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Abstract

This study examined the effect of the individual conformity-interpersonal valug&on ,*
guanxi building behavior by focusing on the mediating role of mental acc i
zing

non-fungibility effect and the moderating role of frustration. The results

291 cases from five provinces in the People’s Republi of Chin that
i’ bui @hawor In
t effect of

conformity—interpersonal value was positively related t
addition, non-fungibility of mental accounting

conformity—interpersonal value on guanxi b' behavigr, e frustration
moderated the negative relationship between mlty .%onm value and
mental accounting non-fungibility effect such that the relatl ship*was stronger among
low frustration individuals than among h|g§

Keywords: guanxi building behaV| ntal a&@ng, conformity—interpersonal
value; non-fungibility; frustration

| %)
1. Introduction A \6

The past decades hasfWitnessed ncreasing interest in research of guanxi
(indigenous interpers nectloss aviors [1]. Guanxi behavior refers to a kind

of social networ ing and taining behavior in China [2]. It includes three
types of behav estab@ d maintaining relations with others, including
help- seekl 0r from, family, assistance-providing behavior for friends and
hand- glvm flavior t thers who are neither relatives nor friends. Although
guanxi building beh a high base-rate phenomenon in China and even exerts a
great influence on t%smess outcome and life satisfaction [2-3], there is almost no
large-sample emgirisal evidence discussing that how it is impacted by individual value

when concerni ndividual financial psychology. Fortunately, mental accounting
theory pr by Thaler (1985) is suitable for interpreting psychology of financial
manage in people’s real life [4].

g to Thaler (1999), mental accounting is a series of psychological processes
ould be applied intentionally or subconsciously by individuals to organize,
, and keep trace of financial activities in mind [5]. There are three steps of mental
accounting operation, perceiving gains and losses, partitioning these gains or losses into
different accounts psychologically and balancing these accounts [6]. Thus, the whole
process of mental accounting includes three parts, the function of budgeting,
cost-tracking and non-fungibility [7-9]. Most importantly, as the key characteristics of
mental accounting, non-fungibility challenges the traditional viewpoint that any unit of
money would be substituted by another [5, 10]. Non-fungibility of mental accounting
refers to individuals’ perceptions of the extent to which the money, being labeled with
different tags because of the desperate sources, or the distinct savings, or the various
expenditures, is difficult to be replaced each other in mind [11]. This effect of mental
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accounting is the important factor influencing people’s spending behaviors in daily life
[12-14].

The literatures indicate that non-fungibility of mental accounting is a common
psychological phenomenon. Although we still have no much knowledge about both
benefit and harm caused by this kind of mental accounting effect, increasing positive
impact of non-fungibility is becoming more and more critical for persons in both
theoretical field and practical circle. In China, due to Confucian thoughts, there is
time-honored  tradition  that  people  values guanxi, for instance,
the five cardinal relationships (called wu-lun in feudal China). Because Chinese people
attach great importance to interpersonal relationship compared with western individuals
[15], mental accounting non-fungibility effect and guanxi building behavior may be
affected by individual conformity—interpersonal value in China.
Conformity—interpersonal value was defined as the intrinsic tendency of refraining from
upsetting or harming others [16]. Guided by this value, people care about oth®s’ ¢
feelings and reactions. This type of individual value may direct people to mainta
relationship with relatives and friends [17]. Over the past almost f des,
economic reforms have led to the transformation of Ching from a alized
economic entity into a market-oriented one, resulting ound t mation of
individual value [18]. But Chinese society still focuses i [29]. Intérestingly, in
order to enlarge guanxi circle, Chinese people m' hesitate to nd money on
gift-giving, dinner inviting and so on. Hence, China’is a desirég/context for us to
explore how conformity—interpersonal value wnces gu%ib Iding behavior from

mental accounting perspective.
In this study, firstly, we make an atft t examining Whether non-fungibility of
mental accounting, that was deemed i iolai s of rationality [20], mediates

the relationship between conformi rperso ue, one of the basic individual
values developed by Schwart iuch, \ecchiene et al (2012) [16], and guanxi
building behavior, a type oﬁq&nm beh '@)eing similar to favor doing behavior
developed by Taormina and Gao (@Q]. Secondly, we also try investigating
whether frustration modérates the%' effect of conformity—interpersonal on

non-fungibility of talkaccounting. Frustration refers to the degree to which people
suffer from an& e th as a result of unsatisfied personal needs or

requirements_[2 . Such cogrition grows out of many aspects such as punishment
[23], failurg¢ andyso on.

ent, Chinese sharply increased population is resulting in
ressure. People may be subjected to frustration more
ver than before. Therefore, China also offers an ideal
e how a contemporary psychological construct affects the

great work“eurden an
frequently and str
circumstance to

relationship conformity—interpersonal and non-fungibility of mental
accounting.

This ontributes to the literature on individual values, mental accounting,
frustrati nd guanxi behavior in the following ways. Firstly, it’s the first step towards

en individual conformity—interpersonal value and guanxi building behavior in
Chifiese context. Secondly, we inspect whether individual frustration perception play a
moderating role in the relationship between individual conformity—interpersonal value
and mental accounting non-fungibility effect. Thirdly, we conducted the study with a
longitudinal design to confirm the causal relationship between individual value and its
outcomes related to guanxi behavior across different age stages and geographical region
in China. Practically, knowing about the mechanism through which mental accounting
operates provides helpful implications for individuals in search of appropriate ways to
build guanxi benignantly in China.

rEIi the role of mental accounting non-fungibility effect in the relationship
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2. Theory and Hypothesis

2.1. Conformity—interpersonal Value and Guanxi Building Behavior

Values theory suggests that individuals deem what is significant to them when they
consider their values [24]. Individual values guide people’s actions. Past studies have
demonstrated that individual values, which would be more important if it is more
accessible, would relate much more to individual behavior [24-25]. Meanwhile,
individual values may influence the plan and attraction of action [26-27]. As one of the
most important basic values, conformity value stresses self-discipline, politeness, and
honesty in daily interaction with family, friends and others [24, 28]. Almost all analyses
being related to individual values mentioned conformity (e.g.: Lounsbury, 2010; Kasser,
Ryan, Zax, et al., 1995) [29, 30]. Compared with tradition value and benevolence value,
conformity value entails allowance to others in frequent communication and enhahges ,*
cooperation for avoiding negative reaction from others. People who are gu
conformity value tend to focus on social expectations [31].

Schwartz, Cieciuch, Vecchione et al. (2012) divided conf |tyv luegdn types
of specific constructs, conformity—interpersonal value ( g ups ers) and
conformity—rules value (complying with social expect the current
research focuses on interpersonal relationship, we for ty personal value
as the independent variable to examine its effect o Xi bw havior as well as
the mechanism in this process. As mentioned ahove, confo terpersonal value is
individual value orientation of avoiding u \@or haﬂx thers [32]. Actually, it
not only directs individual into avoiding® C|al feedbacks but also motivates people
to take others’ needs and desires 1nto nt [3] émdual guided by this type of
value would value interpersonal r and% ined to establish guanxi with
others favorably. Hence, we

pr
Hypothesis 1: Conformitk& rsonal @ influences guanxi building behavior
positively.

2.2. The Mediating Mental untlng Non-Fungibility Effect
We propose mal f individual conformity-interpersonal value on

guanxi bu e V|or i d by the mental accounting non-fungibility effect.
Prior studl 2aled the @/ i
of money [33* 4] Mor OV,

idual actions may change as the result of the psychology
the thinking of money results in whether individual would
I conS|derat|ons when they take actions [35]. In China,

], we believe that the logic, thoughts of guanxi influence thoughts of
ontinually influence behaviors of guanxi, would make sense.
en the inherent value assessment of interpersonal relations and the behavioral

%ssion of guanxi, thoughts of mental accounting are shaped. This proposed
sequence is based on the cognitive consistency theory, which holds that people prefer
maintaining consistency in their thinking and behaviors to accepting dissonance [39].
Based on this theory, we speculate that conformity-interpersonal value exerts an
influence on guanxi building behavior because individuals strive to bring their thoughts
of guanxi and money into correspondence with guanxi behaviors. By means of above
discussion, we propose:

Hypothesis 2: Mental accounting non-fungibility effect will mediate the main effect
of conformity-interpersonal value on guanxi building behavior.
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2.3. The Moderating Role of Frustration

Frustration may play a moderating role in the linkages of conformity-interpersonal
value with mental accounting non-fungibility effect. According to Chen and Spector
(1992) [40], frustration is one type of negative affectivity, and it is significantly related
to individual negative emotional reaction such as anger, anxiety and sadness. People in
high negative feelings, like frustration, would perceive the world more passively than
the low ones [41], and will become more and more confused, then may doubt about
their initial cognition about what is worth with increasing frustration more and more
likely. Moreover, people suffering from high degree of frustration will be hard to think
about problems level-headedly and feel difficult to give a proper view on initial value
orientation. That’s to say, the perception of frustration may weaken the guiding role of
individual values.

Conformity-interpersonal value emphasizes the avoidance of discomforting othegs in  «
social interaction [32]. People with this kind of value will negatively agree on e%a/
that it’s hard to get ahead in life without a lot of money [16]. Hence, we sp %at
the conformity-interpersonal value will make the mental accounting go -f ility

effect weak as a result of individual strong guanxi CopsCiOUSRess. e, high
degree of frustration will weaken the main effect of t \e on me ccounting

non-fungibility effect. Based on above-mentioned
Hypothesis  3:  Frustration  will mode

ship  between
ty effect such that
the relationship is weaker among high—deg@sfrustrati individuals than among
low-degree frustration individuals. R O \

N oAQ
3. Methods K@ '%
3.1 Samples and Procedurqg . s\

Questionnaire survey randoml R@ented to students as well as their relatives
and friends in 5 provi ujian, H Shandong, Xinjiang and Guangxi in China.
The data collecti n&dure w plemented in twice with a 3-month interval. We
chose 3 months _a rval se\this period is enough to allow for changes in
individual thaughts'and behaviorssihduced by individual value to be surveyed.

During t st surv d, we asked students as well as their relatives and friends

eir’demogr information and evaluate their conformity-interpersonal
value. Then the sa ple was asked once again to rate their mental accounting
non-fungibilin@ erception of frustration and guanxi building behavior in the

second surve e after 3 months. The measures being used as the research
instruments were*translated into Chinese abiding by the rule of back translation [42].
We col ata by means of following procedure. With the help of dozens of
i i in 5 Chinese universities being in different cities each other, 2
e tors each university, we coded these questionnaires before distribution firstly.
%hen investigators assisted in keeping a record of respondents’ names during the
first survey period to match first -second period data dyads.

During the first period, 367 individual questionnaires were collected, leading to the
response rate of 91.8%. There were 322 usable cases after ignoring invalid ones which
were not complete. The same survey procedure was operated for the second period 3
months later. Due to rejection of 19 respondents, 303 individuals received the survey
and the final 291 wvalid cases remained after deleting the mismatched or
information-missing ones. Of the 291 respondents, 43.3% were male, 50.9% were aged
less than 30 years, and 34.7% were aged between 31 and 50 years, 22.1% were from
Fujian, 19.7% were from Hubei, 18.3% were from Shandong and 25.4% were from
Xinjiang.
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3.2. Measures

Conformity-interpersonal value: A 3-item scale developed by Schwartz, Cieciuch,
Vecchione et al. (2012) was modified to measure conformity-interpersonal value [16].
Responses ranged from 1, ‘strongly disagree’, to 6, ‘strongly agree’. A sample item was:
‘It is important for me to avoid upsetting others even if they are strangers’. The
Cronbach’s alpha of this scale was 0.83.

Frustration: According to 2-item scale developed by Ashforth and Saks (2000) [43],
we modified it into 3-item scale to measure frustration. Responses ranged from 1, ‘very
seldom’, to 6, ‘very often’. A sample item was: ‘Thinking back over the latest 3 months,
how often would you feel frustrated’. The Cronbach’s alpha of this scale was 0.87.

Mental accounting non-fungibility effect: Up to now, there wasn’t acknowledged
scale to measure the mental accounting non-fungibility effect. However, we could
figure out the central idea of this type of mental accounting effect based on the st ies o
of Thaler (1985, 1990, 1999) [4, 5, 44], and li, Ling, Fang, et al. (2007) [45], a
Jiang, Rui et al. (2013) [46]. Moreover, combining with the Ph.D. thesis g ’%
[47], we redeveloped a new three-item scale following the procedur ded
theory to measure mental accounting non-fungibility eff |soscal gned to
the concept domain of Gou, Jiang, Rui et al.’s (2013 g|b|||ty truct [46].
The items include ‘I discriminate the easy-getting pae n m the d arned one,” ‘I
don’t embezzle the money saved for important s ff ent money is for
different purposes’. Responses ranged from 1 eldo d\ ‘very often’. To

assess the reliability and validity of the rede\?ﬂed meas we d|d the pilot survey
and collected data from 150 individuals.sT It of exp ry factor analysis (EFA)

showed that the total variance explain 7.1 W all items were loaded on the
single factor named non funglbﬂ%ﬁ % s alpha of this scale was 0.72
in the pilot survey. The results fr main stu vealed that Cronbach’s alpha was
0.75.

Guanxi building behavior™~Baormin ao’s (2010) five-item subscale for
measurlng guanX| favors vior W@@M into three-item scale to measure guanX|
building behavior 12 nses ran from 1, ‘strongly disagree’, to 6, ‘strongly
agree’. A sarnpleQ §3 : ‘Fava%‘dld for many people could help me build good
relationships with >. The pach’s alpha of this scale was 0.79.
es’ We ¢ d for demographic variable including individual age,
nd edu6 hat might potentially confound the results.

4. Results (b

We conduct@loratory factor analysis of all self-rating items of four scales to
consider EE common method bias. Results showed that all 12 items were loaded on

four distj tors and the first factor explained 19.83% of the total variance. Hence,
the t(é ated that common method bias effect was not significant.

onfirmatory Factor Analysis

We utilized structural equation modeling with Amos 21.0 to conduct confirmatory
factor analysis in order to test the convergent and discriminant validity of these
variables. At first, we examined a four-factor model, in which conformity-interpersonal
value, frustration, non-fungibility effect and guanxi building behavior were included.
The relative chi-square (CMIN/DF; Marsh & Hocevar, 1985), the comparative fit index
(CFI; McDonald & Marsh, 1990), the goodness of fit index (GFI; Tanaka & Huba,
1985) and the root mean square error of approximation (RMSEA; Browne & Cudeck,
1993) were used to evaluate model fit [48-51]. Results showed that df = 48; CMIN/DF
= 2.22; CFl = 0.94; GFI = 0.94; RMSEA = 0.06. These indicators made it clear that
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four-factor model yielded an acceptable fit to our sample data. Moreover, all factor
loadings were significant, demonstrating convergent validity.

The discriminant validity of the four variables was examined by comparing a
four-factor model with a one-factor and a three-factor model. The one-factor model was
designed by loading all twelve items into only one potential factor. The three-factor
model was obtained through combining conformity-interpersonal value with guanxi
building behavior into one factor while the others remained separate. We combined
these two constructs because their relevance was the highest among all four variables
showed in correlation analysis. The one-factor model and three-factor model all yielded
poor fits to the data: df = 54; CMIN/DF = 11.54; CFI = 0.44; GFI = 0.74; RMSEA =
0.19 for one-factor model, and df = 51; CMIN/DF = 3.41; CFI = 0.88; GFI = 0.91;
RMSEA = 0.09 for three-factor model. Therefore, the discriminant validity of the
variables was verified. Based on these results above, all four variables were applied in

following analyses. ¢
4.2. Descriptive Statistics and Correlations QE
Table 1 shows the means, standard deviations, and cortelatigns of fo cts. As
anticipated, conformity-interpersonal value was associ ith,_ me ccounting
non-fungibility effect negatively (r = -0.28, p Q1) but WManxi building
behavior positively (r = 0.47, p << 0.01), whil tal ac Wg non-fungibility
effect and guanxi building behavior were nega'&y correlated (r >-0.24 ,p << 0.01).
*
Table 1. Means, Standard Deviaﬂ@nd C%ehclons of the Variables
o~ L Py
Variables 1 2 (9 N\ 5 6 7 8
1. Age (T1) — @\ (\ -
2.Gen(TL) 002 é X
3.Inc (T1) 0.39 0. — \
4.Edu(T1) 023" ,0.08 @& _
5. Con (T1) : 04 0. -0.06 (0.83)
6. Fru (T2) 0.01 %.og 009 -001 (0.87)
7. Nfu (T2) (0) $07 0207 -0.28" 013  (0.75)
(0.79

8 Gua(TO A2 ®13 -0.09 -0.07 047 -0.04 -0.24 )
Mean 2.37 1.43 2.97 3.32 4.96 3.28 4.12 481

Standard 050 101 085 080 094 077 081
deviation

A

is ‘Gender’, Inc is ‘Income per month’, Edu is ‘Education’, Con is
interpersonal value’, Fru is ‘Frustration’, Nfu is ‘Non-fungibility effect’,
nxi building behavior’; Cronbach’s alpha values show in the brackets along

gonal; Age is coded ‘1°, under 30; 2’°, between 30 and 50; ‘3’, above 50.
%er is coded ‘1°, female; ‘2°, male. Income is denominated in RMB and coded ‘1°,
under 1000; ‘2°, between 1000 and 3000; ‘3°, between 3001 and 5000; ‘4°, above 5000.
Education is coded ‘1°, senior high school degree; ‘2°, junior college degree; ‘3’,

bachelor degree; ‘4’, master degree; ‘5°, doctor degree; N = 291; **p < 0.01, *p <
0.05.

4.3. Tests of Hypotheses

Hierarchical regression modeling was applied to examine hypotheses in the study.
Detailedly, we adopted Muller, Judd and Yzerbyt’s (2005) casual steps approach of
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moderating and mediating effect to test our research: direct effects firstly, moderating
effects following, mediating effects lastly [52]. Specially, we centralized the two
variables, conformity-interpersonal value and frustration, applied to test moderating
effect [53]. Table 2 shows the results.

As presented in the table, conformity-interpersonal value had a significant effect on
guanxi building behavior positively (B = 0.46, p < 0.001, Model 6), supporting
hypothesis 1. Moreover, the conformity-interpersonal value-frustration interaction was
positively related to mental accounting non-fungibility effect (B = 0.15, p << 0.01,
Model 4). We examined the significance of interaction effect through plotting values
plus and minus one standard deviation from the means of conformity-interpersonal
value and frustration. Figure 1 presents the pattern of how conformity-interpersonal
value and frustration jointly impacted on mental accounting non-fungibility effect. As
anticipated, conformity-interpersonal value had less negative effects on ntal
accounting non-fungibility effect for high frustration takers than low frustratio
supporting hypothesis 3. r%\

Hypothesis 2 predicts the mediating role of mental accounting non-fungibi ffect

in the main effect of conformity-interpersonal value on guafxibuildi r As
presented in Table 2, (1) conformity-interpersonal value signific luence on
27, p 1, Model 2);

(2) mental accounting non-fungibility effect ha nce on guanxi
building behavior negatively (B =-0.23,p << 0.01 del 7); ( er entering mental
accounting non-fungibility effect, the posmvegﬁect of cor@mty—interpersonal value
on guanxi building behavior became weake @ nificant the changes in the beta
coefficients in Table 2 ). These results ¢e edt tal accounting non-fungibility
effect partially mediated the relatio etw@rmiw—interpersonal value and

mental accounting non-fungibility effect negativel@

guanxi building behavior.

Table 2. MQ&UI’]% nd Mediating Effect
Gua

Nfu
Variables [\ ModelNodel Model Model Model
Model 7
3 4 5 6
CV: Q {Q v
Age O .09 8 -007 -0.07 -0.08 -0.06 -0.05
Gen 0.04 05 005 004 -0.11  -0.09 -0.09
Inc -o% 004 003 -0.03 -0.02 -0.05 -0.04
Edu & -0.167 -0.16" -0.16" -0.08 -0.06 -0.04
1V:
Con 0.277 0277 -0.277 0467 0.197
Mod:
& 013" 012"
% 0.15"
Med:
Nfu -0.23"
R? 005 012 013 0.16 0.03 0.24 0.28
AR? 005 007 001 0.03 0.03 021 0.04
F 358" 766 6427 6.88" 243" 18.28"" 15.897

Note: CV is Control variable, IV is Independent variable, Mod is Moderator, Med is
Mediator; Gen is ‘Gender’, Inc is ‘Income per month’, Edu is ‘Education’, Con is
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‘Conformity-interpersonal value’, Fru is ‘Frustration’, Nfu is ‘Non-fungibility effect’,
Gua is ‘Guanxi building behavior’; N = 291. *** p < 0.01; **p < 0.01; *p <
0.05

45 -
40 -
- f=-0.09, n=
non 35 4 \ High
—fungibility “h‘ frustration
effect \
_ *
3.0 ~  Brod \/
p=0.01
Low frustlr'cnn
25 \9

low conformi ‘t\*gn @
interper
Figure 1. The Modera@Effect

X \

5. Discussion and Conclusion

These findings of our study suppo d hyp about the mechanism linking
individual conformity-interper undlng behavior. Firstly, based on
basic human values theory (S%’S we f at conformity-interpersonal value was
positively associated Wlt uanxi bUI aV|0r Secondly, frustration moderated
the relationships of ormlty i rsonal value with mental accounting
non-fungibility effec y, in dgcordance with cognitive consistency theory [39],
we confirmed that I acc on-fungibility effect mediated the main effect of

conformity-intekpersonal value udnxi building behavior.

The mo ngreffect a a contextual explanation about the linkage of individual
conformlty atefperson e with guanxi building behavior when the individual
perception of frustr s considered. As discussed, individuals with high degree of
persistent frustrati erception would suffer from psychological strain more
intensively [5 . and tend to be in a confused state of mind more likely, and
therefore, arg inclined to be suspicious of their original cognition or initial judgment. As
a result, iding role of individual conformity-interpersonal value on the cognition
of men counting non-fungibility for the individuals with high degree of frustration
i ned much compared with the individuals suffering from low degree of
<

on.

is study offers further understanding of the relationship between
conformity-interpersonal value and guanxi building behavior. It reveals mental
accounting non-fungibility effect to be a financial cognitive mechanism between
conformity-interpersonal value and guanxi building behavior. So far as we know, there
is no study which has tested the underlying mechanism linking individual value and
guanxi behavior. In response to the special communication phenomenon (e.g.: frequent
gifting and dinner-inviting which require much spending) in China, we have
investigated the role of mental accounting and believe that conformity-interpersonal
value is a basic principle of guanxi building behavior. Based on cognitive consistency
theory [39], the finding that conformity-interpersonal value indirectly affects guanxi
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building behavior through mental accounting suggests that the guiding role of
conformity-interpersonal value in building relationship with others for individual partly
depends upon spending psychology measuring by mental accounting non-fungibility
effect.

Finally, our study represents an improvement on past studies in terms of research
method. Although previous studies have tested some of our issues, methodological
weaknesses such as experiment research design and cross-sectional data have limited
the generalizability of their findings. We utilized longitudinal study design to test causal
relationship more validly.

In practical terms, guanxi building behavior is an essential part of Chinese people’s
life while it’s costly for them. In China, guanxi is a type of important social capital
which people could make good use of to realize personal aims. To some degree,
affected by the Confuuan |deology, Chlnese people is even mclmed to change common

best to establish relationship with others. However in the process of guanX|
individuals have to be or try to be or pretend to be generous in order to n
others. Therefore, it’s a huge investment to build guanxi wit Other per
confirmed this phenomenon as well. Resear ows

conformity-personal value improved guanxi building b thr akening the
mental accounting non-fungibility effect which &he nomi€ principle that
money is coessential and could be replaced each Othes It meaﬁ\e‘%ﬁa’people guided by
conformity-personal value will treat and con social spending flexibly in order to
build relationship with other individual@while’@swdy also shows the
situational role of frustration guanxi bui ; ehavi kind of typical negative
emotion, frustration is bad for indj ion with others. Frustration
weakens the guiding role of ¢ ty- per%value in reducing the mental
accounting non-fungibility effegt, then is pot beneficial to establish guanxi network.
Although conformity- persom&lue does t to building guanxi, it’s partly at the
expense of the social spending Whlchﬁﬁﬂead to burden of individual life. Hence,
Chinese individuals shoué’dopt a c attitude towards guanxi and find the right

way to cope with frus a
Some I|m|tat|o uld be taken into consideration. Firstly, as we
h

researched i ext of Ch native construct of values such as face value and
tradition v Id b p red. Secondly, the present findings may be contaminated
by commo hod Y s the data on all variables came from the same sample.
However, we coIIe ta at different periods and this could alleviate such bias.
Hence, we believ ommon method variance had little or no effect on our empirical
results. Thirdl@e applied the longitudinal design, the time interval may bring
about the passibitity that other factors arose which influenced the dependent variables.
Hence, ﬁksearch could seek to improve in this regard.
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