Social Identity and Inequality:
The Impact of China’s Hukou System

Farzana Afridi, Sherry Xin Li, and Yufei R&n

June 27, 2011

Abstract

We conduct an experimental study to investigate ¢hasal impact of social identity on
individuals’ response to economic incentives. Wauon China’s household registratitioy
system which favors urban residents and discriragagainst rural residents in resource
allocation. Our results indicate that making induals’ hukou status salient and public
significantly reduces the performance of rural rargrstudents on an incentivized cognitive task
by 10 percent, which leads to a significant lefdvahift of their earnings distribution. The
results demonstrate the impact of institutionathposed social identity on individuals’ intrinsic

response to incentives, and consequently on widdnsome inequality.
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1. Introduction

A large body of literature documents significantd ancreasing income inequality in the fastest
growing economies of the world (f@hina Kanbur and Zhang, 199€hen, 2002; Yao, Zhang
and Hanmer, 2004Ravallion and Chen, 2007; iimdia: Deaton and Dreze, 2002; Datt and
Ravallion, 2002). Empirical research suggests timhg income inequality lowers poverty
reduction at any given positive rate of growth (Rben, 1997). If we incorporate the
psychology and sociology of an individual's ideptiinto economic models of behaviour,
however, the implications of socio-economic ineguyaimay be much wider. For instance,
Akerlof and Kranton (2000) incorporate individuatgcial identity into a theoretical model of
poverty and show that social exclusion can leaelualibria in which the ‘excluded’ individuals
avoid economic activities that are remunerative.

This paper extends the literature on social idgnby investigating how individuals’
identification with an institutionally created unmdkiass contributes to economic inequality. We
focus on China’s household registration systeme-httkouinstitution. This system categorizes
citizens into urban (nonagricultural) and ruralr{egitural) residents of a particular location. The
urban residents in that location (say a municipphire favored in resource allocation compared
to the rural residents and migrants. We desigamdéd field experiment (Harrison and List, 2004)
to study whether this institution shapes an indial® social identity and hascausalimpact on
her response to incentives. If yes, how does tlsporese to incentives affect individuals’
performance on cognitive tasks and thereby theiloigion of earnings among these different
socio-economic groups?

To introduce an exogenous variation in identityiesede we adopt a methodology from

psychology called priming (Bargh, 2006). Specifigalve randomly assign primary school



students in Beijing, with differenhukou backgrounds, to two treatments. In the identity
treatment we prime studentBukou identity and make it salient through a pre-expernime
guestionnaire followed by a public verificationtbeir hukoustatus (Shih, Pittinsky and Ambady,
1999; Hoff and Pandey, 2006). In the control treattrstudentshukouidentity is kept private.
We then compare the performance in incentivizethitovg tasks, solving puzzles, between the
two treatments in order to examine the effectsukouidentity on economic inequality.

Our experimental design follows Hoff and Pandey0&02006) who were the first to
explore how social identities contribute to incomequality through intrinsically distorted
response to incentives in India. This paper extdhdg investigation to China — the world’s
most populous country and fastest growing economgndg more importantly, to a broader
horizon in several ways. First, we explore the iotpd identity within a socio-political system
that is almost polar opposite of India’s. Unlikeli@m, China is an ethnically homogeneous society
— its population is 91.5 percent ethnic Han (NadldBureau of Statistics 1994-2003). While the
caste system is based on factors that include etbejcity, linguistics, and occupations, the
rural-versus-urban categorization by Chifa&ousystem is less complex. The relatively simple
social categorization byhukoy therefore, provides cleaner evidence on how plver
institutional exclusion can be, even in an ethiycabmogeneous society, in influencing labour
market outcomes through individuals’ social ideesit Second, unlike caste or ethnicitygrant
identity in China is administratively created tontol spatial labour mobility and reinforced
throughmerely decadesf differential treatment of rural-urban resident¢e, therefore, have an
opportunity to test whether systemic dispabgtween households overshort period of time
(compared to hundreds of years for caste and etligpgarities) can benternalizedthrough a

manifestation of individuals’ social identity. 1&g, this provides us with more powerful evidence



on the impact of institutions and social exclusiancreating identities. Finally, as a policy
intervention in the domestic labour market, Chinlaigkou system was initially designed to
prevent potential problems that may be caused bgsivea rural-urban labour migration. By
focusing on migrant identity created by such aqyoéis well as the resulting consequences, this
paper carries broader implications for policy mgkin other economies where regional labour
migration or global immigration may pose challengethe labour markets.

Our results indicate that when rural migrant stasieéimferior’ hukou status is made salient
and public, they significantly underperform by 1@rgent in the incentivized cognitive task
compared to when their identity is kept privatee Tderformance of local urban students, the ‘high’
statushukou holders, insignificantly improves when théiukou status is primed. Consistent with
Hoff and Pandey (2011), we find that introducingmpetition significantly enhances the
performance of ‘high’ status males but publicly e@aing the ‘inferior’ status of their competitors
makes them complacent.

Although these changes in behaviour have insigmtiempact on aggregate efficiency, the
significant underperformance by rural migrant studeleads to a drastic shift in the
experimental earnings distribution. The rankinguwfl migrant students shifts to the left — the
proportion of rural migrant students below thé"Z®rcentile increases significantly from 11.9
percent to 30.3 percent. In contrast, wherkou identity is primed the proportion of urban
students below the #5percentile drops from 22.2 percent to 17.2 percand the proportion
above the 78 percentile increases by almost 8 percentage paatheit insignificantly. The
results show that thieukousystem distorts individuals’ response to incergimad may have a
causal impact on widening the income gap betwegmamis and non-migrants in urban China.

They suggest that a policy intervention based aegmaizations of citizens and differential



treatments may be internalized by individuals, drhce lead to unintended, far-reaching
economic consequences.

Our findings have two broad implications. Firstedhetical and empirical literature
suggests that high levels of inequality may haveeesk implications for economic growth
(Persson and Tabellini, 1994; Alessina and Rodi®&94). Our results, thus, highlight the
importance of designing policies that ensure inekisand sustainable economic growth in
developing countries. Second, the results undettiveneed for more research on the impact of
social exclusion on individual behaviour and thie@fveness of existing redistributive policies
that aim at reducing social exclusion. For instansbile affirmative action has generated
tremendous policy debate, there is limited evidesfc#s impact on social cohesion as well as
economic efficiency.

The remaining sections of the paper are organigddlws. Section 2 places this study in
the context of existing literature. Section 3 pd®s a brief background on Chin&skousystem.
Section 4 describes the experimental design andiate The results of the analysis and its

discussion are presented in Section 5. Sectiomélades.

2. Literature Review

The importance of incorporating social identityoirgconomic analyses is stressed by Akerlof
and Kranton (2000). An expanding theoretical (Sh&@05; Fang and Loury, 2005; Benabou
and Tirole, 2007; Horst, Kirman and Teschl, 2006y @&xperimental literature suggests that
making identity salient has important effects oefprences and economic behaviour (Ball et al.,
2001; Benjamin, Choi and Strickland, 2010). To Hest of our knowledge, only two studies

investigate the impact of social identity on ecoimautcomes in developing countries. Hoff and



Pandey (2005, 2006) find that social identity —adpict of history and culture — shapes one’s
belief system and has a pronounced impact on belmaun response to economic incentives
through self-confidence and trust. They show thaking caste salient to middle school male
students in rural India lowers the performanceov¥-tastes relative to high-castes even when
rewards for performance depend solely on indivickitdrt. Hoff and Stiglitz (2010) discuss why
ideologies of social unworthiness, as cognitiveniesa, can be so powerful.

Concerns about rising inequality accompanying raaoinomic growth have been growing
in recent years. In China, income inequality hasrrisignificantly since economic reforms were
initiated in 1978 Ravallion and Chen, 200¥a0, Zhang and Hanmer, 2004; Chen, 200&nbur
and Zhang, 1999 Seventy percent of the overall income inequattfhina was accounted by
rural-urban inequality during 1983-1995. Furthée ttontribution of intra-urban inequality to
overall inequality increased by 96 percent over shene period (Kanbur and Zhang, 1999)
Behind these inequality statistics lie rapid urlzation (Ravallion and Chen, 2007) and the
accompanying labour migration from rural to urbagaa — the largest in world history. Because
of the hukou institution, migrant workersmost beingunskilled rural labourersare treated as
‘outsiders’ with limited acces® economic resources and opportunities (Liu, 2005

Research suggests that on average those with lahukauare socio-economically worse-
off than those with an urbahukouin Chinal However, due to confounding unobservable
individual characteristicscausality between hukou status, self perceptions and economic
behaviour is hard to establish using survey datdirect field observations. Hence, the current

literature almost entirely focuses on restricteblolar mobility and discrimination in resource

Y Liu (2005) finds that compared to urban residehtsse who obtained urbamukou later in their lives have
significantly lower educational attainment and tezdre benefits. Lu and Song (2006) find that lachbn workers
earn substantially higher hourly wage than thogbaut local urbarhukou Whalley and Zhang (2007) show that
removing hukou barriers to domestic labour mobility will signiéintly reduce inequality and increase economic
efficiency gains.



allocation in thenukousystem to explain rural-urban and intra-urban eoan inequality (Liu,
2005; Lu and Song, 2006; Whalley and ZhaB§07). Moreoversince official survey data
collected by local governments are only inclusiVeregisteredmigrant workers, intra-urban

income inequality tends to be underestimgiavallion and Chen, 2007)

3. TheHukou System and Social Identity in China

The household registration twkou system evolved gradually following the successthaf
communist revolution in China in 1949. Under thystem every citizen was legally bound to
register her or his single permanent place of exgid flukou suozaidisay cityx in provincey,
and the type ohukou (hukou leibi¢ which was either agricultural (rural) or non-agitural
(urban). Strict controls were imposed on mobilitiy raral hukou holders to urban areas,
perpetuating discrimination against them in sevevays. Urban employment was primarily
determined by workerdiukou status which favored urban residents (Chan anch@h&999).
Urban hukou holders, but not rurahukou holders, were eligible for the ration stamps that
guaranteed subsidized products (Liu, 2005). Urleardents (particularly employees of the state-
owned enterprises) were granted generous fringefit®mncluding subsidized housing, health
services and education. In contrast, such bentditeural residents were provided by their
communes or villages, which were usually of infegmality and of highly varying reliability
(Lin, Cai and Li 1996; Cheng and Selden, 1994)oadehold’shukouwas (and continues to be)
inherited by the next generatiddukoustatus and thereby educational attainment andieaign
employment opportunities of the next generatioruddl populace was restricted by bifth.

Following China’s transition from a centralized domarket economy starting in the late

2 Before 1998, children of rural-urban marriages twfbllow the mothershukoustatus (Chan and Zhang, 1999).
They are now allowed to inherit either the fathersthe motherghukou
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1970s, the number of people migrating in searcjolod surged following market reforms (and
abolition of communes) and an easing of governmegilations on spatial migration. The past
three decades have, thus, witnessed a drasticaseiie the number of ‘temporary’ nbirkou
residents (either registered or non-registered)riran centers. However, these migrants are not
entitled to urban benefits unless thieirkkouis converted to a full urban onRural-urbanhukou
conversion is possible but only through very liditehannels® Thus the hukou system
transitioned from an institution of direct to inelot control over spatial migration.

As of when this study was conducted, the followmgjor and persistent gaps between
rural migrants and urban residents existed in langean centers: (1) labour market and
occupational segregation: employment in governnwéfites and state-owned enterprises in
cities continued to be unavailable to rural migrauirkers unless they converted to an urban
hukoy (2) lack of social insurance and social welfaeadfits for rural migrant workers such as
unemployment and health benefits. In addition, gowvent subsidized low-rent housing in large
cities is only available for local urbdukouholders.

It is important to realize that these factors, glavith the resulting social segregation of
migrants, suggest that the experience of a rurgrant in China isot transitory like in other
developing countries (Chan, 1996; Solinger, 19@8ographical control of rural populace until
the 1970s has been replaced by economic and sticisions between rural and urb&akou

holderswithin urban areas of China.

The Hukou System and Schooling in Urban China

Chinese citizens are entitled to subsidized pubticication only in the area of their legal

% Possible channels for rural-urbnkouconversion include recruitment by state-ownedrenises, enroliment in
higher education institutions, and land acquisitigrgovernment (Chan and Zhang, 1999). Since 1882
hukousare also sold for high fees to eligible investpreperty buyers and professionals.
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permanent residency. In most cities non-ldugtouholders cannot enroll their children in local
schools unless the schools have quotas for ‘ggasients. These ‘guests’ usually have to pay
higher fees than locdlukouholders, and the fees can be a significant prapodf migrants’
incomes (Xinhua News Agency, July 10, 2062%lum schools built by migrant workers
exclusively for their children are typically oppasky local authorities, or stringent physical and
financial requirements are imposed on them to olddegal status.

Due to thehukou classification system, urban areas contain both-agyicultural and
agricultural hukou population (Chan and Zhang, 1999). Thus the pdipulain large
municipalities such as Beijing and Shanghai usuedlysist of four differenhukoucategories:
local urban (residents of the urban areas of mpaiity), non-local urban (migrants who are
urban residents of less-developed cities), loaall riresidents of the rural areas of municipality),
and non-local rurahukouholders (migrants from rural areas of provincetsiole municipality).
The local urban residents are considered to bénattdp of the social hierarchy while the
migrants from rural areas are typically at the dwott But the comparison of socio-economic
status between local rural ambn-local urban is not clear. Due to this ambiglatyd the
constraints we faced in subject recruiting, we eaet the local rural and non-local urldarkou
holders from this study, and focused on the twomhalisparate groups. Since our experiment
was conducted in Beijing, this study includes Bwgjjiurban (hereaftetigh) and non-Beijing

rural (hereafteL ow) hukouholders.

* According to the report, “..... These (migrarthsols teach between 20 and 3,000 students eaathange about
¥300 (US$36.1) each term. When migrant childretogaublic schools, their parents have to pay ¥®002 US
dollars) in tuition fees each term, plus ¥1,0000(52JS dollars) for selection of the school and®0,to ¥30,000
(3614.5 US dollars) as sponsorshipttp://www.10thnpc.org.cn/english/China/36594.Jitm

Migrant labourers in Chinese cities earn an avecd@®66 per month in 2006 according to a Natidwaleau of
Statistics Survey Reportattp:/english.peopledaily.com.cn/200610/22/eng2022 314208.html




4. Experimental Design

Our experiment adopts the design of Hoff and Par{@dé96). We manipulatbukousalience —
subjects’hukoustatus is made salient and public in the identggtment, and is kept private in
the control treatment. We also vary the paymenimegoy using piece rate and tournament
games in each of the treatments.

Selection of subjects Participants in our experiment were 8-12 year silddents
recruited at four elementary public schools in Begij These schools suited the requirements of
our experiment on several fronts. The schools dddinon-Beijing hukou students. The
proportion of students from migrant families wasnparable to the migrant population of the
Beijing metropolitan area, and these schools wacatéd in districts where per capita GDP was
comparable to the average in the Beijing municgrah. We obtained individullkourecords
in advance from the schools’ registrar’s office &ssigning subjects to experimental sessions.

The study focuses on primary school students rattasr adults for several reasons. First,
focusing on young individuals allows us to avoidngsselective samples of people whose
decision to migrate to cities may be systematicallyrelated with their abilities and intrinsic
preferences. Second, using adult subjects maydinte potential confounds since their accent
and clothing usually provides clues to where thegiomate from and give away theftukou
status even in the absence of thukouidentity prime. Since our subjects wore identsethool
uniforms and, relative to adults, the young tengittk up local accents easily, the choice of
subject pool ensured that it was difficult to olsdionally infer one’shukoutype. Finally, a
study that identifies potential adverse impact le# hukou system on young migrants would
suggest the importance of policy interventionststgrat young ages. Although our sample was

young, almost all participants understood whatrthekoustatus was.



We recruited subjects from among 3-6 graders a&etlschools and among 3-5 graders in
one. Each session of the experiment consistek &futijects of the same gender with three from
each of the H and hukoutypes. To minimize the probability that studenmew one anothex
priori, we obtained student rosters and stratified olildoy gender, grade, grade section, and
hukoutype. Three students of the sameoutype were randomly selected, each from a different
grade. Two students from the same grade (with reiffiehukoutypes) were randomly selected,
each from a different class section. The sessioh®th treatments were formed in the same way.

Identity manipulation The identity treatment differs from the control tmanipulating the
salience of one’tukouidentity before the incentivized tasks. Primingeehnique often used in
psychology, introduces certain stimuli (includingage, audio, or text such as a questionnaire
and an article) to activate subjects’ knowledgsagfial structures. As shown in a large literature
in psychology (see Bargh, 2006 for a review) arnféva recent economic studies (Benjamine,
Choi and Strickland, 2010; Hoff and Pandey, 20@8)ning social identities may influence
behaviour and attitudes.

In this study, we madeukouidentity salient in the identity treatment by wgi surveyand
publicly verifying subjectshukoustatus at the beginning of the experiment, whiléhie control
treatment subject$iukouidentity was kept private and not primed. In the-pxperiment survey
used to primehukouidentity, subjects were asked where they were ,behether they spoke
Beijing dialect at home, whether they (or theirssimates or teachers) considered themselves as
a Beijing local, and how much miscellaneous feesy ttvere charged by the school at the
beginning of the semester. They were also askedngare Beijing local students with ‘guest’
students on academic performance, class participatixtracurricular activities and achievement,

and daily spending. After the survey, individuatgikou was publicly verified by the
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experimenter along with other factual informationthe following order: name, date and month
of birth, andhukou® This procedure simulated some real life scendhiese students experience
in school. For example, to determine the amouninifcellaneous fees due, studeritakou
status needs to be verified, sometimes in pdblithough rural migrantsio not have equal
access to socio-economic resources as local udsadents, a rurddukoustatus is usually not
perceived as a matter of shame in Chinese sodietiie control treatment, the sessions started
with neither the survey nor public verification dfukou and proceeded directly to the
incentivized cognitive task.

Incentivized cognitive task The experiment was conducted using paper and Ipergi
standard classroom setting with six subjects (3nH & L types) seated at separate desks with
fairly large distance from one another. Randomlsigieed subject ID numbers were used to
ensure anonymity of decisions throughout the erpemi. Before the experiment started
participants were greeted by a female experimentet each paid 3 Chinese yuan (¥3)
participation fee upon arrival. The experimentegntrexplained the tasks and rules. We used
level-2 maze puzzles from Yahoo! games (Gneezydétle, and Rustichini, 2003; Niederle and
Vesterlund, 2007; Hoff and Pandey, 2006). The vea to find a path through the field from one
side to the other without crossing the solid lifgppendix A). The experimenter explained the
rules using a simple maze, and showed how to samhather one of similar difficulty level as
those used in the experiment. Subjects were giwenrhinutes to practice with an additional
maze, then participated in two 15-minute blockexgieriment. In each block, they were given a

booklet of 15 mazes, and had up to 15 minuteslt@sas many as possible. All the thirty mazes

® The experimenter said in public, “According to thiermation from the school’s registrar’s offiggur hukou
belongs to [province/city] and it is a(n) [agriautal/non-agriculturalhukou? Student’syear of birth was not
revealed to avoid affecting their self-confidendeeg that they were from three different grades.

® Unlike in many western countries, date of birttudents’ grades and, similarhukoustatus, are not treated as
confidential information in Chinese culture.
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were of identical difficulty level.

The homogeneous reward system (hereafter the Rece Rate regime) used piece rate
compensation in both blocks — subjects were rewhvdéh ¥1 for each maze solved correctly.
The heterogeneous reward system (hereafter thedMimarnament regime) consists of piece
rate in the first block (¥1 per maze), and tournairie the second block in which only the
winner (who solved the most number of mazes inséssion) was rewarded with ¥6 per maze
and other subjects received zé&rdo. the case of a tie, each of those who solvedhifgbest
number of mazes was rewarded with ¥6 per maze.

Subjects were told that the task consisted of tl@oks. But the instruction for the second
block, including the payment scheme, was not givetil after block one. Therefore, the
payment structure is identical in block one for fhere Piece Rate regime and the Mixed
Tournament regime. At the end of each block maziklets were collected and left outside the
‘labs’ to be picked up by a research assistantremdied to the graders in a separate room. The
procedure prevented the graders from knowing thgests’ identities andhukou status. Since
the experimenters never left the labs at any pafitiitme during the session, subjects were aware
that their mazes were not graded by their experierenA survey was conducted at the end to
collect demographic information. Thereafter, theadyng results were handed to the
experimenters, subjects were then informed abosetr therformance (and results of the
tournament, if applicable), paid individually iniate, and dismissed.

The experiment was conducted in May and Decemb@¥,28nd December 2008. At each
school the experiment included four conditionsudahg the Pure Piece Rate control treatment,
Pure Piece Rate identity treatment, Mixed Tourndmentrol treatment, and Mixed Tournament

identity treatment. Table 1 summarizes the featwkegxperimental sessions. Experimental

" To avoid zero payoffs we did not use tournametutoith blocks.
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sessions were conducted separately for boys alsddgiring class breaks on school days. In total
we conducted 72 sessions, including 48 male sessiod 24 female sessions with mixedou
types. The total number of subjects was #A8erage earnings per subject were ¥19.70 in the
control treatment and ¥19.60 in the identity tremitn about three times the average weekly
allowance that these students received from traggrgs.

The summary statistics presented in Table 2 showtatistically significant difference in
the demographics and other related variables betwke identity and control treatments,
indicating successful randomization of studentsgrexperimental treatments. The average
number of other students that a subject had proguantance with was 1.4 per session,
comparable to Hoff and Pandey (2006). Among thHeukoustudents, 22 percent were born in
Beijing. The remaining L subjects had lived in Begjfor 5.5 years on average, or more than 50
percent of their current life time. Although thesubjects spoke in a perfect local accent and
dressed in a way that was indistinguishable froeirtlocal counterparts, their self-image was
highly correlated withtheir hukou status. According to the survey data, only 9 parcd L
subjects (compared to 85 percent of H subjgrts,0.01) considered themselves Beijing locals
and only 33 percent of L subjects compared to 88gme of H subjectg(< 0.01) expected to be

considered a Beijing local by their fellow studeotgeachers.

5. Results

In this section, the two blocks in the Pure PieegeRegime and the first block in the Mixed
Tournament regime are referred to asphexe rate blocksince they all involve the piece rate
payment method. The second block in the Mixed Taowent regime is referred to as the

tournament block Data in the first blocks of both payment reginae pooled whenever

8 The instructions are adopted from Hoff and Par(@e96). The English translation of the experimemstruction
and surveys are included in Appendices B — D.
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appropriate because of the identical experimergalgth. We present descriptive statistics then
discuss the regression analyses which incorpondigidual and school characteristics. Two tail
testp values are reported unless noted otherwise.

Figure 1 shows the average number of mazes solyegebder anchukouin the first
blocks of both regimes (panel A), block 2 of thed’Biece Rate regime (panel B) and block 2 of
the Mixed Tournament regime (panel C). As showntha control treatment in panel A,
conditional on gender, H and tukou groups exhibit little difference in their intrimsimaze
solving ability. Their performance diverges in tineatment, however, in response to kgou
identity priming. Panels A and B suggest that whekouwas publically revealed in a non-
competitive environment, the number of mazes solwetH boys and girls increasep ¥ 0.10)
while it decreased for L boys and gir[s< 0.05, t test of means by pooling data for piete
blocks for both genders and controlling for rourded effect). Panel C suggests that in a
competitive environment, both H and L boys' perfante declined, and both H and L girls
performed better in the identity treatment thathicontrol p > 0.10).

Figures 2 and 3 summarize the experimental earnmgise Pure Piece Rate regime, with
Figure 2 contrasting average earnings across tbdreatments and Figure 3 disaggregating the
results by quintiles of earnings distributibRigure 2 shows no significant difference in eagsin
between the L and H subjects ¥ 0.10) for each gender group in the control tresit. When
hukouis primed the L types earn significankissthan the H types (boys: 14.1 vs. 165 0.05;
girls: 11.9 vs. 13.9p > 0.10). Confirming the results in Figure 2, Figu shows a rightward

shift of the earnings distribution for H subjectsdaa leftward shift for L subjectp < 0.10 in

° The ¥3 participation fee was not included. Earsingder the Mixed Tournament regime are not thasdrere due
to the large variance because of the winner-takea.
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both cases, two-side rank sum test) as a reshllafupriming*°

We next use the following school-fixed-effect model analyze the determinants of
individual performance and distribution of experirted earnings.
Yis = fo + f1 salient huko S Li+ fs (L - salient hukol + g4 female + S5 grade + s block2 + as +

Nis
We pool data of H and L subjects, boys and gids;ampare the impact dukoupriming across
hukoustatus and gender. Two dependent variables afesttéYs) include the number of mazes
solved by, and (experimental) earnings percenfiledividual i in schools. The independent
variables include dummy variables for the identigatment galienthukoy, low hukoutype ()

(H type in the omitted category), and gendem@alg. The treatment variabl8alienthukouis
interacted withL to allow its impact to differ witlhukoutype. We control fograde andblock 2
when applicable! School fixed effects,as, control for unobservable, school-specific
characteristicsyis is the error term. Standard errors are clusterédeaindividual level wherever
appropriate. The results are presented in Table 3.

The first two columns of Table 3 present resultstfi@ number of mazes solved. Column 1
pools data from both blocks of the Pure Piece Rageme and block 1 of the Mixed Tournament
regime, hence a dummy varialidock 2is used to control for improvement in performance.
Results show that in the piece rate blodkskou priming insignificantly increases H group’s
performance (coefficient 0.30@, > 0.10), but significantlydecreased. group’s performance

since the coefficients falient hukouand its interaction with. suggest that L subjects solved

1 Figure 3 pools data of females and males for dadtoutype. The pattern is similar if the distributionse
separated by gender. Figure Al in the appendidepteshe distribution of actual experimental eagsjrrather than
earnings percentiles, and shows similar results.

" The correlation between grade and subjects’ age7isp < 0.01). Results are consistent using age or grade
Including or excluding other control variables (thember of subjects in the session, prior expegenith the
mazes, and family background) does not changentm:gs.
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0.772 p < 0.01) less mazes in the identity treatment timathe controf® This impact on L
subjects is both statistically significant and emmically substantial. Given that the L group
solved 7.6 mazes on average in the Pure Piecer®gitee in the control treatment, this effect
represents a 10 percent drop in performance bl tireup. In the tournament block (column 2),
the hukouidentity has insignificant impact on competitiveador the H and L groupg & 0.10).

In both columns 1-2, the effects of other covasatee consistent with our expectations. Boys
solved more mazes than girls. The higher the grédebetter is the individual’s performance.
The large positive coefficient dblock 2 in column 1 suggests substantial improvement in

performance over time. The above analysis leadsitdirst result.

Result 1 (Performance in piece rate blocks). In the piede talocks thehukou priming
significantly reduces the performance of the L satg, and insignificantly increases the
performance of the H subjects.

Result 1 implies that onetlukouidentity, when publicly revealed, may distort midual's
response to incentive. What does this distortioieregarding the income distribution across
differenthukougroups? Presume that the control treatment siemithie ‘statewithout systemic
discrimination whereas the treatment condition $at@s the ‘stateivith discrimination If we
thenrank subjects (regardless of gender am#tou background) based on their experimental
earnings in the control and the identity treatmesgpectively, any difference in the distribution
of earnings between the two states can be infasezl/idence of the impact of thekousystem
in distorting individuals’ response to incentivEescriptive statistics on earnings percentiles

(Figure 3) show that 53 percent of H subjects a8dp8rcent of L subjects rank below the

2 The coefficients osalient hukowand its interaction with. are 0.300 and -1.072, respectively. It suggeststhiea
impact of publicly revealingukouon L hukougroup’s effort is 0.772p(< 0.01).
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median earning in the control treatment, whereapettent of H subjects and 58 percent of L
subjects rank below the median earning in the rireat condition. This suggests that the
proportion of L subjects in the low earnings braakses due to their reduced performange
0.05, two-side test of proportion) caused by dmoration in hukou Column 3 of Table 3
confirms this result. The dependent variable igeuils earnings percentile. The coefficient of
salienthukouis 7.458 p > 0.10), suggesting that primimgikouidentity insignificantly increases
H hukou group’s ranking in the earnings distribution. Tiem of the coefficients afalient
hukouand its interaction with. (-11.74,p < 0.05) suggests that publicly revealing orfei&ou
identity significantly decreases a migrant student’s rankmthe earnings distribution by 11.74
percentilesColumn 4 reports ordered probit results with foarnengs categories (see Figure 3)
as the dependent variables. The results are censisith those in column 3. We also find that
girls generally ranked lower than boys< 0.01), and students from higher grades rankglaleni

than those from lower gradgs< 0.01). This finding leads to result 2.

Result 2 (Earnings distribution). Under the Pure Piece Ragime, priminghukou identity
significantly decrease the L type subjects’ rankiagd insignificantly increases the H type
subjects’ ranking in the earnings distribution.

We next compare performance in piece rate and &ooent by focusing on block 2 of the Pure
Piece Rate and the Mixed Tournament regimes (pddesd C in Figure 1). We use the OLS

specification below for eadiukougender type, and control fgradeand school fixed effecé.

Yis = vo + v1 salient hukou y, tournament ys (salient hukout tournameny + y4 grade + ds + &is
The coefficienty; (or y; + y3) measures hoviaukou priming affects performance in piece rate (or

tournament)y, (or y,+y3) measures the difference between tournament aue pate in the control
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(or the identity treatment). Results are reportedable 4. Column 1 shows that in the control when
hukouis kept private, tournament boosts H boys’ perfomoe by 1.626 mazep € 0.05) relative to
piece raté? However, this tournament vs. piece rate differengeerformance for H boys decreases
to 0.135 ¢, + y3, p > 0.10 in the identity treatment. This result, consisteith Hoff and Pandey
(2011) for H caste boys, implies a reduction indy$ competitiveness whemukouis revealed. As
will be discussed later, migrant children in urbd@hina are stereotyped to be less intelligent than
their local counterparts. Influenced by this negastereotype, H boys might think that they do not

have to work hard to win a tournament with L bolsis leads to Result 3.

Result 3(Tournament vs. piece rate: H boys). Whekouis not revealed H boys solve significantly

more mazes in tournament than in piece rate, buvhenhukouis revealed.

Column 4 of Table 4 shows thlatikoupriming reduces L girls’ performance in piece rate
by 1.382 mazesp(< 0.05), consistent with Result 1. We also finattwhenhukou is not
revealed, L girls solve -0.91® ¢ 0.10) less mazes in tournament than in pieee Bt when
hukouis revealed, they solve 1.358 more mazgs)s= 1.358 p < 0.05) in tournament than in
piece rate. This reversal of impact of primingoarnament, indicated by the significant positive
tournamentaukouinteraction term (2.27¢ < 0.05), may be explained by dual discriminations

against L girls, discussed later in this sectidmnsTeads to Result 4.

Result 4 (Tournament vs. piece rate: L girls). L girls sobkignificantly more mazes in tournament

than in piece rate wherukouis revealed.

B The coefficienty in Table 4 shows that L boys perform insignificgrtetter while both H and L girls perform
insignificantly worse in tournament than in piecger These results are qualitatively consistenh wgitevious
findings that competition enhances performancetiveldo a noncompetitive environment for males bat for
females (Gneezy, Niederle, and Rustichini, 2003 &zy and Rustichini, 2004).
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While results 1-4 focus omdividual behaviour and earnings we next ask whether the
hukousystem affectaggregateproduction efficiency at the session level. Sisoene sessions
had fewer than six subjects due to school absehpeeeselected subjects, we use the average
number of mazes solvgrbr subjecto evaluate production efficiency of sessions.|&&bshows
that per capita mazes solved are similar acrossdhgol and the identity treatmentsX 0.10)
regardless of gender and payment regime. This stgygeat the positive impact btikouon the
H status group and its negative impact on the tustgroup are counterbalanced, andrhtkou

system may not affect aggregate productivity. \Werefore, conclude that:

Result 5(Aggregate production efficiency). The presencthehukouinstitution does not affect

the aggregate production efficiency regardlesfefpayment regime.

Discussions of Results

Our results indicate that individuals’ behavioudistorted by théukouinstitution in terms of
their response to incentives. This suggests tleapthctice of permanently assigning households
to a rural status and discriminating against them Half a century has profoundly shaped
citizens’ social identities, especially for the istly ‘excluded’hukougroups in China.

Our results may be explained by stereotype thi@atell-established finding in social
psychology and recently formalized in an economazlel by Dee (2010). The stereotype threat
literature in psychology shows that making socintity salient in a laboratory often makes
subjects behave consistently with the stereotygesc@ated with that social group, and hence
may activate th@egativestereotypes and hurt subjects’ performance irvaeletasks. Most of

these studies use tasks without economic incen{tele and Aronson, 1995; Aronson, Quinn
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and Spencer, 1998; Croizet and Claire, 1998). Im&lural migrants are generally stereotyped
to be “uneducated, ignorant, dirty and having highepensities to be criminals” (Wang and
Zuo, 1999). Migrant children are stereotyped toléss intelligent and have low academic
achievement. These negative stereotypes may bienead repeatedly and internalized by the
migrant students. This self-image may be actividednigrant students following the priming of
their ‘inferior’ hukoubackground in this study, and may prevent themrmfperforming to their
full potential in the assigned tasks even in thespnce of economic incentives.

There are two other possible explanations for itlenmpact addressed by Hoff and
Pandey (2006). First, the intimidation effect, ,ilenowing that they are evaluated along with
their local urban counterparts may hurt migrantistus’ self confidence in the identity treatment.
This explanation is rejected by Hoff and Pandey@)0lIt is unlikely to be the primary driver of
the results in this paper. Our subjects were rezuirom schools where migrant students and
their local urban counterparts studied and intexhain a daily basis. All the experimental
sessions were conducted at subjects’ regular sshdating school days. Therefore, the
intimidation factor, if any, is held constant a@dhle control and the identity treatments because
subjects were randomly assigned to the sessionsa Aesult, the findings based on the
comparison across the two treatments should befrigte intimidation effect. In addition, the
substantial increase in migrant girls’ competitiges in the tournament regime in the identity
treatment indicates that our results are leasiyliteebe driven by the intimidation factor.

The second hypothesis is experimenter discretien,in our case, L subjects may expect to
be discriminated by the experimenters, all of wpoke Chinese Mandarin with an urban accent
and hence were perceived as Beijing locals. Weodistcthis possibility for two reasons. First, as

pointed out in the discussion of experiment desigry the experimenters in a session knew the
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hukou status of each assigned ID. However, the mazelgplmoklets, after each block, were
handed to graders outside the laboratory who dicknow thehukoustatus of any ID number.
The experimenters did not leave the laboratoryuginout the session. Although the grading
procedure was not announced to the subjects innadyave conjecture that they were aware,
particularly in block 2, that the experimenters sv@resent in the laboratory throughout and
unlikely to influence the grading process. Secdhd, above belief is borne out by the data as
well. For instance, if our results were driven Bperimenter discretion in the piece rate payment
method we would observel@awver degree of performance reduction (when identity paslicly
revealed) in block 2 than in block 1, since in Bla2 subjects knew for certain that the
experimenters were unlikely to influence the grgdprocess. Nevertheless, we observe the
opposite, i.e., the reduction in performance isiaty higherin block 2. Figure 1 shows that for
L boys the performance reduction from the iderttigatment to the control is 0.6 in blockd<
0.10, one-side t test of mean comparison) andrOfldack 2 p < 0.10, one-side t test of mean
comparison). The corresponding performance redudcsi®.5 p > 0.10, one-side Wilcoxon rank
sum test) and 1.5(< 0.05, one-side Wilcoxon rank sum test) for UsgifThis suggests that
experimenter discretion is not the primary conthiflog factor to our results.

Recall Result 4, which shows revelation lafkou makes L girls perform significantly
better in tournament than in piece rate. This figdiascribed to an interaction effect of inferior
social status and competitive environment on fesigberformance extends the gender gap
literature that shows competition enhances perfoo@arelative to a noncompetitive
environment for males but not for females (Gne@tgderle, and Rustichini, 2003; Gneezy and
Rustichini, 2004). We conjecture that Result 4 rhayexplained by the twin identity of being a

female and having lowukoustatus. Typically, migrant girls have to fagal discrimination in
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their lives — discrimination against rural migraatsd gender discrimination. It is well accepted
that in traditional Chinese society boys are prefito girls and parents are likely to invest more
in boys’ education than girls’. This gender biasriere apparent in the rural areas than in the
urban areas (Park and Rukumnuaykit, 2004) and rial migrant families than in local urban
families. In addition, rural families are more likeo have an additional child if the first child i

a girl.* Therefore, compared to other students, migratg gie more likely to have siblings and
thereby more likely to face competition in intradisehold resource allocation. We presume that
the combination of a competitive environment witheaninder of low statusicreasedmigrant
girls’ effort reversing the adverse impact of steéype threat and ultimately leading to greater

improvement in their performance in the Mixed Tament game¥, However, more research

needs to be conducted to explore this result furthe

6. Conclusion

We conduct an experimental study to investigate ¢hasal impact of social identity on
individuals’ response to economic incentives. Wewaar this question in the context of the role
of China’s household registration bukou system in generating migrant identity. Our results
indicate that makindgnukouidentity salient adversely affects the performaateural migrants
who are lower ranketlukouholders. This adverse impact is significant angstantial for rural
migrants. Making individualshukoustatus salient and public reduces the performahceral

migrant children on assigned tasks by 10 percdmg. performance of individuals with a Beijing

4 China’s One Child Policy currently allows rurahfdies to have an additional child if the first [chis a girl,
subject to government approvals and income or healtstraints. Rural migrant households are alseeikely to
‘illegally’ have additional children since it isfficult for the government to monitor the number aifild births
among unregistered families.

5 The economic model by Dee (2010) suggests thatithahl performance may increase in response t@stgpe
threat if an increase in effostibstitutesor a negative ability shock. Increase in perfonggby female participants
exposed to gender stereotype priming is also obdeirvOswald and Harvey (2000), Jamieson and Har@a07),
Fryer, Levitt, and List (2008).
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hukouimproves, but insignificantly, whelmukoustatus is made salient. Although the impact of
hukouidentity on aggregate efficiency is insignificattite reduced effort of rural migrants in the
identity treatment results in a drastic shift ofréags distribution to their disadvantage. This
result is robust for piece rate — a widely used evpgyment method in China. Moreover, this
largerscale experiment avoids problems of low statistiader due to small samples observed
in other studies on stereotypes.

Our results are consistent with Hoff and Pandey§2Qvho find that publicly revealing
youngmalestudents’ caste significantly decreases the respemess of low castes to incentives
in rural India. While they focus on male studethiis study shows that similar results also hold
for low status female students. The evidence irs tpaper underlines the effect of
administrativelycreated social identity in distortingdividuals’intrinsic response to incentives
and thereby exacerbating inequality in the distidou of gains from economic growth in a
developing country. Our study broadens the pergmecton social identities beyond race,
ethnicity, religion, or caste. It shows that everan ethnically homogeneous society like China,
several-decades-long systemic policy of social wsioh can play gowerful role in creating
identities and in turn influence individual behawio

As suggested by Akerlof and Kranton’s (2000) idgntnodel of social exclusion, the
negative impact of social exclusion is unlikelydisappear unless citizens are fully integrated
into a community. Future research should, thusgystilne long term impact of identity on
educational attainment and labour market outconidewe status individuals. This strand of
research will provide critical insights for desiggiredistributive and inclusive policies that aim

to achieve more cohesive communities.
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Table 1: Experimental Design

i Reward per maze Number of sessions

Treatments Primed hukou?
Block 1 | Block 2 Male Female

1. Pure Piece Rate control treatment  No ¥1 ¥1 9 6
2. Mixed Tournamencontrol No v1 ¥6: winner takes all 9 5
treatment
3. Pure Piece Rate identity treatment  Yes ¥1 ¥1 15 7
4. Mixed Tournamenidentity Yes ¥1 ¥6; winner takes all 15 6
treatment

Note: The experiment consists of 418 subjects.

Table 2: Summary

Statistics

Variables Control Treatment Identity Treatment Two-side p value®
Mean Std. Dev. Obs.| Mean Std. Dev.  Obs|
Grade 4.28 1.04 168 4.37 1.10 25C |0.41
Age (years) 9.84 1.32 168 9.80 1.27 25C | 0.76
Mazes (block 1) 6.19 2.44 168 6.10 2.27 250 0.71
Mazes (block 2) 8.46 2.87 16€ | 8.56 2.84 25C | 0.74
Total earning$ 19.70 21.26 16€ | 19.60 20.77  25C | 0.96
Years of local residence 5.78 3.40 63 5.60 2.85 91 0.73
Father’s education
High school 0.42 0.50 156 0.38 0.49 247 0.35
College/Graduate degree 0.25 0.43 166 0.25 0.43 2a.P8
Mother’s education
High school 0.40 0.49 155 0.35 0.48 246 0.27
College/Graduate degree  0.23 0.42 155 0.24 0.43 2068
Fraction of subjects wh
played similar/same 0.73 0.45 168| 0.68 0.47 250 0.28
games before
Number of others known 1.39 1.47 165 1.36 1.28 259080

Notes:

a.The two-side p values are based on the t test ahmer proportions.
b.Total experimental earnings include the ¥3 parditgn fee.
c.Years of local residence are for those who werébnat in Beijing.
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Table 3: Impact of Hukou Identity on Performance and Earnings

1) 2 3 4)
Empirical model | OLS OLS OoLS Ordgred
probit
Earning E_arr!ing_s
Dep. var. Performance Performance . distribution
percentile
category
Pure Pure Piece
Piece rate Tournament | Piece Rate
Treatment blocks block Rate Regime
regime
salient hukou 0.300 -0.297 7.458 0.175
(identity) (0.360) (0.556) (5.103) (0.216)
L 0.386 -0.673 9.185 0.279
(0.361) (0.561) (5.596) (0.234)
L x salient hukou| -1.072** 0.421 19,198 -0.701**
(0.457) (0.726) (7.219) (0.304)
female -1.046*** -1.313*** 13,935 %+ -0.498***
(0.251) (0.395) (4.023) (0.170)
grade 0.797*** 1.112%** 9.653***  (0.347***
(0.105) (0.165) (1.705) (0.074)
block 2 2.283**
(0.155)
Constant 3.139%** 4.896*** 11.575
(0.559) (0.916) (9.443)
Observations 635 201 217 217
Adjusted R 0.304 0.264 0.184 0.067

Notes: The analysis in column (1) is based on te Piece Rate regime and block 1 of
the Mixed Tournament regime. Standard errors ingaentheses are clustered at the
individual level when multiple observations comenfrthe same individual. Analysis in
column (2) is based on block 2 of the mixed toureatmegime. Consistent with Figure 3,
the dependent variable “earnings distribution catgbin column (4) takes values of 1, 2,
3 and 4 if one’s earning is below the™percentile, between the 2%nd 58, between
the 5¢" and 7%, and above the ¥Spercentile of the earnings distribution. Schogkél
effects are included in all the analyses. * siguaifit at 10 percent level, ** significant at 5
percent level, *** significant at 1 percent level.
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Table 4: Performance in Piece Rate and TournamentQLS)

1) 2 3) 4)

H boys H girls L boys L girls
salient hukouy,) 0.632 0.810 -0.904 -1.382**

(identity) (0.650) (0.936) (0.608) (0.629)

tournament(;) 1.626** 0.250 -0.942 -0.918

(0.740) (1.008) (0.672)  (0.681)
tournament >salient hukou(ys) -1.491 -0.483 1.006 2.276**

(0.929)  (1.385) (0.849) (0.932)
grade 0.835*** 1.045** 1.309*** (.885***

(0.220) (0.334) (0.198)  (0.220)
Constant 5.547** 2,134 3.316%** 4,941***

(1.199) (1.749) (1.043)  (1.079)
Observations 139 70 139 70
Adjusted R 0.134 0.065 0.264 0.240
P values
y1+73= 0 0.20 0.75 0.87 0.20
y2.73= 0 0.81 0.81 0.90 0.04

Notes: The analysis pools data in block 2 of theeFRiece Rate regime and the Mixed tournament

regime. School fixed effects are included.

* significant at 10 percent level, ** significant & percent level, *** significant at 1 percent &v

Table 5: Impact of Hukou Identity on Economic Efficiency

Block 1 (all piece rate)

Block 2 piece rate

Block Bburnament

Gender - ; ; , ; ;

control identity p value | control identity p value | control  identity p value
Boys 6.6 6.41 0.53 8.85 8.87 0.97 9.35 9.03 0.53
Girls 5.54 5.39 0.69 7.63 7.27 0.50 7.27 8.12 0.22

Notes: Two-side p-values are based on the t tasteains for boys, and the Wilcoxon rank sum tesgiids. Data in
the first block of the Pure Piece Rate regime &edlixed Tournament regime are pooled becauseedfiimtical

design.

30



Figure 1: Performance in Solving Mazes

A: Block 1 (both regimes)
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Figure 2: Experimental Earnings in the Pure Piec&kate Regime
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Figure 3: Earnings Distribution under the Pure Piece Rate Regime

A: H boys and girls
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NOT FOR PUBLICATION

Appendix A. A Sample Maze Game

Maze Solution
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Appendix B. Experimental Instruction
The instruction was given in Chinese. The Englisimdlation is presented below with the instructidios
experimenters included in the parentheses in galic

|. Piece rate withoutukouprimed

1. Welcome! Each of you will be compensated witlpuan for your participation. Please find 3 yuanttie
envelope on your desk. It is yours to keep.

2. In addition, you may earn more money in the garii@e average earnings will be about 12 to 18 yMan
will be paid in cash in private at the end of tlangs. You are under no obligation to let othersakhow much
you earn. You will participate in two rounds of masolving games. The entire games will last abalftan hour.
Please do not talk to each other during the exmariniPlease raise your hand if you had any question

3. First, we will show you what the game looks lded how to solve it.Hxperimenter reveals the first sample
maze and explains while drawing on the post@n)the left hand side of the maze, it is the entgandicated by a
triangle flag. On the right hand side, it is thé éxdicated by a square flag. The black linesvaadls. Your task is
to find a path from the entrance to the exit withonossing the walls. You may erase or cross oyhif make any
mistakes.

4. Let's look at the second example. It is simtlarwhat you will need to solve in the gamé@Sxperimenter
reveals the second example and illustrates howlt@st).

5. Now you will be given another maze for practiEeeryone will have 5 minutes to do so. If you hagy
guestions, please raise your hand and we will conyeu.

6. Next, we will start the first round of the gamBfease find the booklet that says ‘Round 1’ andbver. Please
don’t open the booklet until you are told to do 3here is one maze on each page, and in total dfega
Everyone will be given 15 minutes to solve as mgagmes as you can. You don't need to solve thoseegam
order. You may skip any game as you like.

7. Now we will explain the rewards. For this roundu will get 1 yuan for each maze you solve cdlye&o if
you solve one, you will get one yuan. If you saiwe, you will get two yuan ...

(Experimenter reveals the following table on theckboard and goes through this hypothetical exartplaake
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sure every subject follows the calculation of redgarExperimenter asks subject no. 1, ‘suppose Qsamge 4
mazes, how much he will earn?’ Then experimergks aubject no. 2 how much Gang will earn... Hypimthiet
female names are used in the table if it is feraagsion.)

Name Number ofmazes solvel Rewar(s
Qianc 4

Gang 7

Pen¢ 9

Wei 12

Hac 14

Donc 5

8. Recall you will have 15 minutes to solve as marazes as you can. When 5 minutes remain we wiilda
know. When time is up, please put down the penuihédiately and close the booklPlease open the booklet
now. You may star{Experimenter collects the booklet when round dvisr.)

9. Next we will explain the games in round 2. Péeéiad the booklet that says ‘Round 2’ on the coRease
don’t open it until you are told to do so. The blebkontains another 15 games with the same diffidevel.
10-PieceRate The rules and rewards in round 2 are exactlystimee as that in round 1. Let's review the reward
calculation again.Experimenter reviews the reward table above witlobtcking with individual subjects.)

11. Again you will have 15 minutes to solve as marazes as you can. We will let you know when 5 ngisware
left. Please open the booklet now. You may s(Bstperimenter collects the booklet when round @visr.)

12. Please find the booklet that says ‘Survey't@dover. While we are grading your games and ctingpyour
payoffs please complete the survey. Please trmdwer as many questions as you can. We are naj ¢mishare
individual answers with anyone else including ytachers.

13. You will now be paid in private. Remember yaund have to tell others how much you earned. Thamkfor
your participation in our study!

Il. Tournament withouhukouprimed

(Replace steft0-PieceRate abovewith stepl0-Tournament below. Keep other steps the same as in Piece Rate.)
10-Tournament. Please note that the rules now are different froamd 1. In this round, you will compete with
each other. Only the winner(s) will get rewardse ™inner(s) is/are the person(s) who solve(s) tleatgst
number of mazes. The reward for the winner(s)ysdh each game. So if he solves one maze, he et guan.

If he solves two mazes, he will get 12 yuan. Ifdodves three mazes, he will get 18 yuan... If itBea all the
winners will be compensated. Each of them will@gtian per game. Let's go over one example.

Name Number ofmazes solvel Winnel Rewars
Qianc 4

Gang 7

Peng 9

Wei 12

Hac 14

Donc 5

(Experimenter adds one more column ‘winner’ in teevard calculation table. Experimenter checks vatth
subject, e.g., ‘Is Qiang the winner? How much deoegarn in this case?’)

Ill. Piece rate withthukouprimed

(Same as I. except that Step 0 is added.)
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0. Welcome! Each of you will be compensated witlyuan for your participation. Please find 3 yuantlie
envelope on your desk. It is yours to keep. Novagdefind the booklet that says ‘Survey 1’ on theecoPlease
try to answer as many questions as you can. Wekedlp your answers confidential and will not sttheen with
anyone else including your teachdpsiter everyone completes the survey, experimgaies to each student, and
verifies in public their names, month and date iothb and hukou information. Students nod and sey i
information is correct.)

IV. Mixed Tournament with Hukou Announced
The same as Mixed Tournament except that Stejadded.

V.A. Mixed Tournament with Hukou Announced, and HIYD
The same as Mixed Tournament except that Stepafided. Note there are 6 Beijing urban studentsr{ihis
session.

V.B. Mixed Tournament with Hukou Announced, and MI{
The same as Mixed Tournament except that Ste@fded. Note there are 6 Non-Beijing urban stud@vjsn
this session.

V.C. Mixed Tournament with Hukou Announced, and hiYD
The same as Mixed Tournament except that Stepaided. Note there are 6 Non-Beijing rural studéintsn
this session.
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Appendix C. Pre-experimental Survey(used in the HL treatment)

1. Place of birth: province city etihdllage
2. If you were not born in Beijing, when did you veao Beijing? year
3. The location of younukou province city street/village

[] Check here if you don’t know the answer.
5. Which dialect do you speak with your parentsahe?
a) Beijing dialect, b) Other, please specify
6. Do you consider yourself as Beijing local?
a) Yes, b) Somewhat, c) No, d) Don'’t know
7. Do your classmates consider you as Beijing fcal
a) Yes, b) Somewhat, c) No, d) Don’t know
8. Do your teachers consider you as Beijing local?
a) Yes, b) Maybe, c) No, d) Don’t know
9. Were you charged 4anrural guest student fee or §0anlocal student fee at the beginning of this semm@ste
a) 40yuan(rural guest student fee), b) g0an(local student fee), c) other
10. Where do the students come from in your class?
a) All from Beijing, b) Most from Beijing, and sonfiemm elsewhere,
¢) Some from Beijing, and most from elsewhere, dpBknow
11. Compare Beijing local students and those from-Beijing rural areas, what are your opinions rdupg the
following questions?
i) Who generally study harder?
a) Beijing local students, b) Students from nonjiBgirural areas,
¢) They study equally hard.
ii) Who are more active participating in classes, egk and answer questions?
a) Beijing local students, b) Students from nonjiBgirural areas,
c) They are equally active in class participation.
iii) Who are more active participatingartracurricularactivities?
a) Beijing local students, b) Students from nonjiBgirural areas,
c) They are equally active in those activities.
iv) Who are thriftier with money?
a) Beijing local students, b) Students from nonjiBgirural areas,
¢) They are equally so.
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Appendix D. Post-experimental Survel

1. Place of birth: province city street/village
2. If you were not born in Beijing, when did you veao Beijing? year
3. The location of younukou province city street/village

[] Check here if you don’t know the answer.
4. Your father’'s employer:
a) Government, including military, b) State ownednpany, c) Privately owned company,
d) Foreign invested enterprises, e) Self-emplofje@thers, please specify:
5. Your father’s highest level of education achatve
a) Elementary school, b) Middle school, ¢) Highaahd) College, €) University, f) Graduate school
6. Your mother’s employer:
a) Government, including military, b) State ownednpany, c) Privately owned company,
d) Foreign invested enterprises, e) Self-emplof)e@thers, please specify:
7. Your mother’s highest level of education achieve
a) Elementary school, b) Middle school, c¢) Highaahd) College, e) University, f) Graduate school
8. Your average ranking in your class is:
a) Top 25%, b) 25%-50%, c) 50%-75%, d) 75%-100 PHom’'t know for sure
9. Do you like living in the current residentiakaf?
a) Like it very much, b) Like, c) neutral, d) Digh, e) Dislike it very much
10. Where will you want to live when growing up?
a) Beijing, b) Your hometown, please specify
c¢) Other cities in China, please specify Fatkign country, please specify
11. What is your ideal job when growing up?
12. How much pocket money do your parents givedio ger week? (Please exclude the expense on nrehls a
transportation)
a) Less than 3.%uan b) 3.5-7yuan c) 7-10.5yuan d) 10.5-14yuan e) more than 1yuan
13. Have you ever played this kind of maze gamerkeéf
a) No, b) Played similar games before, c) Playetiixthe same games before
14. How hard did you think these maze games were?
a) Very hard, b) Hard, c) Neutral, d) Easy, e) \eagy
15. How many other students in this session dokyamw by name?
a)0,b)1,c)2,d)3,e)4,f)5

16 For the treatment sessions, the first three quesstivere included in the pre-experiment survey.
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Appendix E

Figure Al: Hukou Identity and Earnings under the Pure Piece Rate Regime
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