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China is traditionally regarded as a collectivistic society, in which the linkage
between individuals is close and strong; people treasure tradition, benevolence, and
conformity. However, as a result of economic growth and modernization processes,
China is undergoing a dramatic cultural and social transformation from a collectivistic
society to one which embraces some aspects of individualistic and materialistic society.
This research examines how Chinese consumers’ changing value systems affect their
modern consumption behavior through mediating variables of consumption values.

An intercept survey was conducted in a large shopping center and three office
buildings in downtown Shanghai during a two week period in 2005. A total of 714

respondents participated in the survey; the data from 695 usable respondents were



included in the data analysis. Exploratory factor analysis was first conducted for
preliminary analysis to examine and to reduce the data. Then, a two-step structural
equation analysis produced a measurement model and a structural model to confirm the
structures of constructs and to examine the causal relationships among constructs.

The current study found that modern Chinese consumers are pursuing
individualistic goals as well as collectivistic goals. It was also found that individualism,
collectivism, and materialism were all positively related to the consumption values, i.e.,
functional value, social value, emotional value, and epistemic value. The results showed
that collectivists held stronger connections with each of the four consumption values than
did individualists. Individualistic-oriented individuals were comparable to collectivistic-
oriented people in putting more emphasis on emotional value than on functional, social,
and epistemic values. People high in materialistic-oriented value generally had stronger
positive relationships with consumption values than did individualistic-oriented and
collectivistic-oriented individuals. For materialistic consumers, emotional value was the
most essential attribute. This research found that social and epistemic values were found
to relate to consumer modernity positively; functional, emotional and epistemic values
were found to significantly affect modern consumption behavior.

It is believed that this research will provide insights concerning the changing
Chinese consumers’ value system and their consumer behavior. This research will help
multinational marketers develop effective market strategies to serve China’s expanding
market; the expanded market options will also help Chinese consumers by improving

their standard of living.
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CHAPTER I. INTRODUCTION

Since the introduction of economic reforms and an open door policy in the late
1970s, the Chinese economy has enjoyed rapid growth over the past two decades. After
an average 9% annual growth rate for more than 20 years, China’s gross domestic
product (GDP) has reached 13.65 trillion Yuan or over 1.65 trillion US dollars in the year
of 2004, ranking seventh in the world (The World Bank, 2005). Some researchers
predict that China’s GDP will surpass that of the United States by the year of 2015, even
without taking the economic strength of Hong Kong and Macao into consideration (Li,
1998).

Influenced and mediated by its increased affluence and ongoing modernization
process, China is now experiencing a major change in its cultural and social value
systems as well. China is primarily regarded as a collectivistic society, in which people
pursue the balance between “Yin” and “Yang”, and stress spiritual harmony. This
traditional thinking originated from Confucian philosophy. Confucianism assumes that
the life of each individual is only a link in that person’s family linkage, and that an
individual is a continuation of his or her ancestor (Lu, 2002). This teaching puts one’s
family right in the center of one’s entire life, and emphasizes the harmonious relationship

between the individual and the social group he/she belongs to.



However, the ongoing economic development has had a dramatic impact on
Chinese individuals’ values and value systems. A study of Shanghai youth, media, and
cultural identity revealed that the young generation uses media strategically to achieve a
range of individual objectives (Weber, 2001). In doing so, the youth engage
individualistic values of ambition, progress, change, wealth, and materialism within a
foundational framework of Chinese collectivist values of harmony, responsibility, and
sacrifice for realistic purposes relating to personal, business, educational, and social goals
(Weber, 2001 & 2002).

China is also experiencing a consumer revolution. The World Factbook (2005)
estimates that Chinese consumers’ purchasing power would reach US$7.3 trillion in
2004. Given the advantage of economic growth, more and more consumers are able and
willing to buy more goods and services at higher prices on a sustained basis which
significantly influences suppliers to respond by satisfying consumer demands at lower
prices and with greater choices; these in turn, service as a powerhouse for more consumer
spending.

Among these profound changes of cultural, social and economic values, there
exists a rapidly growing and influential group in the big cities of Shanghai, Beijing,
Shenzhen and Guangzho. This is the group that has most benefited from China’s
economic reform; it encompasses people from all walks of life, from celebrities, senior-
level government officials, entrepreneurs, employees of joint ventures, professionals,

skilled technicians and service workers. The average yearly earning of this group is from



US$2,500 to USS$ 10,000 (Frederick, 2002). These Chinese consumers are traveling
around the world, drinking Starbucks coffee, using Estee Lauder cosmetics, and carrying
the latest Motolora mobile phones. Although the government is still reluctant to use the
word “middle class”, preferring to use the words such as “white-collar” or “middle
incomer” to describe these groups of people, the growing predominance of the middle
class in China’s society is notable (Frederick, 2002).

Researchers suggest that for consumerism to be effective, a society needs a
critical mass of middle-class to spearhead the consumerism movement (Ho, 1997).
Middle-class consumers play a major role of consumerism because these are the people
who are most capable of feeling and expressing their dissatisfaction in the exchange
process and thereby bring consumerist activities to the society (Ho, 1997). What does all
of this mean for the multinational-marketers who have long dreamed of selling products
and services to each of China’s 1.3 billion consumers? Can those marketers find such a
nationwide consumer market composed mainly of the middle class as in the U.S., Japan,
and other developed countries?

Those who have thoroughly researched China’s market potential understand that
the consumption behavior of Chinese consumers tends to vary greatly according to
regions, cohorts, and social class (Cui, 1997; Wu & Wu, 1997; Li, 1998; Chow, Fung &
Ngo, 2001). Considering that nearly 70 percent of the Chinese population is still living in
rural areas and is considered to have low income and standards of living, and that many

city residents are not earning enough to afford imported luxuries, the middle-class



consumers who can afford imported consumer goods and services is limited to 65
million, about one-twentieth of the national population (Frederick, 2002). By Chinese
standards then, members of this middle class are still a tiny minority. Their rapid
expansion in numbers over the past two decades, the degree to which they have benefited
from economic reforms, their optimism about the future, and the extent to which they
influence Chinese culture and society, make them far more important to economic

success than such statistics might indicate (Frederick, 2002).

Objectives of This Study

McGregor (2000) contended that a country’s cultural values have much to do with
the values that will develop among consumers in that culture. Peter and Olson (1987)
argued that understanding the underlying social value shifts is critically important to
understanding current and future consumer behavior. Although cultural and social values
have been studied in different areas of applied psychology, such as charity contributions
(Manzer & Miller 1978), media usage (Becher & Connor, 1981; Rokeach & Ball-
Rokeach, 1989), religious behavior (Feather, 1986), the tendency to smoking and drug
usage (Toler, 1975; Grube, Weir, Getzlaf & Rokeach, 1984), and political preference
(Rokeach, 1973; Tetlock, 1986), few studies have reported the relations of cultural and
social values to consumer behavior. Yet when some researchers attempted to relate the
values to consumer choices, the results were not encouraging (Munson, 1984; Tse, Wong

& Tan 1988).



In an effort to better understand how the cultural-social value transformation is
shaping and reshaping Chinese consumers’ attitudes and consumer behaviors, this study
introduces the mediating factor of consumption values. It is expected that consumption
values play a crucial role to bridge consumers’ underlying cultural-social value systems
and their consumer behavior. Therefore, the primary purpose of the current research is to
examine how Chinese consumers’ changing value systems affect their modern
consumption behavior through mediating variables of consumption values. The two
specific research objectives are as follows:

1) To examine the extent to which the cultural-social value system the Chinese
consumer consumers have, for instance collectivism, individualism, and
materialism, influence their consumption values.

2) To examine the extent to which consumption values held by Chinese
consumers affect their consumer attitudes and consumption behavior.

It is believed that this research will help multinational corporations to better
understand how individual consumers cope with economic growth and market system
changes, and how cultural and social values impact consumers’ consumption behavior in
Chinese society. Multinational marketers, therefore, can gain insights of changing
consumer behavior and design effective strategies, accordingly, to serve China’s
expanding market.

This research is also considered to benefit consumers in both developed and

undeveloped countries. Today, as a result of even wider and more intense globalization,



the world is getting smaller and more interdependent. Consumers in the developed
countries can benefit through buying foreign goods at a lower price and higher quality,
and that improves their standard of living. Consumers in the undeveloped countries can
also benefit from the economic development in their countries, which can also improve

their standard of living.



CHAPTER Il. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
This chapter is presented in three sections. The first section reviews the literature
and provides a theoretical framework for the study of Chinese consumers’ changing value
systems, consumption values and modern consumption behavior. The second section
introduces the conceptual model. The third section explains the hypothesis development

process.

Review of Literature

Values and Value System

Rokeach (1968, 1973) defined value and value system as follows: “a value is an
enduring belief that a specific mode of conduct or end-state of existence is personally or
socially preferable to an opposite or converse mode of conduct or end-state of existence.
A value system is an enduring organization of beliefs concerning preferable modes of
conduct or end-states of existence along a continuum of relative importance”. According
to Rokeach (1973), there are two kinds of end-state existence or terminal values: personal
and social. People vary reliably from one another in the priorities they place on such
social and personal values; an increase in one social value will lead to an increase in other

social values and decreases in personal values. Conversely, an increase in a personal



value will lead to increases in other personal values and to decreases in social values. In
terms of the two kinds of modes of conduct or instrumental values, i.e., moral values and
competence, the competence values have a personal, rather than an interpersonal, focus
and do not seem to be especially concerned with morality.

One of the most important concepts in Rokeach’s (1973) theory of values and
value systems is that, after a value is learned it becomes integrated into a value system in
which each value is ordered in priority with respect to other values. This value system is
believed to be an important tool that the individual uses for conflict resolution and
decision making. Since most situations in life will activate more than one value and often
involve a conflict between values, the individual relies on his or her value system to
resolve the conflict so that self-esteem can be maintained or enhanced. Therefore, a
value system, rather than a single value, provides a more complete understanding of the
motivational forces driving an individual’s beliefs, attitudes, and behavior (Kamakura &
Novak, 1992).

Rokeach (1968) argued that the variations in personal, societal, and cultural
experience not only generate individual differences in value systems, but also lead to
individual differences in the stability of the value systems. Both individual differences in
value systems and differences in stability can reasonably be expected as a result of
differences in such variables as intellectual development, degree of internalization of
cultural and institutional values, identification with sex roles, political identification, and

religious upbringing. In arguing the importance of the value construct over the attitude



construct to consumption behavior, Rokeach (1968) found that values are determinant of
attitudes as well as of behavior, i.e., values seem to proceed to attitudes. Additionally,
since it is assumed that an individual possesses many fewer values than attitudes, then
using the value concept is a more parsimonious way of describing and explaining the
similarities and differences among individuals, groups, nations, or cultures (Rokeach,
1968; Long & Schiffman, 2000).

Given that values and value systems are important principles guiding individuals’
attitudes, judgments and actions, they have been used in consumer research to explain a
variety of consumer behaviors including automobile purchasing (Henry, 1976; Vinson &
Munson, 1976), leisure activities (Jackson 1973; Beatty, Kahle, Homer & Misra, 1985),
media usage (Becher & Conner, 1981; Ball-Rokeach, Rokeach & Grube, 1984), clothing
attributes (Prakash, 1984), and durable goods ownership (Corfman & Lehmann, 1991).

The most commonly used methods for measuring value and value systems are the
Rokeach’s (1973) Value Survey (RVS), Mitchell’s (1983) Values and Life Style (VALS)
and Kahle’s (1983) List of Values (LOV). The Rokeach Value Survey (RVS) is designed
to measure two sets of values; one set consists of eighteen terminal values, and the other
consists of eighteen instrumental values; both of them are measured with ranking scales.
Respondents are presented with a set of terminal or instrumental values and asked to rank
them according to their importance on their lives. Values and Life Style (VALS) and List
of Values (LOV) were developed by Mitchell (1983) and Kahle (1983) respectively by

reviewing the relevance of Rokeach’s values to consumer behavior. VALS provides a



systematic classification of American adults into nine value and lifestyle typologies that
have been useful for developing marketing strategy and predicting consumer behaviors

(Bearden, Netemeyer & Mobley, 1993).

Schwartz’s Value Framework

Schwartz and Bilsky (1987, 1990), modifying Rokeach’s (1973) definition,
defined values as “desirable trans-situational goals, varying in importance, that serve as
guiding principles in the life of a person or other social entity”. Implicit in this definition
of values as goals is that (1) they serve the interests of some social entity, (2) they can
motivate action giving directions and emotional intensity, (3) they function as standards
for judging and justifying action, and (4) they are acquired both through socialization to
dominant group values and through the unique learning experiences of individuals
(Rokeach, 1973).

Schwartz and Bilsky (1987, 1990) suggested that the crucial content aspect that
distinguishes among values is the type of motivational goal they express. They derived a
typology of the different contents of values by reasoning that values represent, in the
form of conscious goals, three universal requirements of human existence: biological
needs, requisites of coordinated social interaction, and demands of group functioning.
Groups and individuals represent these requirements cognitively as specific values about
which they communicate in order to explain, coordinate, and rationalize behavior.

Schwartz and Bilsky (1987, 1990) conducted an extensive series of studies across more

10



than 40 countries, and identified ten motivationally distinct types of values from the three
universal requirements. In fact, studies in different cultures revealed somewhat similar
value types, therefore demonstrating that these ten values are recognized and used across
cultures to express value priorities.

In addition to the suggestions regarding the content of values, Schwartz and
Bilsky (1990, 1992) organized ten value types in two dimensions, these dimensions are
composed of high-order value types that combine the types. The first dimension
“openness to change” vs. “conservation” represents opposite values. Openness to change
emphasizes one’s own independent thought and action and favoring change (self-
direction and stimulation types), while conservation emphasizes submissive self-
restriction, preservation of traditional practices, and protection of stability (security,
conformity, and tradition). The second dimension “self-enhancement” vs. “self-
transcendence” also represents opposite values. Self-enhancement emphasizes the
pursuit of one’s own relative success and dominance over others (power and
achievement) vs. the self-transcendence in which emphasis is placed on acceptance of
others as equals and concern for the welfare of other’s (universalism and benevolence).
Value type “hedonism” is related both to “openness to change” and “self-enhancement”.
Schwartz and Bilsky’s (1987, 1990) motivational types of value, along with the
definitions, and the single values that represent those value types are presented in Table
2-1. The structure of Schwartz and Bilsky (1987, 1990) value systems is shown in Figure

2-1.
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Openness to

Self-

Change Transcendence
Self-Direction Universalism
Stimulation Benevolence
<4—  Hedonism >
) Conformity
Achievement
Tradition
Power .
Security

Self- )

Enhancement Conservation

Figure 2-1. The Structure of Value Systems
Sources: Schwartz and Bilsky (1987, 1990)
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Table 2-1. Motivational Types of Values and Definitions

Motivational Definitions Single Values that
Types of Represent Value Types
Value

Power Social status and prestige, control or social power, authority,
dominance over people and resource. wealth

Achievement | Personal success through demonstrating | successful, capable,
competence according to social ambitious, influential
standards.

Hedonism Pleasure and sensuous gratification for pleasure, enjoying life
oneself.

Stimulation Excitement, novelty, and challenge in daring, a varied life, an
life exciting life

Self-Direction | Independent thought and action- creativity, freedom,
choosing, creating, exploring. independent, curious,

choosing own goals

Universalism | Understanding, appreciation, tolerance broadminded, wisdom,
and protection for the welfare of all social justice, equality, a
people and for nature. world at peace, a world

of beauty, unity with
nature, protecting the
environment

Benevolence | Preservation and enhancement of the helpful, honest, forgiving,
welfare of people with whom one is in loyalty, responsible
frequent personal contact.

Tradition Respect, commitment and acceptance of | humble, accepting my
the customs and ideas that traditional portion in life, devout,
culture or religion provide the self. respect for tradition,

moderate

Conformity Restraint of actions, inclinations, and politeness, obedient, self-
impulses likely to upset or harm others discipline, honoring
and violate social expectations or norms. | parents and elders

Security Safety, harmony, and stability of society, | family security, national

of relationships, and of self.

security, social order,
clean, reciprocation of
favors

Sources: Schwartz and Bilsky (1987, 1990).
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Individualism and Collectivism

The terms individualism and collectivism were created by social theorists as far
back as the 19th-century (Watson & Morris, 2002). More recently, Hofstede (1980) and
Triandis (1990, 1995) made an important contribution to provide a conceptual framework
for individualism and collectivism as value systems. According to Hofstede (1991),
individualism stands for a society in which the ties between individuals are loose;
everyone in a individualistic society is expected to look after himself or herself and his or
her immediate family. On the other hand, collectivism stands for a society in which
people from birth onwards are integrated into strong, cohesive in-groups, which
throughout people’s lifetime continue to protect them in exchange for unquestioning
loyalty. Triandis (1990, 1995) defined individualism as a social pattern that comprises
loosely linked individuals who view themselves as independent of collectives and are
primarily motivated by their own experiences, needs, and rights and the contracts that
they have established with others. By contrast, he defined collectivism in terms of the
close linkage among individuals who see themselves as parts of one or more collectives
and are primarily motivated by the norms and duties of those collectives, emphasizing
connectedness with other members of the collectives (Triandis, 1990, 1995).

Hofstede (1980) pioneered the research which recorded more than 50 countries on
their individualism-collectivism level. He administered questionnaires to a large number
of employees of the international branches and subsidiaries of a multinational

corporation. The responses to the 14 work-goal items were then factor analyzed and four
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dimensions, i.e., power distance, individualism-collectivism, masculinity-femininity, and
uncertainty avoidance were derived. The United Sates, Australia, and Great Britain
reported the highest individualism dimensions, whereas countries with a Chinese
background (Hong Kong, Taiwan, Singapore) were regarded as more inclined towards
the collectivism end of the scale (Hofstede, 1980).

Triandis (1995) argued that collectivists have strong ties to the collective, such as
family, country, and so forth. For the collectivist-oriented person, self is defined in terms
of others, and behavior is regulated by group norms. Strong distinctions are made
between in-group and out-group members. When collective and individual goals
conflict, sacrifice for the collective is common. In contrast, individualists have flexible
ties to social groups, and their behavior is often guided by self-interest. The distinction
between in-groups and out-groups often overlaps, and similar behavior patterns may be
exhibited towards both. In individualist cultures, when group and individual goals
conflict, personal goals often serve primacy.

While Hofstede (1980)’s work on national data is concerned primarily with
cultural difference (Yamaguchi, Kuhlman & Sugimori, 1995), Triandis’s (1995) research
on individual differences focuses on whether the person’s values are individualist or
collectivist. It is now believed that research should be done at both the cultural and the
individual level while recognizing that cultures and individuals are two different units of

analysis (Kim, 1994; Yamaguchi et al., 1995).
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Schwartz and Bilsky (1990) have made important contributions to the
conceptualization of both the collective and individual aspects of motivational types of
value. Schwartz (1990) suggested that if values are viewed as goals, then their attainment
must serve the interests of the individual and/or of the collective. Values that serve
individual interests are postulated to be opposed to those that serve collective interests.

Schwartz (1994) studied the value types in seven countries and confirmed that
five values of power, achievement, hedonism, stimulation, and self-direction served
primarily individual interests; and three value types of benevolence, tradition, and
conformity served primarily collective interests. From the perspective of individualistic
values, the values of power and achievement both emphasized social superiority and
esteem. Hedonism stressed pleasure and sensuous gratification for oneself, stimulation
stresses living an exciting, novel, and challenging life; whereas, self-direction expresses
reliance upon one’s own judgment and comfort with the diversity of existence. For the
perspective of the collectivistic values, benevolence, tradition and conformity all
promoted devotion to one’s in-group. Benevolence was concerned with the enhancement
of the well-being of significant others in everyday interactions by being helpful, loyal,
and forgiving to them when they commit transgressions. Tradition involved a respect,
commitment, and acceptance of the group's customs and ideas, whereas conformity
involved an endorsement to being polite, obedient, and self-disciplined and to respect
one's parents and elders. Security focused on the interest to feel safe, to live in a stable

country, and to be a part of a family in which one feels accepted.
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In consumer research, individualism and collectivism have been frequently used
to explain a variety of behavior phenomena. For instance, Tse, Francis & Walls (1994)
studied the cultural differences in conducting negotiation. Their results revealed that
home culture orientation (collectivism vs. individualism) affected executives’ responses
to conflicts. Dutta-Bergman & Wells (2002) suggested that the life style of an individual
within a culture is often related to the extent to which the individual is individualistic or
collectivistic in orientation. Compared to the collectivists, individualists tend to have a
higher level of life satisfaction and financial satisfaction, and were more brand conscious
and try to stick to well-known brand names; they also bought favorite brands (Dutta-
Bergman & Wells, 2002). Schwartz and Bilsky’s (1987, 1990) value structure has also
been used, and has been supported in a variety of studies across cultures (Menezes &
Campos, 1997; Moore, 1999; Trail & Chelladurai, 2002; Aygun & Imamoglu, 2002;

Ryckman & Houston, 2003).

Materialism

World-wide economic evolution has led to drastic changes in consumer
behaviors. These behavioral changes are often linked with modifications of consumer
ideology, and particularly, attitudes towards business marketing practices. Materialism
has emerged since the 1980s as a major topic in consumer research (Griffin, Babin &
Christensen, 2004); it is widely viewed as an important life value (Kasser & Ryan, 1993;

Mick, 1996; Richins and Dawson, 1992; Burroughs & Rindfleisch, 2002). According to
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Evrard and Boff (1998), there are two main approaches of consumer research on
materialism. One with a predominantly psychological orientation has conceptualized
materialism as a personality trait rooted in the importance of the role of objects in the
subjective personality (e.g., Belk, 1985). The other utilizes a predominantly cultural
orientation to characterize materialism as a value that is a part of a general value system
(e.g., Richins & Dawson, 1992).

Belk (1985) viewed materialism as the importance a consumer attaches to worldly
possessions. At the highest levels of materialism, possessions assume a central place in a
person’s life and are believed to provide the greatest sources of satisfaction and
dissatisfaction (Belk, 1985). Richins and Dawson (1992) viewed materialism as a
consumer value in that it involves beliefs and attitudes so centrally held that they guide
the conduct of one’s life. In other words, materialism can be viewed as the value a
consumer places on the acquisition and possession of material objects. An essential
feature of highly materialistic individuals is a belief that well-being can be enhanced
through one’s relationship with objects (Burroughs & Rindfleisch, 2002).

Based on the review of materialism, Richins and Dawson (1992) identified three
themes concerning materialism. These themes reflect the values consumers place on
material goods and the role that these material goods play in the consumers’ lives:

1) Possessions as defining “success” - is the extent to which one uses possessions

as indicators of success and achievement in life.
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2) Acquisition centrality- is the extent to which one places possessions and their

acquisition at the center of one’s lives.

3) Acquisition as the pursuit of ‘happiness” is the belief that possessions are

essential to satisfaction and well-being in life.

Materialism has emerged as a topic of great interest through a broad wide range of
research across a variety of disciplines. A stream of researchers (e.g., Belk, 1984 &1985;
Richins, 1995; Sirgy, 1998; Kasser & Ahuvia, 2002;) have examined the relationship
between materialism and well-being, and found that materialism was negatively
associated with psychological life satisfaction. Other researchers (e.g., Tse, Belk &

Zhou, 1989; Zhu &He; 2002) investigated the links between materialism and consumer

attitudes and behavior toward business marketing.

Consumption Values

Consumption value has been defined as the consumers’ perceived attribute
importance of the product or service (Tse et al., 1988; Sin & Yau, 2001). O’Shaughnessy
(1987) explored the reasons consumers’ choose a particular brand over a competing one,
and found five criteria influencing consumers’ decisions: (1) technical criteria, which is
associated with products’ physical attributes and performance, (2) legalistic criteria,
which focuses on felt obligation to others, (3) integrative criteria, which focuses on ego

enhancement or sense of community, (4) adaptive criteria, which relates to coping with
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uncertainty, and (5) economic criteria, which is linked to the requirements of time,
money, and effort.

A study of consumption values and market choice theory by Sheth, Newman &
Gross (1991a, 1991b) suggested that market choice is a multidimensional phenomenon
involving multiple values. Consumers attach different values to product groups and
these, in turn affect their motivation to purchase. Sheth et al. (1991a &1991b) identified
five values, which are shown in Figure 2-2, that make differential contributions to market
choice behavior. These values are functional value, social value, emotional value,

epistemic value and conditional value.
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Figure 2-2. The Consumption Values and Market Choice Model
Sources: Sheth, Newman & Gross (1991a, 1991b)

The five consumption values developed by Sheth et al. (1991a, 1991b) are
explained as follows:

Functional Value

Market choice has traditionally been regarded as influenced primarily by
functional value. According to Sheth et al. (1991a, 1991b), functional value derives from
the perceived utility of the object in the choice situation, and generally relates to such

attributes as performance, reliability, durability, and price. A consumer who chooses a
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product type and brand, and makes a purchase decision based on functional value would
consider whether the functional physical attributes inherent in the product are needed,
and if the product possesses desired functional attributes (Sheth, et al. 1991a, 1991b).
Social Value

Many market choices are also influenced by social value which attaches to a
product from its association with social groups. The attribution of social value occurs
most frequently for very visible items of consumption. Market choices such as product
type, brand choices, and purchase decisions are influenced by social value in that
consumers’ perceive that various product classes are either congruent or incongruent with
the norms of the reference groups to which they belong or aspire (Sheth et al., 1991a &
1991b).

Emotional Value

Market choice may also be based on emotional values related to the alternative’s
ability to arouse desired emotions. Many products are associated with or facilitate the
arousal of specific emotions or feelings. Emotional value relates to the individuals’
affective response to the product (Sheth et al., 1991a, 1991b). Again, all three levels of
market choice - purchase decision, product type and brand- may be influenced by the
individuals’ emotional response to the product.

Epistemic Value

Market choices are also sometimes based on the ability of alternatives to satisfy

curiosity, knowledge, and novelty needs (Sheth et al., 1991a & 1991b). Epistemic value
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is a need to obtain a product in order to satisfy curiosity, novelty or knowledge seeking.
A brand name or a type of product selected according to its epistemic value may be
anything perceived by the consumer as new or different. A purchase decision may also
be made because the consumer is bored, even though satiated with her or his current
brand; is curious about a potential experience; or desires to learn more about the
alternatives.

Conditional Value

Finally, conditional value is a need attributed to an object through circumstance of
use. According to Sheth (1991a, 1991b), the conditional value is defined as the perceived
utility acquired as a result of the specific situation or the context faced by the choice
maker. Thus, conditional value often influences the decision choice maker to deviate
from their typical or planned pattern of behavior.

Sheth et al.’s (1991a, 1991b) consumption value theory has been used by
researchers to explain many consumer attitudes and behaviors. For example, Long and
Schiffman (2000) used consumption value theory to explore the range of values which
motivate consumers’ reaction to airlines’ frequent flyer programs. Pope (1998) adapted
the consumption value scales developed by Sheth et al. (1991a, 1991b) to discriminate
products between brands and to identify those individuals who were aware or not aware
of a corporation’s sponsorship activities. Consumption value theory has also been used
in the study of Chinese women and consumer values (Sin & Yau, 2001; Sin, So, Yau &

Kwong, 2001) and Sweeney and Souter’s (2001) consumer behavior research.
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Conceptual Framework

As described in chapter one, the primary objective of this research is to
understand how changing value systems affect Chinese consumers’ modern consumption
behavior through mediating factors of consumption values. Based on the review of the
literature relevant to the research objectives, a proposed conceptual model has been
proposed. As shown in Figure 2-3, the conceptual model consists of three components.
The first component of the conceptual framework focuses on values and value systems,
which consists of three sections of individualism, collectivism, and materialism. The
second component explores how consumption values (i.e., functional value, social value,
emotional value, and epistemic value) attached to the products make contribution to
consumers’ market choice behavior. The third component of modern consumption
behavior examines the extent to which consumers purchase foreign brand products, and
the consumer attitudes toward these behavioral outcomes. The conditional value of
consumption values is not included in this model because it only functions based on
certain unique situations. In the following section, each component in the conceptual

framework is discussed in detail.
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Figure 2-3. The Conceptual Model of Chinese Consumers’ Value Systems,
Consumption Values, and Modern Consumption Behavior

Individualism and Collectivism
Schwartz and Bilsky (1987, 1990) studied values types in different cultures and
identified five value types of power, achievement, hedonism, stimulation, and self-

direction as being focused primarily on individual interests. Three other value types of
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benevolence, tradition and conformity mainly focus on collective interests. Three power
value types were defined as symbolizing social status and prestige, as well as control or
dominance over people and resources. The achievement value type referred to personal
success through demonstrating competence according to social standards. The hedonism
value type was associated with individual’s pleasure and sensuous gratification. The
stimulation value type related to excitement, novelty, and challenge of one’s life. The
self-direction value type represented independent thought and action-choosing, creating
and exploring. The benevolence value type concerned preservation and enhancement of
the welfare of people. The conformity value type involved a restraint of actions which
are likely to upset or harm others and violate social norms. The tradition value type
represented respect, commitment and acceptance of the customs and ideas of traditional
culture or religion.

Research by Pecotich and Yang (2005) revealed that individualism and
collectivism captured the nuances in Chinese culture more adequately when compared to
other Chinese traditional values. Schwartz and Bilsky (1987) suggested that
reformulating values at a higher level would allow consumer attitudes and behavior to be
explained and predicted more effectively and reliably. Therefore, the second-order
individualism and collectivism value structure by Schwartz and Bilsky (1990, 1992) was
employed in this study to examine the influence of changing values and value systems on

consumers’ attitudes and behavior.
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Materialism

Richins and Dawson (1992) identified three important themes of materialism
based on a review of the materialism literature in a variety of disciplines and on popular
notions concerning materialism (Rokeach, 1973; Belk, 1984; Kahle, Beatty & Homer,
1986; Richins & Dawson, 1990; Fournier & Richins, 1991). These three dimensions of
materialism are “possessions-defined success”, “acquisition centrality”, and “acquisition
as the pursuit of happiness.” A number of researchers have suggested (Belk, 1985;
Richins & Dawson, 1992; Kasser & Ryan, 1993) that materialism can be considered the
value consumers place on material processions. Rokeach (1973) and Schwartz (1992)
argued that the study of values should be studied in the context of the larger value system
held by individuals. Therefore, it is reasonable to view materialism as a value influenced
by individuals’ value system, such as individualism and collectivism, but closely related
to consumers’ consumption values and their attitudes and consumer behavior.

Richins and Dawson’s (1992) high level materialism measures are adopted for
this research based on the following reasons: First, Richins and Dawson’s (1992) value
structure measures materialism among individuals, which not only provides insights into
the roots of materialism at a cultural level, but permits the study of interactions between
materialism and various activities (Richins & Dawson, 1992). Second, Richins and
Dawson’s Likert-scale avoids the practical problems in ranking and rating procedures,

such as those used in Rokeach’s (1973) Value Survey (RVS). Third, a hierarchical

construct can explain and predict consumer attitudes and behavior more effectively and
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reliably than a single-level construct (Schwartz and Bilsky, 1987). Above all, Richins
and Dawson’s (1992) value scales have been demonstrated to have a stronger reliability

as compared other materialism scales used in previous studies (e.g., Micken, 1995;

Schroeder & Dugal, 1995).

Consumption Values as Mediating Variables

Value has long been recognized as a powerful force to shape consumer’s attitudes
and behavior. However, Kahle (1980) argued that values have only an indirect effect on
consumer behavior through less abstract mediating factors such as domain-specific
attitudes. Other researchers have confirmed the role that mediating factors have in
linking abstract values and specific behaviors (e.g., Tse et al., 1988, Kim, Forsythe, Gu &
Moon, 2002).

Hawkins, Best, and Coney (2004) suggested that social values reflect the core of
an entire culture’s mindset shared by a society, while consumer values are related to
individual or cohort behavior, during and after market transaction. Cultural value and
consumption value, therefore, can be related in a way that social or cultural values are
seen to act as justification for acquiring goods and services and to stimulate interest in,
desire for, acceptance, patronage of, or the actual purchase of goods and services. Sheth
et al.’s (1991a, 1991b) consumption values were chosen as mediating variables in this

study because consumption values are affected by people’s cultural and social
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environment (Tse et al., 1988), and they measure consumers’ motivation behind their

market choices.

Consumer Modernity

Individual modernity has became a debated topic in social science research after
Inkeles & Smith’s (1976) and Inkeles’s (1983) cross-cultural studies of contemporary
social change as a form of modernization. Inkeles and Smith (1976) interviewed more
than 6,000 individuals in six countries aimed at creating a cross-culturally valid measure
of individual modernity. The primary variables used to explain modernity included
education, mass media exposure, years of urban experience since age fifteen, months of
factory experience, and father’s education. However, Inkeles and Smith (1976) and
Inkeles’s (1983) definitions of modernization and the measures of individual modernity
were controversial. Many arguments were made over the composition of the sample, the
methodology used in the surveys, and the representativeness of the data now after more
than two decades of time have passed (Wallimann, 1986; Teune, 1975).

Inkeles and Smith (1976) suggested the defining features of modernization are
taken to include mass education, urbanization, industrialization, rapid communication and
transportation. De Grazia (1997) contended that the common standard of living in
Western societies or the term “Americanization” have been used interchangeably with
“modernization” in many societies. Therefore, a modern consumer is considered to be

well-educated, up-to-date, and satisfied with his or her current standard of living and
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financial situation. In this research, consumer modernity examines consumers’ overall
satisfaction with various domains of their lives, such as their standard of living, level of

education, information accessability, and sense of being up-to-date.

Modern Consumer Behavior

In consumer behavior research, consumer behavior refers to the actual purchase of
a product or service, and is frequently measured by purchase frequency or the amount of
purchase (Homer & Kahle, 1988; Shim & Eastlick, 1998; Kim et al., 2002). Given that
the goal of this research is to help both consumers and multinational corporations to
better understand the Chinese market and Chinese consumers’ consumption behavior, the
actual consumer behavior in the present study is defined as the amount of foreign
products or services purchased, and shopping frequency for foreign products and
services.

Four product categories of drinking imported wine/coffee/beer, use of foreign
brand cellular phones, purchase of imported clothing/accessories, and foreign travel were
chosen because they were presumably consumed among Chinese middle-class consumers
and are believed to represent different dimensions of consumers’ needs (e.g., food,
clothing, appliances, and services). In an effort to maintain homogeneity of the samples
across all four products, the study was designed to be as similar as possible by using

identical scales and identical rating methods for measurements.
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Hypotheses Development
The main objectives of this research are to understand how cultural-social value
systems impact Chinese consumers’ consumption values, and how consumption values
held by consumers affect their consumer attitudes and consumer behavior. To achieve
the research goal, the hypotheses are developed based on the conceptual model and

relevant literature related to the components in the model.

Individualism, Collectivism, and Materialism

Material values result from economic development and are strongly affected by
people’s individual and collective ideas (Inglehart 1971, 1977; Easterlin, 1980). Richins
and Dawson (1992) studied the relationships between material values and a set of values
drawn from the List of Value (LOV) scale (Kahle et al., 1986). They found that
individuals higher in materialism were more likely to value “financial security”, “self-
fulfillment”, “fun and enjoying life”” and “being well-respected” and less likely to value
“warm relationships with others” than were individuals low in materialism (Richins &
Dawson, 1992). Keng, Jung, Jiuan & Wirtz (2000) found that people with a high
materialistic inclination were more likely to value success, wealth, social status and
power, but less likely to choose love, security, friendship and peace of mind. Similar
results were observed by Burroughs and Rindfleisch (2002), who found that materialism
was negatively related to such collective-oriented values as benevolence, conformity, and

universalism. The significant influence of individualism and collectivism on materialism
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is more clearly demonstrated in Wong’s (1997) conspicuous consumption and
materialism research, in which individualism was found to be positively correlated with
the all dimensions of materialism, while collectivism was negatively related to
materialism. Therefore, it is posited that:

H1: Individualism will be positively related to materialism.

H2: Collectivism will be negatively related to materialism.

Individualism, Collectivism, and Consumption Values

The strong linkage between cultural-social values and consumption values has
been demonstrated by previous studies (Williams, 1979; Yau, 1994; Tse et al., 1989;
Allen, 2001; Kim et al., 2002; Gary, Munch & Peterson, 2002). Yau (1994) suggested
those consumers’ decisions of choice or preference for a certain product or brand over
others were influenced by their social values.

Wong (1997) argued that individualists are conspicuous shoppers because they
invest more emotions in the objects. Research by Gregory, Munch and Peterson (2002)
examined the moderating role of attitude in the value-attitude relationship for advertising
appeal. Their study showed that values were associated with attitudes when attitudes
fulfilled a social-identity function based on collectivist values. The significant
relationship between social values, such as individualism and collectivism, and
consumption values was more evident in Kim et al.’s research (2002), in which the

individualistic value (i.e., self-direction) was found to significantly affect consumers’
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functional, social and experiential (similar to emotional and epistemic values in this
study) needs for apparel product purchase.

The results of the above cited research (Wong, 1997; Gregory at al., 2002; Kim et
al., 2002) suggest that consumers who hold individualistic or collectivistic values may
demand different consumption values when they choose to purchase certain products or
services. Given that individualists tend to emphasize social superiority, personal
pleasure, and the living of novel experiences, while collectivists are inclined to promote
their devotion to one’s in-group, it was hypothesized that individualism will be positively
associated with consumption values of functional value, social value, emotional value,
and epistemic value, while collectivism will be negatively related to consumption values
of functional value, social value, emotional value, and epistemic value as follows:

H3: Individualism will be positively related to functional value, (b) social

value, (c) emotional value, and (d) epistemic value.

H4: Collectivism will be negatively related to functional value, (b) social

value, (c) emotional value, and (d) epistemic value.
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Materialism and Consumption Values

Materialism is regarded as an important life value and has been related to
consumer ideology and attitudes in previous research. Richins (1995) suggested that
those high in materialism were more likely to value possessions, status, and utilitarian
meanings. Other studies found that materialists were more involved with conspicuous
consumption, and the possessions they owned tended to be valued according to their
costliness, prestige, and public visibility (Holt, 1995; Wong, 1997). The implication of
these arguments is that materialists can fulfill their consumption values through different
dimensions when they engaged in a certain product/brand purchase. Thus, it is
hypothesized that materialism will be positively related to consumption values of
functional value, social value, emotional value, and epistemic value as follows:

H5: Materialism will be positively related to (a) functional value, (b) social

Value, (c) emotional value, and (d) epistemic value.

Consumption Values, Consumer Modernity, and Modern Consumer Behavior
Consumption value refers to consumers’ perceived importance of the product or
service (Tse et al., 1998; Sin & Yau, 2001). Sheth et al. (1991a, 1991b) viewed market
choice as a multidimensional phenomenon involving multiple consumption values.
Consumers attach different values to product groups and these in turn affect their
motivation to purchase. These consumption values (e.g., functional value, social value,

emotional value, and epistemic value) are believed make different contributions to market
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choice behavior. Hence, it is expected that all consumption values significantly influence
consumers’ purchase behavior.

An important purpose of this research is not only to understand the influence of
cultural-social values on actual consumption behavior, but also to understand how
China’s recent economic and financial success and value changes affect people’s
perception as modern consumers. Therefore, Sheth et al.’s (1991a, 1991b) consumption
values and market choice theory is expanded to include the consumer modernity factor.

It is assumed that the extent to which consumers’ perceptions as modern consumers is
closely related to their consumption values. People will satisfy their needs and desires
with their modern possessions and view themselves as modern consumers because
different consumption values have been fulfilled. Therefore, it is expected that
consumption values will be positively related to both consumer modernity and modern
consumer behavior. Consumption values of functional value, social value, emotional
value, and epistemic value are posited to associate with consumer modernity and modern
consumer behavior as follows:

H6. (a) Functional value, (b) Social value, (c) Emotional value, and (d) Epistemic

value will be positively related to consumer modernity.

H7. (a) Functional value, (b) Social value, (c) Emotional value, and (d) Epistemic

value will be positively related to modern consumer behavior.
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CHAPTER Ill. METHODOLOGY
This chapter is presented in three sections. The first section gives details of
measurement and scale development. The second section explains the data collection
procedures and describes the sample used in this research. The third section addresses

the rationale of choosing the statistical analytical methods for hypotheses testing.

Scale Development

Based on the review of literature and the conceptual model developed in this
study, five constructs were identified. Therefore, the survey used in this study consisted
of five sections of (1) collectivism and individualism, (2) materialism, (3) consumption
values, (4) consumer modernity, and (5) modern consumer behavior, and one
demographic section. The construction of the survey instrument began with a careful
review of the relevant literature to find measures for the key constructs. The scales for
collectivism, individualism, materialism and consumption values were adapted from
existing measures which have been used and validated from past research. The measures
for consumer modernity and modern consumer behavior were developed based on similar

research to comply with the research objectives in this study.
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Measures

Collectivism and Individualism

Measures for the collectivism and individualism constructs were adapted from
Schwartz and Bilsky’s (1987, 1990) value framework. Schwartz and Bilsky (1987, 1990)
conducted an extensive series of studies across more than 40 countries, and identified 52
single values representing 10 motivationally distinct types of values, postulated to be
recognized implicitly in all cultures. Among 10 motivational types of value, hedonism,
achievement, self-direction, power, and stimulation values were viewed as serving the
self-interest of the individual. Conformity, benevolence, and tradition values were
considered to focus on promoting the interests of others.

Schwartz and Bilsky’s (1987, 1990) value measures have been widely used in
psychological research and consistently display a good reliability and validity (Rychman
& Houston 2003; Aygun & Imamoglu, 2002). A pretest with 69 undergraduate students
was conducted to check the reliability and validity, and to reduce the number of items in
the measurement scales for this study.

Participants were asked to rate the importance of each value guiding principle in
their lives. Each value was evaluated on a seven-point likert-type scale; with 1
representing the value is very unimportant and 7 representing the value is very important
in their daily life. Following the preliminary factor analyses and the deletion of items
that exhibited low factor loading or high cross-loading, twenty-nine value items were

selected for the final form of the survey. Of the final items, fourteen items (i.e.,
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creativity, choosing own goals, curious, authority, social power, wealth, ambitious,
successful, capable, daring, an exciting life, a varied life, pleasure, and enjoying life)
were posited to measure individualism; and nine items (i.e., humble, respect for tradition,
moderate, honest, forgiving, helpful, self-discipline, honoring parents and elders, and

politeness) were used to measure collectivism.

Materialism

Richins and Dawson (1992) viewed materialism as a consumer value and
identified three important themes (i.e., possessions- defined success, acquisition
centrality, and acquisitions as the pursuit of happiness) concerning materialism. The
material value scales used in the present research consisted of nine items encompassing
three dimensions of materialism, namely success, centrality and happiness. The items
were evaluated on a seven-point Likert format from strongly agree to strongly disagree.

Success included three items: “I admire people who own expensive homes, cars,
and clothes”, “the things I own say a lot about how well I am doing in life”, and “some of
the most important achievements in life include acquiring material possessions”.
Centrality was measured by three items of “buying things gives me a lot of pleasure”, “I
like a lot of luxury in my life”, and “I enjoy spending money on things that aren’t
practical”. Three items for happiness were “my life would be better if I owned certain

things I don’t have”, “it sometimes bothers me quite a bit that I can’t afford to buy all the

things I’d like”, and “I would be happier if I could afford to buy more things”.
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Consumption Values

Sheth et al. (1991a &1991b) suggested that consumers attach different values
(i.e., functional value, social value, emotional value, and epistemic value) to product
groups and these, in turn, affect motivation to purchase. The instruments of consumption
values used in this research were developed following Sheth et al.’s (1991b) guidance for
application measurement.

Participants were queried about the main reasons they choose to purchase foreign
brand products. Scales of functional value include statements such as, “they are trustful”,
“they are everywhere and easy to get”, and “I like the taste of these brands.” Social value
scales include statements of “they are prestigious”, “they give me social status”, and “the
rich and successful people are using these brands”. Three items represented emotional
value “they make me feel happy”, “they make me feel sophisticated”, and “they make me
feel good”; other three items of “I am bored with domestic brands”, “I am curious about
these foreign brands” and “I like to experience things that are new and different”
represented epistemic value. Each consumption value item was evaluated on a seven-

point Likert-type scale, ranging from 1 equal to strongly disagree, to 7 equal to strongly

agree.
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Consumer Modernity

Consumer modernity examined consumers’ overall satisfaction with various
domains of their lives. The consumer modernity scales were developed in this study to
measure how satisfied Chinese consumers were with the current situation in terms of “the

99«6

amount of money they earn”, “the types of job they work™, “the transportation they use,

9 ¢ b1

“the home appliances they own”, “their level of education”, “their housing and living
environment”, “their information and media access abilities”, and “their sense of being

sophisticated and up-to-date”. All statements were rated by a seven-point Likert-type

scale with one representing most satisfied and seven representing least satisfied.

Modern Consumer Behavior

Modern consumer behavior was measured by the frequency and the amount of the
actual foreign products/services purchased, which includes two questions of “How many
times do you think you have purchased foreign brand products or services during a given time
period?” “what was the average amount you have spent each time?”’

A summary of the research constructs and items employed in this study is

presented in Table 3-1.
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Table 3-1. A Summary of Research Constructs and Measurement Items

Construct Survey Item

Individualism

Self-Direction creativity, choosing own goals, curious

Power authority, social power, wealth

Achievement ambitious, successful, capable

Stimulation daring, an exciting life, a varied life

Hedonism pleasure, enjoying life
Collectivism

Tradition humble, respect for tradition, moderate

Benevolence honest, forgiving, helpful

Conformity self-discipline, honoring parents and elders, politeness
Materialism

Successful I admire people who own expensive homes, cars, and

clothes.

The things I own say a lot about how well I am doing in life.
Some of the most important achievements in life include
acquiring material possessions.
Happiness It sometimes bothers me quite a bit that [ can’t afford to buy
all the things I’d like.
My life would be better if I owned certain things I don’t
have.
I’d be happier if I could afford to buy more things.
Centrality I like a lot of luxury in my life.
Buying things give me a lot of pleasure.
I enjoy spending money on things that aren’t practical.

Consumption Values
Functional Value They are trustful.
They are everywhere and easy to get.
I like the taste of these brands.
Social Value They are prestigious.
They give me social status.
The rich and successful people are using these brands.

Emotional value They make me feel happy.

They make me feel good.

They make me feel sophisticated.
Epistemic Value I am curious about these foreign brands.

I am bored with domestic brands.
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Consumer Modernity

Modern Consumer
Behavior

I like to experience things that are new and different.

The amount of money you earn.

The type of job you work.

The transportation you use.

The home appliance you own.

The level of your education.

Your housing and living environment.
Your information and media access ability.

The frequency of the foreign products or services purchased.
The amount of the foreign products or services purchased.
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Preliminary Efforts

Initially, two graduate students who were familiar with both American and
Chinese cultures reviewed the instrument for the purpose of content validity evaluation.
Based on respondents’ recommendations, several item deletions and modifications were
then made. Later, an in-class pretest was conducted with sixty-nine undergraduate
students at a large southeastern university. Items that did not adequately contribute to the
reliability and validity of the proposed scales were eliminated.

Since the questionnaires were developed in English, and the actual survey would
be conducted in China, the questionnaire translation was considered to be critical.
Followed Behling and Law’s (2000) four step suggestion, a translation/back-translation
method was employed to achieve the translation equivalence. The detail of the
translation/back-translation process is explained as follows: (1) a bilingual graduate
student was first asked to translate the English-version questionnaires into Chinese, (2) a
second bilingual graduate student with no knowledge of the wording of original English
questionnaires then translated the Chinese draft questionnaires back into English, (3)
then, the original and back-translated versions were compared, (4) if the two English
versions of an item differed substantially, another translation was attempted.

The Chinese-version questionnaires were then finalized and were administered to
a group of Chinese graduate students who are currently studying at a large southeastern
university in the U.S. No major problems were found during the survey, therefore it was

deemed to be ready for use in data collection. The English version questionnaires are
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available in Appendix A; and the Chinese version questionnaires used in this study are in

Appendix B.

Data Collection
Shanghai as Research Site

The ultimate goal of this research is to help both consumers and multinational
marketers to understand how Chinese consumers’ changing value system shapes their
consumption behavior. Therefore, the middle-class Shanghai consumers were chosen as
the target group for the current research for the following reasons:

(1) Shanghai is the powerhouse of the recent economic development in China; it
has been recognized as the industrial, financial and commercial center of China for
decades. Great Shanghai District covers Jiangsu, Zhejiang and Anhui provinces and the
City of Shanghai. The region's GDP was nearly US$ 375 billion in 2003, accounting for
roughly 25 percent of China's total GDP, and is roughly equivalent to the economic size
of the Philippines (U.S. China Business Council, 2004). With per capita GDP in excess
of US$4,500 (Hong Kong Trade Development Council, 2003) Shanghai ranks first
among all cities and provinces in China and its residents are a strong spending power.

(2) Compared to other regions, middle-class consumers constitute a relatively
large proportion of Shanghai’s population.

(3) Shanghai is suitable to serve as a test market when multinational marketers

consider entering into China’s big market.
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Given the reasons that the middle class is a social group in which cultural change
is likely to be the most rapid, and they have great influence on other consumers, the
results of a study of middle-class consumers is considered to benefit both consumers and
multinational marketers. In particular, middle class consumer research should provide
insights into the basis of the consumerism movement, predicting consumer behavior, and

developing a marketing strategy to serve China’s big market.

Data Collection

The data were collected in a large shopping center and three office buildings
located in downtown Shanghai. The shopping center and office building were chosen as
survey sites because these are the places middle-class consumers frequently gather. The
survey was conducted from 9:00 a.m. to 7:00 p.m. over a two-week period of time,
including two weekends in 2005. Upon agreements, a table was set up in the main lobby
of each office building, and the main entrance of the shopping mall.

In each site, potential respondents were intercepted and recruited by a trained
interviewer to ask their willingness to participate in a survey related to their values and
consumer behavior. Participants were also informed that the information obtained in
connection with this survey is only for research purposes. Any information they would
provide would be strictly voluntary and completely anonymous. On their agreement,
participants were randomly given and asked to complete self-administered questionnaires

for one of the four categories of product/service (i.e., drinking wine/coffee/beer, use of
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foreign brand cellular phone, purchase of imported apparel/accessories, and foreign
travel). The participants were asked to put the survey into a prepared box when they
completed the survey. After completing of the questionnaire, respondents were given
small incentives for their participation in the study.

A total of 714 respondents participated in the survey. After the elimination of
unacceptable or incomplete surveys, the final sample consisted of 695 usable
respondents, which includes 175 respondents for the drinking survey; 172 respondents for
the cell phone survey, 177 respondents for the apparel and accessory survey, and 171

respondents for the travel survey.

Methods for Data Analysis

In this study, exploratory factor analysis was first conducted for preliminary
analysis to examine and to reduce the data. Then, following Anderson and Gerbing’s
(1988a) suggestion, a two-step approach of a measurement model and a structural model
was performed using structural equation modeling analysis techniques.

The preference of structural equation modeling (SEM) analysis to other
multivariate techniques (e.g., multiple regression and multiple covariance analysis) was
based on the following reasons which have been suggested by Byrne (1998). First, SEM
performs a confirmatory factor analysis rather than an exploratory analysis. Second, in
the SEM criteria one dependent variable can be treated as an independent variable in the

subsequent data analysis, and thus SEM can examine a series of dependent relationships
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simultaneously, whereas other multivariate processes can examine only a single
relationship at a time. Third, as the pattern of inter-variable relations should be specified
a priori, SEM lends itself well to the analysis of data for inferential purposes, whereas
other multivariate procedures are essentially descriptive by nature.

A two-step approach of measurement model and structural model over a one-step
modeling analysis is adopted because a two-step approach tests the significance for all
pattern coefficients, and allows an assessment of structural model fit (Anderson &
Gerbing, 1998a). A two-step approach also provides a particularly useful framework for
formal comparisons of the substantive model of interest with the next most likely
theoretical alternative, and research can make an asymptotically independent test of the
theoretical model of interest (Anderson & Gerbing, 1998a).

The statistical software SPSS12.0 for Windows was used to examine the
descriptive statistics of the sample and to perform the preliminary analysis (exploratory
factor analysis). The structural equation modeling statistical program AMOS 5.0 was
utilized for the measurement model (confirmatory factor analysis) and structural model

(structural equation modeling) analysis.
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CHAPTER IV. RESULTS
This chapter is presented in three sections. The first section describes
respondents’ demographic characteristics. The second section presents the results of the
data analysis. The third section examines the hypothesized model and reports the results

of hypotheses testing.

Demographics

The results of the survey reveal the values and consumer behaviors of a sample of
middle class Chinese consumers residing in metropolitan Shanghai. The majority of the
respondents were married (67.6%) and below the age of 46 (70.0%), slightly more than
half (51.8%) of the respondents were female. About two-thirds of the respondents
(63.6%) had received some college education; 15% of them had post graduate education.
Most respondents were either employees of state-owned companies (27.4%) or joint
venture companies (23.2%), or they were professionals (12.4%) or managers (8.3%). A
majority of the respondents (66.5%) had family incomes between US$3,500 and
US$16,000 per year; about one-fifth of the respondents had annual income exceeding
US$16,000, and about one-tenth of the respondents (11.7%) had incomes below
US$3,500. Compared to China’s national population statistics (The World FactBook,

2005), the respondents in this study were relatively young, and had higher education and
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family income, which reflects the characteristics of middle-class residents in big cities

like Shanghai. The respondents’ demographics are presented in Table 4-1.
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Table 4-1. Demographic Characteristics of the Respondents (n=695)

Demographic Characteristics Valid Percent (%)
Gender
Male 48.2
Female 51.8
Age
<22 6.3
23-29 23.9
30-45 39.8
46-60 25.6
>61 4.4
Martial Status
Single 29.8
Married 67.6
Divorced/Separated/Widowed 2.6
Education
Less than high school 2.9
High school graduated 26.1
College graduated/College student 48.6
Post Graduate 15.0
Occupation
Government Official 1.3
Manager 83
Joint venture employee 23.2
Professional 12.4
Self-employment 6.7
State-owned company employee 27.4
Service worker 54
Student 3.6
Stay at home/Retired 7.1
Others 4.5
Annual Family Income (US$)
<3,500 11.7
3,501-8,000 27.5
8,001-16,000 39.0
16,001-26,000 14.8
>26,000 6.9
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Data Analysis
In this study, the exploratory factor analysis was first conducted for preliminary
analysis to examine and reduce that data. Then, a two-step approach of a measurement
model and a structural model was performed using structural equation modeling analysis

techniques.

Preliminary Analysis with Exploratory Factor Analysis

According to Gerbing and Hamilton (1996), exploratory factor analysis provides a
useful first step for confirmatory factor analysis, especially when an a priori theoretical
model has been used to generate the data. A principal components factor analysis with
varimax rotation was conducted in this study to examine and to reduce data. The varimax
rotation method was chosen because rotation of the factor matrix can generally achieve a
simpler, theoretically more meaningful factor pattern, and varimax rotation could give a
clearer separation of the factors than other rotation methods (Hair, Anderson, Tatham &

Black, 1998).

Individualism Scale

Results of the exploratory factor analysis procedure revealed three factors with
eigenvalues of one or higher. These three factors reflected different dimensions of

individualism (i.e., stimulation, power, hedonism, self-direction/achievement), which
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explained 63.68% of the cumulative variance in the scale. Given that the factor loading
indicates the degree of correspondence between the item and factor, scale items
exhibiting low factor loadings (<.60) and high cross-loadings (>.40) were eliminated
(Hair et al., 1998). Two items of “authority” and “ambitious” were dropped because they
had low factor loading to a single factor (<.60). The item “curious” did not load to the
expected factors, so it was also eliminated. The “self-direction” items were found to load
together with “achievement” items to generate one factor. Therefore, a total of eleven
items were retained for further analysis.

A reliability test with Cronbach’s alpha coefficients was then performed to
examine the internal consistency within each factor. All of the Cronbach’s alpha values
were above 0.70 indicating acceptable reliability levels for factor analysis for the
individualism scale. Table 4-2 presents the results of exploratory factor analysis -
including item mean, factor loading, coefficient alpha, and factor mean- for the

individualism scale.
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Table 4-2. Exploratory Factor Analysis of the Individualism Scale

Factor and Item Item Factor % of Coefficient Factor
Mean Loading  Variance Alpha Mean
Self-direction/Achievement 38.74 81 5.97
capable 6.12 72
creativity 5.43 71
choosing own goals 6.19 1
daring 5.93 .70
successful 6.15 .70
Stimulation 9.01 .86 5.20
a varied life 5.21 .82
an exciting life 5.10 72
Power 8.51 .70 5.54
wealth 5.54 .82
social power 5.53 .61
Hedonism 7.45 17 5.17
pleasure 6.11 .82
enjoying life 591 .76

(Scale: 1 = very unimportant; 7 = very important)

Collectivism Scale

Three dimensions of collectivism, i.e., conformity, benevolence and tradition,
were identified through exploratory factor analysis; these factors explained a total of
62.20% of the variance in the scale. The item “moderate” was not loaded on the
“tradition” factor at the satisfactory level, therefore it was eliminated from scale items.
The remaining eight items were subjected to the further analysis. The coefficient alpha
values ranged from 0.75 to 0.82, indicating acceptable reliability levels for factor
analysis. The results of the exploratory factor analysis for the collectivism scale are

shown in Table 4-3.
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Table 4-3. Exploratory Factor Analysis of the Collectivism Scale

Factor and Item Item Factor % of Coefficient Factor
Mean Loading  Variance Alpha Mean
Conformity 27.80 .76 6.41
politeness 6.34 .82
honoring parents and elders 6.57 81
self-discipline 6.32 i
Benevolence 20.51 .82 6.25
honest 6.52 77
helpful 6.17 73
forgiving 6.06 .70
Tradition 13.89 75 5.36
humble 5.31 .88
respect for tradition 5.41 .82

(Scale: 1 = very unimportant; 7 = very important)

Materialism Scale

The three-dimensional structure of materialism was not identified in the
exploratory factor analysis. Only one factor was extracted, which explained 50.49% of
the cumulative variance. The results of the exploratory factor analysis for the materialism

scale and the mean value of each item are shown in Table 4-4.
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Table 4-4. Exploratory Factor Analysis of the Materialism Scale

Factor and Item Item Factor % of
Mean Loading  Variance
I admire people who own expensive homes, cars, 388 70 50.49%
and clothes. ' '
My life would be better if I owned certain things I
. 4.45 .79
don't have.
Buying things give me a lot of pleasure. 4.86 68
It sometimes bothers me quite a bit that I can't 402 70
afford to buy all the things I'd like. ' '
I like a lot of luxury in my life. 3.99 72
I'd be happier if I could afford to buy more things. 4.75 82
The things I own say a lot about how well I am
NS 4.75 72
doing in life.
I enjoy spending money on things that aren't
practical. 3.00 6
Some of the most important achievements in life
include acquiring material possessions. 4.47 69

(Scale: 1 = strongly disagree; 7 = strongly agree)

Consumption Values Scale

The exploratory factor analysis of twelve scale items measuring consumption
values extracted four factors with eigenvalues higher than 1.0. One item “I am not
familiar with any other domestic brand” cross-loaded to both functional and epistemic
value factors, so it was dropped from measurement items. The results of iteration reflect
the four dimensions of consumption values-functional value, social value, emotional
value and epistemic value, and these four dimensions accounted for 65.62% of the total

variance in the scale. The coefficient alpha values of each factor were between 0.71 and
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0.81, which are considered an acceptable level of reliability. The results of exploratory

factor analysis for the consumption values scale are presented in Table 4-5.

Table 4-5. Exploratory Factor Analysis of the Consumption Values Scale

Factor and Item Factor % of Coefficient ~ Factor
Loading  Variance Alpha Mean
Social Value 35.68 .81 4.16
They are prestigious. .823
They give me social status. .823
The rich are using these brands. 740
Function Value 11.68 .79 4.90
They are trustful. .87
They are everywhere and easy to get. 17
I like the taste of these brands .66
Emotional Value 10.42 7 5.16
They make me feel happy. .80
They make me feel good. 73
They make me feel sophisticate. .65
Epistemic Value 7.84 71 3.94
I am curious about these brands. .82
I like to experience things that are .62

new and different.

(Scale: 1 = strongly disagree; 7 = strongly agree)

Consumer Modernity Scale

Two factors with eigenvalues of one or higher were identified through the
exploratory factor analysis of the consumer modernity scale. These two factors explained
71.45% of the cumulative variance. The six items extracted in the first factor revealed

individuals’ overall life satisfaction with various domains (i.e., money, job, education,
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home appliance, transportation, and living environment), hence this factor is named as
“life satisfaction”. The two items for the second factor reflected people’s sense of being
up-to-date and their information access ability, therefore it was labeled as “life up-to-
date”. The results of the exploratory factor analysis for the consumer modernity scale are

revealed in table 4-6.

Table 4-6. Exploratory Factor Analysis of the Consumer Modernity Scale

Factor and Item Factor % of Coefficient  Factor
Loading  Variance Alpha Mean
Life Satisfaction 54.43 .89 4.17
The amount of money you earn. .86
The type of job you work. .84
The transportation you use. .81
The home appliance you own. .80
The level of your education. .68
Your housing and living environment. .67
Life Up-to-Date 17.02 .83 4.13
Your information and media access .89
ability.
Your sense of sophistication and .90

being up-to-date.

(Scale: 1=very unimportant, 7=very important)
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Measurement Model with Confirmatory Factor Analysis

Though exploratory factor analysis can provide useful preliminary analyses, it
does not directly assess unidimensionality. Hence, the assessment of unidimensionality
provided by confirmatory factor analysis represents an important step in the
establishment of meaning of the estimated factors (Anderson & Gerbing, 1988a). The
purpose of the measurement model is to define the relations between the observed
indicator variables and the underlying unobserved latent variables, and thereby specifies
the pattern by which each measure loads on a particular factor. In building measurement
models, multiple-indicator second-order measurement models are preferred because they
allow the most unambiguous assignment of meaning to the estimated constructs
(Anderson & Gerbing, 1988b).

One primary interest in structural equation modeling for both measurement model
and structural model analysis is the extent to which a hypothesized model fits, or
adequately describes the sample data. The model fit can be assessed by chi-square (3°) or
(CMIN) in AMOS, degree of freedom (DF), and series of model-of-fit statistics such as
the Goodness of Fit Index (GFI), the Normed Fit Index (NFI), the Comparative Fix Index
(CFI), and the Root Mean Square Error of Approximation (RMSEA). In the following
section, these fit statistics are described in detail according to Byrne’s (1998, 2001)
definition and explanation of these fit statistics.

The CMIN (minimum discrepancy) represents the discrepancy between the

unrestricted sample covariance matrix and the restricted covariance, which is more
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commonly expressed as likelihood ratio test statistic of x°. However, the chi-square
statistic is very sensitive to sample size, and sometimes generates significantly poor fit
even though the model explains the data well. To solve this problematic aspect of the
chi-square statistic, it is more common to use the ratio of chi-square to the degree of
freedom (3 ?/df) in the empirical studies. The ratio value (y*/df or CMIN/DF) less than 5
(<5) is considered a good fit of the model (Byrne, 2001).

The values of Normed Fit Index (NFI = .91) and Comparative Fix Index (CFI) are
derived from the comparison of a hypothesized model with the independence model, and
each provides a measure of complete covariance in the data (Byrne, 2001). The
Goodness-of-Fit Index (GFI) is a measurement of the relative amount of variance and
covariance in the unrestricted sample covariance matrix, they can be classified as
absolute indexes of fit because they basically compare the hypothesized model with no
model at all (Hu & Bentler, 1995; Byrne, 1998). A GFI, NFI, and CFI value greater than
.90 (>.90) is considered representative of well-fitting model, with value close to 1.00
being indicative of good fit.

The RMSEA refers to the root mean square error of approximation, which is
recognized as one of the most informative criteria in covariance structural modeling. The
RMSEA takes into account the error of approximation in the population and measures
how well the model fits the population covariance matrix. A RMSEA value less than .05
(<.05) and .08 (<.08) represents a good fit and reasonable good fit respectively; a

RMSEA value ranging from .08 to.10 indicate a mediocre fit (Byrne, 1998).
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Given findings of an inadequate goodness of fit, the next logical step is to detect
the source of misfit in the model. In AMOS, the most effective way to detect model
misspecification is to examine the modification indices (MIs). However, the
respecification or reestimation of a model based on the MI must be used as cautious,
because the researchers should determine whether the estimation of the target parameter
is substantively meaningful (Joreskog & Sorbom, 1993), and they need to consider

whether or not the respecified model would lead to an overfitted model (Byrne, 2001).

Measurement Model of Individualism

The eleven scale items that related to power, achievement, hedonism, stimulation,
and self-direction for individualism were measured by second-order confirmatory factor
analysis. In reviewing the goodness-of-fit statistics (x*= 277.03, y*/df = 8.40, GFI = .93,
NFI = .88, CFI =.89, RMSEA =.103), it appeared that there was some degree of misfit
in the hypothesized second-order structure. Although a review of the modification
indices (MIs) for the regression weights revealed five parameters indicative of cross-
loading, the highest value (MI = 64.12) was between item “daring” and the construct
“self-direction”, which represented the cross-loading of “daring” on the “self-direction”
factor.

After the removal of item “daring”, the goodness-of-fit statistics were significant
improved and all indices were above the satisfactory level. Both the Normed Fit Index

value of .91 (NFI =.91) and Comparative Fix Index value of .92 (CFI = .92) were then
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above the acceptance level of .90. The Root Mean Square Error of Approximation had a
value of .072 (RMSEA = .072), which fell in the acceptable range of .08 or less. All of
these goodness-of-fit statistics indicated the sample data fitted the whole model well.
Although the chi-square was statistically significant at the 0.01 level, given that the chi-
square statistic is very sensitive to sample size, and with a very large sample (>200) it can
generate significantly poor fit even though the model explains the data well (Bagozzi &
Yi, 1998). The ratios of chi-square to the degree of freedom (Xz/df) fell into the range of
1 to 5 which suggested that the data fitted the model well.

The results of the measurement model parameter estimates revealed that all
estimated values, including factor loadings and variance/covariance were both reasonable
and statistically significant. There were no negative error variances, no above 1.00
standardized correlations, and no very large standard errors found from the estimated
values, which confirmed the five dimensions structure of individualism. The
measurement model parameter estimates for individualism is shown in Table 4-7. The
measurement model of second-order factor structure for individualism is presented in

Figure 4-1.
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Table 4-7. Second-order Measurement Model Parameter Estimates for Individualism

Construct/ Construct  Standardized Unstandardized  Standard t-

Item Estimate Estimate Error value
First-order
analysis
power <---individualism .89 0.69 0.05 13.89
achievement  <--- individualism 0.92 0.80 0.04 19.00
hedonism <--- individualism 0.88 0.64 0.04 15.20
stimulation <--- individualism 0.73 0.86 0.06 15.17
self-direction <--- individualism 0.88 0.65 0.05 12.11
Second-order
analysis
social power  <--- power 0.61 1.00
wealth <--- power 0.70 1.05 0.08 12.72
capable <--- achievement 0.68 1.00
successful <--- achievement 0.76 0.83 0.05 15.61
pleasure <---  hedonism 0.62 1.00
enjoying life  <--- hedonism 0.66 0.92 0.07 12.41
a varied life <--- stimulation 0.77 1.00
an exciting life <--- stimulation 0.79 0.91 0.06 15.16
creativity <--- self-direction 0.55 1.00
;l;(;fsmg M < selfedirection 0.72 1.06 0.09 11.56

v*/df = 4.89, NFI= .91, CFI = .92, RMSEA = .072
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Measurement Model of Collectivism

The three dimensions of collectivism (i.e., conformity, benevolence and tradition)
were measured through the second-order confirmatory factor analysis. An assessment of
the goodness-of-fit statistics (xz/df =5.31, GFI = .96, NFI = .96, CFI1 = .96, RMSEA =
.079) revealed that the sample data fitted the measurement model well. The results of
the measurement model showed that all estimated values, including factor loadings and
variance/covariances were both reasonable and statistically significant. The
modification indices (MIs) were predominantly low and there was no justification for
freeing up parameters on the basis of the MIs. The model can be considered to best
present the structure of scale items for collectivism. The measurement model parameter
estimates for collectivism is shown in Table 4-8. The measurement model of second-

order factor structure for collectivism is presented in Figure 4-2.
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Table 4-8. Second-order Measurement Model Parameter Estimates for Collectivism

Construct/ Construct  Standardized Unstandardized  Standard t-
Item Estimate Estimate Error value
First-order
analysis
tradition <---  collectivism 0.97 0.62 0.04 14.10
benevolence <---  collectivism 0.98 0.81 0.04 20.46
conformity <---  collectivism 0.98 0.83 0.03 24.33
Second-order
analysis
humble <---tradition 0.54 1.00
respect for tradition <---  tradition 0.43 0.92 0.10 9.13
honest <---  Dbenevolence 0.75 0.89 0.05 18.29
helpful <--- benevolence 0.72 1.00
forgiving <--- benevolence 0.67 0.88 0.05 16.40
self-discipline <--- conformity 0.75 1.01 0.05 20.96
honoring -
parents/elders conformity 0.75 0.84 0.04 21.11
politeness <---  conformity 0.82 1.00

(*/df = 5.31, GFI = .96, NFI=.96, CFI=.96, RMSEA=.079
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Measurement Model of Materialism

The three-dimensional structure of the materialism scale did not appear in the
exploratory factor analysis, but was confirmed in the second-order confirmatory factor
analysis. Although the various fit indexes for the initial model (GFI =.93, CFI =.94, NFI
=.94, RMSEA = .08) were beyond satisfactory level and revealed the model fit the data
well, there was still some evidences of misfit in the model. In reviewing these
misspecification statistics, it showed that the model could be further improved if the item
of “I enjoy spending money on things that aren’t practical” was deleted. The
improvement of the model fit after the item deletion was evident by improved CFI value
of .98 (vs. .94), NFI value of .98 (vs. .94), and the drop in RMSEA (.06 vs. .08) value.
The measurement model parameter estimates for materialism is shown in Table 4-9. The
measurement model of second-order factor structure for materialism is presented in

Figure 4-3.
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Table 4-9. Second-order Measurement Model Parameter Estimates for Materialism

Construct/ Construct  Standardized Unstandardized  Standard t-
Item Estimate Estimate Error value
First-order
analysis
success <--- materialism 1.04 1.01 0.06 18.32
centrality = <--- materialism 1.04 1.00 0.05 18.50
happiness <--- materialism 1.02 1.25 0.05 26.11
Second-order
analysis
suc3 <--- success 0.62 1.00
suc2 <--- success 0.68 1.11 0.07 15.30
sucl <--- success 0.62 0.86 0.06 14.26
cen2 <--- centrality 0.62 1.00
cenl <--- centrality 0.61 0.92 0.06 14.26
hap3 <--- happiness 0.75 1.00
hap2 <--- happiness 0.62 0.76 0.05 17.04
hapl <--- happiness 0.81 0.89 0.04 21.69

¥*/df = 3.50, NFI = .98, CFI =. 98, RMSEA = .06
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Figure 4-3. Measurement Model of Second-order Factor Structure for Materialism
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Measurement Model of Consumption Values

The four dimensions of consumption values (i.e., functional value, social value,
emotional value, and epistemic value) were estimated through second-order confirmatory
factor analysis. The item “they make me feel sophisticated” was dropped from further
analysis because the factor loading to the expected factor was lower than 0.6. A
reviewing of the goodness-of-fit statistics (y*/df = 4.58, NFI = .95, CFI = .96, RMSEA =
.09) of the final model revealed the indices generally exceed the acceptable level
although the RMSEA was somewhat above the recommended level of .08. The results
of the measurement model showed that factor loadings and variance and covariances
were both rational and statistically significant. The measurement model was considered
to present the structure of consumption values well. The measurement model parameter
estimates for consumption values is shown in Table 4-10. The measurement model of

second-order factor structure for consumption values is presented in Figure 4-4.
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Table 4-10. Second-order Measurement Model Parameter Estimates for Consumption Values

Construct/ Construct  Standardized Unstandardized  Standard t-
Item Estimate Estimate Error value
First-order
analysis
. ___ consumption
function value - <---— 0 e 0.82 0.73 0.06 11.26
. ___ consumption
emotional value <---— ' o 0.88 0.92 007  13.14
. ___ consumption
social value <= 0 0.88 0.96 0.08 12.46
. . ___ consumption
epistemic value <---— o 0.81 0.71 0.08 9.47
Second-order
analysis
fuval <--- function value 0.60 1.00
fuva2 <--- function value 0.62 0.94 0.09 10.47
fuva3 <--- function value 0.63 0.99 0.10 10.14
soval <--- social value 0.77 1.00
sova2 <--- social value 0.67 0.95 0.07 13.87
sova3 <--- social value 0.71 1.03 0.08 13.15
emval <--- emotional value 0.82 1.00
emva2 <--- emotional value 0.66 1.20 0.09 12.81
epval <--- epistemic value 0.56 1.00
epva2 <--- epistemic value 0.83 1.25 0.12 10.10

x*/df = 4.58, NFI = .95, CFI = .96, RMSEA = .09
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are using these brands.

\> They make me feel good.

Emotional Value

\‘ They make me feel happy.

\“ | am curious about these brands.

x/df = 4.58
NFI = .95

CFI = .96
RMSEA = .09

\ | like to experience things that
are new and different.

Epistemic Value

Figure 4-4. Measurement Model of Second-order Factor Structure for Consumption Values
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Measurement Model of Consumer Modernity

The same procedure was used to estimate the two-dimensional structure of
consumer modernity (i.e., life satisfaction and life up-to-date). Although the y*/df was
beyond the satisfactory level of 5 and RMSEA was a little higher than .08, other
goodness-of-fit statistics (GFI = .95, NFI= .96, CFI =.96) suggested the data fitted the
measurement model fairly well. All factor loadings were above .60 and were statistically
significant. The measurement model parameter estimates for consumer modernity are
shown in Table 4-11. The measurement model of second-order factor structure for

consumer modernity is presented in Figure 4-5.

Table 4-11. Second-order Measurement Model Parameter Estimates for Consumer Modernity

Construct/ Construct  Standardized Unstandardized  Standard t-
Item Estimate Estimate Error value
First-order
analysis
life ... consumer
satisfaction modernity 0.78 0.98 0.08 12.84
life ___ consumer
up-to-date modernity 0.62 0.63 0.08 7.45
Second-order
analysis
money <--- life satisfaction 0.83 1.00
job <--- life satisfaction 0.82 0.91 0.04 20.68
transportation <--- life satisfaction 0.80 0.87 0.04
home <--- life satisfaction 0.80 0.90 0.05 20.00
education <--- life satisfaction 0.70 0.76 0.05 16.67
sophistication <--- life up-to-date 0.74 1.00
information <--- life up-to-date 0.95 1.31 0.13 10.40

x*/df =6.22, GFI = .95, NFI= .96, CFI =.96, RMSEA =.10
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money

job

transportation

home

es)

education

information

life up-to-date

o

sophistication

life satisfaction

Consumer Modernit)

Y /df = 6.22
GFI = .95
NFI = .96

CFI = .96
RMSEA =.10

Figure 4-5. Measurement Model of Second-order Factor Structure for Consumer Modernity
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Validity and Reliability of the Measurement Scales

The convergent validity of the measurement items was examined in terms of their
factor loadings and the average extracted variances. In this research, all factor loadings
to their respected constructs were higher than the marginal acceptable level of 0.50, with
the exception of “respect for tradition” in the collectivism scales. In each case, the t-
values were significant at the 0.01 level. The average extracted variances exceeded the
recommended standard of 0.5. The item “respect for tradition” was retained because the
deletion would result in unacceptable model fit.

The internal consistency reliability of items was accessed by the Cronbach alpha.
In this research, the Cronbach alphas ranged from 0.70 to 0.89 for all multiple item
constructs. The results indicated that the items representing constructs in the

measurement model had good construct validity and reliability.

Structural Equation Modeling Analysis

The purpose of the structural model is to define the relations among the
unobserved latent variables, so it specifies which latent variables directly or indirectly
influence changes in the values of other latent variables in the model. The structural
equation modeling analysis was employed in this research to test the structural
relationships of Chinese consumers’ value systems, consumption values and modern
consumption behavior. The conceptual model (Figure 2-2) was converted to the

hypothesized model (Figure 4-6) under structural equation modeling notation. In the
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hypothesized model, individualism and collectivism were treated as exogenous latent
variables; while materialism, consumer modernity, and modern consumption behavior

were regarded as endogenous latent variables.

Functional
Value

Individualism
Consumer
Modernity

Emotional
Value

Modern
Consumer
Behavior

Epistemic
Value

Figure 4-6. Hypothesized Model of Chinese Consumers Value Systems, Consumption

Values and Modern Consumntion Behavior

Results of the initial structural equation modeling showed that the model was not
well-fitting. A review of the modification indices (Mls) revealed some evidence of misfit
in the model. The largest of MIs was found associating correlations between constructs
individualism and collectivism. The path of correlation between individualism and

collectivism was added based on Tocqueville’s (1945) argument that that an individual
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promotion of the self could be compatible with a personal dedication to the community.
The correlations between individualism and collectivism were also confirmed in Chan’s
(1994) and Watson and Morris’s (2002) research. After adding a correlation path and
deleting several paths that were not statistically significant (i.e., functional value —
consumer modernity; emotional value — consumer modernity; epistemic value —
modern consumption behavior), the overall model fit was significantly improved.
Although the CFI (.91) was within the marginally satisfactory level, other
goodness-of-fit statistics (y*/df = 4.90, NFI=.93, RMSEA = .07) suggested that the model
was relatively well-fitting. The final structural model of Chinese consumer’ value
systems, consumer values, and modern consumption is shown in Figure 4-7, and a

summary of standardized path coefficients of the structural model is presented in Table 4-

12.
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Functional
Value

Individualism

Consumer
Modernity

Social
Value

Emotional
Value

Modern
Consumer
Behavior

Epistemic
Value

y*/df=4.9
NFI= .93

CFI = 91
RMSEA = .07

Figure 4-7. The Final Structure Model of Chinese Consumers’ Value System,
Consumption Values and Modern Consumption Behavior
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Table 4-12. A Summary of Standardized Path Coefficients in Structural Model

Construct Path Construct Path .
Coefficient
individualism — materialism Jo*E*®
collectivism — materialism - 18%*
individualism — functional value L1 8%*
individualism — social value 16%*
individualism — emotional value 1 O**
individualism — epistemic value 15%
collectivism — functional value 19%*
collectivism — social value 19%*
collectivism — emotional value D4xEE
collectivism - epistemic value 7
materialism — functional value R o
materialism — social value 33Hx*
materialism — emotional value AQFE®
materialism - epistemic value 34k
social value — consumer modernity 26%H*
epistemic value - consumer modernity A 3H*
functional value — modern consumer behavior R
social value — modern consumer behavior J14%*
emotional value — modern consumer behavior 14%*

kP <00, ** p<.01,*P<.05
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Hypotheses Testing

The hypothesized relationships were tested through examining the path
coefficients in the hypothesized model of the Chinese consumers’ value systems,
consumption values and modern consumption behavior. As shown in table 4-13, which
presents the results of hypotheses testing, all the paths among cultural-social value factors
and consumption value factors were statistically significant, while some paths among
consumption values factors and modern consumption behavior factors were not
significant.

The result of this study supported hypotheses 1 and hypotheses 2, which posited
that individualism would be positively related to materialism, and collectivism would be
negativey related to materialism respectively. As expected, the path between
individualism and materialism was statistically significant and positive ( = .36***), and
the path between collectivism and materialism was significant and negative (f = -.18%%*).

The results of this study fully supported hypotheses 3, but did not support
hypotheses 4. Hypotheses 3 proposed that that individualism would be positively related
to consumption values of (a) functional value, (b) social value, (c) emotional value, and
(d) epistemic value. Hypotheses 4 expected that collectivism would be negatively related
to consumption values of (a) functional value, (b) social value, (c) emotional value, and
(d) epistemic value. Individualism was found significant and positively related to all
consumption values of functional value (B =.18*%*), social value ( =.16*), emotional

value (B =.19%%*), and epistemic value (f =.15%*). In contrast with the hypothesized
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negative relationship between collectivism and consumption values, collectivism was
found significant and positively related to consumption values of functional value (B =
.19%*), social value (B = .19**), emotional value ( = .24**), and epistemic value (f =
.17*%*). When examining the path coefficients between individualism and consumption
values versus the path coefficients between collectivism and consumption values, it was
found that the relationships between collectivism and each of the four consumption
values (e.g., p=.19%* vs. f = .18** B =.19%* vs. B = .16%, f = .24*** vs. B = . 19%* B =
A7%*% vs. B =.15%) were stronger than that of individualism and consumption values.
Hypotheses 5 posited that materialism would be positively related to consumption
values of (a) functional value, (b) social value, (c) emotional value, and (d) epistemic
value. The hypothesized positive relationships between materialism and consumption
values were fully supported in this study. Materialism was found to significantly and
positively influence consumption values of functional value (B = .23***), social value (3
= .33*%), emotional value ( = .40***), and epistemic value ( = .34***). The impact of
materialism on consumption values was some what stronger than the effect of
individualism and collectivism on consumption values. All the path coefficients between
materialism and consumption values (e.g.,, B = .23%** [ = 33%** [ = 40%** =
34%**) were higher than the paths coefficients between individualism and consumption
values (e.g., p=.18**, B =.16* B =.19** B =.15%), and the path coefficients between

individualism and consumption values (e.g., p =.19%* = .19%* [ = 24%** [ = [7%*),
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The results of this study partially support hypotheses 6 which hypothesized that
consumption values of (a) functional value, (b) social value, (c) emotional value, and (d)
epistemic value would be positively related to consumer modernity. Hypotheses 7 which
predicted that consumption values of (a) functional value, (b) social value, (c) emotional
value, and (d) epistemic value would be positively related to modern consumer behavior
were partially supported. Two out of four consumption values, namely social value (B =
.26%**) and epistemic value (B = .13**) were found to significantly and positively affect
consumer modernity. Three out of four consumption values, i.e., functional value (f =
.23%*%*) social value (B = .14**), and emotional value (f = .14*) were significantly
related to modern consumption behavior. The relationships between function value and
consumer modernity (functional value — consumer modernity), emotional value and
consumer modernity (emotional value — consumer modernity), as well as epistemic
value and modern consumer behavior (epistemic value — modern consumer behavior)

were found not statistically significant.
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Table 4-13. A Summary of the Hypotheses Testing Results

Hypothesized Path Cocfticient _ Tesing
H1: Individualism — Materialism (+) 3k Supported
H2: Collectivism — Materialism (-) _18%* Supported
H3a: Individualism — Functional Value (+) 18%% Supported
H3b: Individualism — Social Value (+) 16%* Supported
H3c: Individualism — Emotional Value (+) 19 Supported
H3d: Individualism — Epistemic Value (+) 15% Supported
H4a: Collectivism — Functional Value (-) 19 Not Supported
H4b: Collectivism — Social Value (-) 9% Not Supported
H4c: Collectivism — Emotional Value (-) 24k Not Supported
H4d: Collectivism — Epistemic Value (-) 7% Not Supported
H5a: Materialism — Functional Value (+) Q3% Supported
H5b: Materialism — Social Value (+) 33kkk Supported
H5c: Materialism — Emotional Value (+) 4QF** Supported
HS5d: Materialism — Epistemic Value (+) 34k Supported
Hé6a: Functional value — Consumption Modernity (+) Not Supported
H6b: Social Value — Consumer Modernity (+) 6% Supported
H6c: Emotional Value — Consumer Modernity (+) Not supported
H6d: Epistemic Value — Consumer Modernity (+) J13%* Supported
H7a: Functional Value — Modern Consumption Behavior (+) Q3HE* Supported
H7b: Social Value — Modern Consumption Behavior (+) 14%* Supported
H7c: Emotional Value — Modern Consumption Behavior (+) 14%* Supported
H7d: Epistemic Value — Modern Consumption Behavior (+) Not Supported
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CHAPTER V. DISCUSSION, IMPLICATIONS, AND CONCLUSIONS
This chapter is presented in three sections. The first section discusses the findings
of this study. The second section summaries the results and provides managerial
implications. The third section addresses the limitations and recommendations for future

study.

Discussion
This study attempted to determine the effects of underlying cultural-social values
on the consumption values in the changing Chinese society. In addition, this research
sought to examine the influence of consumption values on Chinese consumers’ modern
consumption behavior. In this section, the results of hypotheses testing and other
findings are discussed to provide more evidence that the value systems affect

consumption behavior through mediating factors of consumption values.

Individualism, Collectivism, and Materialism

Earlier cross-cultural studies (e.g., Hofstede, 1980; Triandis, 1995) have
suggested that Chinese society is a collectivistic society, in which individuals pay more
attention to in-group goals, but less consideration for personal goals. This study
compares Chinese consumers’ individualistic values and collectivistic values. It was

found that modern Chinese in this study are pursuing individualistic goals of self-
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direction, achievement, stimulation, power, and hedonism, as well as collectivistic goals
of conformity, benevolence, and tradition. This finding is contradictory with traditional
thoughts (e.g., Hofstede, 1980; Triandis, 1995) that the Chinese are high on concern of
the group and low on individual priorities. However, these findings are comparable with
the findings of Feather (1986); Lau (1988); Stipek, Weiner & Li (1989); and Lau (1992)
that Chinese society is, indeed, both collectivistic and individualistic.

Materialism is the result of economic development (Tse et al. 1988) and is highly
associated with individualism. The tendency that China is moving toward a materialistic
society has been captured by Tse et al. (1989), Ting and Chui (2000), and Weber (2002).
However, the results of this study reveal that Chinese consumers in Shanghai,
consistently rated lower on materialistic value scales compared to individualistic and
collectivistic values scales. This result can be explained in that materialistic values are
still regarded as disagreeable values in Chinese society. Therefore, many people express
their reservation about materialistic values even though they may be engaged with
material acquisitions and possessions in their real life.

In this study, it was proposed that people who have high individualistic values
would also have high materialistic values. This hypothesis was developed based on
Richins and Dawson’s (1992), Wong’s (1997), and Keng et al.’s (2000) studies. Richins
and Dawson’s (1992) study showed that individuals who had a higher level of
materialism were more likely to emphasize individualistic values of self-fulfillment,

enjoyment and self-respect than were persons with low levels of materialism. Similar
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findings were identified in Wong’s (1997) and Keng et al.’s (2000) research. The
significant positive relationship between individualism and materialism was supported in
this study. Chinese consumers with higher levels of individual orientation were found to
place a greater emphasis on the acquisition and possession of material objects.

In terms of the relationship between collectivism and materialism, it was posited
that collectivistic values, such as benevolence, tradition and conformity, held by Chinese
consumers would have significant negative effects on their materialistic values of
success, centrality and happiness. This expectation was based on previous research of
Wong (1997) and Keng et al. (2000), in which materialism was found to be negatively
related to such collective-oriented values as benevolence, conformity, and universalism.
The negative relationship between collectivism and materialism was supported in this
research. Respondents who respected tradition and were concerned more about the
welfare of other people were found less to care less about the acquisition and possession

of material objects.

Individualism, Collectivism, and Consumption Values

This study hypothesized that individualism (i.e., power, achievement, hedonism,
stimulation, and self-direction) would be positively related to consumption values of
functional value, social value, emotional value, and epistemic value, and collectivism
(i.e., tradition, benevolence, and conformity ) would be negatively related to consumption

values of functional value, social value, emotional value, and epistemic value, These
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hypotheses were developed based on research by Kim et al. (2002), and Gary et al.
(2002). The expected positive relationships between individualism and consumption
values are fully supported in this study. But the expected relationships between
collectivism and consumption values were not supported. Indeed, collectivism was found
to be positively related to consumption values. This result indicates that consumption
values are important consumer attributes, which need to be fulfilled through different
dimensions for both individualistic and collectivistic consumers.

When comparing the consumer group who had a high level of individualistic
values with group that was high in collectivistic value, it was found that, generally,
collectivists held stronger connections with each of the four consumption values (i.e.,
functional, social, emotional and epistemic value) than did the individualists. This
finding strongly supports Sin et al.’s (2001) research on Chinese women’s role and
consumption values. Their research found that the individualists had the lowest scores on
any consumption value scales across all three product types of dresses, refrigerators, and
donations, such as instrumental, social, and aesthetic values, these value scales are similar
to functional, social, emotional or epistemic values in this study. The stronger value-
attribute relationship among collectivists as compared to individualists was suggested by
Gregory et al. (2002), and can be explained as follows: collectivists tend to place great
importance of self-identity within groups while individualists only consider personal
goals. Therefore, the value-attribute relationship should be stronger when the subject’s

attribute, such as consumption value, serves as a social-identity function. This result
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implies that collectivistic consumers may achieve more consumption value through the
purchase of foreign brand products or service than do individualistic consumers.

In regarding of consumers’ attitudes toward consumption values, it is interesting
to know that the individual-oriented respondents were comparable to the collectivistic-
oriented respondents in putting more emphasis on emotional value than on functional and
social vales, and are least concerned with the epistemic value. This result is contrast with
previous findings by Sin and Yau (2001) that both individualists and collectivists
treasured instrumental or functional value as more important than social value, but gives
more evidence of Belk’s (1988) argument that developing cultures are acquiring
hedonistic consumption (e.g., fun and pleasuring shopping) more rapidly than is the case
in western society. The implication of this finding is that no matter the individuals’
difference in social values (collectivistic value vs. individualistic value), the achievement
of emotional value in foreign-brand purchase is more important than other consumption
values, such as functional or social values, while the epistemic value is of least value to

be accomplished through the purchase of foreign brand products or services.

Materialism and Consumption Values

This study proposed a positive relationship between materialism and consumption
values, which is based on studies of materialism by Richins (1995), Holt (1995), Wong
(1997), and Tatzel (2002) which found that high materialism was associated with

utilitarian meanings and conspicuous consumption, but not with pleasure-oriented
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activities. The results of the present research fully support the positive relationships
between materialism and consumption values. Materialism was found to be more highly
associated with emotional value than any other consumption value, such as functional,
social and epistemic values, while functional value was the construct that was least
influenced by materialism. This result partially supports Tatzel’s (2002) materialism
research, which argued that high material-oriented people were more involved with status
consumption and the aesthetic product purchase, while those low in materialistic value
tended to place greater value on experiential or pleasure-oriented activities. The results
of the current study indicate that the purchase of foreign brand products/service behavior
can provide materialistic consumers the opportunity to realize different consumer values
associated with these products or services. For materialistic consumers, emotional value
is the most important attribute, social value is as important as epistemic value, but
functional value is the least concern to them. This result indicates that emotional
attributes are more appealing to material-oriented consumers than any other attributes
when they are engaged in foreign product purchase. Social value and epistemic value are
also very important, but functional value is not as important to materialistic consumers.
The results of the present study also suggest that people high in materialistic value
generally have stronger positive relationships associated with all four consumption values
than do individualistic-oriented and collectivistic-oriented individuals. This finding can

be explained that since materialists use material acquisition and possessions as indicators
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of success and achievement in life, they are more likely than individualists and

collectivists to purchase foreign products or services to satisfy their consumption values.

Consumption Values and Consumer Modernity

This research hypothesized that consumption values would be positively related to
consumer modernity. The positive relationship between consumption values and
consumer modernity was partially supported. Social value and epistemic value were
found to be significantly and positively associated with consumer modernity, but
functional and emotional values did not have a statistically significant relationship to
consumer modernity. Social value exhibited a stronger relationship to consumer
modernity than did epistemic value. This finding suggests that Chinese consumers are
more likely to be satisfied with their current life situation and view themselves as modern
consumers when they purchase foreign products and services to fulfill their social values,

rather than fulfilling their epistemic values.

Consumption Values and Modern Consumption Behavior

This study hypothesized a significant relationship between consumption values
and modern consumer behavior. The hypothesized relationships were partially supported
in this study. Three out of four consumption values, namely functional value, emotional
value and social value were found to be significantly and positively related to modern

consumption behavior; epistemic value was not statistically significantly related to
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modern consumption behavior. This result supports Eckhardt and Houston’s (1998)
research that Chinese consumers use high profile brand names for the reason of securing
the right choice rather than for symbolic or status motivations. It is also consistent with
Kim et al.’s (2002) finding that Chinese consumers were more likely to satisfy their
desire through functional needs, but not through experiential or epistemic needs.

Earlier researchers (Tse et al., 1989; Johansson & Moninpour, 1997; Kim et al.
2002) have suggested that when a nation’s per capita GDP is low, and the resources in a
society are limited, consumers may focus more heavily on price and performance
attributes in products or brands; as more resources become available, consumers may
desire more hedonic or emotional features. Hence, the results of this study can be
explained as although recent economic development has improved people’s incomes and
standards of living, Chinese consumers are still considered have relatively low income
and to have limited economic resources compared to their counterparts in developed
countries. Hence, most Chinese consumers choose to purchase foreign products or
services because they are trustful or have good quality. As more Chinese consumers take
the great advantage from economic successes and become more affluent and modern,

they may become more involved in hedonic and emotional shopping.
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Implications and Conclusions

The primary objective of the current study was to examine how Chinese
consumers’ changing value systems affect their modern consumption behavior through
mediating variables of consumption values. More specifically, this study attempts to
answer two broad questions: (1) How do the common social values that people have, for
instance collectivism, individualism and materialism, influence their consumption
values? And (2), how do consumption values held by consumers affect their market
choices and consumer behavior? These research objectives are considered to be achieved
through the investigation of Chinese consumers’ changing value systems, consumption
values, and modern consumption behavior.

China is traditionally regarded as a collectivistic society, in which the linkages
between individuals are close and strong; people treasure tradition, benevolence, and
conformity. However, as a result of economic growth and modernization processes,
China is undergoing dramatic cultural and social transformation from a collectivistic to
an individualistic and materialistic society. In the consumer behavior literature, cultural
and social value systems are recognized as a powerful force shaping consumers’
motivations, life-styles, and market choice (Tse et al., 1989), while middle-class
consumers are an important social group that influences a society by providing patterns
and standards of consumption for others to emulate. The examination of the value

system among Chinese middle-class consumers provides evidence that underlying
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cultural and social values greatly affect individuals’ consumption behavior, and the
consumption values play a mediating role in the value-behavior relationships.

The current study found that modern Chinese consumers are pursuing
individualistic goals of self-direction, achievement, stimulation, power, and hedonism, as
well as collectivistic goals of conformity, benevolence, and tradition. Many people are
reluctant to express their emphasis on materialistic value even though they may engage in
acquisition of material acquisitions and possessions in their real life. Individualism was
found to be positively related to materialism, while collectivism was negatively
associated with materialism.

This research found that individualism and collectivism, as well as materialism
are positively related to all consumption values of functional value, social value,
emotional value, and epistemic value. The implication of this finding is that no matter
the individuals’ differences in social values (e.g., collectivistic vs. individualistic, or
materialistic), consumption values are important consumer attributes and can be fulfilled
from different dimensions through the purchase of foreign products and services.

In regarding the relationships among cultural values and consumption values,
some of the findings are notable and are listed as follows: (1) collectivists hold stronger
connections with each of the four consumption values than do individualists, (2)
individualistic-oriented individuals are comparable to collectivistic-oriented people in
putting more emphasis on emotional value than on functional, social, and epistemic

values, (3) people high in materialistic value generally had stronger positive relationships
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with all four consumption values than did individualistic-oriented and collectivistic-
oriented individuals, and (4) for materialistic consumers, emotional value is the most
essential attribute, social value is as important as epistemic value, but functional value is
the least concern to them.

Compared with all the significant relationships between cultural-social value
factors and consumption value factors, some of the relationships between consumption
values and modern consumption are not significant. Social and epistemic values were
found to relate to consumer modernity positively; functional, emotional and epistemic
values were found to significantly affect modern consumption behavior. The stronger
influence of social value than epistemic value suggests that people are more likely to be
satisfied with their current life situation or view themselves as modern consumers when
they purchase foreign products and services to fulfill their social value. Chinese
consumers in the current study were more likely to satisfy their desire through functional
needs, but not through experiential or epistemic needs.

Hofstede (1980) suggested that individualism is closely associated with national
wealth, gross national product, and other factors that are related to modernization.
Triandis (1995) argued that shifts from collectivism to individualism are influenced and
mediated by affluence, exposure to mass media, and modernization. Hence, it is
expected that more and more individuals will become more individualistic and
materialistic as the result of economic growth and modernization processes. Since

generally both individualists and materialists tended to put more emphasis on emotional
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value, marketers should develop market strategies emphasizing the emotional appeal, for
instance design a fun store-setting or window display, to appeal to the hedonic or
emotional attributes of young individualistic and materialistic consumers. Given that
functional value was still the most important attribute associated with foreign brand
purchases, retailers should promote their products’ superior quality over domestic
products to encourage more foreign product purchase.

In summary, as the marketing world moves forward toward globalization, and as
new markets open up and develop, it is crucial for marketers to understand the cultures
and consumer behavior in new marketplaces. China is attractive for most multinational-
corporations because it is a nation that has enjoyed the world’s fastest-growing economy
in recent years, and represents the biggest potential consumer market in the world.
Meanwhile, China is also undergoing a major social and cultural transformation from a
more collectivistic society to a more individualistic and materialistic society. This
research examined the value system of a sample of Chinese middle-class consumers in
China’s biggest and wealthiest city. Findings of the research provide more evidence that
underlying cultural and social values greatly affect individuals’ consumption behavior,
and the consumption values play a mediating role in the value-behavior relationships. It
is believed that this research will provide insights of changing consumer behavior, which
will help multinational marketers develop effective market strategies to serve China’s big

market. The current research will also benefit Chinese consumers by improving their
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standards of living through increased availability of wider assortments of products and

services to meet the value systems of these consumers.

Limitations

While this study examined the value systems and consumption behavior of a
sample of middle-class Chinese consumers, the results need to be interpreted in the
context of some limitations.

The sample employed in this study is limited to middle-class consumers living in
metropolitan Shanghai. Compared to Chinese national population statistics, the
respondents in this study are relatively young, well-educated and have higher incomes.
Although this demographic reflects the characteristics of middle-class consumers, the
results in this study can not be generalized to all Chinese consumers since consumption
behavior varies greatly according to regions in China.

This research utilized the self-administered survey method. Although the self-
reported convenience sample method is broadly used in social science and consumer
behavior research, subject-reported data may be biased because it is subject to the
fallibility of people’s memories, idiosyncratic scale use, and even deliberate alteration
through social desirability (Bhatnagar & Chose, 2004; Liu, 2004). For instance, the
current research found that the Chinese consumers in this sample consistently rate
materialistic values (i.e., success, centrality, and happiness) lower than individualistic and

collectivistic values. Is this phenomenon attributed to the restrictive expression towards
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materialism in Chinese society, or should it attributed to other factors, such as the self-
reported research method? These findings need to be further explored in future research.
While most of the measurement scales used in the current research, namely
Schwartz and Bilsky’s (1990, 1992) individualism and collectivism scales, Richins and
Dawson’s (1992) materialism scales, and Sheth et al.’s (1991a, 1991b) consumption
scales, have been tested for reliability by previous research, some of the measures (e.g.,
consumer modernity scales) were developed in this study to achieve the research
objective. Therefore, the reliability of these scales need to be tested in a broader context

in future studies.

Recommendations for Future Study

Though values have been studied in different areas of applied psychology, few
studies have investigated the relationship of cultural and social values to consumer
behavior. This study helps to fill this gap by examining how Chinese consumers’
changing value system affects their modern consumption behavior. However, the
following areas of research should provide researchers insight into the changing Chinese
consumer values, value systems, and modern consumption behavior.

This current research examined Chinese middle class consumers’ value system
and their consumer behavior. The values and consumption behavior model developed in
this study can be employed to examine the difference of values and consumer behavior

among different social groups. For instance, how do urban consumers who are relatively
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wealthy, young and well-educated differ from rural consumers in their social values and
consumption behavior.

Furthermore, this study can also be expanded to conduct cross-cultural
comparisons. For example, individuals in Western society are generally considered as
individual-oriented, while people in Asian countries are rather collective-oriented.
Therefore, future study can examine the different impact of cultural-social values on the
consumer behavior of people from Western vs. Asian societies.

This study adopted Schwartz and Bilsky (1987, 1990)’s value framework to
investigate Chinese consumers’ individualism-collectivism value dimensions. However,
Schwartz also (1992, 1994) organized value types into the following two dimensions: the
first dimension of “openness to change” versus “conservation”, and the second dimension
of “self-enhancement” versus “self-transcendence”. In a future study, a conceptual
model can be developed to examine Chinese consumers’ values and value system through

different value dimensions.
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Appendix A. Survey Questionnaire Developed in English

Part I. The following is a list of items that people look for or want out of life. Please
study the list carefully and then rate each item on how important it is in your daily life
(1 = very unimportant; 7 = very important).

Very Unimportant Very Important
Creativity 1 2 3 4 5 6 7
Authority 1 2 3 4 5 6 7
Humble 1 2 3 4 5 6 7
Ambitious 1 2 3 4 5 6 7
Respect for tradition 1 2 3 4 5 6 7
Social power 1 2 3 4 5 6 7
Moderate 1 2 3 4 5 6 7
Daring 1 2 3 4 5 6 7
Honest 1 2 3 4 5 6 7
Self-discipline 1 2 3 4 5 6 7
Choosing own goals 1 2 3 4 5 6 7
Honoring parents and elders 1 2 3 4 5 6 7
Pleasure 1 2 3 4 5 6 7
An exciting life 1 2 3 4 5 6 7
Forgiving 1 2 3 4 5 6 7
Enjoying life 1 2 3 4 5 6 7
Successful 1 2 3 4 5 6 7
Wealth | 2 3 4 5 6 7
Politeness 1 2 3 4 5 6 7
Curious 1 2 3 4 5 6 7
Capable 1 2 3 4 5 6 7
Helpful 1 2 3 4 5 6 7
A Varied life 1 2 3 4 5 6 7

114



Part II. Please circle the number that indicates the level of your agreement with each
statement (1 = strongly disagree; 7 = strongly agree).

Strongly Disagree Strongly Agree

I admire people who own expensive homes, 1 2 3 4 5 6 7
cars, and clothes.

My life would be better if I owned certain 1 2 3 4 5 6 7
things I don’t have.

Buying things give me a lot of pleasure. 1 2 3 4 5 6 7

It sometimes bothers me quite a bit that I 1 2 3 4 5 6 7
can’t afford to buy all the things I’d like.

I like a lot of luxury in my life. 1 2 3 4 5 6 7

I’d be happier if I could afford to buy more 1 2 3 4 5 6 7
things.

The things I own say a lot about how well I 1 2 3 4 5 6 7
am doing in life.

I enjoy spending money on things that aren’t 1 2 3 4 5 6 7
practical.

Some of the most important achievements in 1 2 3 4 5 6 7
life include acquiring material possessions.
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Part III. How satisfied are you with your following current situation?

Least Satisfied Most Satisfied
The amount of money you earn. 1 2 3 4 5 6 7
The type of job you work. 1 2 3 4 5 6 7
The transportation you use. 1 2 3 4 5 6 7
The home appliance you own. 1 2 3 4 5 6 7
The level of your education. 1 2 3 4 5 6 7
Your housing and living environment 1 2 3 4 5 6 7
Your information and media access 1 2 3 4 5 6 7

ability
Your sense of sophistication and being 1 2 3 4 5 6 7
up-to-date.

Part IV. In this section, we are interested in understanding your purchase behavior
associated with foreign brand product purchase.

Have you purchased foreign brand products or services during a certain period of time?
(1)Yes (2) No

If you choose “yes”, please answer following question; if you choose “no” please skip
these questions and go to Part V.
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Pease circle the number that indicates the level of your agreement (1=strongly disagree;
7=strongly agree).

I purchase foreign brand products because:

Strongly Disagree Strongly Agree

The rich and successful people are using these 1 2 3 4 5 6 7
brands.

I like the taste of these brands. 1 2 3 4 5 6 7
They make me feel good. 1 2 3 4 5 6 7
They are trustful. 1 2 3 4 5 6 7
They make me feel happy. 1 2 3 4 5 6 7
I am curious about these brands. 1 2 3 4 5 6 7
They give me social status. 1 2 3 4 5 6 7
I like to experience things that are new and 1 2 3 4 5 6 7
different.

They make me feel sophisticated. 1 2 3 4 5 6 7
They are everywhere and are easy to get. 1 2 3 4 5 6 7
I am bored with domestic brands. 1 2 3 4 5 6 7
They are prestigious. 1 2 3 4 5 6 7

How many times do you think you have purchased foreign brand products or services
(e.g., drinking, cellular phone, apparel/accessories, or travel) during a given time period?

(1) None (2) one (3) Two
(4) Three (5) Four (6) Five and above

What is the average amount do you think you spend on purchasing foreign brand
products each time?

(1) Less than 100 RMB (2) 100-400 RMB (3) 401-700 RMB
(4) 701-1,000 RMB (5) 1,001-1,300 RMB (6) More than 1,300 RMB
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Part V. Please circle one answer that best describe you.

Gender: (1) Male (2) Female

Age: (1) Under 22 (2) Age23-29 (3) Age 30 -45
(4) Age 46 - 60 (5) Age 61-75 (6) Above 75

Marriage Status: (1) Single (2) Married with no child

(3) Married with child(ren)  (4) Divorced/Separated/Widow(er)

Education Level:
(1) Under high school (2) High school graduated (3) College student
(4) College/university graduated (5) Post graduate

Occupation:
(1) Government official (2) Manager
(3) Joint venture/foreign company employee  (4) Professional
(5) Self-employment (6) domestic company employee
(7) Service worker (8) Student (9) Retired

(10) Stay at home not working (11) Others
Household monthly income:

(1) Under 2,000 RMB (2) 2,001 — 4,000 RMB (3) 4,001 — 8,000 RMB
(4)8,001 — 14,000 RMB  (5) 14,001-20,000 RMB  (6) Above 20,000 RMB
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Appendix B. Survey Questionnaire Used in this Study

F—%7 : ATR—EAMEMNANFRERMEERN . FFH5 3B & TER
HMEEEEPNERRE (I=FFTEE , 4=k , =-FEER).

& h 1 2 3 4 5 6 7
B, R 1 2 3 4 5 6 7
iE 31 1 2 3 4 5 6 7
o, B 1 2 3 4 5 6 7
BEES- 1 2 3 4 5 6 7
b 1 2 3 4 5 6 7
R e 1 2 3 4 5 6 7
KRB GIH, BB ] 2 3 4 5 6 7
38 1 2 3 4 5 6 7
B 1 2 3 4 5 6 7
prik == ma: =R 7 1 2 3 4 5 6 7
BEERXRFHMEA 1 2 3 4 5 6 7
RIR, B¢ 1 2 3 4 5 6 7
B T AR 4 5E 1 2 3 4 5 6 7
WA, ZR 1 2 3 4 5 6 7
EREE 1 2 3 4 5 6 7
FXZh 1 2 3 4 5 6 7
28 ME 1 2 3 4 5 6 7
B 1 2 3 4 5 6 7
& O 1 2 3 4 5 6 7
BreD 1 2 3 4 5 6 7
B AN 5Kk 1 2 3 4 5 6 7
LTI ESE ] 2 3 4 5 6 7
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E-By . BEHANUTEMANEAERRE (I=FETEAR, 44—,
1=kEEE)

FETEAE — FERE
RREFBERAEBRNEF, E KEROA | 2 4 5 6 7
MRKAEBEMLERGENRA, RWET
B 1 2 4 5 6 7
WYL FRREVRE 1 2 4 5 6 7
ENRREARAANREIFTERBENRA | 4 5 6 7
RENE RNWETEERSBELNERE ) 4 5 6 7
MRABXBREZSHRA, REFRE ) 4 5 6 7
KFTAENAERERBRTEESE ) 4 5 6 7
RERCEIBLERAZANRA ) 4 5 6 7
AERREGEENRABTEYRAE 1 2 4 5 6 7
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FE=8o  ARMRE R TERR, RREAR (1=FETHER , 4K,
T=FEHE)?

FETHE —fi% FERE

RATEE R 5 1 2 3 4 5

PREY THEME T 1 3 4 5

TRV RE 1 2 3 4 5 6 7
PRIV EAEIRRN 1 2 3 4 5 6 7
RATEANRBELER | 2 3 4 5 6 7
RATAENRA B 1 2 3 4 5 6 7
TRIERDIRAK, IRIBEEMRED 1 2 3 4 5 6 7
PRXS FA BT i, STRAT R BB RE D 1 ) 3 4 5 6 7

FHED  EXANED, BB T BENANEmEN Y mERER.

RREERIXHEELINEREN @R (1) = Q&

MRRAERER <R, AR TIIRERRMFUAL[INKT (1=FkETEE, ,
4=—H% , 7=FERER) . MREMFHERER D, FERLZER IS FE,
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BERXHEERINEREYmERN:

IETRE — i FERE
BENMEII AT EA T 1 2 3 4 5 6 7
RER NN mIK ] 2 3 4 5 6 7
EIERBY RIT 1 2 3 4 5 6 7
TR A5 ] 2 3 4 5 6 7
TR EX 1 2 3 4 5 6 7
BN EMNREFT ] 2 3 4 5 6 7
CAIR RS AL 1 2 3 4 5 6 7
RERZEHFTNNTENRA 1 2 3 4 5 6 7
CAMER ISR BT ] 2 3 4 5 6 7
eiELER, RESXE 1 2 3 4 5 6 7
BROEXAEANE T 1 2 3 4 5 6 7
A 2227 1 2 3 4 5 6 7
AR, RRELEMINERBENYR ?
(1) %F Q) 1K (3)2 R
(4)3 R (5) 4% (6) 5IRHL L
REGBRIFEMINERENY R LNEREZD?
(1) 100 TRHAT (2) 101 - 400 JT (3) 401 - 700 JT
(4) 701 — 1,000 J© (5) 1,001 -1,300 7T (6) 1,301 JTEL £
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SR BRE-NRFREHERIRE ATV

P51
FR:

HERE :

ISR 5L

;8| I

REA WA

() B

(H2FRUT

(4) 46 - 60 %

(1) NZ/#D R EEAL
(3) RE/REFEN

(1) RIE

) BE&E N

(1) BRER

(4) B/ IM/BITE

(7) RS AR

(10) ERFIE
(1) 2,000 TTAT
(4) 8,001-14,000 T

)&
(2)23-30% (3)31-45%
(5)61-75% (6)75 F L
(2) BHRE

(4) AR L2

(2) EBE N

4) BR/5E/EB

QY PFEREEAR Q) =ZRABILER

(5) FEMIE 6) BB IER
(8) F4% (9) IB{K
(1H HE

(2) 2,000-4,000 7T (3) 4,001-8,000 T
(5) 14,001-20,000 JT (6) 20,001 7T JA k

BRBRENXRABRAENSESHEE |
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