The Economics of Gifts and Social Networks
in a Relational Society

Yuan Tian and Junjie Xia*

July 2026

Abstract

In developing countries, social networks often substitute for formal institutions and markets.
Using nationally representative Chinese household surveys, we study gift expenditures at major
social events as investments in these networks. More insular, traditional, and socially inter-
active communities devote larger expenditure shares to gifts. Although costly, gift exchanges
are linked to improved access to credit, migration support, and direct utility for households.
Their importance is shaped by cultural traditions and perceptions of gift-related bribery. Over
time, we observe a decline in gift expenditures and the benefits individuals derive from these
exchanges.
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1 Introduction

Human societies rely on social interactions to function, yet the ways these interactions are organized
differ sharply between modern industrialized settings and traditional communities (Alesina and
Giuliano 2015; Alesina et al. 2015). In many developing economies where formal institutions, such
as laws, banks, courts, and markets, are weak or absent, people turn to cultural norms and personal
relationships to meet needs that formal systems would otherwise fulfill. Close-knit villages and
kinship networks often act as de facto banks, insurers, and job referral agencies: individuals lend
money, share crops, exchange favors, and offer mutual support within trusted circles when official
mechanisms fall short (Greif 1993; Greif et al. 1994; Karlan et al. 2009; Brown et al. 2011; Kinnan
and Townsend 2012; Munshi and Rosenzweig 2016; Yang 2016; Banerjee et al. 2023).

Scholars across anthropology, sociology, and economics have documented the role of festivals,
ceremonies, and personal gatherings in sustaining these networks (De Witte 2003; Banerjee and
Duflo 2007, 2011; Case et al. 2013; Montero and Yang 2022). However, quantitative, nationally
representative evidence on their economic functions remains limited. One salient example is the
custom of giving cash gifts at major social events, including weddings, funerals, and milestone
birthdays. These gifts, often recorded in detailed ledgers, are both a cultural expression and an eco-
nomic investment: they signal membership in a network, create obligations for future reciprocation,
and, in some contexts, serve as a channel for favors (Yan 1993; Yang 2016; Bulte et al. 2018; Rao
2001). High expenditures on social and ceremonial events are documented in a range of develop-
ing economies, including Ghana, South Africa, the rural Philippines, and Mexico (De Witte 2003;
Fafchamps and Lund 2003; Suzuki 2025). While anthropological accounts describe such practices
in depth, their scale, determinants, and evolution under modernization remain poorly understood.

This study utilizes two nationally representative Chinese surveys, the Chinese General Social
Survey (CGSS) and the Chinese Family Panel Studies (CFPS), which span two decades of rapid
economic and social transformation, to explore gift-giving as an informal institution. It addresses
three key questions: Who engages most intensively in these exchanges? What tangible and intangi-
ble benefits do these practices generate? And how are they evolving in response to modernization,
migration, and institutional reform?

We find that households in rural, tradition-oriented, and socially insular communities devote
a larger share of their budgets, often 6-8%, to cash gifts. Factors such as maintaining genealogy
records, practicing ancestral rites, frequent visits to relatives, and speaking local dialects all predict
higher gift expenditure, reflecting deeper embeddedness in local networks and more limited access
to formal services. The benefits are substantial: higher gift spending is associated with better
access to interest-free loans from relatives, greater assistance during migration (e.g., housing, job
referrals), higher generalized trust beyond close kin, and elevated perceived social status. These
outcomes indicate that gifts function as a form of social capital, converting cash outflows today into
material and reputational returns in the future.

Yet the costs are significant, particularly for poorer rural households, many of whom report fi-
nancial strain from frequent obligations. Moreover, the line between cultural gift and illicit payment
can blur: lavish gifting to officials, for instance, has drawn scrutiny during China’s anti-corruption
campaigns. Between 2010 and 2016, both gift expenditure and its associated benefits declined. In
a companion paper, Tian and Xia (2024) show that the decline is especially large in communities
with rising migration, suggesting that modernization is reshaping the economic and social role of
gift-giving.



Our paper makes several contributions to the literature on social networks and cultural norms.
To our knowledge, this is among the first studies to combine multiple nationally representative
household surveys to to document the scale, functions, and evolution of gift-based social ties in a
developing economy. Previous research has often relied on detailed but localized anthropological
accounts (Yan 1993) or small-scale surveys (Bulte et al. 2018), typically focusing on earlier periods.
By leveraging two decades of recent survey data, we analyze a nationally representative population
during a period of rapid social change in a developing country and validate our findings across mul-
tiple datasets to ensure robustness. Furthermore, we contribute to the broader literature by directly
observing social network participation, similar to Munshi and Rosenzweig (2016) on transfers in
caste networks in India and Montero and Yang (2022) on religious festival celebrations in Mexico.
Unlike most existing studies that treat social capital and network structures as fixed, we directly
measure network participation through gift expenditures, empirically assess the costs and benefits
of this network-building behavior, and document the evolution of this practice over time.!

2 Data

We combine modules from two primary datasets. The first is the Chinese General Social Survey
(CGSS), the Chinese counterpart to the General Social Survey in the United States. CGSS waves
from 2003, 2005, 2008, 2010, 2013, and 2015 provide measures of gift spending, legal knowledge,
trust, social relationships, job-search assistance, and attitudes toward favors and bribery. The
second dataset is the Chinese Family Panel Studies (CFPS), a nationally representative, biennial
longitudinal survey of Chinese communities, families, and individuals. CFPS waves from 2010,
2014, and 2016 provide household gift expenditure, community characteristics, event costs, informal
credit, migration support, and subjective well-being.?

Our main outcome is annual gifts given divided by total household expenditure. The survey
measure includes both cash and in-kind gifts and covers ceremonial occasions as well as Chinese
New Year. Because survey modules differ across waves, sample sizes vary across analyses and are
reported in each exhibit note. Most results use cross-sectional survey modules; the 2010-2016
analysis additionally uses specifications with community or household fixed effects.

We report the data source and survey wave in the note to each table and figure. For instance,
“CFPS 2014” indicates that the data presented in the table or figure is drawn from the 2014 wave
of the CFPS survey.

LA few studies examine factors influencing strategic network formation. Barsbai et al. (2024) find that informa-
tion interventions negatively impact migrants’ network linkages, while Banerjee et al. (2023) show that insurance
interventions reduce network connections. Similarly, Hefl et al. (2021) demonstrate that community-driven develop-
ment programs weaken network ties, and Caria et al. (2023) find that job search assistance programs decrease social
interactions.

2The online appendix provides a detailed introduction to the CGSS and CFPS datasets.



3 Results

3.1 The Scale and Distribution of Gift-Giving

Festivals and social events are an integral part of daily life in developing countries. These occasions
not only provide entertainment and direct utility but also create opportunities to form new social
ties and reinforce existing ones. Consequently, such events are often elaborate, costly, and highly
engaging.

Social events in China, both traditional and modern, play an important role in household life,
often involving substantial financial commitments that vary by type of event and rural-urban sta-
tus. Such events traditionally include weddings and funerals, but in recent decades, the list has
expanded to include housewarming parties, baby showers, milestone birthdays, and college admis-
sion celebrations. On average, at the household level, the probability of hosting at least one of these
events in a year is about 20%, and the average expenditure on such events is about 3,500 Yuan
(including households that host no events). In other words, a household hosts about one event
per five years.®> These events often last several days and involve a variety of activities. Relatives,
friends, and acquaintances are typically invited to a banquet. When compared with the average
household income, hosting at least one of the events costs about 34% of annual income in urban
areas and 44% in rural areas. Thus, rural households spend a disproportionately large share of
money on such events.* The primary driver of high expenditures for event hosts is the extensive
guest list. Although reliable statistics on the number of guests at a typical event are unavailable,
anecdotal evidence suggests that modern Chinese weddings often involve 100 to 500 attendees, with
some large ones involving as many as 800-1000. These guest lists typically include immediate family
members, distant relatives, friends, colleagues, and, notably, prominent local figures.

Interactions at these events hold significant importance within local social networks, with cash
gifts (or non-monetary gifts of equivalent value) being a customary expectation for attendees. Upon
arrival, an event receptionist records the amount of the cash gift in a gift book at the entrance
of the venue. The value of the gift is informally agreed upon within the local community and
is meant to reflect the closeness of the relationship between the host and the guest. Deviating
significantly from the expected amount, whether contributing too much or too little, would be
considered inappropriate. Guests evaluate their relationship with the host and act accordingly.
Moreover, due to the public nature of gift-giving at these events, it is crucial for guests to align their
contributions with the “perceived” relationship as understood by other attendees. Contributing too
little signals to the host that the guest does not view their relationship as close as others might
perceive, while contributing too much places pressure on other guests with similar social proximity
to give more, thereby disrupting the norm and raising expectations (Yan 1993; Bulte et al. 2018).
These gifts help offset part of the event’s cost. For major events, such as weddings, gifts typically
cover 67% of expenses, while funeral gifts account for about half. In particular, there are no

3Table Al provides additional details, including a breakdown of event probabilities by event type and rural-urban
status. Baby showers are the most common event, with about 6.5% of households hosting one in the past year. Rural
households are more likely to host baby showers than urban households (7.4% vs 5.5%), likely due to higher fertility
rates in rural areas. Weddings are the second most common event (5%), and again more frequent in rural areas. The
probability of hosting a funeral is fairly similar across rural and urban areas, while milestone birthdays and college
admissions are more common in urban areas.

4Table A2 provides details on costs by event type and rural-urban status. Weddings are the most expensive,
costing about 85% of a household’s annual income, followed by funerals (37%) and baby showers (14%).



significant differences between rural and urban areas in this regard, suggesting that even after
accounting for incoming gifts, these events remain disproportionately costly for rural households
(Table A3).

Given the frequency and scale of these occasions, 81% of households report sending at least one
gift during the year. Gift expenditure averages 6-8% of total household expenditure and constitutes
a larger burden in rural areas.® Figure A2 presents the distribution of the share of household
expenditure on gifts for the full sample (Panel a) and by rural and urban areas (Panel b). The data
reveal two key patterns. First, there is substantial variation in the share of expenditure on gifts,
with some households spending nothing in a given year while others allocate more than 50% of their
total expenditure to gifts. Second, consistent with earlier observations, rural households spend a
larger share of their overall expenditure on gifts (mean of 9%) compared to urban households (mean
of 6%).6

In summary, social events such as weddings and funerals are deeply ingrained in China’s so-
cial and cultural fabric, demanding significant financial commitments from both hosts and guests.
Hosts face high expenses due to extensive guest lists, while guests are expected to offer socially
regulated cash gifts that reflect the closeness of their relationship with the host. These frequent
and elaborate events place a greater financial burden on rural households. In the following sections,
we further examine the characteristics of participants and the financial implications of this gift
exchange tradition in China.

3.2 Community, Household, and Individual Determinants

We examine the characteristics of communities, households, and individuals more actively en-
gaged in gift exchanges. The key measure of gift-exchange intensity is the share of expenditure
on gifts, averaged at the community level for community-level analysis and at the household level
for household- and individual-level analysis. This analysis focuses on the 2010 CFPS wave, which
includes community-level questionnaires that provide valuable information. Later waves feature
only household- and individual-level questionnaires.

We begin with village-level determinants (Figure 1, top panel). Communities are defined as vil-
lages in rural areas and districts in urban areas, representing the lowest level of the sampling frame.
A member of the village or district administrative committee answers the community questionnaire.
Regression analysis of the average expenditure share on gifts against community characteristics re-
veals that close-knit, insular communities tend to have higher gift expenditure shares. Specifically,
ethnic clusters with minority populations have a 1.9-percentage-point higher gift expenditure share,
while rural communities show a 0.8-percentage-point higher share compared to urban communi-

5Table A4 reports the share of households that sent gifts for each occasion. Weddings are the most common,
with 69% of households reporting a wedding gift, followed by baby showers or birth celebrations (53%), Chinese
New Year (51%), and funerals (47%). This suggests that weddings are celebrated on a larger scale than baby
showers. Additionally, Chinese New Year is a significant occasion when cash gifts are customary. Figure A3 shows
the distribution of visits made and received during Chinese New Year. These visits involve physical interactions
rather than mere greetings, with the median household visiting or being visited by 20 other households during the
festival, and some households hosting or making over 200 visits.

6 Additional supporting evidence is provided in the appendix. Table A5 shows that gift expenditure shares are
higher in rural than in urban areas for both agricultural and non-agricultural Hukou holders. Table A6 demonstrates
that the rural premium persists even after controlling for additional individual-level characteristics, such as Hukou
status, years of education, age, and family income.
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Figure 1: Community, Household, and Individual-Level Determinants of Gift Expenditure

Note: This figure presents coefficient estimates from regressions based on CFPS 2010 data. The top panel reports results at the community
level, where the outcome variable is the average share of expenditure on gifts, and the regressors are community-level characteristics.
The middle panel presents results at the household level, and the bottom panel shows results at the individual level. At the community
level (approximately 625 observations), the mean values of key variables are as follows: 0.1 for the ethnic cluster dummy, 0.5 for the
rural dummy, 1.12 for decades since TV connections, and 0.13 for the share of migrants in the population. At the household level
(approximately 12,500 observations), the mean values are 0.6 for the number of New Year visits by relatives (in 10s), 0.23 for the family
genealogy book dummy, 0.70 for the ancestor veneration event dummy, and 0.13 for the dummy for sharing gifts and food with neighbors.
At the individual level (approximately 30,000 observations), the mean values are 0.07 for the number of siblings living nearby, 3.4 for the
importance of dialect (scale 1-5), 2.83 for the number of siblings, and 0.13 for the urban pension dummy. Community-level regressions
use robust standard errors. Household-level and individual-level regressions are weighted using their respective sample weights and use
standard errors clustered at the community level. Corresponding regression results can be found in Tables A7, A8, and A9.



ties. Conversely, a decade earlier access to TV networks is associated with a 0.8-percentage-point
lower share, while a 10-percentage-point increase in the migrant population share corresponds to a
0.24-percentage-point decrease in gift expenditure share.”

We next examine household-level determinants (Figure 1, middle panel). The analysis reveals
that households adhering to more traditional values tend to engage in higher levels of gift-giving.
Specifically, these households are more likely to maintain a family genealogy book or hold annual
ancestor veneration events. Households with higher gift expenditure shares also exhibit greater
social interaction overall, including more frequent visits to friends and relatives during Chinese New
Year, as well as a higher likelihood of socializing with, sharing food with, and assisting neighbors.®

Finally, the bottom panel of Figure 1 highlights individual-level predictors. The analysis shows
that individuals with more siblings tend to send more gifts, particularly when their siblings live
nearby. Language also plays a role, as individuals who consider local dialects important for com-
munication tend to spend more on gifts, suggesting that dialect usage reflects stronger ties to
traditional, localized social networks. These patterns may reflect characteristics of closed communi-
ties as well as individual preferences. Additionally, access to external options, such as urban pension
programs, influences gift expenditure, with individuals participating in such programs spending less
on gifts.”

Overall, our analysis identifies several key determinants of gift expenditure. Communities that
are more insular, traditional, and socially interactive tend to allocate a larger share of their resources
to gift-giving. The network sustained through these gift-exchange relationships provides an alter-
native to the formal support offered by the state and other formal institutions, such as pensions.
Consequently, the demand for such networks is likely to evolve over time, shaped by the changing
balance between the benefits they provide and the costs of maintaining them. These dynamics will
be explored further in the following sections.

3.3 Economic Costs and Benefits

Financial Burden Gift exchanges, accounting for 6-8% of annual household expenditure, can
easily become a financial burden. A higher share of expenditure on gifts is significantly associated
with greater financial pressure, even after controlling for family income, household size, and urban
status (Table A1l). Notably, nearly one-quarter of surveyed households report that gift giving
imposes considerable or significant financial pressure. Furthermore, rural households experience
this burden more acutely, driven by their higher share of spending on gifts (Figure A4).1°

"Table A7 provides corresponding regression results. The results remain robust when using alternative commu-
nity characteristics that are strongly correlated with these four measures, such as population density, the primary
household fuel type, the timing of phone network connection, and the share of local residents in the population.

8Table A8 provides the corresponding regression results.

9Table A9 provides corresponding regression results. Additionally, individuals with local Hukou spend more on
gifts, and married individuals also tend to allocate a higher share of their expenditure to gift-giving, likely driven by
the size of their local networks. Similar results on local premium can be found using CGSS 2010 data, as Table A10
indicates that, on average, locals allocate 1 percentage point more of their expenditure to gifts compared to migrants,
even after controlling for additional individual-level characteristics. This finding aligns with the community-level
results regarding the share of migrants.

100ne potential concern is that rural households, given their lower incomes, might perceive all expenditures as
burdensome. However, this is not universally true across expenditure categories. For instance, rural households also
find healthcare costs burdensome, whereas urban households report higher financial pressures from entertainment
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Figure 2: Knowledge of the Legal System and Views on the Importance of Business Contracts:
Rural vs. Urban

Note: These figures are based on the CGSS 2010 sample. The sample size is 11,736 in Panel (a) and 11,680 in Panel (b).

Legal Support Legal knowledge and access to legal resources are essential for protecting individ-
ual rights, fostering trust in formal institutions, and supporting market practices, such as the use
of enforceable contracts in business transactions. However, legal institutions, including the police,
courts, and other government entities, can appear intimidating to those with limited knowledge or
without access to legal professionals. Figure 2, Panel (a), reveals that a significant portion of the
population lacks familiarity with the legal system, with rural residents demonstrating even lower
levels of legal awareness compared to their urban counterparts. For instance, in rural areas, about
80% of respondents reported having little to no knowledge of how to find a lawyer. Additionally,
many rural residents lack understanding of the roles and functions of the police, prosecutors, and
courts, as well as how to seek legal assistance, file a lawsuit, or appeal a decision. Overall, basic
legal knowledge remains limited, particularly in rural areas (Figure A5). As a result, people do not
always use legally enforceable contracts when doing business (Figure 2, Panel b). Many believe it
is fine to do business with acquaintances without signing a contract, and this view is more common
among rural residents, with almost 20% agreeing.

Although not direct evidence, the lack of knowledge and exposure to formal institutions, along
with the rural-urban gap observed here, suggests that the reliance on social networks and gift
spending in relationship-based societies is closely linked to these factors.

Credit Supply and Migration Assistance Adverse life shocks often create an urgent need for
credit. Households facing liquidity constraints must seek loans from any available source to address
these financial pressures. In such situations, relatives and friends are typically the first to provide
assistance, often before formal financial institutions are approached. Furthermore, rural residents
are more likely than their urban counterparts to turn to relatives as their primary source of loans.
They are also more inclined to rely on individual or private loan institutions, which often charge

and housing (Figure A4).



higher interest rates (Table A12). The reliance on local social ties for loans is directly linked to gift
expenses: for households who choose relatives as their preferred source of loans, they on average
spend 0.5 percentage points more of their overall expenditure on gifts (Table A13).

Another direct benefit of social networks is the critical support they provide during migration.
Migrants often rely on their social connections not only for assistance with job searches but also
for temporary accommodation and other forms of logistical support as they transition to a new
location. This initial help can ease the challenges of migration and reduce the barriers to settling
in unfamiliar environments. Households who received local reception—such as temporary housing
or other forms of assistance—during their first migration trip tend to allocate one percentage point
more of their expenditure to gifts (Table A13). This suggests that the reliance on social networks
during migration is reflected in higher gift spending, potentially as a way to maintain and reciprocate
these valuable relationships.

Other Favors Social connections also play a significant role in job searches Among the 1,344
respondents who recently sought employment, over two-thirds reported receiving assistance in ob-
taining information about job openings, while approximately one-third received direct help from
others who used their connections to contact potential employers on their behalf. Additionally,
around 10% of respondents benefited from other forms of support, such as assistance with solving
specific problems, submitting applications, securing financial aid, or organizing application materials
(Table A14).1

Social networks can also provide assistance with a variety of other challenges that households
may encounter. In addition to a 32% probability of needing a loan and a 7% probability of requiring
help during a job search, the average household faces a 6% probability of seeking assistance with
schooling decisions for their children, an 11% probability of needing help with medical services, and
a 3% probability of requiring support for their children’s job search (Table A16).

There is also a notable rural-urban difference in the relationship between households and their
helpers. While relatives and friends are the primary sources of assistance overall, relatives play the
most significant role in rural areas, whereas urban residents are more likely to rely on friends for
support (Table A17).

Overall, social networks play a vital role in filling gaps left by formal institutions, offering support
in legal matters, credit access, migration, job searches, and other household needs. By facilitating
risk-sharing and addressing diverse challenges, they fulfill essential economic and social functions,
particularly in settings with limited institutional access. Furthermore, direct evidence highlights
the demand for these functions and their connection to gift-giving practices.

3.4 Social Capital and Status Effects

We directly examine the relationship between gift-giving and social capital, measured as the level
of trust. Figure 3 presents coefficient estimates from regressions of gift expenditure share on a
dummy variable indicating high trust in specific groups. The results show that a higher share of

1 Additional information on the identity of the help provider is presented in Table A15. Among the primary
providers of assistance, approximately 35% were family members, and 28% were friends, with relatives specifically
accounting for 17%. Notably, the influence of social networks extends beyond the direct relationship between the
job candidate and the helper. For instance, 64% of key help providers leveraged their own connections to assist, and
18% of these secondary connections were relatives.
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Figure 3: Relationship Between Trust Levels Toward Specific Groups and Expenditure Share on
Gifts

Note: This figure displays the coefficient plot from regressions where the expenditure share on gifts serves as the outcome variable, and a
dummy variable indicating high trust in a specific group is the key explanatory variable. Robust standard errors are used in the analysis.
Trust levels, as measured in the questionnaire, are rated on a scale from 1 to 5, with 5 representing the highest level of trust and 1
the lowest. The dummy variable for high trust equals one if the response is 4 or 5, and zero otherwise. The regression is based on
approximately 9,500 household observations from the 2010 CGSS Survey. Detailed regression results are provided in Table A18.

gift expenditure is positively associated with trust in colleagues, civil servants, businessmen, and
hometown natives (right panel). In contrast, the gift share is uncorrelated with trust in family,
relatives, and friends (left panel). This suggests that while individuals generally exhibit high levels
of trust within their close social circle, higher gift shares are linked to greater trust outside this
circle, reflecting broader or generalized trust levels.

Social interactions can also generate direct utility. Greater interaction with friends and relatives
is positively associated with higher levels of happiness, even after controlling for factors such as
income, family size, and access to formal social insurance (Table A19).'2

Figure 4 presents direct evidence on the relationship between gift expenditure and higher subjec-
tive well-being, particularly within a community in 2010 (Solid lines). The self-reported well-being
measures include perceived income level relative to others in the local area, perceived social status
within the community, overall life satisfaction, and optimism and confidence about the future.

For each outcome, we estimate two specifications. The community-level specification relates
subjective well-being to the community-average gift share and controls for log household income, age,
years of schooling, and urban status. The within-community specification relates subjective well-
being to the household gift share, includes community fixed effects, and controls for log household
income, age, and years of schooling. The results indicate that regional gift expenditure shares are
largely uncorrelated with subjective well-being, suggesting that individuals in regions with higher
overall gift spending are not necessarily happier. However, within a community, higher household
gift shares are positively associated with individuals feeling better about themselves.

We interpret this finding as evidence that gift exchanges function as a local status good. While
being invited to social events can be financially burdensome due to the expectation of contributing

12There is, however, a rural-urban divide in the nature of these relationships. Rural residents’ social networks are
more constrained by geographic proximity, leading to more frequent interactions with neighbors. In contrast, urban
residents interact more often with friends, whose networks tend to span larger geographic areas (Figure A6). While
neighbors are physically close, friendships often transcend immediate locality.

10



(a) Income Status

Household gift share

Community gift share

-1.0 -05 0.0 0.5
Coefficient Estimate

(c) Life Satisfaction

Household gift share

Community gift share

(b) Social Status

Household gift share

Community gift share

1.0 15 -05 0.0 0.5
Coefficient Estimate

(d) Optimism about Future

Household gift share

Community gift share

1.0

-0.5 0.0 05 -0.8 -0.4 0.0 0.4
Coefficient Estimate Coefficient Estimate

Figure 4: Relationship Between Subjective Well-Being and Gift Shares at the Household and Com-
munity Levels, 2010 and 2016

Note: These figures represent coefficient estimates from regression results in Table A20 and Table A25. The the outcome variable
represents self-evaluated well-being measures, including local income status, social status, life satisfaction, and optimism about the
future, each rated on a scale from 1 to 5, with 5 indicating the highest level. The solid lines represent regressions using the 2010 sample,
and the dashed lines represent results using the 2016 sample.

cash gifts, it also serves as a signal of one’s social standing within the community. Invitations
indicate that an individual is well-connected and maintains close relationships with many people,
leading to participation in multiple events. In this sense, gift expenditure represents a “sweet
burden,” reflecting both the costs and the social rewards of community engagement.

3.5 Cultural Norms and Perceptions of Corruption

We next examine how people perceive the role of social connections and, by extension, the signif-
icance of gift-giving in maintaining these relationships. Table 1 examines respondents’ views on
social connections and nepotism. A majority of respondents (66%) believe that using social con-
nections for favors is very common, with 70% reporting that stronger connections significantly ease
navigating challenges. Additionally, a sizable share of respondents view the use of social connections
as part of Chinese culture and tradition (45%). However, 61% of respondents attribute the reliance
on connections to the inability to navigate the system based solely on individual ability. These
findings suggest that while some view the use of social connections as rooted in cultural norms, a

11



Table 1: Perspectives on Social Connections, Nepotism, and Group Identity

Do you agree with the following views: Agree Neutral Disagree Obs
(1) Social connections are universally utilized to obtain favors. 66% 14% 20% 5,875
(2) The stronger the connection, the easier it is to accomplish tasks. 0% 16% 14% 5,826
(3) Utilizing social connections is a longstanding tradition in Chinese culture. 45% 19% 36% 5,810
(4) The significance of social connections arises primarily from the inherent limitations 61% 20% 19% 5,867
of individual capabilities.

(5) Leveraging social networks to obtain favors does not undermine the principle of fairness.  34% 17% 49% 5,829
(6) When recruiting, I would prioritize hiring relatives or friends over more qualified 58% 14% 28% 3,009
candidates whom I do not know personally.

(7) T feel a sense of pride when individuals from my hometown achieve success. 79% 15% 6% 3,009

Note: Rows (1)—(5) are based on individual-level data from the CGSS 2010 sample, while rows (6) and (7) utilize data from the CGSS
2008 sample.

larger share perceives it as a necessary response to the shortcomings of formal systems.

While approximately half of respondents (49%) believe that relying on social networks violates
principles of fairness, a majority are willing to engage in nepotism themselves. When asked about
recruitment preferences, 58% of respondents indicated that they would favor friends and relatives
over better-qualified candidates with whom they have no personal connections. Additionally, strong
group identity emerges based on geographic ties, with 79% of respondents expressing that they share
a sense of achievement with successful individuals from their region.

To understand the differentiation between customary reciprocity and corruption, we further
investigate the identity of the providers of favors and connect it to the gift-exchanging behavior.
The first notable observation is the asymmetry between favor demand and supply. While 32% of
respondents reported asking for favors to obtain loans and 11% sought help with medical care (Table
A16), only 24% reported being asked by others to provide loans, and just 5% were approached for
assistance with medical services (Table A21). Similar patterns are observed in other scenarios, such
as schooling decisions, job searches for children, and personal job hunts.

The second observation is that general socio-economic factors significantly influence the ability
to provide favors. Individuals in more prestigious occupations are more likely to be approached
for assistance with children’s schooling decisions, access to medical services, and job searches for
children. Similarly, higher family income is associated with an increased likelihood of being asked
to provide loans. Education level also plays a critical role, with higher levels of education being
particularly valuable in matters related to schooling. Additionally, males are significantly more
likely to be asked to perform these favors (Table A22).

The third observation concerns state employment. Individuals employed in the public sector
are significantly more likely to be asked for favors, even after controlling for factors such as age,
personal income, and managerial positions (Table A23). This finding aligns with the fact that the
state continues to control a substantial share of resources in China compared to the private sector.

As a result, bribery is often used as a means to gain access to resources or influence. Over 70% of
survey respondents agree that gifts are sometimes sent to public servants as a form of bribery, and
approximately 40% believe this occurs very often (Figure A7). It is important to note that bribery
can take various forms. During the anti-corruption campaign of the 2010s, the Chinese government
explicitly targeted practices such as extravagant banquets and large guest lists for social events
involving government officials. For instance, attending the wedding of a mayor’s daughter and
contributing cash gifts may not only reflect goodwill from the mayor’s friends but also serve as a
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strategic gesture by those seeking future favors. While this motive for gift exchanges is plausible,
we do not provide direct evidence for it in this paper. Future research will explore the potential
spillover effects of the anti-corruption campaign on China’s broader gift-giving culture to provide
further insights into this hypothesis.

In summary, we provide evidence of the benefits of gift-exchanging customs. These practices
offer economic value by facilitating access to resources in contexts of limited familiarity with formal
institutions, institutional absence, or corruption. They also contribute to well-being through social
interactions, act as a social status good, build social capital by fostering trust, and provide cultural
utility through adherence to norms. However, as economic and institutional conditions evolve, the
costs of these customs may outweigh their benefits. We address these potential changes in the next
section.

3.6 Decline Over Time

The benefits and costs of gift-exchanges are not static and can evolve over time, with varying impacts
across different regions. On average, the share of expenditure on gifts declined by 0.5 percentage
points between 2010 and 2016. This trend remains robust after controlling for community fixed
effects and household fixed effects (Table A24).

Additionally, the direct utility of gift-giving has also declined over time. In Figure 4, the dashed
lines present regression results using the 2016 sample. The results show that, unlike in 2010, higher
gift expenditures in 2016 still hold local social status value, but they no longer have a significant
effect on self-perceived income status, life satisfaction, or optimism about the future. This suggests
a shift away from a relational society as communities become more connected to the outside world
or as the quality of formal institutions improves. Tian and Xia (2024) demonstrates that the
decline in cash gift expenditures was partially driven by increased internal migration following the
relaxation of the Hukou system in China. Future research will further explore the role of institutional
improvements, such as those stemming from anti-corruption campaigns, in shaping these trends.

4 Conclusion

Gift-giving is a fundamental feature of relational societies, especially in traditional and insular
communities, where it facilitates access to credit, insurance, migration support, and trust. These
exchanges also carry significant costs and, in some contexts, risk being associated with corrupt prac-
tices. Our analysis documents the scale, importance, and changing role of gift-giving in China. The
decline in expenditures and benefits over time reflects the combined influence of migration, institu-
tional improvements, and anti-corruption campaigns. As modernization progresses, the challenge is
to replace the welfare and cohesion functions of informal networks with inclusive and reliable formal
institutions while minimizing social costs and avoiding the marginalization of vulnerable groups.
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Data Introduction

We use two primary datasets to examine the importance of social ties and gift exchange behaviors
in China. The first dataset is the Chinese General Social Survey (CGSS), the Chinese counterpart
to the General Social Survey in the United States. Initiated in 2003, its objective is to create
a nationally representative sample of urban and rural populations, offering insights into various
aspects of Chinese social life, with a focus on social structure, quality of life, values, and opinions.
The survey employs multi-stage stratified random sampling, with an oversampling of the urban
population. From each sampled household, one eligible adult is randomly selected as a respondent,
and all interviews are conducted in person. The CGSS consists of 12 waves from 2003 to 2021, and
the questions, samples, and response rates vary across years. For example, the 2006 survey focused
on labor-related issues, including economic reforms and firm restructuring; the 2010 survey included
questions on environmental and health concerns; and the 2013 survey emphasized social morality
and opinions on public services. In this paper, we select questions related to social networks and
use the data to provide a snapshot of the importance and implications of social ties in China over
the past two decades.'

The second dataset is the Chinese Family Panel Studies (CFPS), a nationally representative,
biennial longitudinal survey of Chinese communities, families, and individuals. Launched in 2010,
it is often regarded as the Chinese equivalent of the Panel Study of Income Dynamics in the
United States, providing extensive information on community structure and socioeconomic outcomes
at both the household and individual levels. The baseline survey in 2010 employed multi-stage
stratified sampling, followed by five subsequent waves in 2012, 2014, 2016, 2018, and 2020. While
the baseline survey was conducted entirely in person, follow-up surveys were primarily conducted
in person and supplemented with phone interviews. Although the core module remains consistent
across waves, the survey content evolves to address shifting social and policy priorities.'* In this
paper, we utilize selected data from the CFPS to document both cross-sectional and longitudinal
patterns of gift-exchanging behaviors.

13The primary sampling unit is county-level, while the secondary unit is township-level. The 12 waves include
2003, 2005, 2006, 2008, 2010, 2011, 2012, 2013, 2015, 2017, 2018, and 2021 For other details on the surveys, see
http://cgss.ruc.edu.cn/index.htm.

4For details on the surveys, see https://www.isss.pku.edu.cn/cfps/en/.
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Figure A1l: Questionnaire Sample: CFPS 2010 Household Questionnaire

C3 How many allotments of gifts/cash gifts did your family give out last year?  allotments

F1: (1) “Gifts” refer to material substances such as cigarettes, alcohol, tea, desserts, fruits, gold or silver
jewelries, and so on.
(2) “Cash gifts” refers to cash and securities. Money given to children as the Spring Festival gift is also
counted.

(301 What was the total value of the gifts/cash gifts given out last year? yuan

F1: Estimate the value according to the market price at the time of giving out.

C4 s there a genecalogy of your family?

1. Yes 5.No
F1 (In general term): (1) “Family™ refers to the relationships among families with the same surname and
tied together through blood relationships.
(2) “Genealogy” is a name list or family tree showing the relationships among family
members and ancestors.

F1 (In technical term): (1) *Family™ is a population group composed of family units according to the blood
relationships of the male members. It is a patriarchal system consisting of smaller
families that have relatively close blood and economic relationships but do not live
together or share foods and wealth.

(2) “Genealogy™ (zupu) is also called zongpu, jflachuan, fangpu, jiacheng, pudie, puxi

and so on in Chinese. It is a biographic record of the migration and development of the

Figure A2: Distribution of Household Expenditure Allocated to Gifts

(a) Full sample (b) By urban/rural
< ! o
A i ©
|
|
|
© |
|
|
.5 : ————— Urban
‘g o | Rural
e |
|
|
D) ; ; ; . . 0 2 4 6 8 1
0 2 4 6 8 1 Household expenditure share on gifts

Household expenditure share on gifts kernel = epanechnikov, bandwidth = 0.0098

Note: This figure illustrates the distribution of the share of household expenditure on gifts using data from the CGSS 2010. Panel (a)
includes 9,843 observations, with a mean of 7% (dashed line) and a median of 5%. Panel (b) separates the data into 5,846 urban and
3,997 rural observations. The mean share of expenditure on gifts is 6% for urban households and 9% for rural households, while the
median is 4% for urban households and 6% for rural households.
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Table A1l: Probability of a Significant Event: Did Your Family Experience Any of the Following
Events Last Year? (CFPS 2014, Household Sample)

Mean(S.d.) p-value

Event type Full sample Urban  Rural Urban-rural gap

Baby shower 0.065 0.055 0.074 0.000
(0.246) (0.229)  (0.262)

Wedding 0.051 0.043 0.058 0.000
(0.219) (0.202)  (0.234)

Funeral 0.046 0.048 0.045 0.358
(0.210) (0.214)  (0.207)

Milestone birthdays 0.031 0.041 0.021 0.000
(0.172) (0.198)  (0.142)

College admission 0.030 0.033 0.026 0.010
(0.170) (0.180)  (0.159)

Any of the above events 0.197 0.197 0.197 0.986
(0.398) (0.398)  (0.398)

Total expenditure on the events 3460 3652 3276 0.215
(17833) (19427) (16147)

N 13,831 6,789 7,042 13,831

Table A2: Average Cost of Hosting an Event by Event Type (CFPS 2014, Household Sample)

Event Mean/S.d. p-value
Full sample  Urban Rural  Urban-rural gap

Baby shower 6,508 8,204 5,189 0.002

(total n=697) (12,488) (14,710) (10,265)

Wedding 39,905 47,274 34,789 0.021

(total n=493) (59,252)  (71,147) (48,822)

Funeral 17,286 19,095 15,429 0.040

(total n=541) (20,814) (25,712) (13,933)

College admission 1,977 1,965 1,992 0.962

(total n=345) (5,118) (4,640)  (5,708)

Milestone birthday 2,503 2,316 2,860 0.398

(total n=335) (5,576) (4,939)  (6,635)

Any of the above events 17,576 18,543 16,643 0.349

(total n=2,723) (36,980) (40,510)  (33,209)

Household income 46,267 54,996 37,948 0.000

(total n=12,561) (60,006) (75,179) (38,793)

Ratio of mean event expenditure to income 0.38 0.34 0.44

Table A3: Median Ratio of Gifts Received to Event Costs (CFPS 2014, Household Sample)

Urban Rural

Baby shower 1 1
Wedding 0.67 0.68
Funeral 0.50 0.50
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Table A4: Occasions for Gift-Giving: Did Your Family Send Gifts for the Following Events Last
Year? (CFPS 2014, Household Sample)

Gift expenditure on the event Mean/S.d. p-value
Full sample Urban  Rural Urban-rural gap

Baby shower 0.53 0.52 0.55 0.000
(0.50) (0.50)  (0.50)

Wedding 0.69 0.68 0.70 0.030
(0.46) (0.47)  (0.46)

Funeral 0.47 0.43 0.50 0.000
(0.50) (0.50)  (0.50)

College admission celebration 0.28 0.30 0.26 0.000
(0.45) (0.46)  (0.44)

Chinese New Year 0.51 0.53 0.50 0.000
(0.50) (0.50)  (0.50)

Other events 0.05 0.05 0.04 0.000
(0.21) (0.22)  (0.20)

Any of the events above 0.81 0.82 0.81 0.192
(0.39) (0.39)  (0.40)

Total expenditure on gifts 3,143 3,546 2,721 0.000
(5,347) (6,080) (4,490)

Ratio of mean gift expenditure to income 0.068 0.064  0.072

Figure A3: Distribution of the Number of Visits Made and Received During Chinese New Year
(CGSS 2003)

Fraction

.05

T T T T T
0 20 50 100 150 200 250 300
Number of visits during the Chinese New Year

Note: The figure presents answers to this question: “During this Chinese New Year, between you and your relatives, close friends, and
other acquaintances, approximately how many times did you visit each other and interact in various ways?” The mean number of visits
and interactions is 27, the median is 20, and the maximum is 297.
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Table Ab: Gift Expenditure Share by Urban/Rural Residence and Agricultural /Non-Agricultural
Hukou Status (CGSS 2010)

Urban Rural
Non-ag Hukou 6.0%  8.4%
Agricultural Hukou 6.4%  8.6%

Table A6: Urban-Rural Disparity in Gift Expenditure Share

(1) (2) (3) (4)

Outcome variable Share of expenditure on gifts
Urban (=1) -0.026%%F  -0.023%**  -0.025%**  -(.024***
(0.002) (0.002) (0.003) (0.003)
Agricultural Hukou (=1) 0.002 0.001 0.002
(0.002) (0.002) (0.003)
Average years of education -0.000 -0.000
(0.000) (0.000)
Age -0.000%**  -0.000%**
(0.000) (0.000)
Log family income 0.001
(0.001)
Constant 0.087***  (0.085%**  (0.099***  (0.087***
(0.002) (0.003) (0.006) (0.012)
Observations 9,843 9,418 9,408 8,603
R-squared 0.021 0.019 0.021 0.019

Note: This table is based on the CGSS 2010 sample. Standard errors are robust. *** p<0.01, ** p<0.05, * p<0.1.
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Table A7: Community-Level Determinants of Average Gift Expenditure Shares

Panel A (1) (2) (3) (4)
Outcome variable: Average share of expenditure on gifts
(1) (2) (3) (4)
Ethnic minority cluster (=1) 0.019%**
(0.007)
Census Bureau designated rural area (=1) 0.008**
(0.003)
Decades since TV connection -0.008%***
(0.003)
Share of population, migrants -0.024%**
(0.009)
Constant 0.074%%* 0.072%%* 0.087*FF  (.079%**

(0.002) (0.002) (0.004) (0.002)

Mean (s.d.) of regressor 0.09 (0.29) 0.51 (0.50) 1.18 (0.76) 0.13 (0.17)
Observations 634 635 413 625
R-squared 0.015 0.008 0.017 0.009
Panel B (1) (2) (3) (4)
Outcome variable: Average share of expenditure on gifts
Log population density -0.004***
(0.001)
Decades since phone connection -0.008**
(0.004)
Main household fuel type - Firewood/biogas/coal (=1) 0.008**
(0.004)
Share of population, regular residents 0.025%**
(0.009)
Constant 0.078%** 0.087*** 0.072%** 0.054%**
(0.002)  (0.005)  (0.002)  (0.008)
Mean (s.d.) of regressor 0.63 (2.31) 1.15 (0.58) 0.46 (0.50) 0.88 (0.17)
Observations 561 459 580 635
R-squared 0.034 0.010 0.009 0.009

Note: This table is based on the community-level sample from the CFPS 2010 for the regressors, and the household-level sample for the
outcome variable. The mean (s.d.) of the average share of expenditure on gift is 7.6% (4.4%). The baseline group for the main household
fuel type is natural gas or electricity. The definition of regular residents is the ones who (a) have Hukou elsewhere but have lived in
the current place for more than six months, (b) have Hukou here and currently live here, or (¢) have Hukou here and have been living
elsewhere for less than six months. The definition of migrants is the ones who have Hukou elsewhere and have lived in the current place
for less than six months. Standard errors are robust. *** p<0.01, ** p<0.05, * p<0.1.

A6



Figure A4: Rural-Urban Disparity in Financial Pressure from Specific Sources (CGSS 2010)
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Table A8: Household-Level Determinants of Gift Expenditure Shares

(1) 2 3) (4) (5) (6) (M)

Outcome variable: Share of expenditure on gifts
Has a family genealogy book (=1) 0.011%**

(0.004)
Had an annual ancestor veneration event (=1) 0.009%**

(0.003)
Number of relatives visited in the new year 0.002***
(0.000)
Number of friends visited in the new year 0.001%**
(0.000)
Hangout with neighbors (=1) 0.022%**
(0.004)
Share gifts and food with neighbor (=1) 0.009**
(0.004)
Help out neighbors or receive help (=1) 0.006*
(0.003)

Constant 0.080%** 0.077#** 0.072%** 0.079%** 0.079%** 0.0827%** 0.081%**

(0.002) (0.003) (0.002)  (0.002)  (0.002) (0.002) (0.002)
Mean (s.d.) of the regressor 0.23 (0.42) 0.70 (0.46) 0.55 (0.66) 3.38 (6.44) 0.16 (0.36) 0.13 (0.33) 0.28 (0.45)
Observations 12,777 12,834 12,796 12,771 12,836 12,836 12,836
R-squared 0.003 0.002 0.021 0.009 0.008 0.001 0.001

Note: This table is based on the household-level sample from the CFPS 2010. The mean (s.d.) of the share of expenditure on gift is
7.7% (8.8%). Standard errors are clustered at the community level. *** p<0.01, ** p<0.05, * p<0.1.
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Table A9: Individual-Level Determinants of Gift Expenditure Shares

) ® 0 @ 0 ©
Outcome variable: Share of expenditure on gifts
Has a local Hukou (=1) 0.022%%*
(0.004)
Hukou type is urban (=1) -0.015%**
(0.003)
Number of siblings, total 0.003***
(0.001)
Number of siblings, living next door 0.012%**
(0.004)
Number of siblings, living in the same county 0.004***
(and not living next door) (0.001)
Number of siblings, living in different counties -0.001
(0.001)
Opinion: Mandarin is important in communication (=1) -0.002*
(0.001)
Opinion: Dialect is important in communication (=1) 0.003%***
(0.001)
Married, with a spouse 0.007#**
(0.002)
Cohabitating -0.002
(0.010)
Divorced -0.009
(0.006)
Widowed 0.009%*
(0.004)
Have urban pension (=1) -0.016%**
(0.003)
Constant 0.067*%F 0.074%¥*F  0.076*** 0.079%** 0.076***  (.083***
(0.004)  (0.003)  (0.003)  (0.007)  (0.003)  (0.003)
Observations 29,253 29,129 29,460 29,151 29,455 21,966
R-squared 0.011 0.004 0.008 0.003 0.001 0.004

Note: This table is based on the individual-level sample from the CFPS 2010 for the regressors, and the household-level sample from
the outcome variable. The mean (s.d.) of the share of expenditure on gift is 7.7% (8.7%). Among the regressors, the mean values (with
standard deviations in parentheses) are as follows: 0.93 (0.26) for the local Hukou dummy, 0.29 (0.46) for the urban Hukou dummy,
2.83 (1.93) for the total number of siblings, 0.07 (0.36) for the number of siblings living next door, 1.47 (1.67) for the number of siblings
living in the same county, and 0.79 (1.29) for the number of siblings living in different counties. For the importance of language in
communication (on a scale of 1 to 5, with 5 being the most important), the mean is 4.13 (1.14) for Mandarin and 3.94 (1.07) for dialects.
The omitted group for marital status in Column (5) is ”single,” with 80% of the sample being married. Column (6) restricts the sample
to adults who have ever worked, where the mean (s.d.) of the dummy for having an urban pension is 0.16 (0.36). The Standard errors
are clustered at the community level. *** p<0.01, ** p<0.05, * p<0.1.
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Table A10: Disparity in Gift Expenditure Share Between Locals and Migrants

O ® @
Outcome variable Share of expenditure on gifts

Local (=1) 0.014%F% 0.011%FF  0.012%**  0.011***
(0.002)  (0.002) (0.002) (0.002)

Agricultural Hukou (=1) 0.016*%*  0.015%**  0.015%**
(0.002) (0.002) (0.002)
Average years of education -0.000 -0.000
(0.000) (0.000)

Age -0.000%**  -0.000%**
(0.000) (0.000)
Log family income 0.000
(0.001)

Constant 0.061***  0.056***  0.069***  0.067***
(0.002)  (0.002) (0.006) (0.012)
Observations 9,809 9,387 9,377 8,575
R-squared 0.005 0.012 0.014 0.012

Note: This table is based on the CGSS 2010 sample. Local means that the Hukou registration is at the current township or street.

Standard errors are robust. *** p<0.01, ** p<0.05, * p<0.1.

Table A11: Relationship Between Gift Expenditure Shares and Financial Pressure from Gifts

n©® ® O
Outcome variable: Share of expenditure on gifts

Little pressure from gift giving 0.017%FF  0.018%FF  0.018%FF  (.018***
(0.002)  (0.002)  (0.002)  (0.002)

Moderate pressure from gift giving 0.038%**  (0.038%** (0.038*%**  (.038***
(0.002)  (0.002)  (0.002)  (0.002)

Considerable pressure from gift giving 0.090%** 0.090*** 0.089*** (.088***
(0.003)  (0.003)  (0.003)  (0.003)

Significant pressure from gift giving 0.131%%*  (0.132%** (.131*** (.130%**
(0.006)  (0.006)  (0.006)  (0.006)
Log family income -0.002*%*  -0.002**  0.002*
(0.001)  (0.001)  (0.001)
Household size 0.001 -0.001
(0.001)  (0.001)

Urban (=1) -0.019%**
(0.002)

Constant 0.035%**  0.055%**  (0.053%**  (.034***
(0.001)  (0.008)  (0.009)  (0.009)
Observations 9,779 8,922 8,922 8,922
R-squared 0.197 0.198 0.198 0.207

Note: The regression is conducted at the household level using the CGSS 2010 sample. The mean (s.d.) of the share of expenditure
on gifts is 7.2% (8.8%). The omitted baseline group is “No pressure from gift giving.” Within the sample, 31% of households report no
pressure, 19% report little pressure, 27% report moderate pressure, 18% report considerable pressure, and 6% report significant pressure.
Standard errors are robust. *** p<0.01, ** p<0.05, * p<0.1.
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Table A12: Primary Source Approached for Borrowing Money (CFPS 2014)

Potential source of loans All Urban Rural
Relatives 59% 56%  61%
Friends 6% 6% 5%

Bank 21% 2%  21%
Formal financial institutions other than bank 0.2% 02% 0.1%
Individual or private loan institution 0.7%  0.5% 1%

Will not borrow money in any condition 13% 5%  12%
N 13236 6484 6,752

Table A13: Role of Networks and Gift Giving in Credit Supply and Migration Assistance

(1) (2) 3) (4)

Outcome variable: Share of expenditure on gifts
Relatives as the primary source of loans (=1) 0.005%*  0.006**
(0.002)  (0.002)
Received support at the destination when migrating (=1) 0.007**  0.012%**
(0.004)  (0.004)
Log family income 0.001 -0.000 -0.000 -0.001
(0.001)  (0.001)  (0.001)  (0.001)
Constant 0.061%%*  0.070***  0.083**F*  0.095%**

(0.010)  (0.011)  (0.015)  (0.015)

Observations 12,407 12,418 12,836 12,836
R-squared 0.148 0.065 0.162 0.079
County FE Yes Yes

Province FE Yes Yes

Note: Columns (1) and (2) use household-level data from the CFPS 2014 sample, while Columns (3) and (4) use data from the CFPS 2010
sample. The dummy variable for “receiving support at the destination when migrating” equals one if any household member received
assistance upon migrating. The mean (s.d.) values are as follows: 0.56 (0.50) for the dummy variable indicating relatives as the primary
source of loans, 0.13 (0.33) for the dummy variable indicating reception at the destination when migrating, and 0.08 (0.09) for the share
of expenditure on gifts. Regressions are weighted using household sample weights in the respective years. Standard errors are clustered
at the community level. *** p<0.01, ** p<0.05, * p<0.1.

Table A14: Types of Assistance Received During Job Search (CGSS 2008)

Type of assistance received # obs Probability
Provide information of positions 1,344 69%
Use connections to get direct referrals 1,342 29%
Solve specific problems in job search 1,341 13%
Help submit applications 1,344 12%
Provide financial support 1,340 10%
Help organize application materials 1,340 %
Other 1,341 2%

All



Figure A5: Rural-Urban Disparity in Familiarity with Legal Institutions and Practices (CGSS 2010)

(a) Basic knowledge of law (b) Even if I know the person, I need to agree
beforehand and sign contracts

<

Urban 4 Urban
I Rural A I Rural
~
| I I - -/ I I

Fraction

Fraction

Notatall  Alile  Neutral Quitewell Very wel Strongly disagree Disagree  Neutral Agres  Strongly agree
(¢) Know the function of police (d) Know how to seek legal assistance
é‘? Urban é ] Urban
I Il . 3} 0 |
Notatall  Alile  Neutal Quitowell Very well Notatal  Alle  Neutal Quitewell Very well
(e) Know the function of prosecutors (f) Know the function of a court

0

Urban 4 Urban
o« I Rural S Rural
1 I - o | I -

o

Fraction
Fraction
3

2

Notatall  Alile  Neutal Quitewell Very wel Notatall  Alile  Neutral Quitewell Very wel
(g) Know how to file a lawsuit (h) Know how to appeal
4 ]
< <]
@+ o
< c
k] Urban 2 Urban
g I Rural g I Rural
o o
N | I 2 N J
Not at all Alittle Neutral  Quite well  Very well Not a\all Allltle Nsulral Qullswell Very well

A12



Table A15: Family and Relatives as Primary Providers of Assistance (CGSS 2008)

Key help provider (1,347 obs) Pct. Key help provider Pct.
Family 35% People from the same hometown 4%
Friends 28% Former schoolmates 3%
Relatives 17%  Colleagues 1%
Acquaintances 9%  Other 1%

Second layer connections that the key help provider used Pct.

(1,342 obs)

Relatives 18%

Non-relatives 47%

Oneself 36%

Table A16: Ever Requested Favors for the Following Issues (CFPS 2010)

N mean
Borrowing money 33,598  0.32
Schooling choice for children 33,598  0.06
Medical care 33,598 0.11
Job search 33,598  0.07
Job search for children 33,598  0.03

Table A17: Relationship with the Person Providing the Favor (CFPS 2010)

(1) (2) (3) (4) (5)

Panel A: Rural N Relatives Friends Family Other
Borrowing money 6,554 0.60 0.25 0.10 0.04
Schooling choice for children 881 0.50 0.31 0.12 0.07
Medical care 2,068 0.52 0.29 0.10 0.09
Job search 1,037 0.28 0.63 0.06 0.03
Job search for children 345 0.57 0.30 0.07 0.06
O ® @ 0
Panel B: Urban N Relatives Friends Family Other
Borrowing money 4,015 0.54 0.31 0.11 0.03
Schooling choice for children 840 0.34 0.53 0.08 0.05
Medical care 1,507 0.40 0.46 0.08 0.06
Job search 1,072 0.30 0.62 0.04 0.05
Job search for children 354 0.38 0.50 0.03 0.08
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Table A18: Relationship Between Trust Levels Toward Specific Groups and Expenditure Share on

Gifts
Panel A (1) (2) (3) (4)
Outcome variable Share of expenditure on gifts
Trust on colleagues 0.005%**
(0.002)
Trust on civil servants 0.005%**
(0.002)
Trust on businessman 0.008%***
(0.003)
Trust on people from the same hometown 0.008***
(0.002)
Constant 0.069*** 0.070%** 0.070%** 0.068***
(0.001) (0.001) (0.001) (0.001)
Mean (s.d.) of regressor 0.98 (0.12) 0.88 (0.32) 0.73 (0.44) 0.61 (0.49)
Observations 9,440 9,783 9,796 9,770
R-squared 0.001 0.001 0.001 0.002
Panel B (1) (2) (3) (4)
Outcome variable Share of expenditure on gifts
Trust on family -0.005
(0.008)
Trust on relatives 0.002
(0.003)
Trust on friends 0.002
(0.002)
Trust on former schoolmates 0.003*
(0.002)
Constant 0.077*** 0.070%** 0.070%** 0.069%**
(0.008) (0.003) (0.002) (0.001)
Mean (s.d.) of regressor 0.54 (0.50) 0.45 (0.50) 0.17 (0.38) 0.54 (0.50)
Observations 9,832 9,829 9,812 9,473
R-squared 0.000 0.000 0.000 0.000

Note: This table uses the CGSS 2010 sample. The outcome variable is the expenditure share on gifts, and the explanatory variable is a
dummy variable indicating high trust in a specific group. Trust levels, as measured in the questionnaire, are rated on a scale from 1 to
5, with 5 representing the highest level of trust and 1 the lowest. The dummy variable for high trust equals one if the response is 4 or 5,
and zero otherwise. The mean (s.d.) of the outcome variable is 7.2% (8.8%). Robust standard errors are used in the analysis. *** p <
0.01, ** p < 0.05, * p < 0.1.
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Table A19: Relationship Between Happiness Levels and the Closeness of Social Relationships with
Friends and Relatives

n ©  ® O 0
Outcome variable Happiness level
Not close -0.99 -1.93 -1.62 -0.97 3.72
(3.09) (3.42) (3.20) (3.09) (4.48)
Moderately close 5.53* 3.72 3.43 5.58%* 10.58%*
(2.92)  (3.24)  (3.03)  (292)  (4.26)
Close 11.73%%*  10.20%F%  9.63***  11.76%*F*F 17.74%**
(2.91)  (324)  (3.02)  (291)  (4.25)
Very close 13.87HFFF  12.39%**  11.68%** 13.88%F*F 20.45%**
(2.97)  (329)  (3.07)  (297)  (4.32)
Log personal income 3.25%H%
(0.18)
Log family income 4.73%%*
(0.20)
Family size 0.16
(0.10)
Have access to social insurance (=1) 1.76%+*
(0.51)
Constant 51.69%HFF  25.53%** 917k 51.02FFK  46.19%FF
(2.90)  (357)  (3.55)  (2.94)  (4.24)
Observations 10,372 9,470 9,685 10,372 6,012
R-squared 0.04 0.07 0.09 0.04 0.05

Note: This table is based on the CGSS 2005 sample. The outcome variable represents the percentage of life perceived as happy, ranging
from 10, 20, to 100. The explanatory variables are categorical indicators reflecting the individual’s perceived closeness with friends and
relatives. The omitted group is "Not close at all.” The mean (s.d.) of the outcome variable is 61 (20). Robust standard errors are used
in the analysis. *** p < 0.01, ** p < 0.05, * p < 0.1.

Figure A6: Rural-Urban Disparity in the Frequency of Interaction with Neighbors and Friends
(CGSS 2013)
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Table A20: Relationship Between Gift Expenditure Shares at the Household and Community Levels
and Subjective Well-Being, 2010

(1) 2) (3) (4) () (6) (7) (8)

Outcome variable: Income status Social status Life satisfaction Optimism about future
Average share of exp. on gifts 0.682%* 0.256 -0.124 -0.050
(0.364) (0.365) (0.381) (0.377)
Household share of exp. on gifts 0.310%** 0.503*** 0.361*** 0.281%**
(0.118) (0.101) (0.111) (0.113)
Log family income 0.186***  (.218%**  (0.096***  (.121*%** (.137*** (.162*** (.083***  (0.109***
(0.019) (0.013) (0.014) (0.011) (0.013) (0.013) (0.013) (0.013)
Age 0.002*%%  0.003***  0.006*%** 0.007*** 0.004*** 0.004*** -0.013***  -0.013***
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Years of schooling 0.029%F*F  0.039***  0.016***  0.027*** 0.002 0.001 0.016%F*  0.014%**
(0.003) (0.003) (0.003) (0.003) (0.003) (0.003) (0.003) (0.003)
Urban status -0.255%** -0.268%** -0.115%** -0.085%*
(0.033) (0.038) (0.035) (0.036)
Constant 0.141 S0.415%F%F  1.526%F*  0.978%**  1.996%**  1.639%**  3.366%**  3.028%**
(0.205) (0.134) (0.153) (0.126) (0.139) (0.140) (0.145) (0.141)
Mean (s.d.) of outcome var. 2.21 (0.98) 2.76 (0.97) 3.48 (1.04) 3.68 (1.10)
Community FEs N Y N Y N Y N Y
Observations 26,797 26,797 29,295 29,295 29,406 29,406 29,348 29,348
R-squared 0.061 0.168 0.030 0.160 0.021 0.117 0.064 0.174

Note: The table presents regression results based on individual-level data from the CFPS 2010 sample. The outcome variable represents
self-evaluated well-being measures, including local income status, social status, life satisfaction, and optimism about the future, each
rated on a scale from 1 to 5, with 5 indicating the highest level. The mean (s.d.) of the average share of expenditure on gifts is 7.8%
(4.5%), and the mean (s.d.) of the household-level share of expenditure on gifts is also 7.8% (8.7%). Regressions are weighted using
household sample weights, and standard errors are clustered at the community level. *** p < 0.01, ** p < 0.05, * p < 0.1.

Table A21: Ever Received Requests for Favors Regarding the Following Issues (CFPS 2010)

N mean
Borrowing money 33,598  0.24
Schooling choice for children 33,598  0.02
Medical care 33,098  0.05
Job search 33,598  0.05
Job search for children 33,598  0.01
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Table A22: Relationship Between Being Asked for Favors and Socio-Economic Status

0 ®) ) O )
Borrowing  Schooling Medical Job Job kids
Occupation reputation score 0.005 0.011*** 0.013*** 0.004 0.012***
(0.007)  (0.003)  (0.004)  (0.005)  (0.003)
Log family income 0.054%** 0.008*** 0.005 0.013%FF  0.008***
(0.007)  (0.002) (0.003)  (0.004) (0.002)
Years of schooling 0.004* 0.003*** 0.002* 0.001 0.001**
(0.002)  (0.001) (0.001)  (0.001) (0.001)
Age -0.003%** 0.001*** 0.001** -0.002%** 0.000***
(0.001)  (0.000)  (0.000)  (0.000)  (0.000)
Gender 0.086*** 0.011*** 0.011** 0.024*** 0.008**
(0.010)  (0.004) (0.005)  (0.006) (0.003)
Constant -0.249FFF  _0.166%**  -0.090** -0.022 -0.149%+*

(0.081) (0.031) (0.036) (0.053) (0.030)

Mean (s.d.) of outcome var. 0.29 (0.45) 0.03 (0.17) 0.05 (0.23) 0.06 (0.24) 0.02 (0.12)
Observations 13,655 13,655 13,655 13,655 13,655
R-squared 0.040 0.073 0.042 0.052 0.031

Note: This table is based on the CFPS 2010 individual sample. The outcome variable is a dummy indicating whether an individual
has been asked for a favor regarding a specific issue. The main explanatory variable is the occupation reputation score, derived from
Treiman’s International Prestige Scale (SIOPS), where a higher score reflects a more prestigious occupation. All columns include industry
fixed effects. The mean (s.d.) of the main explanatory variable is 4.0 (1.0). Standard errors are clustered at the community level. *** p
< 0.01, ** p < 0.05, * p < 0.1.

Table A23: Relationship Between Being Asked for Favors and Employer Type

o ®) @
Outcome variable Was asked for favor related at the current position
State-owned or collectively owned enterprise (=1) 0.064***  0.074***  0.050%** 0.049%**
(0.016) (0.016) (0.017) (0.017)
Age -0.003***  -0.002*** -0.002%**
(0.001) (0.001) (0.001)
Log personal income 0.104%%* 0.065%**
(0.009) (0.010)
Has a management role (=1) 0.213%**
(0.021)
Constant 0.287FFF  0.413***  _0.658*** -0.318%**
(0.009) (0.028) (0.096) (0.100)
Observations 3,696 3,695 3,216 3,211
R-squared 0.004 0.010 0.054 0.090

Note: This table is based on the CGSS 2010 sample. The outcome variable is a dummy indicating whether an individual has been asked
for a favor related to their current role. The main explanatory variable is a dummy indicating whether the individual is employed at a
state-owned or collectively owned enterprise, as opposed to a private firm. The mean (s.d.) of the outcome variable is 0.31 (0.46), and
the mean (s.d.) of the main explanatory variable is 0.36 (0.48). Robust standard errors are used in the analysis. *** p < 0.01, ** p <
0.05, * p < 0.1.
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Figure A7: Distribution of Perceptions on the Frequency of Gift-Giving to Public Servants as
Bribery (CGSS 2015, 3,527 observations)
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Table A24: Changes in the Expenditure Share of Gifts Over Time

(1) (2) (3)

Outcome variable: Share of expenditure on gifts

Year 2016 (=1) -0.005%**  -0.005%** -0.005%*

(0.002) (0.002) (0.002)
Urban (=1) -0.013%%F  _0.019%**  -0.019%***

(0.004) (0.004) (0.005)
Constant 0.089%**  (,092%** 0.092%**

(0.003) (0.002) (0.002)
Fixed effects Community Household
Observations 25,489 25,489 22,511
R-squared 0.007 0.193 0.582

Note: The sample consists of households from the CFPS 2010 and 2016 surveys. Regressions are weighted using household sample
weights, and standard errors are clustered at the community level. *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A25: Relationship Between Gift Expenditure Shares at the Household and Community Levels
and Subjective Well-Being, 2016

M @) @) @ ) ©) @) ®)
VARIABLES Income status Social status Life satisfaction Optimism about future
Average share of exp. on gifts -0.270 -0.080 -0.137 -0.100
(0.346) (0.324) (0.319) (0.295)
Household share of exp. on gifts 0.076 0.415%*% 0.205 0.049
(0.153) (0.144) (0.127) (0.129)
Log family income 0.153%F*  0.179%FF  0.056***  0.082*F**  0.105%**  0.117***  (0.082%*F*  (.097***
(0.015) (0.013) (0.015) (0.013) (0.013) (0.012) (0.012) (0.013)
Age 0.005%F*  0.007%FF  0.017%F*  0.013%*F*  0.007***  0.006*** -0.003***  -0.003%**
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Years of schooling 0.014%%% 0.020***  -0.005 0.003  -0.021%** -0.024***  (0.005%* 0.002
(0.004) (0.004) (0.003) (0.003) (0.003) (0.003) (0.003) (0.003)
Urban status -0.166***  -0.043  -0.139***  -0.043 0.046 0.038 -0.035 0.061
(0.030) (0.047) (0.031) (0.049) (0.029) (0.039) (0.028) (0.044)
Constant 0.508%** 0.007 1.813¥**  1.326%**  2.371%** 220200k 3 165¥**  2.960%**
(0.185) (0.162) (0.175) (0.147) (0.153) (0.145) (0.143) (0.143)
Mean (s.d.) of outcome var. 2.41 (1.02) 2.79 (1.07) 3.61 (1.08) 3.91 (1.05)
Observations 23,331 23,330 25,259 25,259 25,323 25,323 25,286 25,286
R-squared 0.030 0.113 0.037 0.131 0.028 0.109 0.012 0.086

Note: The table presents regression results based on individual-level data from the CFPS 2016 sample. The outcome variable represents
self-evaluated well-being measures, including local income status, social status, life satisfaction, and optimism about the future, each
rated on a scale from 1 to 5, with 5 indicating the highest level. The mean (s.d.) of the average share of expenditure on gifts is 7.6%
(4.5%), and the mean (s.d.) of the household-level share of expenditure on gifts is also 7.7% (8.6%). Regressions are weighted using
household sample weights, and standard errors are clustered at the community level. *** p < 0.01, ** p < 0.05, * p < 0.1.
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