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Most students and teachers I knew spent all
their money, living from payday to payday. They
spent a lot on music CDs, while young families were
beginning to buy cars and homes. This has increased
since my stay there, as a substantial middle class is
growing in China—at a time when there may be
some shrinkage in the middle class here in the States.
There is a tremendous drive among the Chinese to
have the prosperity we have in the U.S. They seem
to admire our way of life, though some of the older
people try to bring the young ones back to older Chi-
nese ways. My conjecture is that each generation of
young Chinese will get more prosperous and will be-
come more like us. We have mechanisms in place so
that we can charge things and get into debt, while I
saw only cash being used in stores when I was in
Beijing.

Many students received money from their
parents, but some also had jobs. I knew two young
Chinese, who were over twenty-five and had their
degrees, yet were still being supported by their par-
ents. In China, adults save to help their children.

To get further information, I contacted three
people from China, whom I know very well. One is
working in Shanghai, another has completed his edu-
cation (MBA) in Ohio and has just been hired for his
first job, and the third is an older woman who is a
highly respected representative in the middle level of
the government. They told me that savings are for
the rich. My friend in the Chinese government said
that while saving money has always been part of the
Chinese culture, a large percent of the population live
in a state of poverty that is unheard of in the United
States, so saving is not an option for them. While on
a cruise to see the Three Gorges Dam that was under
construction, I saw how some people were living, and
had been living for centuries. Some of these families
were being displaced because of the water which
would rise above their homes. Survival, rather than
saving money, was their concern.

All three of my current Chinese sources also
agreed that the Chinese are very frugal and industri-
ous people. They can find many ways to make
money, as I saw demonstrated every day on the
streets of Beijing where I walked extensively. Also,
the Chinese have deep pride—a kind of superiority
that I did not experience as offensive—they just
know they are superior.

The Chinese have traditionally depended on:
their children in retirement. That will change soon as
the one-child policy causes a newly married couple to
be responsible for four adults in their old age. The
couple won’t have any brothers and sisters to share
the burden.

Any time we take one aspect of a culture and
compare it with that of another culture, the results
must be interpreted within the context of each cul-
ture. Nevertheless, I hope my limited experience has
cast some light on the issue of savings.

Edryce Reynolds, EdD, teaches psychology,
business, and mathematics at several colleges in the
Puget Sound area. She has been the recipient of the
Excellence in Teaching Award for City University in
Bellevue, Washington, and the Extra Mile Award
from Pierce College in Tacoma, Washington. Psy-
chology and counseling permeate all of her work.
She currently focuses on counseling and teaching
released prisoners as they adjust to life outside
prison. She can be contacted at edryce@yahoo.com.
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Free Associations on Saving
Money and Enemies

Paul H. Elovitz
The Psychohistory Forum

Since psycho-economics is a neglected field
of inquiry, the Ferraro and Xu article is quite wel-
come as a spur to getting people to think about it.
This neglect is surprising for several reasons. First is
the extent to which the rational model of human be-
havior has been discredited, even within academia, as
inadequate by scholars such as Nobel Prize winner
Daniel Kahneman, Professor of Psychology and Pub-
lic Affairs at Princeton University. Secondly, the
swings of the stock market reflect the often irrational
hopes, fears, and delusions of groups, thus crying out
for group psychological analysis. Thirdly, there is
anecdotal evidence of economic leaders privately rec-
ognizing psycho-economics’ importance. An exam-
ple of this comes from a friend, who requested ano-
nymity. When introduced as a psychologist at a so-
cial event to one of the most important economists in
the country, this financial giant declared that they
were in the same business—psychology.
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Regrettably, I don’t recollect the relevance of
psychology being discussed at all when I studied
American economic history as one of my four doc-
toral fields at Rutgers University. Rather, our profes-
sor, a renowned expert on taxation, was focused upon
refuting the Marxist economists whom he had en-
countered in his youth in the Great Depression. I
first came to the issue of savings from the perspective
of the son of a self-made (during the Great Depres-
sion) immigrant father who believed totally in bal-
anced budgets and urged me not to even have a
checkbook since that made spending easy and saving
hard. Being unable to save was an important issue,
especially in my early manhood when, with the de-
mands of a young family, there was never enough
money. In doing my doctoral dissertation I was
amazed to read a leading popular author of early
nineteenth-century Britain, who wrote that his Eng-
lish countrymen overwhelmingly lived from hand to
mouth in debt to the extent they could get credit. I
was soon introduced to John Maynard Keynes’ theo-
ries that a government can spend, based upon bor-
rowing, its way out of depressions and recessions.
Ironically, his best American students, in opposition
to their own rhetoric of balanced budgets, turned out
to be Presidents Reagan and George W. Bush, who
have tun the country on the equivalent of a national
credit card funded from abroad.

Though I am often troubled by U.S. deficit
spending, it is unclear to me if savings are always a
good thing for economies and societies. After all, the
success of American capitalism has been its propen-
sity to find new markets among consumers by getting
them to spend rather than save. Another example is
that in the 1980s Japan was widely seen as challeng-
ing the United States for economic supremacy in the
world, but the propensity of the Japanese to save
rather than consume has been an important factor in
the slowing of that economy in the last decade of the
twentieth century and first decade of the twenty-first
century. In the present century, China has replaced
Japan as a potential economic rival. We seem to al-
ways need some sort of a threat on the horizon. As
Robert Jay Lifton and Vamik Volkan have reluc-
tantly concluded, groups seem to need opposing
groups to maintain their own identity.

My speculations extend to the issue of China
being “saved” as a potential enemy. [ say this with
Frederick H. Hartmann’s The Law of Conservation of

Enemies: A Study in Enmity (1982) in mind. This
author points out the extent to which countries nor-
mally focus on only one enemy at a time, despite the
fact that other countries approach them with enmity
for their own reasons. Thus President Nixon, a man
with a great need for enemies (see Elovitz, “Richard
Milhous Nixon Revisited: The Haldeman Diaries,”
The Psychohistory Review 24 [Fall 1995], 99-111),
who made his senatorial career denouncing those he
saw as internal enemies who sabotaged American
foreign policy to allow China to “fall” to the Com-
munists, chose to recognize Mao’s China—at a time
when millions of its citizens were dying because of
the murderous policies of the government. This re-
versal is usually hailed as Nixon’s greatest diplo-
matic victory and it opened the door for the massive
Western investment in China after the Cultural Revo-
lution ended—investment that has transformed China
into a potential economic, military, and political rival
of the United States. The greatest foreign investment
in China came after the fall of European Commu-
nism. With Russia having become—in our minds
though never in reality for more than the briefest pe-
riod—a free, capitalist, and democratic society, we
ceased to focus on it as a rival. Instead, our policies
have contributed to the buildup of China while
mostly ignoring the reality that it is a Communist-
controlled dictatorship, which makes investment in it
somewhat problematic because of the lack of envi-
ronmental protection, freedom, and transparency, as
well as uncertainty about its political future.

The authors’ suggestion that on the basis of
differential growth rates the U.S. economy will be
eclipsed by that of China seems very plausible on the
surface. However, this sort of projection needs to be
approached with caution. First, the Chinese base
economy is so small by comparison to that of the
United States that having a six-percent greater annual
growth increase is not nearly as dramatic as it would
seem when it is projected into the future. Next, I'm
reminded of those Congressional hearings I watched
for decades right into the 1980s, with charts and sta-
tistics explaining why the Soviets were becoming
ever more militarily and even economically power-
ful, and why, therefore, different interest groups
needed governmental monies or policies to save our
society. Hindsight is twenty-twenty but the record of
prognostications is pretty dismal, clouded by the
fears, hopes, and self-interests of those who are pre-
dicting the future. We all know that this mighty So-
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viet economic and military specter was on the verge
of collapse. In my view, European Communism fell
not primarily because Ronald Reagan forced the So-
viets into spending themselves into bankruptcy and
said “Mr. Gorbachev, tear down this [Berlin] wall,”
but primarily because their un-free society could not
survive the loss of cohesion brought about by the fear
of the United States and the West as threatening ene-
mies after Gorbachev introduced glasnost and pere-
stroika as he sought to modernize the crumbling So-
viet economy. The path of the Chinese economy will
be intimately tied to the political transition which
must eventually follow from its partial abandonment
of a Communist-style “command economy.”

I wonder if our unconscious reasons for help-
ing to turn Communist China into an economic giant
and then fearing it as a rival could be connected to a
desire to have a Great Power enemy. After all, de-
spite our present preoccupation and fears, stateless
Islamic terrorists have their limits as a credible en-
emy. I see various hints that China is kept in.the
wings as a potential enemy. Of course, we do not
know what the future will bring, though I for one pre-
fer that we save money rather than potential enemies.

Paul H. Elovitz, PhD, is Associate Professor
of History, Psychohistory, and Interdisciplinary Stud-
ies at a North Jersey college. He is devoted to apply-
ing the paradigms of psychoanalysis and psychology
to the understanding of all aspects of culture and so-
ciety. He is indebted to former Associate Editor Bob
Leniz who, as usual, chose not to write, but who gen-
erously shared his ideas on savings in China and the
U.S. Elovitz may be contacted at pelovitz@aol.com.
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Responding to Two Views of the
American Economy

Tom Ferraro and Lily Xu

We want to thank all the respondents for tak-
ing time out of their very busy schedules to respond
to our “Reflections on the Psychology of Savings in
the U.S. and China.” The four commentators leave
us with the following impression.

There must be two separate worlds in Amer-
ica. The first world, most clearly articulated by Drs.
Collins and Felix, reveals for us a robust America

with a thriving economy filled with hope, abundance,
and a happy citizenry. Let’s call this the “Bush
World.” According to their macroeconomic view,
Americans spend as much as they wish and this re-
sults in a booming economy. When we asked my
local deli owner about his spending habits he proudly
remarked, “I spend more than I make!” He then
showed us a receipt from the previous night for $215
for dinner for two at an expensive steak house. In
this world we order what we want and give a big tip
as a chaser.

But we fear there is another America that ex-
ists beneath this cheery world so well described by
the deli owner and Drs. Collins and Felix. So we
asked a shy clerk behind the deli counter about his
spending habits. He told us in a low sheepish voice
that he declared bankruptcy years ago and now tries
to live within his means. Let’s call this the “Real
World.” ~ What Collins and Felix appear to have
missed in their macroeconomic accounts of a thriving
America are the very real pain, exhaustion, anguish,
and fear that many Americans feel nearly every day
and seen only by a microeconomist. What is it like
to receive phone calls at 8 a.m. on a Sunday morning
from your credit card company? There are many
Americans who know this feeling and they are none
too happy about it. The denial that prompts Ameri-
cans to overspend is the very same denial that
prompts Collins and Felix to underrepresent this
problem.

We have no doubt that the American econ-
omy is powerful and thriving. But we also observe
that this has resulted in a population that is over-
worked and overspent. It is almost as if the masses
are unwittingly sacrificing their blood, sweat, and
tears in order to benefit a thriving economy. Micro-
economics suffers as macroeconomics thrives.

Furthermore it is clear that the media world
we all live in has created what social economist Juliet
Schor of Boston College (and formerly of Harvard)
calls our “new reference group” (The Overspent
American, 1998). We no longer keep up with the
Joneses. We could care less about our neighbors.
We don’t even know their names. We now must
keep up with the Jacksons—that is, the world of Mi-
chael Jackson. We live in a fictional world of rich
celebrities populated by Tom Cruise, Angelina Jolie,
and Britney Spears. These folks make millions, not
thousands. This new reference group instills pressure




