to buy durable goods

18.5%

31.5%

15.5%

24.3%

Al2. Saved for better things in the
future

43.0%

16.5%

46.7%

35.9%

-

c2 If );o:’ ever becam‘ e rich, would you really like to spend some of the mon
ALl Dc1 othes, expensive cars, or other extravagant items that make an impressi
A12' th you save any money from the income you eamned last year?
A ich of the follow}ng is the best explanation why you saved? (1) Because t
too much effon._ I just couldn't spend the money; y oy

ey by purchasing really fashionable
on on people?

for these‘ events.  Even among college students, conspicuous
consumption behaviors, such as purchasing brand name clothing
eating in luxury restaurants, and entertaining in expensive kola-oka;j
clubs, have been observed. The motivation of suchibehavior is related
tcc:) Chmetsie idea!i of "peer comparison" and “nJot losing faces. "
omparative merican i ical a
porparaive c)};zlosing faCesf.Jeople are perceived as more practical and
. The unexpected result might be caused by several reasons. First
since the Ch_ma sample only consisted of college students who were no;:
rich at the time of the interview and were much better educated than
mos't of the ngwly riches in China, they might be aware that show-off
one’s wealth is putting oneself in a lower-status and less-educated
group. Furthermore, even if they would engage in this kind of
conspicuous copsumption'behavior, Chinese were more reluctant than
Americans to give socially undesirable answers, Second, the question
asked used as examples expensive cars and houses, wh’ich are items
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that are quite rarely purchased by private individuals in China. The
students in the sample might have other more pressing needs in their
mind if they do get rich in the future.

The observed difference in comspicuous consumption behavior
between the Guangzhou sample and the Shanghai sample might be
regional. People from Shanghai are perceived to pay more attention to
their appearances than people from other parts of China. One popular
perception is that people from Shanghai prefer clothing to food, but
vise versa is said people from Guangzhou.

When it comes to saving behavior, American students were more
likely than Chinese students to report saving, which is counterintuitive
since the saving rate in China is much higher than that of the U.S.
However, the difference lies in the limited resources of Chinese
students. Unlike American students, Chinese students usually do not
work part-time when attending school. Some Chinese students wrote
on the questionnaire: "How can I save if I do not earn money?" In
China, it is common that the college expenses are paid by the
government and/or parents, although the situation is changing now.
More and more colleges require families to pay a larger portion of the
expenses, and students are starting to have part-time jobs. Some of 4
them even made fortunes when doing business as college students.

The percentage of respondents who saved last year was significantly
different between the Guangzhou sample and the Shanghai sample,
with a higher percentage of students in Shanghai reported saving
behavior. Again, this may be explained by the regional differences in
China, where people from Shanghai are well known for their better
skills of financial management. )

In term of the incentives of saving (A12) , the major differences
were shown in options 3 and 4. While American students were more
likely to report saving for specific future expenses, Chinese students

“ were more likely to report saving for "better things in the future."

These differences are mainly situational, reflecting a lack of
availability of high-quality, yet fairly affordable durable goods in the
Chinese market. In addition, the example used in this question was
again vacation homes and cars, which were not commonly consumed
by private individuals in the current China.

Conclusions and Implications
This study reported the results of a new survey in Guangzhou,

China, on student attitudes toward free markets. Combined with data
collected by Hemesath and Pomponio in 1992-93, this study compared
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Chinese students' attitudes with that of American students, while
looking at regional and chronological differences in China at the same
time. The following significant and substantial differences are found in
the attitudes towards market between Chinese and American students:

(1) Compared to American students, Chinese students were much
more comfortable with government intervention. However, when it
comes to the method of intervention, students in both countries favored
a taxing approach than a rationing approach. This difference is
attributed to both situational and cultural factors.

(2) Compared to American students, Chinese students were more
likely to support a reform plan which will bring greater income
inequality. This difference is atiributed to situational factors.

(3) Chinese students were less likely to feel comfortable with
exchanges of money, compared to their American peers. However,
Chinese students were more likely to favor fortune over fame, which is
anti-tradition. Chinese students were also more likely be willing to
trade money for leisure. These differences are attributed to both
situational and cultural factors.

(4) Compared to American students, Chinese students were more
likely to have a negative attitude towards business people, and a
suspicious attitude towards business speculations. This difference is
attributed more to cultural factors than situational factors. ’

(5) Compared to their American counterparts, Chinese students were
more likely to think that there is a tradeoff relationship between
economic development and economic equality. They were also less
likely to value work initiatives, and the idea of contributing to the
society is less likely to be important for them. This is mainly attributed
to situational factors.

(6) Chinese students were more likely to take risks in financial
investments, but less likely to take risks in the job market, compared to
their American peers. These differences are attributed to situational
factors. b

(7) Compared to American students, Chinese students were less
likely to save. The main reason for saving for Chinese students were
for "better things available in the future," whereas for American
students, the main purpose of saving was to buy a car, a house, or other
durable goods. These differences are mainly attributed to situational
factors. -

When comparing the Guangzhou sample and the Shanghai sample,
the following significant and substantial differences are found:

(1) Students in Guangzhou were more likely to welcome government
intervention in controlling prices, compared to students in Shanghai.
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This is mainly atiributed to chromological differences of these two
samples.

(2) Students in Shanghai were more likely to think that there is a
tradeoff relationship between economic development and income
equality, compared to students from Guangzhou. This is mainly
attributed to regional differences.

(3) Compared to students from Shanghai, students in Guangzhou
were less likely to be willing to take risks, both financial risks and job
risks that is also attributed to regional differences.

(4) Compared to students from Shanghai, students in Guangzhou
were much less likely to say they would engage in conspicuous
consumption if they became rich. They were also less likely to save
money. That is mainly attributed to regional differences.

Among other findings, this study confirmed Hemesath and
Pomponio (1995)'s conclusions that Chinese students were more
willing to support government intervention in the markets than
Americans were, and had a more negative attitude towards business
people. All the findings in this study suggest that the differences
between students in the U.S. and in China are both situational and
cultural, yet situational differences are more prevalent. The differences
between the Guangzhou sample and the Shanghai sample are mainly
regional. :

The findings of this study may be used to understand Chinese
people’s perceptions of current situation in order to predict their
reactions to further economic policy changes. Apparently, since
cultural differences do exist, it is important for Chinese policy makers
to incorporate traditional Chinese values into the economic reform
process, not to exactly copy the western-style market economy system.
On the other hand, Chinese students in the sample had very similar
attitudes towards many aspects of free markets, such as the perception

. of the fairness of price changes, therefore, borrowing part of the

western-style market economy system should have a positive effect.

" While effective legal system is eminently needed in China to maintain

order and ensure fair competition in business, education is also
necessary to change people's negative perception towards business
people. The differences between students' attitudes towards
government control of prices in the Guangzhou sample and the
Shanghai sample should be alarming. If the inflation rate keeps on
reaching double digits, people's attitudes towards the economic reform
and the role of government might change in an unfavorable direction.
The findings of this research, along with results from previous studies,

can be a starting point for research Chinese people attitudes and
-
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behavior in a radically changing social system. Based on the findings,
future research should develop questionnaires that apply to the general
Chinese population. Future research is also needed to develop
variables related to economic outcomes or performances, along with
variables measuring attitudes. Future research should also fully utilize
the framework of situational versus cultural factors for their research
design.
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