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Abstract

Economic globalisation promotes the interaction between individuals of different cultures. While experi-
mental economists have established differences in the way individuals from different nations interact within
their own cultures, behavioural differences in cross-cultural interactions have not been sufficiently explored.
This paper reports the results of ultimatum game experiments in which Malaysian Chinese and UK subjects
played opponents of their own as well as of the other culture. We confirm the existence of cultural difference
in subject behaviour in both intra- and inter-national interactions. This evidence is discussed in terms of the
possibility of a ‘clash of cultures’.
© 2006 Elsevier B.V. All rights reserved.
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1. Introduction

A number of recent studies have identified significant national-level relationships between
macro-economic variables such as productivity and growth and dimensions of culture such as
trust, economic institutions and religion (Harrison and Huntington, 2000; Barro and McCleary,
2003; Hall and Jones, 1999; Knack and Keefer, 1997). Work of this type suggests that economic
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performance differentials between countries may be attributable to the effects culture has on
behaviour at the individual level. These types of effect are increasingly explored through laboratory
experimentation with games that represent economic decision problems particularly sensitive to
cultural effects (Camerer and Fehr, 2004). Much progress has been made in studying cultural
effects in public good games (Weimann, 1994; Burlando and Hey, 1997; Hemesath and Pomponio,
1998; Ockenfels and Weimann, 1999; Fan, 2000), the ultimatum game (Roth et al., 1991; Henrich,
2000; Henrich et al., 2001), and the trust game (Buchan and Croson, 2004; Carpenter et al., 2004;
Holm and Danielson, 2005).

In addition to cultural effects on comparative economic performance, experiments of this kind
may also be used to shed light on cross-cultural economic phenomena. As a result of continuing
economic, political, and social globalisation, economic interactions increasingly take place not
within particular cultures but between them. The prospects for this type of international economic
integration may also depend on cultural factors. Guiso et al. (2006), for example, show that
a nation’s levels of foreign direct investment, trade in goods and services as well as portfolio
investment are affected by the prevailing attitudes its citizens have towards a partner country.
These attitudes, in turn, tend to be more positive with increasing cultural similarity (in terms of
religious beliefs and legal institutions) and geographical proximity.

There are a number of reasons why cultural difference may have this type of negative effect on
cross-national economic interactions. First, in many important types of economic interaction, par-
ticipants have a mutual interest in the coordination of their activities. A common cultural identity
provides coordinating mechanisms such as shared focal points or conventions (Schelling, 1960;
Sugden, 1986). Coordination problems may therefore be more likely to arise in cross-cultural
interactions. In addition, the interactions between members of different cultural groups generally
may be encumbered with discriminating cognitive processes such as social categorisation and
stereotyping (Tajfel and Turner, 1979). In particular, people are predisposed to ethnocentrism (to
discriminate in favour of ingroup members and at the expense of outgroup members), especially
when interactions take place within a competitive context (Sherif, 1966). For these and other
reasons, it has been argued that cultural differences may provide the main source of international
conflict in the future (Huntington, 1998).

Game experiments may be used to assess the potential for an economic ‘clash of cultures’ at
the micro-level. There is a small number of studies that report on games played between members
of different ethnic groups. Fershtman and Gneezy (2001) report experiments with members of the
Sephardic (i.e. Asian and African) Jewish as well as Ashkenazic (i.e. European-American) Jewish
communities in Israel that play trust and dictator games. In the trust game, Sephardic responders
received smaller amounts from both Sephardic and Ashkenazic opponents. However, members
from both groups received similar amounts in the dictator game. In the ultimatum game, Sephardic
responders were made larger offers. The authors’ interpretation is that the effect of cultural differ-
ence is attributable to expectations based on ethnic stereotypes rather than subjects’ preferences for
discrimination. In a similar vein, Burns (2004a,b) studied dictator and trust games played between
members of the African, coloured and white communities of South Africa. In the dictator game,
African players gave less than white subjects. Both Burns (2004b) and Ashraf et al. (2006) find
that African players receive and make lower offers than whites or coloureds in the trust game, even
when playing members of their own ethnicity. According to Burns (2004a), these results reflect
the impact of socio-economic inequality rather than ethnic differences on subject behaviour.

Our present study is a contribution to this latter agenda of cross-cultural experimental game
play. Our work differs from existing literature in the following ways. To begin with, the four pre-
vious studies were conducted with members of different ethnic groups of a single country. These
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types of study are primarily intended to shed light on issues such as ethnic discrimination and
resulting social stability (Fershtman and Gneezy, 2001, p. 1–2; Burns, 2004a, p. 1). In contrast,
we are interested here in the impact of cultural difference on the interactions between individuals
from different countries. Our work is intended to provide insights into the prospects for increasing
economic and social globalisation. It is not clear that evidence from intra-national cross-culture
experiments such as those reported in previous work can be extrapolated for this purpose. For
instance, people may have different amounts of experience interacting with other cultural groups
within their own countries rather than with foreigners. This may shape their expectations differ-
ently. In addition, a shared national identity may influence cross-cultural interactions within one
country in ways that do not apply to cross-national interactions.

Second, cross-cultural experimentation with subjects from different countries raises the issue
of ‘home advantage’. There is evidence from other contexts that competitive interactions between
people from different countries are sensitive to location. Sporting contests provide a familiar
example (Hoffmann et al., 2002). To the extent that these effects reflect basic psychological
dispositions, they may apply to experimental games. The existence and nature of locational effects
may have implications for aspects of international trade, such as foreign direct investment policy.
In our study, this issue is investigated experimentally by conducting experiments in both cultural
groups’ respective home nations.

Finally, our experiments involve one cultural grouping not previously examined in cross-
cultural experiments, namely the ethnic Chinese. Not least due to the increasing economic and
political importance of China, there is a burgeoning interest in a Chinese psychology gener-
ally (Bond, 1996; Nisbett, 2003) and economic experiments with Chinese subjects in particular
(Kachelmeier and Shehata, 1992; Hemesath and Pomponio, 1998; Cooper et al., 1999; Fan, 2000).
Our study adds to this literature by examining Chinese subjects in a cross-cultural setting.

The remainder of this paper is organised as follows. The design of our study is outlined in
Section 2. We report the experimental results in Section 3. A discussion of our findings and
conclusions is offered in Section 4.

2. Method

The objective of this paper is to assess the extent and nature of the impact that culture, and
in particular cultural difference, has on subject behaviour in game experiments. We focus here
on the ultimatum game to allow comparison with a host of previous work on cultural game
experiments. In it, a ‘proposer’ offers a division of a monetary stake to a ‘responder’, who either
accepts or rejects. If the offer is accepted, the proposed shares are paid out; otherwise neither player
receives anything. As the acceptance of any positive share dominates rejection, the proposer should
rationally offer the minimum share to the responder. We therefore first examine whether the type
of difference reported in previous work on this game exists in the way the game is played within the
two respective cultures we study here. Second, we assess the effect of cross-cultural interactions
on subject behaviour. For these purposes, we designed and conducted a series of experiments that
varied proposer and responder nationality as well as experimental location. We chose Malaysia
as well as the United Kingdom (UK) for our cross-cultural comparison. UK subjects provide a
measurement of Western behaviour comparable to a host of established ultimatum game results.
Malaysia is a developing country with an annual per-capita GDP of about US$ 8500, roughly a
third of that of the UK. Malaysia’s multi-ethnic society is comprised of three main ethnic groups
with distinct cultural traditions, languages and religious beliefs. These include indigenous Malays
(58 percent of the population), Chinese (24 percent), and Indian (8 percent) people. In order to
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control for the potential cultural differences between these groups, only Malaysians of Chinese
ethnic background were recruited. As previously mentioned, the added advantage here is that our
results may be compared to the growing experimental evidence concerning Chinese subjects, both
in mainland China and in overseas diaspora communities.

The recruitment of a sufficient number of subjects from different cultural backgrounds entails
obvious difficulties. Fershtman and Gneezy (2001) and Burns (2004a,b) overcome this problem
by recruiting from different groups within multi-ethnic societies, specifically Israel and South
Africa. In contrast, we are interested here in the interactions between people from different
national as well as cultural backgrounds. As a result, we needed venues where subjects with
the two nationalities considered here could be easily recruited to play games against each other.
This generated a relatively small target group consisting of the respective Malaysian and British
overseas communities of expatriate workers and exchange students. A series of experiments was
conducted in both countries involving a total of N = 366 Malaysian and UK experimental subjects.
The UK-based experiments took place with Malaysian and UK students at the Universities of
Cambridge, Dundee, Nottingham and Oxford. Subjects were recruited via posters and circular
e-mails at the institutions concerned. The subjects for the Malaysia-based experiments were
students and working adults recruited in a similar fashion at the British Council, the British High
Commission, Garden International School, Alice Smith International School and the University
of Nottingham Malaysia Campus, all in Kuala Lumpur. All subjects were Malaysian Chinese and
UK adults.

The design involving three cultural parameters, proposer and responder nationality as well as
location, generates 23 = 8 possible experimental conditions for each game (see Table 1). These
include both inter- and intra-cultural games. We conducted experiments under six of these con-
ditions. Due to the difficulty of recruiting sufficient numbers, within-culture games between
Malaysians in the UK and between UK subjects in Malaysia were not conducted. As a result, every
individual experimental session was held under one of the six remaining conditions. The recruit-
ment issue, specifically the difficulty of recruiting British subjects in Malaysia and Malaysian
subjects the UK, shows in the number of subjects recruited for each condition.

Another difficulty in designing cross-cultural experiments lies in making subjects aware of
the cultural identity of their opponents while avoiding demand effects that may result from their
sensitivisation to cultural difference. The approach adopted by Fershtman and Gneezy is to provide
players with the names of their opponents, which for their subjects are indicative of ethnic origin.
We approached this issue as follows. In each session, subjects were spatially divided into two

Table 1
Description of the six experimental conditions according to location of experimental sessions and nationality of subjects
as MAL: Malaysia and UK: United Kingdom

Condition Description Location Proposer Responder Pairs

1 MMM MAL MAL MAL 43
2 MMU MAL MAL UK 27
3 MUM MAL UK MAL 19
4 UMU UK MAL UK 28
5 UUM UK UK MAL 26
6 UUU UK UK UK 40

All 183

Number of experimental pairs given.
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Table 2
Descriptive statistics for offer levels O and rejection rates R by (a) experimental condition, and (b) subject nationality

Condition O R

Mean Median Mode S.D.

1. MMM 48.49 50.00 50 (77 percent) 05.180 06.98
2. MMU 42.59 50.00 50 (67 percent) 13.183 14.81
3. MUM 44.87 50.00 50 (68 percent) 08.599 15.79
4. UMU 46.43 50.00 50 (75 percent) 07.310 03.57
5. UUM 44.15 47.50 50 (50 percent) 06.649 19.23
6. UUU 43.80 50.00 50 (58 percent) 09.522 15.00

MAL 46.28 50.00 50 (74 percent) 08.889 11.63
UK 44.1 5 50.00 50 (58 percent) 08.443 12.37

All 45.29 50.00 50 (66 percent) 08.726 12.02

Frequency of modal response in percent shown in parentheses.

groups, proposers and responders, respectively, based on their nationalities and the prevailing
experimental condition. Other than nationality, subjects were told nothing about their particular
opponents, who were randomly chosen from the other group, but otherwise remained anonymous.
Subjects were briefed orally in English1 on the rules of the ultimatum game. For each game, one
form was used to record offer level, response, and subject identification numbers and selected
demographic details. The forms were distributed among proposers and collected after their choices
were indicated. Subsequently, the forms were shuffled and randomly distributed to responders to
indicate their decisions. The stake size in the UK experiments was £10. The purchasing power
parity-equivalent of this stake in Malaysian Ringgit (RM) was calculated at 25 according to The
Economist’s Big Mac Index.2 The stake size used in the Malaysia-based experiments was set at
RM 20 to afford comparable divisibility of the stakes in both experimental locations. Payoffs
resulting from both players’ choices were paid out at the end of each experimental session.

3. Results

Our experiment generated a data set with observations on offers and responses for 183 games
played under the six experimental conditions. Table 2 contains a summary in terms of the average
percentage of the stake offered to the responder (O) as well as rejections as a proportion of all
responses (R) for each. Table 3 reports the demographics of our subjects. We begin by describing
the data. Offer levels in all conditions fell within the 40–50 percent range with modes of 50, in
line with results of most previous experiments. However, there is noticeable variation of these
averages over the six experimental conditions. Fig. 1 displays a quintile distribution of offers over
experimental conditions. The highest offers (48.48 percent) are associated with games among
Malaysian subjects; games with British proposers and responders resulted in markedly lower
offer levels (43.8 percent). The offers Malaysian proposers made to UK responders seem to

1 The Malaysians in our sample had sufficient English skills to follow the experiment. Malaysia is a former British
colony and English remains widely spoken and understood. In addition, all our Malaysian subjects were studying or
working in English spoken environments.

2 The RM has been pegged to the US$ since 1998. Throughout the experiments, RM 10 was worth $ 2.63. The average
hourly wage for casual labour in Kuala Lumpur was in the region of RM 4.



40 S.-H. Chuah et al. / J. of Economic Behavior & Org. 64 (2007) 35–48

Table 3
Demographics of proposers and responders by experimental condition

Condition

MMM MMU MUM UMU UUM UUU All

Proposers
FEM 37 70 26 39 35 33 40
AGE 22.37 25.85 30.79 21.79 20.85 20.02 22.92
EDU 23.41 22.68 23.64 23.89 21.84 21.75 22.77
INC 5.65 6.48 6.42 6.11 6.38 6.59 6.23
URB 5.19 5.69 5.22 6.00 4.78 5.00 5.30

Responders
FEM 40 41 63 46 50 28 42
AGE 24.09 31.22 26.47 20.50 20.88 21.44 23.82
EDU 21.74 22.89 23.76 22.96 23.31 23.51 22.91
INC 5.98 6.62 5.89 5.85 6.23 5.85 6.04
URB 4.38 5.29 5.44 5.04 5.85 4.42 4.94

FEM is percentage of female subjects, AGE is average age in years. EDU is average age at completion of full-time
education, INC is self-ascribed family income relative to society in deciles from 1: lowest 10 percent, 10: highest 10
percent, URB is population size of hometown in categories between 1: <5000 and 10: >500,000 inhabitants.

Fig. 1. Distribution of offers over experimental conditions and offer size quintiles. The six shades of grey of the bars
reflect the experimental conditions MMM to UUU. For each respective shade of grey, the heights of each of the five bars
indicate what proportion of offers in the experimental condition concerned fall into five offer size categories from 0–20
to 81–100 percent of the stake offered to the responder.
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be sensitive to experimental location (42.59 and 46.43 percent, respectively). In contrast, UK
subjects’ proposals to Malaysian responders do not (44.87 and 44.15 percent). Location seems to
matter also in the sense that in the cross-cultural conditions, proposers playing on foreign soil make
larger offers than home proposers. Overall, the offers Malaysian proposers made are slightly higher
than those made by UK subjects. These differences in offer means over experimental conditions
and proposer nationality are also reflected in the proportion of modal responses. Experimental
conditions with relatively high mean offer levels tend to exhibit a greater proportion of offers at
the mode. The frequency of modal responses is higher for Malaysian (73 percent) than for UK
(58 percent) proposers.

Rejection rates are also within the range established in previous experiments, in our case
between 3.57 and 19.23 percent. The distribution of responses over the six experimental conditions
as well as offer level quintiles is displayed in Fig. 2. In general, differences in the rejection rates
between experimental conditions should reflect corresponding differences in offer levels. This is
true to some extent in our data: experimental conditions with higher offer levels tend to have lower
rejection rates. However, there appear to be some differences in response behaviour attributable
to our experimental conditions. Malaysian rejections of UK offers in the UK seem relatively
high (19.2 percent) given the average offer level of 44.15 percent. Similarly, UK rejections of
Malaysian offers (3.57 percent) in the UK are less frequent than expected based on the offer level
of 46.43 percent. Over all experimental conditions, British responders rejected more frequently
(16.5 percent) than Malaysian (08.2 percent) responders.

We performed a series of tests to ascertain the statistical significance of differences in offer
levels and rejection rates between each of the experimental conditions, and between Malaysian

Fig. 2. Incidence of rejection behaviour by level of corresponding offers and experimental condition. The six shades of
grey of the bars reflect the experimental conditions MMM to UUU. For each respective shade of grey, the heights of each
of the five bars indicate what proportion of subjects in the experimental condition concerned rejected offers in the size
categories from 0–20 to 81–100 percent of the stake offered to the responder.
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Table 4
Mann–Whitney U statistics and associated p-values (two-tailed) for pairwise comparisons of offer levels O under the six
experimental conditions

Condition 2. MMU 3. MUM 4. UMU 5. UUM 6. UUU

1. MMM 457.5 0.058* 328.5 0.112 533.5 0.281 356.5 0.003*** 641.5 0.017**

2. MMU 248.5 0.830 337.5 0.389 318.5 0.516 527.5 0.855
3. MUM 245.0 0.563 219.0 0.471 357.5 0.678
4. UMU 281.0 0.096* 480.5 0.245
5. UUM 491.5 0.681

(*), (**) and (***) denote significance at the 10, 5 and 1 percent-levels, respectively.

and UK subjects over all conditions. With six conditions, there are a total of (6 × 5)/2 = 15 possible
pairwise comparisons. Each comparison can be made for each of our two behavioural variables,
offer level and rejection rate. First, we performed Mann–Whitney U tests for differences in the
average offer levels under each of the six experimental conditions (see Davis and Holt, 1993,
p. 548; Siegel and Castellan, 1988, p. 128). The resulting test statistics are shown in Table 4.
Four of the 15 comparisons yielded significant differences. Three of these confirm the relatively
high level of offers made in condition MMM. First, evidence for cultural difference is provided
in the significant difference in offer levels between the conditions MMM and UUU. Playing
same-nationality opponents in their own countries, Malaysian proposers offer a greater share of
the stake than UK subjects. Secondly, MMM offers are higher than those made under UUM.
Thirdly, cross-national play has an effect to the extent that MMM proposers offer a greater
share than MMU proposers. In other words, Malaysian proposers playing on home soil appear
to be sensitive to the nationality of their opponents. This type of ingroup favouritism appears
to be more pronounced among Malaysian subjects. In cross-national games played in the UK,
UK proposers offered more on average than Malaysian proposers (conditions UMU and UUM).
Over all experimental conditions, Malaysian proposers made significantly higher offers than
UK proposers (Mann–Whitney U = 3443.5, p = 0.016). However, this result needs to be treated
cautiously. The observed difference may in theory be attributable to the differential representation
of particular conditions in the two sets of data. For example, higher Malaysian compared with UK
offers may be because a larger proportion of Malaysian proposers faced compatriot responders.

It might be suspected that in the cross-cultural games, the amount that proposers know about
the responder’s culture influences offer levels. Such an effect would have become manifest in
differences in the offer levels between conditions MMU and UMU, as well as MUM and UUM,
respectively. The test results show this is not the case. However, this latter finding is far from
conclusive. The Malaysian proposers playing UK subjects in Malaysia were either working or
studying in UK institutions. Conversely, the British proposers in the cross-cultural games in
the UK were university students, whose social environments would ordinarily include sizeable
proportions of foreigners. As a result, the difference between their knowledge of the foreign
culture and that of their respective compatriots abroad is likely to be modest.

This univariate analysis of offer levels leaves open the possibility that the observed differences
in offers may have been caused not by experimental conditions but by underlying demographic
differences between subjects in each. Demographics such as gender (Solnick, 2001) and age
(Hoffmann and Tee, 2006) are known to have small but significant effects on ultimatum game
offers. To test this possibility, we regressed offer levels on our experimental conditions as well as
selected demographic variables (see Table 3). Some demographic variables, such as income and
education of subjects, did not have a significant effect on offer behaviour and were excluded in
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Table 5
Ordinary-least-square regression results for offer level (O)

Regressor Coefficient β p-Value

Dependent variable: O
Constant 38.860 0.000***

PNAT 3.459 0.198 0.030**

RNAT 4.031 0.231 0.010***

LOC −3.137 −0.180 0.087*

PFEM 2.398 0.134 0.072*

PAGE 0.141 0.126 0.103

Adj. R2 = 0.050

The independent variables are proposer and responder nationality (PNAT and RNAT, respectively), location of experi-
mental session (LOC). PFEM is a dummy for female proposers, PAGE is proposer age in years. Unstandardised as well as
standardised (β) coefficients given. (*), (**), and (***) denote significance at the 10, 5 and 1 percent-levels, respectively.

the model selection process. Our final model shows the significance of both experimental condi-
tions and gender (Table 5). The coefficient for proposer age is marginally insignificant. Can an
influence of age and gender explain the four differences in offer levels between our experimental
conditions? This could be the case, first to the extent that proposers in experimental condition
MMM, which exhibit high offer levels, are relatively highly associated with demographic charac-
teristics favouring high offers, such as greater age and proportion of female subjects (see Table 5).
However, Table 3 attests that MMM is below the average for both conditions. Second, UMU
proposers, found to make higher offers than proposers in UUM, also have fewer than average
females among them and are younger on average than proposers in all conditions. These findings
provide a strong indication that cultural, rather than demographic effects are responsible for the
differences in offer levels reported in Table 4.

Fisher exact probability tests (see Davis and Holt, 1993, p. 546; Siegel and Castellan, 1988, p.
103) were conducted to examine differences in rejection rates between the six conditions. The test
results are given in Table 6. Care needs to be taken in the interpretation of this type of univariate
test as any differences in responder behaviour between two groups may reflect differences in the
average offers they received rather than different experimental conditions. The only significant
difference in rejection is between conditions UMU and UUM. In cross-national games in the UK,
Malaysian responders rejected more often than UK responders. This latter result may be partially
attributable to the lower offers UK proposers made (see Table 4). Finally, we found no differences
in behaviour between Malaysian and UK responders, respectively over all experimental conditions
(two-sided p = 1.000).

Table 6
Fisher exact probability p-values (two-sided) for pairwise comparisons of rejection rates R under the six experimental
conditions

Condition 2. MMU 3. MUM 4. UMU 5. UUM 6. UUU

1. MMM 0.417 0.359 1.000 0.143 0.302
2. MMU 1.000 0.193 0.728 1.000
3. MUM 0.289 1.000 1.000
4. UMU 0.095* 0.226
5. UUM 0.741

*Significance at the 10 percent-level.
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Table 7
Logit regression results for probability of rejection (R)

Regressor Coefficient p-Value

Dependent variable: R
Constant −5.173 0.002***

O 0.151 0.000***

PNAT 0.866 0.225
RNAT −0.471 0.511
LOC −0.525 0.524
PFEM 1.019 0.116
RAGE 0.027 0.503

Pseudo-R2 = 0.324

The independent variables are proposer and responder nationality (PNAT and RNAT, respectively), offer level (O) and
location of experimental session (LOC). RFEM is a dummy for female responders, RAGE is responder age in years.
Unstandardised coefficients given. ***Significance at the 1 percent-level.

In order to account for any multivariate effects on response behaviour, we followed previous
work (for example Kagel et al., 1996; Slonim and Roth, 1998; Rankin, 2003) and conducted
probabilistic regressions on rejection rates using offer levels, experimental location and subject
nationality as well as selected demographics as independent variables. The results of our final
model are given in Table 7. They indicate that while offer levels are significant influences on rejec-
tion behaviour, the three ‘national’ variables are not. Similarly, none of the demographic variables
affect responder behaviour significantly. In addition to the reported Logit results, we regressed
alternative models of response behaviour with combinations of our independent variables. These
included dummy variables for cross-national games and for foreign proposers and responders,
respectively. In addition, a number of alternative demographic variables were considered. None
of these alternative independent variables were found to be significant.

Table 8 reports the tests for differences in final pay-outs for both proposers and responders
from all conditions. Interestingly, this shows that there are no significant differences in pay-outs

Table 8
Mann–Whitney U statistics and associated p-values (two-tailed) for pairwise comparisons of proposer and responder
pay-outs under the six experimental conditions

Condition 2. MMU 3. MUM 4. UMU 5. UUM 6. UUU

Pay-outs to proposers
1. MMM 550.50 0.655 403.00 0.915 516.50 0.188 513.50 0.506 817.50 0.645
2. MMU 242.50 0.713 351.50 0.586 346.50 0.929 535.50 0.948
3. MUM 230.50 0.329 231.00 0.681 364.00 0.767
4. UMU 347.00 0.733 516.50 0.525
5. UUM 509.50 0.880

Pay-outs to responders
1. MMM 459.50 0.071* 342.00 0.0.196 557.50 0.493 376.50 0.0.008*** 679.50 0.050**

2. MMU 247.50 0.813 319.50 0.229 315.50 0.483 537.50 0.971
3. MUM 236.50 0.417 214.00 0.396 370.00 0.853
4. UMU 267.00 0.052* 475.50 0.217
5. UUM 465.50 0.432

(*), (**), and (***) denote significance at the 10, 5 and 1 percent-levels, respectively.
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between conditions for the proposers while there are significant differences in pay-outs for the
responders. Furthermore, the significant differences in pay-outs for the responders seem to be
in the same pattern as the differences for offers. This suggests that proposers make a variety of
offers but, on average, these differences in offers do not result in an overall difference in pay-
outs. Responders by contrast do not significantly differ in their rejection rate across groups, but
they do differ in their pay-outs. This result suggests that attempts by proposers to give too low
offers to responders tend to be rejected, thus keeping the average payoff for proposers at the
same level across groups. By contrast, the differences in responder pay-outs seems to be linked
to the willingness of groups to reject at different offer levels. While the overall rejection rates are
not significantly different, they do vary according to the offers given by the proposers and the
willingness of responders to reject them. An example of this is the difference in payoff between
the UUU condition and the MMM condition. In the latter there were few attempts to offer an
unfair split, and there was a tendency to reject even comparatively mild deviations. In the former
condition there were many attempts to offer an unfair split, and these were tolerated more with
only the most conspicuously unfair being rejected. Although the rejection rate was the same,
the “cut-off” point for rejection was lower for the UUU condition than for the MMM condition,
leaving the former with lower payoffs overall for proposers.

One of the significant drivers of the overall pay-outs seems to be the comparative tolerance of
the responders in certain conditions (e.g. UUU) for comparatively low offers and the willingness
of the proposers to make these low offers. This seems to be culturally significant since some
groups seemed to tolerate this much more than others. There also seems to be a location effect
since the most tolerant of low offers compared to the MMM group were Malaysian responders in
the UK (i.e. condition UUM).

4. Discussion and conclusions

The objectives of this study were (a) to ascertain whether UK and Malaysian subjects exhibit
differential behaviour when bargaining within their respective cultural groups, and (b) to ascer-
tain to what extent their behaviour differs when faced with an opponent from the other cultural
group. The analysis of our experimental data confirms cultural differences between Malaysian
and UK subjects behaviour in the significantly higher offers made in condition MMM compared
with UUU. This supports previous findings of cultural effects in ultimatum game (Roth et al.,
1991; Buchan et al., 2004; Henrich, 2000; Henrich et al., 2001; Botelho et al., 2001). Roth et
al. found small but significant differences in offer levels between US, Japanese, Yugoslavian
and Israeli subjects. The authors explain these with reference to cultural differences in fairness
evaluation. In contrast, Buchan et al. found Japanese proposers to offer more to responders than
American ones, possibly due to more collectivist cultural values. While these two studies focus
on developed countries, Henrich (2000) and Henrich et al. (2001) studied ultimatum game play
in traditional cultures. Average offer levels varied considerably (between 26 and 58 percent) and
were related to the degree of market integration of and scope for gains from cooperation in the
economic activities in the societies concerned. Without further experimental work, we cannot
be certain what explains the differences uncovered in the present work. Both cultures of our
study are associated with modern, industrialised societies. Although Malaysia as a whole is a
developing nation, our Malaysian subjects were recruited in metropolitan Kuala Lumpur, from a
relatively affluent and educated socio-economic group. In addition, our Malaysian and UK sub-
jects were similar in terms of demographics such as age, education level and socio-economic
background. Our regression demonstrated no influence of these variables on offer levels. These
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observations point to the need of further work to examine to what extent cultural factors, possibly
rooted in the difference between Chinese and Western socialisation, may be responsible for our
findings.

Our second main finding concerns cross-national ultimatum bargaining. Malaysian proposers
were seen to make significantly higher offers to their compatriots than to UK responders. Ulti-
matum game offers reflect both altruistic and strategic considerations such as expectations of
rejection (Forsythe et al., 1994). Unfortunately, our experiment does not provide evidence (such
as dictator game results) that could ascertain which motivation is responsible for this effect. One
possibility is that Chinese proposers expected lower rejection rates among UK responders as
the sessions took place in Malaysia. Alternatively, it may be that collectivist values among our
Chinese subjects accentuates ingroup favouritism. The first explanation, capitalising on ’home
advantage’, tallies with the fact that UK proposers made lower offers than Malaysian ones in
cross-national games held in the UK (conditions UUM and UMU). However, if such consider-
ations were present, they do not match actual responder behaviour, which was shown not to be
affected by experimental location. In fact, Malaysian responders rejected significantly more often
than UK ones in cross-national games held in the UK. In general, responder behaviour was much
more robust with respect to cultural factors.

Our results support the view that the culture of a group shapes, in economically significant
ways, how its member interact with each other. In addition, we show here that culture also
shapes their interactions with members of different cultures. This supports the similar findings of
Fershtman and Gneezy (2001) and Burns (2004a,b), and those from a different context reported
by Guiso et al. For instance, our Malaysian proposers made lower offers to UK responders,
while UK proposers were unaffected by responder nationality. Culture clearly matters in an
economic context, but the interaction between culture and economic variables is complex and
multi-faceted. This finding has important implications for areas such as international trade and
investment. However, to obtain the kind of detailed understanding of these issues needed for
policy formulation, more needs to be established to identify the components of particular cultural
systems and the respective effects these have on economic behaviour. Work is currently under-
way that investigates the role of individual attitudes in subject decision making in experimental
games.
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