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I analyse a variety of evidence for Japan and, where available, for the United States on
bequest practices, the importance and nature of bequest motives, bequest division, the
willingness of individuals to help others, etc., in order to shed light on which model of
household behaviour applies in the two countries. My results suggest that the selfish life-
cycle model is the dominant model of household behaviour in both countries but that it is
far more applicable in Japan; that the dynasty model is also more applicable in Japan but is
not of dominant importance even there; and, conversely, that the altruism model is far more
applicable in the USA.
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1. Introduction

Together with firms and the government, individuals (households) are one of the three
major economic agents in any economy, but there is surprisingly little agreement about
which model of household bebaviour applies in the real world. For example, are
individuals selfish, caring only about themselves, or are they altruistic, caring not only
about themselves but also about their children, other family members and perhaps even
about complete strangers? Or are individuals concerned primarily about the perpetuation of
the family line or the family business?

In this paper, I briefly discuss three theoretical models of household behaviour and show
that they have very different implications for bequest motives and bequest division. I then
present a variety of evidence on bequest practices, on the strength and nature of bequest
motives, on bequest division, on the willingness of individuals to help others, etc., for
Japan and, where available, for the United States in order to shed light on which model of
household behaviour applies in each of the two countries.

The issue of which model of household behaviour applies in the real world is an
important one because it has ramifications for the impact that government policies have on
the macroeconomy (e.g. whether or not Ricardian equivalence holds in the real world) and
for the extent to which wealth disparities are passed on from generation to generation.
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Economic Association at Hitotsubashi University on 7-8 October 2001. I am indebted to Fumiaki Asano,
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Tatsuyoshi Saijo, Keiko Shimono, Dariusz Stanko, Wako Watanabe, Koji Yamashita, participants of the
CIRJE/NBER/EIJS/CEPR Japan Project meeting, and especially to Fumio Ohtake, Midori Wakabayashi,
Ken Yamada, and an anonymous referee for helpful comments and assistance. The research for this paper
was supported by Grant-in-Aid for Scientific Research number 12124207 from the Ministry of Education,
Culture, Sports, Science, and Technology of the Japanese Government.
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Abstract

n this paper, [ discuss three theoretical models of household behav-
Iior and present a variety of evidence for Japan and, where avail-
able, the United States on historical bequest practices, the strength
and nature of bequest motives, bequest division, the willingness
of individuals to help others, etc., in order to shed light on which
of these models applies in the real world. My results suggest that
all three models coexist in both countries but that the selfish life-
cycle model and, to a lesser extent, the dynasty model are far more
applicable in Japan than they are in the United States and, by con-
trast, that the altruism model is far more applicable in the United
States than it is in Japan.

Introduction

Together with firms and the government, individuals (house-
holds) are one of the three major economic agents in any econo-
my, but there is surprisingly little agreement about which theoret-
ical model of household behavior applies in the real world. For
example, are individuals selfish, caring only about themselves, or
are they altruistic, caring not only about themselves but also about
their children, other family members, and perhaps even about com-
plete strangers? Or are individuals primarily concerned about the
perpetuation of the family line or the family business? In this paper,
1 discuss three theoretical models of household behavior and pre-
senta variety of evidence for Japan and, where available, the United
States in order to shed light on which of these models applies in
the real world.

The issue of which theoretical model of household behavior applies
in the real world is an important one because it has ramifications
for what impact government policies have on the economy (for
example, for whether tax cuts financed by the issuance of gov-
ernment bonds will have a stimulative impact on the economy)
and for the extent to which wealth disparities are passed on from
generation to generation.

Theoretical Models of Household Behavior

There are at least three theoretical models of household behav-
ior that are commonly used by economists—(1) the life cycle
model, (2) the altruism model, and (3) the dynasty (or lineal) model—
and these models have very different implications for bequest
motives and bequest division (see Table 1 for a summary).

(1) The Selfish Life Cycle Model. This model assumes that
individuals are selfish and that they don’t care about their children.
Thus, individuals will either not leave any bequests at all to their
children, leave only accidental bequests (bequests of assets that
happen to be left over), or leave bequests only if their children do
something in return such as providing care and financial support
during old age, and they will leave their entire bequest to the child
or children who provide care and financial support during old age.

(2) The Altruism Model. This model assumes that individu-
als care about their children. Thus, individuals will leave bequests
to their children even if they get nothing in return and will either
divide their bequests equally among their children or leave more
to the neediest child or children.

(3) The Dynasty (or Lineal) Model. This model assumes that
individuals are motivated by a desire to perpetuate the family line
and/or the family business. Thus, individuals will leave a bequest
only if their children carry on the family line and/or the family
business and will leave their entire bequest to the child or children
who carry on the family life and/or the family business.

As I have shown, the three theoretical models of household
behavior discussed above have very different implications concerning
bequest motives and bequest division, and thus data on bequest
motives and bequest division can shed light on which of these mod-
els applies in the real world.

Selfish life cycle model Altruism model Dynasty model
Individuals are Individuals care about the
altruistic toward their perpetuation of the family line
Assumption Individuals are selfish own children or the family business
Leave no bequest, leave only
accidental bequests, or leave a Leave a bequest if one's
Bequest bequest only if one's children Leave a bequest no  children carry on the family
motive provide care during old age matter what line or the family business
Divide equally or leave Leave more to the child who
Bequest Leave more to the child who more to the neediest carries on the family line or
division provides care during old age child the family business

Table 1. Comparison of three theoretical medels of household behavior.
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Figure 1. Japan-U.S.comparison of bequests.

Data on Bequest Motives and Attitudes towards Beguest Division
Data from the “Comparative Survey on Savings in Japan and
the United States (Chochiku ni kansuru Nichibei Hikaku Chousa),”
which was conducted simultaneously in Japan and the United
States in 1996 by the Institute for Posts and Telecommunications
Policy of what was then called the Ministry of Posts and
Telecommunications of the Government of Japan, show that the
proportion of respondents whose bequest motives and attitudes towards
bequest division is consistent with the selfish life cycle model is
much higher in Japan than it is in the United States, which implies
that the Japanese are much more selfish than Americans (see
Figures | and 2). By contrast, the proportion of respondents whose
bequest motives and attitudes towards bequest division is consis-
tent with the altruism model is much higher in the United States
than it is in Japan, which implies that Americans are much more
altruistic than the Japanese. Finally, the evidence suggests that the
Japanese are somewhat more dynastic than Americans but that dynas-
tic individuals are in the minority in both countries (the option of
leaving more to the eldest child even if he/she doesn’t provide care
during old age is classified as being consistent with the dynasty
model because, in Japan, it is typically the eldest son (or daugh-
ter) who carries on the family line and/or the family business).

Other Types of Evidence

Elsewhere in my paper, I consider a variety of other types of
evidence for Japan and, where available, the United States on
which theoretical model of household behavior applies in the real
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world including evidence on (1) historical bequest practices, (2)
the strength of bequest motives, (3) the willingness of individuals
to help others, (4) the impact of parental bequest motives and
parental assets on the behavior of children, (5) the impact of pub-
lic pensions on consumption and saving, (6) the impact of the dis-
tribution of resources within extended families on their consump-
tion patterns, (7) the impact of tax policy on consumer spending,
(8) inter-cohort differences in lifetime incomes, and (9) experi-
ments concerning voluntary public goods provision.

Conclusions

The various types of evidence I have considered in this paper
suggest that no theoretical model of household behavior has uni-
versal applicability in either Japan or the United States and that the
various models of household behavior appear to coexist in both
countries but that the selfish life cycle model is the most highly
applicable model in both countries, that it applies to a far greater
extent in Japan than it does in the United States, that the dynasty
model is also more applicable in Japan than it is in the U.S. but
that it is not of dominant importance even in Japan, and conversely,
that the altruism model is far more applicable in the United States
than it is in Japan. My finding that the Japanese are more selfish,
and care less about their children, than Americans is somewhat
surprising because it is often said that family ties are stronger in
Japan than in the West. It is true that family ties are stronger in
Japan (for example, children are much more likely to live with,
and care for, their parents in Japan), but it appears that those ties
are motivated by selfishness rather than by altruism.






