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1.1 Determinants of Movie Review Ratings

Abstract

We present a method for analyzing the determinants of ratings in reviewing creative works by
examining the case of movies in Japan. In Japan, the Yahoo Movie Review website presents viewer
ratings, comments, the number of followers, and evaluations by followers. We develop a system for
extracting information from this website and analyzing keywords in comments for positive and
negative emotional expressions by using the “IBM SPSS Text Analytics for Survey” text-mining
software. This allows conversion of text data to numerical data, and application of principal factor

analysis and regression analysis. We generate variables representing evaluations of “plot,” “cultural

value,” “main theme,” and “setting” of each movie, and analyze the sign, positive or negative, of each
variable’s coefficient in a rating by regression analysis. We present a case showing positive evaluations

for plot, cultural value, and setting, but negative evaluation for theme.

1. Introduction

Various Internet websites allow reviewing movies and performances. These websites can be regarded
as a resource for improving the quality of creative works so long as the information presented can be
statistically analyzed at a reasonable cost. In this context, automatic review mining and summarization
has been gaining attention from various fields, such as product and service businesses.

Zhuang, Li, Feng Jing, and Xiao-Yan Zhu (2006) focus on movie reviews, and find that reviews
have unique characteristics. Specifically, movie reviews address not only movie elements such as
screenplay, but also movie-related roles such as directors, screenwriters, and actors. They decompose
review mining and summarization into 1) identifying characteristic and opinion words, 2) determining
the class of feature word and its opinion polarity, 3) for each feature word, identifying relevant opinion
words and obtaining valid feature opinion pairs, and 4) summarizing of the discovered information.

Chaovalit, Pimwadee, and Lina Zhou (2005) investigated movie review mining by two approaches:
machine learning and semantic orientation. Mohammadi, Gelareh, Sagae, Vinciarelli, and Morency
(2013) explored the effect of multi-modality and perceived personality on persuasiveness of social
multimedia content by using movie review clips from YouTube. Their interest is similar to ours in that
they tried to clarify factors affecting degree of persuasion.

We present a method for analyzing the determinants of ratings in reviewing creative works by using
the case of movies in Japan. In Japan, the Yahoo Movie Review website presents viewer ratings,
comments, the number of followers, and evaluation by followers. As a first step, we developed a
system of automatically extracting information from the website, and generating an Excel-format
database. This system was developed in the PHP programming language after analyzing the HTML
format of pages on the website. In the second step, we developed a system for extracting information
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from this website and analyzing keywords in comments for positive and negative emotional
expressions by using the “IBM SPSS Text Analytics for Survey” text-mining software. This allows
conversion of text data to numerical data, and subsequent application of principal factor analysis and
regression analysis.

We then generated variables representing evaluations of “plot,” “cultural value,” *main theme,”
and “setting” of each movie, and analyzed the directional effect of each variable on rating by regression
analysis. This paper presents a case showing positive relations for plot, cultural value, and setting, but
a negative relation for theme. More elaborate development of the analysis method is expected to

facilitate detailed clarification of factors that stimulate viewers’ interest.

2. Method
7.1 Characteristics of the movie review site
In Japan, “Yahoo Movie Review” is a well-known movie review site. The characteristics of this site
are summarized as follows.
1. Free-description-type comments
Reviews include text comments containing various emotional expressions that can be linked with
various types of words, including nouns.
2. Evaluation scale
Reviewers evaluate movies on a scale from 0 (lowest) to 5 (highest).
3. Degree of review usefulness evaluations
Reviews themselves can be graded by readers, especially regarding review usefulness.
4. Posting date and time information is available
Posting date and time information are used in adjusting the number of followers, because the

number increases as time passes.

We use reviews of the movie “Ask This of Rikyu (Rikyu ni Tazuneyo)” for analysis. The address

of the review site is http://info.movies.yahoo.co.jp/detail/tymv/id345694/. This is a historical drama

based on a novel by Kenichi Yamamoto, for which he won the Naoki Prize. The main theme of the
movie is the “aesthetic” pursued by an historic tea master Sen no Rikyu. A controversial plot point is
that Rikyu was inspired by the aesthetics of a Korean woman who was kidnapped by the Japanese. It
is a historical fact that Rikyu loved tea cups and various items related to tea ceremony imported from
Korea. However, many Japanese people are reluctant to accept this fact, and believe that the tea
ceremony originated in Japan. For this reason, both extremely positive and extremely negative reviews
are presented. An example negative review follows.
The presented origin of the tea ceremony is unacceptable, delivered in a manner like a

Korean drama, which is quite sloppy. In the movie, Rikyu explores aesthetics, but its source
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is a tragic love of his youth. The movie proclaims that this aesthetic, which originates in
Korean culture, overwhelms the power of authority, and thus cannot be transmitted during
Rikyu’s life. Rikyu committed ritual suicide to protest the actions of Hideyoshi Toyotomi [a
preeminent daimyo, warrior, general, and politician of the Sengoku period]. The movie
suggests that the true reason for his suicide is a mystery. | think Rikyu acts as a foil to the
complexity of Hideyoshi because of his origin as a farmer, and he could not understand
aesthetics fundamentally. This invoked hatred between Hideyoshi and Rikyu. Rikyu said “I
obey only aesthetics,” and it is natural that authority could not tolerate these words. Ebizo
[a famous kabuki actor] exhibited a certain aura while playing Rikyu, but I think his charm
is not as fully exhibited as it is in kabuki.

We investigate factors that determine the final evaluation of reviews by examining the review text
and evaluation points given by reviewers. This task is important because impressions of reviews are
biased by highly emotional words, making it hard to examine the actual factors that determine the
evaluation. For example, words such as “disappointed,” “nonsensical,” “absurd,” “below the level of

B-movie quality,” “regret seeing it,” and “contempt for Japanese aesthetics and history” are observed
in the reviews. Without analysis, such descriptions may make readers believe that the movie is not
worth viewing. It is not obvious, however, how assigned movie ratings and ratings of the reviews
themselves are affected by these words. Analysis allows examining the actual factors that affect

grading and clarifies the true functioning of movie review sites.

2.2 Text mining

We used “IBM Text Analytic Survey” as text mining software. The first step was to extract words, and
the second was to categorize those words. When categorizing words, emotional words were used to
link nouns and verbs. By selecting the type of category, we can depict linkage among words. Here, we

selected positive emotional words and extracted the related words.

Figure 1. Screen of IBM Text Analytic Survey
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As is shown in Figure 1, the text mining software relates words with emotional words such as “good,”

“bad,” “praise,” and “grief.” The number of words relating to these emotional types is listed in the
bottom-left window of the software. By selecting, for example, “good” and “praise,” we can produce
a bar chart of the frequency of related words in the upper right window. We then exported this output

as an Excel file, combined it with the original Excel file, and produced the SPSS file.

2.3 Extracting factors that determine evaluation grading
The next task is to extract factors that determine evaluation grading. We apply principal factor
analysis to reduce the number of variables and classify the words. As a result of the analysis, we

extracted four factors for words associated with positive emotional words.

Table 1. Sum of explained variance in principal factor analysis for words associated with positive

emotional words

Factor Initial eigenvalue Sum of squares of loadings after | Sum of squares
extraction of loadings after
rotation
Sum % of | Cumulative Sum % of | Cumulative | Cumulative %
variance % of variance % of of variance
variance variance
1 3.792 13.077 13.077 3.059 10.548 10.548 5.552
2 2.020 6.965 20.042 1.243 4.287 14.835 10.916
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3 1.618 5.581 25.622 877

729

3.025 17.860 15.450

4 1.490 5.138 30.760 2513 20.374 19.740

Table 2. Structural matrix of principal factor analysis for words associated with positive emotional

words.

Plot Teaitems | Culture | Tea ceremony
Created + <> 545 .026 021 .096
Mind / heart + <> 238 141 .073 214
Tea / tea + <>/ tea + <> .108 373 -.028 .190
Generation + <> 122 .169 -.028 412
Power / force + <>/ power + 024 026 128 360
<>
Movie + - <good fun>
Movies / -.027 -.067 182 -.013
Book + <> .289 202 .084 .090
Medium / medium + <> 224 173 .084 377
Surface + <> .259 349 137 151
Large / large + <> 253 517 -.002 212
This + <> / today + <>
Uapanese culture + <> 050 ~004 162 078
Tea / tea + <>/ tea ceremonyj 019 059 P 301
+ <>
Power / force + <> .286 077 494 -.079
Created + <>/ Movies + <> 490 .059 .055 214
House + <> -.045 241 -.046 242
Between + <> .031 315 -.015 041
Culture / Culture + <> -.026 .056 481 -.013
Goryeo / Koryo + <> 153 446 .198 074
After / rear + <> 277 225 -.014 173
Goods + <> 145 242 .010 -.026
Country / country + <> -.061 .070 463 153
Role / role + <> 591 198 .068 -.102
Road + <> 104 -.036 .015 465
Image + <> .336 A71 =221 154
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This + <>/ today + <> -.014 -.010 294 193
Field + <> 077 .076 192 .099
History / History + <> .038 -.258 217 .202
Thing + <> 136 515 149 =112
Real + <> .105 .070 404 .057

Tables 3 and 4 present the results of principal factor analysis for words associated with negative
emotional words.

Table 3. Sum of explained variance in principal factor analysis for words associated with negative
emotional words.

Factor Initial eigenvalue Sum of squares of loadings after Sum of squares
extraction of loadings after

rotation
Sum % of | Cumulative Sum % of | Cumulative | Cumulative % of

variance % of variance % of variance

variance variance

1 2.867 11.027 11.027 2.326 8.947 8.947 4.337
2 1.782 6.855 17.883 1.210 4.653 13.600 8.563
3 1.688 6.490 24.373 1.072 4123 17.723 12.743
4 1.628 6.260 30.633 1.051 4.043 21.766 16.325
5 1.222 4.698 50.462 622 2.392 32.653 29.480

Table 4. Structural matrix of principal factor analysis for words associated with negative emotional

words.
Factors Rikyu Spiritual | Nationalism History Korea
Movie + - <bad bad> Movies
-.040 -.035 -.027 132 —-.035

Movie + - <good good>

] .001 .020 011 -.067 -.031
Movies /
<Good - praise, praise>

] ) .354 -.047 -.009 -.026 143
Movies / Movie +
Movie + - <good fun>

] -.109 267 -.071 121 .063
Movies /
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<Good - praise, praise>

) ) -.005 077 .085 -.038 .041
Movies / Movies +
Role / role + <> 299 .023 -.003 .047 .055
History + - <bad bad>
) -.116 -.064 -.144 537 .002
History /
Goryeo / Koryo + <> |
-.052 -.110 .395 .020 142
Goryeo woman + <>
History / History + <> 163 .039 128 .648 -.101]
Goryeo / Koryo + <> 184 .108 272 -.046 776
Country / country + <> -.161 .054 .555 .029 150
Mind / heart + <> 109 712 .037 .001 .010
Mind / heart + <> / suicide +
-.024 270 —.066 -.020 244
<>
Field + <> 232 -.124 219 011 -.022
Surface + <> .186 271 .200 —-.058 104
House + <> .066 -.001 .034 .002 .106
Between + <> .054 .079 —-.088 -.053 .024
Tea /tea + <>/ tea + <> .095 .033 .180 -.044 .045
Tea / tea + <>/ tea ceremony)|
.034 017 492 -.004 -.060
+ <>
Tea / tea + <> 273 468 .068 .059 .026
Real + <> -.016 .108 .209 .392 .083
Road + <> .205 238 .254 .093 —-.153
Image + <> .650 .089 -.032 -.033 -.019
Goods + <> .025 .057 —.006 .054 .059
This + <>/ real + <> .349 .082 —-.056 .027 .038
Book + <> 130 .054 .068 .004 -.068

3. Regression analysis on the determination of factors for grading

We conducted regression analysis with the factors derived by principal factor analysis on the set of
words associated with either positive or negative emotional words. Table 5 and Figure 2 show the
results for grading evaluation. The standardized coefficients are comparable in size because the
variable unit is normalized. Larger values of the standardized coefficient imply that the effect on
grading evaluation is stronger. The results show that “Tea Ceremony” was associated with positive

emotional words, and had the strongest positive effect on evaluation grading. “Rikyu” was associated

18



with negative emotional words, and had the second strongest positive effect on evaluation grading.
“Nationalism” and “history” associated with negative emotional words, and decreased evaluation

grading. “Korea” was associated with negative emotional words, and increased evaluation grading.

Table 5. Regression result for factor determination for grading evaluation

Coefficient
Standardized
Standard o t p-value
B coefficient
errors
(Constant) 2.583 0.091 28.254 0
Tea Items (positive) -0.299 0.222 -0.155| -1.348 0.179
Tea Ceremony (positive) 0.655 0.205 0.329 3.198 0.002
Rikyu (negative) 0.399 0.168 0.207 2.378 0.018
Spiritual (negative) 0.223 0.141 0.119 1.58 0.116
Nationalism (negative) -0.379 0.214 -0.194 | -1.767 0.079
History (negative) -0.382 0.157 -0.197 | -2.434 0.016
Korea (negative) 0.266 0.14 0.148 1.909 0.058

Adjusted R%: 0.183

Figure 2. Standardized Coefficient for the Determinant of
Grading Evaluation

0.4

Table 6 and Figure 3 show the results for grading usefulness. “Tea items” was associated with positive
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emotional words and had a positive effect on grading usefulness. “Tea ceremony” was associated with
positive emotional words, but had the strongest negative effect on grading usefulness. “Nationalism”
and “history” were associated with negative emotional words and had a strong positive effect on

grading usefulness.

Table 6. Regression results for factor determination for grading evaluation

Coefficient Standardized
B Standard coefficient t p-valie
(Constant) 38.094 3.108 12.258 0
Tea Items (positive) 12.917 7.54 0.205 1.713 0.088
Tea Ceremony (positive) | -15.114 6.963 -0.232 -7.171 0.031
Rikyu (negative) -8.756 5.702 -0.139 -1.535 0.126
Spiritual (negative) -7.75 4.809 -0.126 -1.612 0.109
Nationalism (negative) 13.92 7.282 0.218 1.911 0.057
History (negative) 9.447 5.329 0.149 1.773 0.078
Korea (negative) -3.197 4.743 -0.054 -0.674 0.501

Adjusted R% 0.116

Figure 3. Standardized Coefficient for
the Determinant of Grading Usefulness

4. Relation between evaluation grade and sales
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To understand the role of movie reviews in more detail, we examined factor determinants that explain
sales. Data were taken from the website of the Motion Picture Producers Association of Japan

(http://www.eiren.org/toukei/index.html). Table 7 shows the results of regression analysis on sales

determinants. The number of evaluators is strongly associated with sales, but evaluation rankings had
no explanatory power. Toho and Toei are the two largest Japanese movie companies, but as Fig. 4
shows, GAGA achieves the largest average sales per movie.

These results suggest that high evaluations do not guarantee the commercial success of a movie.
Commercial success is, however, reflected in the number of reviewers. It is interesting that Toei films
have higher average evaluations than those from Toho, but the average sales and humber of reviewers
are smaller. In particular, compared with Toho films, Toei films had far fewer reviewers. One possible
explanation is that Toho targets mass-market consumers, but Toei produces movies targeting film

connoisseurs.

Table 7. Regression analysis on sales determinants

Coefficient Standardized
o t p-value
B Standard coefficient
(constant) 8.738 12.235 714 481
Grade in evaluation -1.371 3.321 -.039 -.413 .683
Number of reviewers .020 .002 .842 8.753 .000
Toho_dummy 9.341 5.196 225 1.798 .083
Toei_dummy 13.690 6.538 257 2.094 .045
GAGA_dummy 11.842 12.240 .098 .967 341
Adjusted R?=0.693
Figure 4 Average Sales Amount Figure 5 Average Grade in Figure 6 Average Number
(unit: 100 million Yen) Evaluation of Reviewers
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5. Conclusion

The results of regression analysis show the merits and the limitations of this analytical procedure.
This analysis allows separation of factors influencing reviews and those that do not. Without this kind
of analysis, it is difficult to distinguish whether factors associated with emotional words actually affect
grading, even when the emotional words give a strong impression to review readers. One limitation of
this analysis is ambiguity in interpreting the results. “Tea ceremony” was associated with positive
emotional words and had a positive effect on grading evaluation. The result itself gives limited
interpretable information. To interpret the results, it is therefore necessary to defer to the original
comments. Alongside such follow-up tasks, the information given by this kind of analysis provides us
with precious information regarding movie reviews.

Finally, we would like to discuss utilization of review sites by movie producers. We showed that
commercial success is not guaranteed by review evaluations. However, this does not imply that the
grade does not reflect movie quality. The method we propose allows judging the true factors in
determining evaluation grading and gives us detailed information on the relation between quality and
evaluation. In the movie market there exists a stratification of viewer quality, where mass-market
viewers can be considered of medium or low quality. Commercial success in the mass market does not

necessarily guarantee long-term success in the movie business without improvement to movie quality.
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1.2 Analysis of Preference Formation Using Experience Information

Abstract
In this paper, we hypothesize that unconscious biases are formed through life experience,
and we formalize the process of preference formation mainly focusing on emotional
factors. Based on this underlying model, we implement an empirical model and examine
the relation between experience and preference formation using a dataset compiled by the
NTT DATA Institute of Management Consulting, Inc..

The analysis showed that there are strong relations between experiences and
preferences, especially when the emotional impact of the experiences seems to be strong.

This result has some important implications for the mechanism of preference formation.

Keywords: preference formation, experience, unconsciousness, emotion

Classification codes: D12, D91, M31,

1. Introduction

Consumer choice is crucially dependent on preference, which summarizes various kinds
of information, including unconscious thought processes. In conventional studies of
consumer behavior, preference is deemed to be exogenously given. Mainly, preferences
have been estimated from realized consumption behavior. “Revealed preference theory”
advocated by Samuelson (1936) is the pioneering approach for examining preference
states. However, revealed preference theory is not fully predictive: it only describes
behavior under the current set of circumstances, such as income constraints. Thus it
cannot be used to address, for example, the potential change in preferences for luxury
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goods when income changes. Although rich consumers are more likely to purchase luxury
goods than poor consumers, this does not necessarily mean that a poor individual will
increase their consumption of luxury goods if their income increases. The experience of
having been poor may lead that individual to prefer simple goods through familiarity or
the desire “to not waste money”, for example. Thus, in predicting consumer behavior, it
Is necessary to understand how preferences are formed. Preference formation depends
partly on attributes such as age, sex, income, and education. In this paper, we consider
how life experience influences preference formation.

In empirical studies, the Linear Expenditure System (Pollak and Wales 1969) and the
Almost Ideal Demand System (Deaton and Muellbauer 1980) have been developed to
analyze the demand system by using expenditure data. Extensions of these methods have
been elaborated to capture the aggregate demand system in the market. These approaches
are not aimed at analyzing preference formation. The work of Carpenter and Nakamoto
(1989) is more in line with our approach. They examined the reasons for the advantages
of pioneering products in market competition not only during the initial stage but also
during the maturing stage by focusing on the preference formation process.

In recent developments of marketing research, emotion is an explicit subject of focus.
Govers and Schoormans (2005) analyzed the mechanism for generating diversity in a
demand system and showed that the diversity of images of products is generated by
combining preference and personality. Xie et al. (2015) examined the difference in the
formation mechanism for preference between a local brand and a global brand and
showed that preference for the global brand is based on the presence of some special
attribute, while preference for the local brand is based on reliability and affection.

Jiménez and Voss (2014) examined the concept validity of emotion and appeal (EA).
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By employing this new measure, they showed that EA and self-concept maintenance are
related. Furthermore, they showed that willingness to pay is predicted by EA. Deshwal
(2015) focused on the role of emotions when a consumer purchases a product, and argued
that emotional marketing can be used as a tool for increasing customer base. Majeed and
Usman (2017) conceptualized how women respond to emotional advertisements, and
developed an ACE model, which is composed of appeal drivers (A), celebrity
endorsements (C), and emotions (E). A partial least squares structural equation modeling
analysis found that showbiz celebrities expressing the emotion of happiness make the
most effective ACE mix for influencing the consumption behavior of women.

In this paper, we consider preference formation mainly focusing on emotional factors
by analyzing a large dataset that includes information on experiences in life. Our approach
is different from that of Tirunillai and Tellis (2014), who extracted the key latent
dimensions of consumer satisfaction by using a unifying framework of unsupervised
latent Dirichlet allocation. In their approach, rich data on product reviews across 15 firms
in five markets over four years were used to reveal the evaluation of products, while our
approach uses rich data on the accumulation of life experiences and consumption to
examine preference formation. Our idea is that life experiences form an emotional
framework, which produces certain kinds of emotional responses to stimuli such as
advertisements or consumption experiences.

The composition of this paper is as follows. Section 2 presents a model of preference
formation focusing on unconscious processes in the brain. Section 3 gives an outline of
the rich data on life experience and presents the results of the analysis of the relation
between preferences and life experience. Section 4 discusses the implications of the

analysis for the formation of preferences for consumption.
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2. Model of preference formation
2.1 Importance of the unconscious

As Winkielman and Berridge (2004) argued, emotion is genuinely unconscious. They
showed in laboratory experiments that this implicit emotion causes emotional reaction
unconsciously. Preferences are, therefore, unconscious in the sense that implicit emotions
are generated as the result of experiences throughout life. Winkielman et al. (2005)
suggested that preferences are jointly determined by basic affective processes and basic
motivational processes, and a triggering affective stimulus can be unconscious. This
statement is important in the sense that basic affect interacts with motivation.

We can interpret the above statement in a marketing context. Figure 1 illustrates the
structure of a consumer’s decision making when he/she receives certain stimuli. The
affective process and the motivational process refer to unconscious thought processes
generated as the result of experiences in his/her life. The motivational process consists of
the motivations for pursuing reward and for avoiding punishment. Dijksterhuis and
Nordgren (2006) stressed the importance of unconscious thought in decision making and
argued that the precision of decision making improves by relying on the unconscious
unless any applicable rules exist. The reasoning behind this statement stems from “the
weighting theory”, which implies that some weightings are given unconsciously to stimuli
experienced, and the affective and motivational processes interact with each other with
these weightings (see Dijksterhuis and Nordgren 2006).

To illustrate this structure, we consider the example of an advertisement for a travel
tour. Huge numbers of advertisements for travel tours can be seen in daily newspapers
and magazines. It is expected that only rarely will consumers evaluate the price and

quality of a travel tour by checking every advertisement. Whether the consumers pay
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attention to the advertisement or not depends on some unconscious decision making.
When a consumer browses advertisements, some advertisement, such as one with a color
picture of a beautiful mountain, may stimulate unconscious affection, provoking the
consumer to check the price of the tour. Whether the consumer paid attention to the
advertisement depends on unconscious decision making, although the behavior of
checking price may stems from conscious thought. Checking the price is followed by
thinking based on some calculation rule, and an evaluation of the tour could be attained
consciously. However, it should be noted that one never evaluates a tour consciously
without raising some kind of affection, such as excitement, when receiving stimuli from
an advertisement.

In this paper, we hypothesize that unconsciousness is formed as the result of
experiences in life. For example, a consumer who once had an experience of positive
affection from beautiful scenery unconsciously seeks to repeat that experience, and
unconsciously responds positively to similar stimuli. This positive affection is a kind of
engine moving the consumer to check the advertisement with the picture of beautiful
scenery. In the next subsection, we formalize the process of preference formation. Then,

we examine the relation between experience and preference formation empirically.

2.2 Formal model of preference formation
In this subsection, we formalize the process of preference formation based on the

hypothesis that preference is formed through the accumulation of experiences in a life.

Denote an i-type experience by X; , and the utility of some item generated by experience

X; attimesby Ug. Thus, the utility is given by
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U, =U(ex(s)). 1)
The overall utility formed through the accumulation of experiences up to time t is denoted

by U.(®), and it is given by
U (%) = Zz @, (S)U (o] %, (5)), (2)

where @ (S) is the unconscious weight given to the i-type experience at time s, and I is

the number of types of experience.
In the empirical implementation, we introduce a linear regression model in which

preference is the explained variable and types of experience are the explanatory variables:

Ry =0+ B+t X +6;, =10

. (3
Where ij is k-type preference of individual j, @ and /J. are parameters to be

estimated, ¢;jthe error term, and n is the number of individual.

3. Empirical analysis
3.1 Data

For this analysis, | used a database compiled by the NTT DATA Institute of
Management Consulting, Inc., from the results of a survey of human behavior (value
judgments, experience in life, financial situation of the household, heath situation,
personal information, etc.). The survey was conducted from February 24, 2017 to March
13, 2017 and the questionnaire was distributed to 20,955 monitors, 15,794 of which
returned their answers (return rate, 75.4%).

The following is the basic information about the total sample. The male-to-female ratio

IS 60.2%. The average age is 51.4 with a standard deviation of 12.8. The average personal
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annual income is ¥3.87 million ($35,200) with a standard deviation of ¥3.73 million
($33,900). The average household annual income is ¥6.09 million ($55,363) with a
standard deviation of ¥3.90 million ($35,455). The proportion of university graduates is

50.7%.

3.2 Steps of the analysis

In the first step of the analysis, questions about experience are grouped into types of
leisure and cultural experiences. In this step, factor analysis by the principal component
method is repeatedly applied to these types of leisure and cultural experiences. In
Appendix 1, one example of a factor analysis by the principal component method is
shown.

In the second step, factor analysis by the principal factor method is applied repeatedly
to a large number of questions about preferences. The questions are categorized into four
groups: clothing, food, housing, and play. The results of the analysis are given in
Appendices 2-5.

In the third step, we examined the relation between experiences and preferences. After
examining the relation, we tried to increase its generality. For this purpose, we reduced
the number of variables representing the types of experience by applying the factor

analysis to the variables generated in the first step. The result is shown in Appendix 6.

3.3 Preference formation and experiences in life.
Using the variables on preferences generated by the factor analysis in Appendices 2-5,
we examine the relation between preferences and life experiences. We conducted

multivariate regression analysis and the standardized regression coefficients derived from
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the analysis are listed in Tables 1-4 and Figures 2-5. By comparing the values of the
standardized regression coefficients, we can determine the relative strengths of the

influence of experiences on preference.

3.3.1 Clothing preferences (Table 1 and Figure 2)
(1) Wasteful habit

Musical experiences, such as “music and art experience” and “Soul and Reggae”, have
a positive influence on wasteful habit. On the other hand, “friendship experience” and
“light religious” experience have a negative influence on wasteful habit. These results
suggest that “living for the moment” is promoted by music enjoyment and the “long-term-

view way of living” is influenced by friendship and light religious experiences.

(2) Preference for high quality

It is interesting that traveling for leisure has the strongest positive influence. Sensitivity
to high quality is improved by having intense experiences while visiting museums or
luxury hotels. Music and art experiences, photography experience, and social network
service (SNS) experience also have the positive influence on the preference for high
quality. This is interpreted as meaning that exposure to beauty or high-quality works
forms the preference for high quality, and SNSs stimulate conspicuous consumption. On
the other hand, leisure experience (including play within the house), light religious
experience, and friendship experience have a negative influence on the formation of
preference for high quality. These experiences also have a negative influence on

conspicuous consumption.
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(3) Ecology preference (i.e., preference for environmental friendliness)

Travel for leisure has the strongest positive influence on the ecology preference. The
second strongest positive influence is deep religious experience. Travel is a good
opportunity to experience the beauty and wonder of nature. Deep religious experience
also strengthens the reverence for nature. It is interesting that only traditional Japanese
music experience has a statistically significant effect on this preference. Traditional
Japanese music places high regard on nature, and the essence of the music stems from
harmony with nature. It is interpreted that this stance for nature increases the preference

for ecological options.

(4) Preference for frugality

Leisure experience (including play within the house) has the strongest influence and
exchange experience (such as meeting for promoting social human relation) has the
second strongest influence on the formation of a preference for frugality. The third
strongest factor is light religious experience and the fourth is club and friendship
experience. The common feature of these influences would be the experience of joy
without spending much money. The fifth strongest factor is family hardship experience,

which implies that spending a lot of money is not allowed due to the family situation.

(5) Casual preference (i.e., preference for casual style)

Light religious experience has the strongest influence on the preference for casual style.
Exchange experience has the second strongest influence. Exchange experience includes
leisure and travel with friends and social exchange with a neutral relationship. This could

be interpreted as meaning that neutral relationships make people casual. It is noteworthy
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that travel for leisure does not have a statistically significant effect on the preference for
casual style. This means that the preference for casual styles formed through neutral rather

than intense experiences.

3.3.2 Food preferences (Table 2 and Figure 3)
(1) Preference for gourmet food

The strongest positive influence is travel for leisure experience, and the second is SNS
experience. This implies that people form gourmet preferences as the result of excellent
food experiences during traveling. SNSs stimulate conspicuous consumption by

presenting photos of delicious food to the public.

(2) Natural preference (i.e., preference for natural ingredients)

The most interesting point here is the lack of a specific experience influencing the
formation of a preference for naturalness. Almost all the experiences except for
photography experience and SNS experience have a positive influence on the formation
of a preference for naturalness, and there is no negative experience. Among the
experiences, light religious experience has the strongest influence. This can be interpreted
as meaning that religion teaches us the importance of nature, which is deemed as a gift

from the gods.

(3) Preference for frugality
Leisure experience (including play within the house) has the strongest influence on the
preference for frugality in this context. Those who enjoy staying home have fewer

opportunities to eat excellent food and have less desire to enjoy good meals. On the other
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hand, those who seek to enjoy good meals through travel do not have a preference for
frugality. Deep religious experience, music experience, and traditional Japanese music
experience have a negative influence on the preference for frugality. These results imply
that a preference for frugality is formed when one has fewer opportunities to eat in

socially formal situations.

3.3.3 Housing preferences (Table 3 and Figure 4)
(1) Preference for firmness and stability

Concerning preference for firmness and stability, we try to interpret the results using a
different approach. In this category, we examine the experiences that have the strongest
influence on preference formation. Leisure experience (including play within the house),
light religious experience, exchange experience, friendship experience, Ballard music
experience, and supplementary school or club activity experience have the strongest
influences on preference for stability. One interpretation for this result is that the
preference for stability is formed through weak social interaction, and a moderate stance

toward community members.

(2) Preference for frugality

Bullying and poverty experience have the strongest influences on the formation of a
preference for frugality in this context. One interpretation for this result is that the
preference for frugality is not formed as the result of former experience, but arises from
the economic situation.
(3) Preference for high quality

Travel for leisure has the strongest influence on the formation of a preference for high
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quality housing. Travel provides a good opportunity for viewing excellent houses around
the world. The good impression produced by well-designed, high-quality houses remains
for a long time and forms the desire to build such a house. The high value of the

standardized coefficient for photography experience can be interpreted in a similar way.

(4) Preference for natural materials
Friendship experience, travel for leisure experience, club and friendship experience,
and photography experience all have a relatively strong influence on the formation of a

preference for natural surroundings. These experiences promote sensitivity to nature.

(5) Preference for used housing
This preference is similar to the preference for frugality. Bullying and poverty
experience have the strongest influence. One interpretation for this result is that this

preference is also formed from the economic situation rather than from former experience.

3.3.4 Preferences for leisure activities (Table 4 and Figure 5)
(1) Preference for outdoor activities

Exchange experience, club and friendship experience, and friendship experience have
a relatively strong influence on the formation of a preference for natural activities. One
interpretation for this result is that enjoying nature through social activities such as hiking

and camping promotes sensitivity to nature.

(2) Preference for frugality

Leisure experience (including play within the house) has the strongest influence on the
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formation of a preference for frugality in leisure activities. Those who know how to enjoy

themselves within house have less incentive to spend a lot of money on leisure activities.

(3) Preference for high quality

Travel for leisure has the strongest influence on the formation of a preference for high
quality leisure activities. Through travel, one gets to know various types of leisure activity.
By experiencing large variety of activities, it becomes possible to select the high quality
ones. Exchange experience can be interpreted in a similar way. Sophisticated leisure
experiences, including music and photo experiences, promote the formation of a

preference for high-quality leisure activities.

(4) Preference for indoor activities
Leisure experience (including play within the house) has the strongest influence on the
formation of a preference for indoor activities. Those who know how to enjoy themselves

within the house have less incentive to go outside.

(1) Preference for attending events

Exchange experience has the strongest influence, and club and friendship experience
has the second strongest influence on the formation of a preference for attending events.
Travel for leisure also has a relatively strong influence. These results are interpreted as
meaning that good and enjoyable experiences at various types of events are experienced
through social activity or travel.
(2) Preference for second hand play tools or media

Leisure experience (including play within the house) has the strongest influence on the
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formation of this preference. Those who know how to enjoy themselves within the house
have less incentive to spend a lot of money on leisure activities. For them second hand

play is good enough.

(8) Preference for firmness and stability

Friendship experience has a relatively strong influence on the preference for stability.
Compared to other preferences, the influence of experience is weaker. This means the
preference for firmness and stability is not formed through experience, but through social

CONsciousness.

3.4 Correlation of preferences among items

In Tables 5-7, the coefficients for the correlations of various preferences are listed.
The strength of correlation differs among items, but the pattern is similar for all
preferences. For example, “clothing and food” and “housing and play” have strong
correlations, whereas “clothing and play” and “clothing and housing” have relatively

small correlations.

4. Discussion and Conclusion

In this paper, we focused on unconscious thought processes that are formed through
experiences in life. Intuitively, we can expect that emotionally strong experiences have a
strong influence on the formation of unconscious patterns of thought, and preferences are
formed through the accumulation of experiences. The results of the empirical analysis are
consistent with this intuition and give us various insights into the mechanism of

preference formation. Firstly, it is important to note that around 60% to 80% of
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experiences are statistically significant in explaining the formation of preference, and the
number of significant variables increases when the preference is influenced by intense
experiences, as is the case for the preference high quality or ecological options. This
supports the intuitive idea that emotionally strong experiences have a strong influence on
the formation of unconscious biases.

Secondly, the correlation coefficients of preference among items suggest that
preference depends on the items, but the pattern of difference is similar among
preferences. This suggest that the possible differences in the strength of the relation
between experience and unconscious thought is different among items. Alternatively, it
might be possible that there are differences in the strength of the relation between

unconscious thoughts and preferences among items.
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Figure Captions

Figure 1 Structure of unconscious thought (color in print)

Figure 2 Standardized coefficients for statistically significant experiences (5% level):

clothing (color in print)

Figure 3 Standardized coefficients for statistically significant experiences (5% level):

food (color in print)

Figure 4 Standardized coefficients for statistically significant experiences (5% level):

housing (color in print)

Figure 5 Standardized coefficients for statistically significant experiences (5% level):

play (color in print)
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Tables

Table 1 Standardized coefficients for statistically significant experiences (5% level):

clothing
Wasteful | High Eco-
Frugality | Casual
habit quality | logy

Age -0.21 0.152 |0.359 0.126
Age squared 0.327 0.099 -0.247
Monetary assets -0.021 0.021
Personal annual income -0.033 0.051 -0.032 -0.034
Household annual income -0.03 -0.046
Male dummy 0.093 0.092 -0.044
High educational attainment -0.038 -0.025 |-0.016
Leisure experience -0.026 -0.041 |-0.026 | 0.112 0.128
Light religious experience -0.04 -0.036 0.059 0.151
Exchange experience -0.026 0.016 |0.08 0.135
Friendship experience -0.056 -0.035 0.089
Ballard experience -0.032 |0.022 0.033
Deep religious experience 0.024 0.031
Supplementary school or club

N ' 0.032 0.091
activity experience
Travel for leisure experience 0.072 0.049 |[0.016
Bullying and poverty experience 0.016 |0.041 0.044
Music and art experience 0.017 0.02 0.043
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Club and friendship experience 0.052 0.061
Western music experience -0.025 0.026 -0.022 0.034
Photography experience 0.035 0.025
SNS experience 0.015 0.044 0.032
Traditional Japanese music
_ 0.026
experience
Soul or Reggae experience 0.031 0.026 0.014
Family hardship experience 0.018 0.016 |0.047 0.025
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Table 2 Standardized coefficients for statistically significant experiences (5% level):

food
Gourmet | Natural | Frugality

Age 0.192 0.183
Age squared -0.048
Monetary assets -0.015 0.034
Personal annual income -0.052
Household annual income -0.04 -0.1
Male dummy 0.088 -0.099
High educational attainment -0.044
Leisure experience 0.097 0.131
Light religious experience -0.027 0.155 0.038
Exchange experience 0.139 0.036
Friendship experience -0.056 0.131 -0.032
Ballard experience -0.016 0.061 0.022
Deep religious experience 0.017 0.024 -0.025
Supplementary school or club activity experience 0.019 0.095 0.025
Travel for leisure experience 0.056 0.016 -0.022
Bullying and poverty experience 0.032 0.045 0.04
Music and art experience 0.033 0.044
Club and friendship experience 0.017 0.086 0.031
Western music experience 0.051 -0.042
Photography experience 0.023
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SNS experience

0.053

Traditional Japanese music experience 0.037 -0.026
Soul or Reggae experience 0.036 0.013 -0.024
Family hardship experience 0.043 0.037 0.03
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Table 3 Standardized coefficients for statistically significant experiences (5% level):

housing
High Second
Stability | Frugality Natural
quality Hand
Age -0.409 0.265 -0.18 -0.381 |-0.213
Age squared 0.694 -0.205 0.249 0.596 |0.26
Monetary assets 0.015 0.036
Personal annual income -0.04 0.05
Household annual income 0.044 -0.094 0.097 -0.016 |[-0.088
Male dummy 0.036 0.036 -0.018 |[0.037
High educational attainment -0.019 -0.035 -0.029 |-0.019
Leisure experience 0.127 0.102 0.022 0.026 |0.063
Light religious experience 0.138 0.04 0.019
Exchange experience 0.156 0.056 0.056 0.048 |[0.031
Friendship experience 0.121 0.083
Ballard experience 0.066 0.034 0.062 |0.065
Deep religious experience 0.027 0.056 0.057 |0.045
Supplementary school or club
N _ 0.105 0.05 0.049

activity experience
Travel for leisure experience 0.013 0.038 0.104 0.084 |0.064
Bullying and poverty

' 0.026 0.063 0.056 0.031 |0.086
experience
Music and art experience 0.05 0.019 0.053 0.048 |0.05
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Club and friendship experience | 0.083 0.025 0.017 0.089 |0.033
Western music experience 0.031 -0.032 0.039 0.037 | 0.055
Photography experience -0.024 0.098 0.072 |0.075
SNS experience 0.048 0.075 0.021 |0.031
Traditional Japanese music
_ 0.057 0.023

experience

Soul or Reggae experience -0.026 0.092 0.034 |0.072
Family hardship experience 0.044 0.023 0.025 0.055 ]0.032
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Table 4 Standardized coefficients for statistically significant experiences (5% level):

play
Out- High Second
Frugality Indoor | Event Stability
door quality hand
Age -0.673 | 0.156 0.257 -0.261 | 0.388 |0.215 -0.355
Age squared 0.972 |-0.157 0.309 0.294 |0.392 |-0.257 |0.442
Monetary assets 0.034 0.022
Personal annual
-0.026 -0.032

income

Household annual
-0.024 | -0.074 0.083 -0.091 | 0.055 |[-0.043 |0.045
income

Male dummy -0.022 | 0.046 0.068 0.034 0.081 0.075

High educational
-0.023 -0.021 -0.032 |[-0.02
attainment

Leisure experience 0.041 |0.092 0.065 0.177 [0.051 |0.131 0.031

Light religious

0.09 0.051 0.066 |0.061 |0.047 0.047
experience
Exchange experience | 0.135 |0.037 0.081 0.171 [0.02
Friendship experience | 0.111 0.052 0.019 0.049
Ballard experience 0.091 0.03 0.102 0.019
Deep religious

0.047 0.028 0.038 | 0.042

experience
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Supplementary school

or club activity 0.086 0.048 0.026 |0.08 |0.02 0.028
experience
Travel for leisure

0.055 |0.041 0.084 0.085 |-0.023 |0.036
experience
Bullying and poverty

0.039 |0.06 0.067 0.087 0.036
experience
Music and art

0.023 |0.021 0.043 0.076 |0.06 |0.027 0.029
experience
Club and friendship

0.137 0.023 -0.032 | 0.125
experience
Western music

0.019 |-0.037 0.076 0.087 |0.037 |0.056 0.033
experience
Photography

0.019 |0.022 0.072 0.033 [0.06 |0.022 0.034
experience
SNS experience 0.027 0.052 0.039 |0.018 0.022
Traditional Japanese

0.018 0.037 0.014 |-0.015
music experience
Soul or Reggae

0.019 |-0.018 0.045 0.068
experience
Family hardship

0.052 |0.036 0.016 0.036 |0.036 |0.038

experience
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Table 5 Correlation coefficients for a preference for a high grade experience among

items
Food: Play: High
Clothing: High [ Gourmet Housing: High |grade
grade preference | preference grade preference | preference
Clothing: High |1 539" 1117 .095™
grade preference
Food: Gourmet |.539™ 1 1137 115"
preference
Housing: High |.111™ 113" 1 480™
grade preference
Play: High .095" 115" 480 1

grade preference
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Table 6 Correlation coefficients for a preference for frugality among items

preference

Clothing: Food: Housing:
Frugality Frugality Frugality Play: Frugality
preference preference preference preference
Clothing: 1 484" 226" 202"
Frugality
preference
Food: Frugality |.484™ 1 233" 2177
preference
Housing: 226" 233" 1 460™
Frugality
preference
Play: Frugality |.202™ 2177 460™ 1
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Table 7 Correlation coefficients for an ecological preference among items

Clothing: Housing:
Ecology Food: Natural |Natural Play: Natural
preference preference preference preference
Clothing: 1 355" 219" 187"
Ecology
preference
Food: Natural ~ |.355™ 1 232" 3737
preference
Housing: 219" 232" 1 501"
Natural
preference
Play: Natural 1877 3737 501" 1
preference
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Appendices

Appendix 1 Principal component analysis of experiences during elementary school days

Leisure Leisure
Supple
through Indoor | through Club
mentary SNS
social leisure | community activity
learning
interaction relation
0.11
Shopping 0.649 0.075 0.224 0.128 0.002
2
Leisure in game 0.03
0.614 0.196 -0.114 0.072 0.25
center or bowling 2
Leisure in sport
0.14
spectating or 0.607 0.101 0.116 0.16 0.056
5
concert
Outdoor leisure
0.06
such as cycling or | 0.595 0.054 0.135 0.066 0.265
9
travel
Dining out and -
chattering with 0.477 0.199 0.181 0.179 0.161 0.03
friends 6
0.11
Enjoying music 0.421 0.379 0.2 0.234 -0.12
1
Reading manga or 0.00
0.054 0.657 0.319 0.112 0.133
magazine 6
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0.11

Playing game 0.106 0.64 -0.291 0.082 0.223
7
Watching TV or 0.06
0.243 0.569 0.111 0.148 0.094
DVD 5
Drawing manga or 0.04
0.054 0.562 0.19 0.099 -0.017
illustration 4
0.02
Playing card game | 0.231 0.35 0.197 -0.081 | 0.308
2
Having a good 0.02
0.19 -0.019 |0.61 0.043 0.21
time with family 4
0.08
Reading books 0.061 0.298 0.6 0.233 -0.004
1
0.02
Reading books 0.063 0.129 0.566 0.365 0.159
8
Indoor game such
0.178 0.349 0.445 -0.023 |0.353 0.06
as Chess
5
Enjoying -
community event | 0.202 0.046 0.326 0.171 0.543 0.01
such as festival 5
Outdoor playing | 0.025 0.129 0.271 0.028 0.561 0.07
4
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Supplementary
0.01
study at cram 0.085 0.056 -0.015 0.796 0.054
2
school
Taking lessen
0.099 0.062 0.178 0.714 0.148 0.01
class
8
Boys or girls 0.12
0.022 -0.048 |-0.191 0.231 0.647
scout 4
Mail, SNS,
0.081 0.022 0.036 -0.003 |-0.031 |0.8
Internet surfing
0.80
Smartphone game | 0.021 0.046 -0.004 -0.006 | 0.043
9
Note: Rotation method is the Equamax Method.
Appendix 2 Factor analysis of clothing preferences
Waste
High grade | Ecology Frugality Casual
preferenc
preference preference | preference | preference
e
Clothing gorgeous | 0.676 0.489 0.147 0.141 -0.054
Clothing hand
0.66 0.296 0.364 0.225 -0.013
made
Clothing new item | 0.622 0.389 0.243 0.2 0.054
Clothing imported | 0.616 0.476 0.204 0.176 0.02
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Clothing waste 0.584 0.42 0.153 0.166 0.04
Clothing advised | 0.578 0.264 0.228 0.153 0.131
Clothing old

0.557 0.229 0.392 0.209 0.073
fashioned
Clothing used 0.504 0.25 0.309 0.327 -0.029
Clothing urban 0.5 0.431 0.113 0.066 0.164
Clothing formal 0.487 0.442 0.199 0.074 0.05
Clothing bulk

0.486 0.217 0.302 0.323 0.051
purchase
Clothing high

0.413 0.692 0.111 0.037 0.017
grade
Clothing brand

0.339 0.681 0.142 0.093 0.035
oriented
Clothing specialty

0.355 0.555 0.182 0.109 0.142
shop
Clothing

0.215 0.506 0.326 0.302 -0.006
challenging
Clothing

0.136 0.399 0.364 0.312 0.096
independently
Clothing quality | 0.029 0.384 0.127 -0.098 0.229
Clothing

0.201 0.162 0.699 0.273 0.102
ecological
Clothing healthy | 0.099 0.164 0.659 0.222 0.209
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Clothing natural 0.089 0.067 0.628 0.167 0.234
Clothing domestic | 0.149 0.136 0.363 0.151 0.377
Clothing shopping

0.332 0.005 0.298 0.253 0.31
at local shop
Clothing discount | 0.012 0.031 0.118 0.666 0.194
Clothing

0.02 -0.18 0.05 0.569 0.281
reasonable price
Clothing point

0.121 0.233 0.262 0.544 0.091
system
Clothing mail

0.214 0.233 0.28 0.369 0.096
order
Clothing frugality | 0.194 -0.12 0.229 0.353 0.346
Clothing not used | -0.142 0.048 -0.084 0.06 0.617
Clothing simple -0.026 -0.121 0.191 0.203 0.567
Clothing real shop | 0.066 0.117 0.044 0.123 0.527
Clothing casual -0.053 -0.047 0.164 0.255 0.439
Clothing not bulk

0.241 0.135 0.17 0.112 0.421
shopping
Clothing stability | 0.019 0.156 0.152 0.047 0.315

Note: Rotation method is the Equamax Method.

Appendix 3 Factor analysis of food preferences
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Gourmet Natural Frugality Meat

preference preference preference preference
Food gorgeous 0.84 -0.036 -0.109 0.054
Food imported 0.794 0.054 -0.038 0.003
Food brand oriented 0.775 -0.009 -0.132 0.017
Food urban 0.755 0.065 -0.074 0.036
Food waste 0.751 0.026 -0.034 0.076
Food high grade 0.743 -0.021 -0.202 0.053
Food sociable 0.736 0.068 -0.081 0
Food eating out 0.726 -0.051 -0.012 0.142
Food challenging 0.632 0.102 -0.011 -0.034
Food mail order 0.622 0.187 0.102 -0.062
Food specialty shop 0.62 0.137 -0.136 0.049
Food ready-made meal | 0.609 0.136 0.164 0.031
Food junk food 0.604 0.079 0.234 0.083
Food independently 0.593 0.196 0.062 -0.14
Food convenience store | 0.545 0.123 0.21 0.051
Food ecological 0.544 0.324 0.113 -0.256
Food single 0.529 0.229 0.215 -0.125
Food not bulk purchase | 0.486 0.276 0.088 -0.095
Food bulk purchase 0.446 0.303 0.206 0.012
Food vegetarian 0.024 0.655 0.019 0.123
Food domestic 0.085 0.643 -0.045 0.014
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Food local purchase 0.163 0.589 0.141 -0.047
Food fish 0.078 0.589 -0.001 0.293
Food local production

0.251 0.583 -0.077 -0.125
and purchase
Food health 0.206 0.554 -0.025 -0.155
Food hand made 0.198 0.548 0.028 -0.004
Food real shop 0.032 0.521 0.144 0.176
Food with family 0.178 0.489 0.041 0.048
Food simple 0.208 0.475 0.23 -0.164
Food stability 0.111 0.443 0.067 -0.057
Food quality 0.076 0.405 -0.247 0.006
Food reasonable price 0.109 0.238 0.593 0.067
Food discount 0.167 0.304 0.552 0.044
Food frugality 0.203 0.408 0.403 -0.117
Food point system 0.352 0.276 0.381 -0.021
Food meat 0.108 0.41 0.103 0.44

Note: Rotation method is the Quartimax Method.

Appendix 4 Factor analysis of housing preferences

Used
Steady Frugality High grade Natural
preferenc
preference | preference | preference preference
e
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Housing not

0.564 0.151 0.158 0.05 0
used
Housing

0.467 0.071 0.007 0.118 0.009
stability
Housing

0.44 0.138 0.123 0.225 0.064
domestic
Housing

0.422 -0.002 0.217 0.135 -0.114
quality
Housing simple | 0.326 0.099 -0.058 0.182 0.192
Housing local

0.302 0.183 -0.004 0.228 0.175
purchase
Housing

0.111 0.752 0.043 0.038 0.073
discount
Housing point

0.07 0.59 0.118 0.084 0.016
system
Housing
reasonable 0.032 0.453 -0.156 0.009 0.268
price
Housing high

0.156 -0.031 0.532 0.073 0.017
grade
Housing brand

0.134 0.047 0.459 0 0.001

oriented
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Housing

-0.033 0.01 0.384 0.068 0.117
gorgeous
Housing

0.023 0.005 0.334 0.063 0.19
imported
Housing new

0.179 0.105 0.281 0.08 0.074
item
Housing urban | 0.16 0.055 0.27 0.048 0.133
Housing

-0.074 0.032 0.269 0.134 0.186
challenging
Housing

0.168 0.028 -0.015 0.603 0.089
natural
Housing

0.168 0.201 0.019 0.478 0
ecology
Housing hand

0.043 0.023 0.103 0.376 0.167
made
Housing old

0.097 0.009 0.106 0.348 0.235
fashioned
Housing

0.06 0.04 0.21 0.225 0.223
independently
Housing used | 0.068 0.107 0.007 0.069 0.309
Housing rental | -0.076 0.034 0.075 0.036 0.16

Note: Rotation method is the Equamax Method.

Appendix 5 Factor analysis of play preferences
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High

Natural | Frugality Indoor | Event | Used Steady
grade
preferen | preferenc preferen | prefere | prefere | preferen
preferenc
ce e ce nce nce ce
e
Play
0.545 -0.015 -0.016 0.029 0.085 |-0.033 |-0.006
natural
Play
0.525 0.064 0.004 -0.001 |0.121 |-0.074 |0.045
healthy
Play local
0.467 0.113 0.096 0.14 -0.002 |0.044 |0.042
purchase
Play
0.44 0.062 0.228 0.136 -0.006 |0.06 0.135
domestic
Play
0.381 0.044 0.052 -0.052 |0.002 |0.04 -0.014
morning
Play with
0.372 0.044 0.009 -0.072 |0.144 |-0.013 |0.001
family
Play
0.34 0.265 -0.065 0.168 -0.119 |0.064 |-0.003
frugality
Play not
0.291 0.087 0.294 0.144 0.089 |0.18 0.244
used
Play
0.285 0.016 0.055 -0.133 | 0.312 |-0.002 |-0.002
outdoor
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Play old

0.264 -0.005 0.122 0.158 0.002 |0.107 |0.011
fashioned
Play self-
improvem | 0.261 -0.017 0.125 0.182 0.083 |0.017 |0.02
ent
Play
discounte | 0.144 0.791 0.092 0.054 0.046 |0.042 |0.06
d
Play point

0.144 0.54 0.099 0.076 0.077 |0.074 |0.042
system
Play
reasonable | 0.222 0.47 -0.071 0.135 -0.039 |0.091 |-0.006
price
Play
brand 0.072 0.031 0.527 -0.023 | 0.04 -0.025 |0.039
oriented
Play high

0.074 -0.014 0.497 -0.003 | 0.055 |-0.045 |0.061
grade
Play

0.102 -0.004 0.391 0.078 0.052 |0.116 |-0.019
imported
Play

0.174 0.021 0.304 0.119 0.123 | 0.002 |0.005
urban
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Play new

0.12 0.055 0.281 0.134 0.173 |0.072 |0.075
item
Play

0.201 0.021 0.264 0.023 0.006 |0.02 0.528
quality
Play

-0.005 |0.026 0.232 0.144 0.24 0.062 | 0.008
waste
Play

0.152 0.076 0.093 0.456 -0.045 |0.062 |0.01
single
Play night | 0.064 0.083 0.112 0.41 0.2 0.049 |0.065
Play

0.067 0.07 0.029 0.349 -0.036 | 0.076 |-0.016
indoor
Play
independe | 0.182 0.002 0.128 0.255 0.155 |0.087 |0.044
ntly
Play event | 0.126 0.033 0.08 0.003 0.417 |0.013 |-0.047
Play
challengin | 0.088 -0.015 0.126 0.085 0.377 |0.032 |-0.01
g
Play

0.2 -0.01 0.125 0.005 0.355 |-0.007 |0.017
societal
Play used | 0.069 0.119 0.097 0.149 0.019 |0.61 0.023
Play

0.087 0.072 0.057 0.129 0.051 |0.322 |-0.006
rental
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Play

0.313 0.121 0.09 0.072 -0.075 |-0.02 |0.395
stability
Note: Rotation method is the Quartimax Method.
Appendix 6 Principal component analysis of experiences
Light Deep
Leisu Excha | Friend | Ballar
religiou religiou
re nge ship d
S S
experi experi | experi | exper
experien experien
ence ence |ence ience
ce ce
Indoor leisure after junior -
0.837 | 0.095 -0.066 | 0.064 -0.01
high school 0.045
Indoor leisure during -
0.827 | 0.019 -0.053 | 0.071 -0.013
elementary school days 0.072
Japanese pop after junior
0.535 | 0.086 0.266 |-0.172 |0.01 |0.019
high school days
Japanese pop during
0.522 | 0.114 0.332 |-0.177 |0.037 | 0.015
elementary school days
Light religious experience
during elementary school 0.061 |0.92 0.058 |0.091 |0.042 |-0.002
days
Light religious experience
0.045 | 0.917 0.092 |0.115 |0.063 |-0.005
after junior high school days
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Leisure through social

interaction after junior high 0.144 0.783 |0.001 |0.084 |0.008
0.029
school days
Leisure through social
interaction during elementary 0.018 0.572 |-0.027 0.013
0.063 0.079
school days
Travel with friends during -
0.137 | 0.167 0.527 |0.335 0.052
elementary school days 0.024
Travel with friends after
0.137 | 0.203 0.507 |0.347 |0.039 |0.053
junior high school days
Self--improvement in
community during 0.02 |0.14 0.073 |0.805 |0.108 |0.027
elementary school days
Leisure with family after -
0.088 -0.03 |0.794 |0.073 | 0.044
junior high school days 0.009
Ballard music during -
0.031 -0.003 [0.031 |0.865 | 0.031
elementary school days 0.037
Ballard and classical after -
0.059 0.023 |0.099 |0.861 | 0.057
junior high school days 0.041
Deep religious experience -
0.002 -0.002 | 0.032 |0.041 |0.885
after junior high school days | 0.016
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Deep religious experience

during elementary school -0.011 |0.015 |0.017 |0.042 |0.882
0.001
days
Supplementary school during
0.031 | 0.061 0.02 0.065 |0.051 | 0.032
elementary school days
Supplementary school after | - -
0.081 -0.027 | -0.102 0.047
junior high school days 0.043 0.025
Travel for leisure during -
0.058 | 0.001 -0.064 | 0.025 0.049
elementary school days 0.003
Travel for leisure after junior -
0.073 | 0.047 0.199 |0.075 0.051
high school 0.002
Bullying, violence, and
poverty after junior high 0.053 |-0.002 |-0.026 | 0.004 0.026
0.002
school days
Private distress during -
0.048 | 0.007 -0.009 | 0.007 0.035
elementary school days 0.002
Music and art after junior -
0.052 -0.018 | 0.084 |0.079 | 0.049
high school days 0.008
Music and art during
0.047 | 0.094 0.111 |0.189 |0.034 |0.079
elementary school days
Club activity during
0.017 | 0.134 0.143 |-0.173 |0.036 | 0.062

elementary school days
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Friendly connection after

0.019 |-0.002 |-0.066 |0.106 |0.117 |0.057
junior high school days
Western and classical music
during elementary school 0.001 0.024 |-0.033 |0.015 | 0.027

0.011
days
Western music after junior -

0.18 |0.125 0.175 |-0.017 0.016
high school days 0.006
Photography during -

0.013 -0.007 | -0.01 |0.018 | 0.071

elementary school days 0.015
Visual art photo graphic after

0.138 | 0.101 0.126 |0.157 |0.177 |0.105
junior high school days
Stage performance after - -

-0.027 | -0.077 |-0.035 -0.02

junior high school days 0.026 0.114
SNS during elementary

-0.05 | 0.014 -0.128 | 0.015 |0.012 | 0.021
school days
SNS after junior high school -

0.068 |-0.037 |0.076 |-0.01 0.001
days 0.122
Japanese traditional culture
during elementary school 0.009 |-0.006 |-0.035 |-0.007 |0.026 |0.032
days
Flower and tea ceremony

-0.04 |0.082 0.135 |0.213 |0.09 |0.08

after junior high school days
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Soul and reggae after junior -
0.054 | 0.024 0.128 |-0.035 0.017
high school days 0.014
Soul and reggae during
0.007 |-0.013 |-0.051 |-0.051 |0.029 |0.042
elementary school days
Hardship such as death of
family members or failure in
0.015 | 0.074 0.021 |0.028 |0.036 |0.037
exam after junior high school
days
Distress in family during -
0.02 -0.015 | 0.012 |0.047 | 0.04
elementary school days 0.028
Appendix 6 Principal component analysis for the experiences —continued-
Club
Supplement | Travel | Bullyin | Music Weste
and
ary school for g and and rn
friends
or club leisure | poverty | art Music
hip
activity experie | experie | experi experi
experie
experience | nce nce ence ence
nce
Indoor leisure after
0.051 0.026 |0.062 -0.009 | 0.057 | 0.154
junior high school
Indoor leisure during
-0.015 0.065 |0.059 -0.021 | 0.032 | 0.135
elementary school days
Japanese pop after
-0.004 0.104 |0.096 0.173 |0.017 |-0.354
junior high school days
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Japanese pop during

elementary school days

-0.032

0.101

0.076

0.264

-0.018

-0.221

Light religious
experience during

elementary school days

0.075

0.034

0.011

0.078

0.068

0.056

Light religious
experience after junior

high school days

0.07

0.013

-0.002

0.063

0.078

0.049

Leisure through social
interaction after junior

high school days

-0.01

0.098

-0.035

0.027

0.037

0.134

Leisure through social
interaction during

elementary school days

-0.08

0.398

0.013

0.132

0.017

0.116

Travel with friends
during elementary

school days

0.3

-0.061

-0.048

0.058

0.357

0.054

Travel with friends
after junior high school

days

0.265

-0.224

-0.052

0.045

0.368

0.054

Self improvement in
community during

elementary school days

-0.109

0.05

-0.002

0.109

0.084

-0.026
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Leisure with family
after junior high school

days

0.078

0.076

0.022

0.172

-0.146

-0.011

Ballard during

elementary school days

-0.024

0.011

0.054

0.044

0.012

Ballard and classical
after junior high school

days

0.021

0.008

-0.016

0.044

0.07

-0.007

Deep religious
experience after junior

high school days

0.044

0.049

0.029

0.048

0.032

0.017

Deep religious
experience during

elementary school days

0.018

0.034

0.032

0.053

0.062

0.017

Supplementary school
during elementary

school days

0.801

0.075

0.029

0.103

-0.177

0.053

Supplementary school
after junior high school

days

0.787

0.067

0.01

0.125

0.228

-0.035

Travel for leisure
during elementary

school days

0.053

0.805

0.026

0.017

0.066

0.031
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Travel for leisure after

0.093 0.777 |0.021 0.021 |0.07 0.033
junior high school
Bullying, violence, and
poverty after junior -0.009 0.021 |0.887 0.031 |0.008 |0.007
high school days
Private distress during

0.038 0.015 |0.863 0.043 |-0.021 |0.025
elementary school days
Music and art after

0.072 0.039 |0.036 0.823 | 0.013 |0.129
junior high school days
Music and art during

0.174 0.008 | 0.056 0.743 |0.015 |0.124
elementary school days
Club activity during

0.183 -0.014 |-0.002 |0.022 |0.758 |-0.006
elementary school days
Friendly connection
after junior high school | -0.202 0.223 |-0.007 |-0.002 |0.721 0.005
days
Western and classical
music during 0.016 0.097 |0.022 0.119 |-0.031 |0.771
elementary school days
Western music after

0.007 -0.013 | 0.023 0.13 |0.045 |0.73
junior high school days
Photo graphic during

0.002 0.08 0.047 -0.039 | 0.018 | 0.052

elementary school days
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Visual art photo

graphic after junior 0.114 0.002 |0.061 -0.128 | 0.006 0.178
high school days
Stage performance
after junior high school | -0.038 0.014 |0.026 0.245 |0.115 -0.112
days
SNS during elementary

-0.012 0.024 |0.016 -0.003 | 0.082 | 0.073
school days
SNS after junior high

0.022 0.087 |0.057 0.029 |-0.056 |-0.016
school days
Japanese traditional
culture during 0.029 0.039 |0.043 0 0.04 0.073
elementary school days
Flower and tea
ceremony after junior | 0.115 -0.006 | 0.004 -0.119 | -0.114 | 0.034
high school days
Soul and reggae after

0.031 0.06 0.028 0.054 |-0.003 |0.029
junior high school days
Soul and reggae during

-0.025 0.053 |0.063 0.039 |0.013 |[-0.125
elementary school days
Hardship such as death

0.073 0.001 |-0.065 |[0.02 |[0.014 |0.015

of family members or
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failure in exam after

junior high school days

Distress in family

during elementary -0.08 0.042 |0.127 -0.001 | 0.042 -0.004
school days
Appendix 6 Principal component analysis for the experiences —continued-
Japanese
Photo Soul or Family
SNS traditional
graphics Reggae hardship
experience | music
experience experience | experience
experience

Indoor leisure after junior high school | 0.022 -0.071 -0.075 0.054 -0.014
Indoor leisure during elementary

0.002 0.033 -0.033 0.112 -0.006
school days
Japanese pop after junior high school

0.116 0.266 0.099 -0.185 0.023
days
Japanese pop during elementary

0.106 0.174 0.127 -0.197 0.016
school days
Light religious experience during

0.036 -0.016 0.021 0.009 0.068
elementary school days
Light religious experience after junior

0.024 -0.007 0.034 0.002 0.062
high school days
Leisure through social interaction

-0.032 -0.078 0.029 0.073 0.017

after junior high school days
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Leisure through social interaction

0.128 0.022 0.051 0.018 -0.015
during elementary school days
Travel with friends during elementary

0.005 0.057 0.021 0.052 0.018
school days
Travel with friends after junior high

0 0.024 0.022 0.043 0.029
school days
Self improvement in community

0.022 -0.028 0.035 -0.046 0.046
during elementary school days
Leisure with family after junior high

0.051 0.016 0.14 -0.055 0.02
school days
Ballard during elementary school

0.027 -0.076 0.044 -0.005 0.026
days
Ballard and classical after junior high

0.031 -0.034 0.03 0.016 0.071
school days
Deep religious experience after junior

0.053 0.016 0.025 0.019 0.041
high school days
Deep religious experience during

0.052 0.004 0.059 0.035 0.044
elementary school days
Supplementary school during

0.028 0.011 0.059 0.005 -0.01
elementary school days
Supplementary school after junior

0.023 -0.001 0.063 0.006 0.01

high school days
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Travel for leisure during elementary

0.078 0.091 0.018 0.055 0.025
school days
Travel for leisure after junior high

-0.005 0.043 0.021 0.073 0.037
school
Bullying, violence, and poverty after

0.017 0.035 0.011 0.027 0.129
junior high school days
Private distress during elementary

0.061 0.039 0.035 0.055 -0.064
school days
Music and art after junior high school

-0.091 0.071 -0.049 0.054 0.016
days
Music and art during elementary

0.068 -0.042 -0.021 0.055 0.012
school days
Club activity during elementary

-0.038 -0.011 -0.016 0.019 0.029
school days
Friendly connection after junior high

0.131 0.035 -0.025 -0.013 0.055
school days
Western and classical music during

0.087 0.082 0.072 -0.002 0.017
elementary school days
Western music after junior high

0.019 -0.022 0.018 -0.101 0
school days
Photo graphic during elementary

0.807 0.16 -0.058 0.088 0.016

school days
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Visual art photo graphic after junior

0.588 0.06 -0.241 0.032 0.068
high school days
Stage performance after junior high

0.562 -0.096 0.429 0.14 0.033
school days
SNS during elementary school days | 0.086 0.789 0.056 0.116 0.022
SNS after junior high school days 0.049 0.75 0.028 0.078 -0.002
Japanese traditional culture during

-0.001 0.089 0.8 0.115 0.031
elementary school days
Flower and tea ceremony after junior

-0.119 0.022 0.63 -0.017 -0.014
high school days
Soul and reggae after junior high

0 0.034 0 0.817 0.012
school days
Soul and reggae during elementary

0.169 0.175 0.137 0.687 0.039
school days
Hardship such as death of family
members or failure in exam after 0.027 0.027 0.002 0.021 0.774
junior high school days
Distress in family during elementary

0.023 -0.011 0.018 0.02 0.804

school days

Note: Rotation method is the Equamax Method.
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7. #HE

7.1. Dimensions of Change within the Economics Mainstream

7.1.1 Meaning of efficient resource allocation

The efficient allocation of resources is the key guiding principle within the economics mainstream.
The message of “invisible hand” is that resources are allocated efficiently in markets through the
transaction of goods and services, assuming consumers seek to maximize their own utility and
producers seek to maximize their own profits. Efficient resource allocation is assumed to automatically
occur through market mechanisms without any human controls. In short, this key tenet of the
economics mainstream implies that selfish behavior lead to a harmonious situation through market
mechanisms. The economics mainstream has developed numerous mathematical models and derived
various policy implications based on this assumption of efficient allocation of resources in markets;
however, limitations of this principle have emerged in various real-world situations and policy
contexts such as income inequality and the global financial crisis.

The meaning of efficiency is also a target of reconsideration. Profit-seeking behavior and efficiency
are often seen as being connected, and this relationship has resulted in inhumane behavior such as the
exploitation of human and natural resources. The concept of efficiency excludes the emotional factors
that real human beings must confront. Human behavior is closely related to emotional factors such as
sympathy, joy, and anger. In addition, the effects of emotional factors on human behavior depend on
social structures such as culture, religion, and community. A key goal of economics is understanding
human behavior and to do this we must examine how social structures affect the relationship between
emotion and behavior. Efficiency is just one consideration in economic activities.

Because of this limitation of the economics mainstream, various new approaches have been pursued
by academic researchers to capture the nature of the new economy. Schumacher (1992, 1993) began
his argument by discussing the concept of “Right Livelihood” in Buddhism. He stressed the
importance of religious and spiritual values in utilizing modern technology. This idea is far removed
from the concept of efficiency in the economics mainstream.

Looking back to Adam Smith, however, we see that emotional factors were a crucial point of

consideration in economics. In the next section, we revisit his argument.

7.1.2 The Theory of Moral Sentiments and empathy

Eighteenth-century economist Adam Smith is called as “the father of modern economics” and is
known for the concept of the “invisible hand.” This concept represents the idea that the market works
to allocate resources efficiently via the price mechanism. From this great contribution to the
development of economic theory, he is often regarded as a founding figure in the development of

laissez-faire economic liberalism, which advocates extensive economic liberalization policies such as
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privatization, fiscal austerity, deregulation, free trade, and reductions in government spending in order
to enhance the role of the private sector in the economy.

Laissez-faire economic liberalism dismisses the moral aspects of economic behavior, and rather,
presumes that each individual behaves selfishly to maximize his or her utility. Behind this presumption
is the belief that market mechanisms ultimately lead to a pre-established harmony at an equilibrium
point. However, this belief can lead one to the mistaken idea that a collection of selfish individuals
produces no harm in society and that consideration of morality is not necessary. What is wrong with
this idea is that market mechanisms do not necessarily bring about equal income distribution.

The term “greedy capitalism” not only represents the unequal distribution of income, but also reflects
the immoral behavior of economic agents. Adam Smith recognized this aspect of market mechanisms.
Before writing The Wealth of the Nation in 1776, Smith published The Theory of Moral Sentiment in
1759. It is worth noting that Smith devoted much effort to revising this book until the end of his life.
In all, Smith published six versions of this book, which implies that Smith viewed The Theory of Moral
Sentiment as a serious and important work.

In his book, Smith included the concept of sympathy, which assumes that anonymous observers exist
in the economy. An essential part of his theory is that economic agents always act as if anonymous
observers were watching their behavior. If the behavior of an economic agent is judged by the
anonymous observers as being against certain societal norms, the agent loses his or her place of trust
in the society. This prevents the economic agents from behaving selfishly, and works to control

reckless profit-seeking in the market.

7.1.3 Economics of good and evil

Smith’s argument on economics started from his essential view of the market economy that moral
sentiment is the basic presumption required for economic agents in the market. After his death, the
parts of his theory concerning moral sentiment have been dismissed by economists until only recently,
and the role of market mechanisms in promoting efficient resource allocation, somewhat unfairly,
gained prominence in the economics mainstream. The lack of a moral component made it possible for
economists to build mathematical models, and the technical aspects of economic analysis developed
rapidly. However, the serious cost of ignoring moral sentiment in the market has become widely
recognized after the global financial crisis in 2008.

Responding to the increased awareness of the need for moral sentiment, critical arguments against the
standard neo-classical economic framework have been growing. Among them, Sedlacek (2012)
sharply criticizes the conventional approaches for understanding the essence of the economy and notes
the limitations of the conventional theories. His approach is quite different from the conventional ones.

He presents mythical stories that represent the essential features of the modern economy. He states
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that mathematical models are a kind of story and fable, in a sense that they capture essential parts of
the real world at a high level of abstraction. In the same manner, Greek mythology captures the essence
of life and economy and is often used to describe what it means to lead a “good life.”

Myths and fables always reflect some kind of value judgement. Similarly, even when a mathematical
model is deemed value neutral, it actually reflects certain value judgements on what is good and what
is evil. This is why we must discuss the nature of good an evil. In particular, it is important to consider
what constitutes evil. Why did people get angry about the behavior of the financial capitalists who led
the world economy into crises such as in the 1998 Asian financial crisis or 2008 global financial crisis?
In what way are they evil? The answer is that these capitalists manipulate transactions and pursue
strategies to gain huge monetary benefits while ignoring the fact that other people may suffer serious
harm because of their tactics. The main factor is the “degree” of their selfishness. In economic
activities, a certain level of social consciousness regarding the equality of distribution is required. The
degree of selfishness depends on the morality of the individual and his or her ability to have
sympathy—factors that are influenced by the prevailing philosophy in a society.

Economic theory assumes humans act as “homo economicus,” with no ethical requirements and only
economic concerns. This has allowed economists to develop methods for mathematical modeling. But
it has also prompted economists to dismiss ethical considerations in economic activities that do not fit
neatly into a model. Further, 18™ century philosopher Bernard de Mandeville tried to justify unethical
behavior by stating his view that an evil mind serves to vitalize the economy. His idea stems from
desire being a source of vitality and the existence of evil being unavoidable. The former reflects
humans’ innate psychological tendency for enjoying rewards; the latter reflects the biological variance
in humans’ innate ability to feel sympathy for others. By their nature, some persons are quite
insensitive to others’ sense of suffering from immoral and evil behavior. Some persons do not feel
sympathy toward those who are in trouble. As long as such humans continue to possess such a wide
range of innate psychological dispositions and life environments, it is natural that some individuals
will behave immorally and intentionally attack others due to greed and envy.

Although we acknowledge the role of selfish behavior in vitalizing the economy and society to a
certain extent, many people view the market as incapable of moderating excess selfishness. For
example, the speculative behavior of the dominant financial capitalists, which led the Asian economy
to crisis, could be blamed on selfish and unethical behavior. However, it is quite difficult to control
the speculative behavior of the dominant financial capitalist in the market by using legal means. Given
the inability to limit selfish behavior in the market itself, it may be more realistic for the government
to take policy actions to redistribute income from the rich to poor.

In addition, as is analyzed by Vitali, Glattfelder and Battiston (2011), top 50 control-holder of
transnational corporations occupies 39.78% of the total network control. This suggests that only small

number of transnational corporations are exerting their dominant economic influence on global
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economy.
Reflecting these facts, an Oxfam Report issued at the beginning of 2017 demonstrated that only eight
men control the same wealth as 50% of the world population®. Bill Gates alone owns $426 billion.
Furthermore, the assets of the 500 people will be turned over in the next 20 years, and $7.1 trillion to
their heirs, a sum larger than India’s GDP.

These facts make us to recognize the seriousness of the negative effects of globalization on the fair
distribution. Remembering the fact that the market mechanism has no power of redistributing income,
some policy actions are required to remedy these problems. However, it is quite difficult to exert some
policy measures to transnational corporation because of the difficulty of legislating internationally
common law. Only the measure would be the progressive income tax. Atkinson (2015) proposes the
drastic increase in the marginal tax rate for the highest income bracket in the progressive income tax
system with mentioning about preventing the rich people from transferring income to the tax heaven.
However, excess redistribution will harm the incentive structure of the economy. The aspiration to
become rich can act as a driving force for the poor to study and work hard. In this sense, “harmony”
can be seen as the critical concept for realizing a good society. The incentives of the rich and the poor
must be harmonized in society. This harmonization could be attained by the ethical and sympathetic
behavior of the rich and the diligent behavior of the poor.

Thus, a key question to ask is why rich people, many of whom are generally good people, often violate
social trust by behaving unethically. This dilemma is well illustrated by the issues of tax evasion and
tax havens, as discussed in the following section. This question requires us to analyze the

psychological structure of evil behavior.

7.1.4 The psychological structure of evil behavior

Behavioral economics has clarified aspects of the psychological structure that makes people behave
irrationally but systematically. Ariely (2008, 201) scientifically explains why people behave evilly.
One interesting set of experiments described by Ariely explains the psychological barrier to evil
behavior. The design of the experiments is simple. Undergraduate and MBA students at Harvard
University participated in the experiments. In the first experiment, the participants are required to solve
50 general knowledge questions in 15 minutes. Students are required to write the answer on a
worksheet, and then they must transcribe the answers from the worksheet to an answer sheet. Students
receive 10 cents per correct answer. In the second experiment, the students were asked to transcribe

the answers to an answer sheet on which the correct answers are printed slightly. Thus, it is possible

8 See https://www.oxfam.org/en/pressroom/.../just-8-men-own-same-wealth-half-world (date: Febraury
27, 2017).
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for them to cheat and fill in the correct answers for questions they initially answered incorrectly during
the transcription stage. Participants are required to submit both the worksheet and the answer sheet. In
the third experiment, participants are only required to submit the answer sheet, which means that there
would be no evidence for any cheating that occurred.

In the first experiment, it is impossible to cheat. Thus, this experiment gives us a true value of
participants’ score, which averaged 32.6 correct answers out of 50 questions. In the second experiment,
the average score increased to 36.2 out of 50. In the third experiment, the average score was 35.9 out
of 50. These results suggest to us that many people cheat but only to a small degree, and the level of
cheating is independent from the degree of risk of the cheating being discovered.

More interestingly, there were surprising results in an experiment in which the students were required
to read the Ten Commandments before solving the problems and were required to remember it during
the experiment. No one cheated in this situation even if there was no risk of being caught cheating.
This result suggests that people do not decide whether or not to cheat by comparing the risk of being
caught versus the potential benefit from cheating. People decide to cheat by talking to another side of
themselves in their own minds. If a person can persuade this other side of one’s self in his or her mind
by justifying the cheating, he or she will cheat, to the extent that the other side of his or her mind
allows it to occur.

This interpretation of evil behavior has never been incorporated into neoclassical economic theory,
including in areas such as the theory of tax evasion. For example, Allingham and Sandmo (1972)
analyze tax evasion behavior by comparing the cost and benefits of cheating. The cost of cheating is
dependent on the risk of the tax evasion being discovered and the penalty for the revealed tax evasion.
Thus, to reduce tax evasion, their model would imply a policy of increasing the expected penalty for
the tax evasion. However, the policy prescription derived from the experiments of behavioral
economics suggests that educating people about their obligation and responsibility to pay taxes for the
benefit of society is a more effective policy for reducing the tax evasion. The same logic can be applied
to the issue of tax havens. An effective method for reducing the use of tax havens would be the use of
messaging and propaganda describing how reducing tax burden using tax havens is immoral and
shameful behavior for a good citizen. In general, it is necessary to educate rich people about how the

rich should demonstrate social responsibility by referring to historical facts and lessons.

7.1.5 Capability approach

7.1.5.1 Key concepts of the capability approach

In the economics mainstream, the concepts of resources and efficiency are restricted to monetary
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values. For example, the definition of “the poor” is determined based on a monetary income level.
This limitation is crucial for understanding the structure of poverty and inequality. Sen (1979)
introduced the concept of capability in his Tanner Lectures on “Equality of What?”* to overcome this
limitation, and stressed the significance of individuals’ capability for leading valuable lives. The
capability approach aims to respond to the following questions and concerns.

(1) What factors determine the ability for a person to achieve value from one unit of resource or
money? In designing policies for constructing the welfare state, these factors should be outlined
carefully. For example, one concert ticket will increase well-being of persons with disabilities, but
only if the venue of the concert is accessible to them.

(2) Option value is important for an individual to improve their well-being during life. Option value
is closely related to freedom of choice, such as the right to receive a good education, the right to choose
one’s own occupation, and the right to freedom of movement and residence. These kinds of freedom
are types of capabilities.

(3) Strategies for addressing income inequality should incorporate capabilities for converting income
to well-being. Monetary income transfers from the rich to the poor should be bundled with

improvements in capabilities resulting from the transfer of income.

Capability depends on the social structure and should be used to maximize the value generated from
one unit of money. Key factors to consider from the perspective of building capabilities include:
(i) price systems and the cost of public services;
(i) infrastructure;
(iii) social security and safety net programs;
(iv) creation of an environment that increases the value of family relations; and

(v) education for improving life.

7.1.5.2 Policies based on the capability approach and economic implications

People’s well-being depends primarily on two factors: positive and negative happiness (Yagi 2016).
Positive happiness includes positive thinking and sense of attainment. Negative happiness includes
the sense of insecurity. Thus, well-being generated from one unit of income depends on the ability of
a person to increase positive thinking and sense of attainment while decreasing the sense of insecurity.
Social infrastructure and the social security system play crucial roles in improving well-being by
affecting positive and negative happiness. For example, the education system has a critical impact on
the development of positive thinking and sense of attainment. Learning and studying improve the
ability to do something and increase confidence, leading to a positive attitude about the future. By

improving the ability of individuals to work and study, it becomes possible to have a sense of
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attainment after putting forth effort toward a goal.

Elimination of infrastructure barriers for persons with disabilities improves positive thinking and
decreases the sense of insecurity. Barrier-free access allows persons with disabilities to visit various
places such as museums that enrich their lives. In such cases, one unit of income earned by a person
with disabilities generates a larger increase in well-being if it is accompanied by a reduction in barriers
to accessing public places.

This example can also be applied to persons without disabilities in a similar manner. Transportation
costs such as bus and train fares act as a kind of economic barrier to using public transportation and
accessing public places. Government-subsidized fares are a public expenditure that decreases barriers
and improves well-being by decreasing the cost of movement.

In this section, we discuss the economic implications of fare subsidies. Suppose that the marginal cost
pricing rule is applied as the pricing rule for transportation fares. The subsidy is paid to the public
transportation company, which decreases their marginal cost. The fixed cost to develop a public
transportation network is quite high, while the marginal cost for each additional passenger is quite low.
The typical example is a subway system. The initial cost is quite high because of the construction costs
and the purchase of expensive rolling stock. In addition, it is necessary to maintain the certain number
and frequency of routes according to a set timetable even when the number of passengers is small.
The economic implications of fare subsidies are described in Figure 7.1. When fixed cost is high and
marginal cost is almost flat, the average cost decreases as shown by the AC curve. The demand curve
is given by D. The marginal cost without subsidy is given by MCo. The marginal cost pricing rule
requires that the price is set at Po, and the quantity demanded is determined at Qo. Since the average
cost at Qg is ACy, the deficit is given by the area PoFE(ACo).

When the subsidy is introduced, the marginal cost curve shifts down to MC;. The marginal cost pricing
rule requires that the price be set at P, and the quantity demanded is determined at Qi. Since the
average cost at Q1 is ACy, the deficit is given by the area PiHG(AC:).

Depending on the shapes of the demand and the average cost curves, it is possible that the size of
deficit decreases after the introduction of the subsidy due to the decrease in the average cost. The
important point is that consumers’ welfare can increase because of the decrease in price and the

increase in quantity demanded, without a sharp increase in deficit, when the marginal cost is constant.
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Fig. 7.1 Effect of subsidizing transportation fares

It might be worth noting that the subsidy for public transportation not only improve the capability of
moving, but also vitalizing the community economy with introducing consumers into the town. This

re-develop the failing central downtown commercial environment.

Next, we examine education subsidies as means to improve capabilities. In particular, we discuss the
impact of a voucher system in education. When considering about the effect of a voucher system on
improving capability, the following aspects should be discussed carefully: (1) the properties of market
equilibrium with entry competition; (2) the children who will benefit from the voucher system (i.e.,
lower ability children or higher ability children); and (3) the policy implications of introducing a
voucher system.

First, we discuss about the properties of the market equilibrium. Not unlike the consideration of price
in the market, students choose a school considering the degree of difficulty to enter the school after
taking an entrance examination. Because the number of students admitted is fixed and limited, the
difficulty of the entrance examination increases as the quality of the school increases. In other words,
high-ability students are concentrated in high-quality schools, while the low-ability students are
concentrated in low-quality schools. This kind of competition gives school managers and teachers
strong incentives to improve the quality of school.

Second, we discuss the effects of a voucher system in education. A voucher is a kind of coupon ticket
used for the payment of tuition fees. The government provides students a certain value of vouchers

which may be used at any school in a designated area. In contrast with direct subsidies to schools, a
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voucher system subsidizes students pay tuition costs without distorting the market mechanism and the
market equilibrium. Epple and Romano (1998) conclude that voucher systems are beneficial for
high-ability students, while it is harmful for low-ability students. This result occurs because it expands
the quality gap between high-quality schools and low-quality schools through the peer group effect.
On this point, we need to mention about the possibility of positive correlation between the parents’
economic status and the ability of students. If it is true, voucher system has preferentially positive
effects on the students with relatively good economic environment, because supplemental education
costs for improving ability could be financed by the relatively rich families. This possibly works to
transmit the income inequality over generations.

Third, we discuss the policies needed to ameliorate the problems caused by voucher systems. Before
discussing these policies, we need to examine the peer group effect. If the social welfare improvement
from the peer group effect is larger in a school where both high-ability students and low-ability
students attend together, the widening school gap and the concentration of the same ability students
decreases overall welfare by decreasing the peer group effect.

However, whether or not the concentration of the same ability students is better is also expected to
depend on the efficiency of teaching. If different ability students study together, the level of teaching
must be set by the teacher at the level that allows the low-ability students to understand. On the other
hand, if low-ability students can learn from high-ability students in the same class, the peer group
effect is expected to be large. Thus, the net effect is unpredictable.

From these discussions, it is justifiable to propose a voucher system in a school district system so that
the quality gap among schools could be controlled to a certain extent, especially at the elementary and
junior high school levels. Learning together in a class with various types of students benefits both
high-ability and low-ability students.

When introducing a voucher system, policies are needed to counteract the potential for a widening
quality gap between schools. One example would be the allocation of high-ability teachers to the
low-quality schools. The important point is that we must maintain the opportunity for low-ability
students to study in good-quality school while also maintaining incentives for school managers to
improve school quality. These policies are necessary to improve capabilities through the education
system.

This reallocation of teachers is not easy in reality, because some private schools can afford to pay more
and offer far better educational environments for the high quality teachers. However, it is possible to
design a career path so that the high quality teachers who experienced low quality school could be
promoted preferentially in the long-run.

Finally, we mention about the success story of Finn’s education system, which is reflected by the
drastic improvement in PISA score. According to report from Smithonian.com, the key factor that led
the success is the equal quality of teachers who are highly trained in the government school with
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sharing the same national goals. By this policy, the differences in students’ quality is minimized

whether he or she lives in a rural village or a university town®.

7.1.6 Happiness studies

7.1.6.1 Development of happiness studies

One of the pioneering work in the field of happiness studies is Frey and Stutzer (2010). In their work,
they linked happiness and economics scientifically. For this purpose, they developed a methodology
for measuring quality of life by introducing findings from psychology.

The important contribution of happiness studies is to present an alternative method for measuring
utility. Psychological analysis clarified the difference between happiness and utility. For example,
money can provide utility but it cannot buy happiness. In conventional economic theory, utility is an
increasing function of income. Happiness is more complex than the concept of utility.

Yagi (2016) applied the Oxford Happiness Index to measure the degree of happiness using survey data.
A 29-item questionnaire was used to estimate the two principal component factors of happiness
(positive and negative happiness). Positive happiness represents the sense of achievement and negative
happiness represents the sense of anxiety. One interesting results of the study shows that the effect of
income on increasing positive happiness is not large, but income has a strong effect on reducing
negative happiness (i.e., the sense of insecurity).

In the next subsection, we discuss about the sense of insecurity in more detailed. This discussion
reveals several differences between Western and Eastern philosophies. That is, the concept of
happiness and the effects of feelings of insecurity are closely related to the prevailing philosophies

and life perspectives in society.

7.1.6.2 The sense of insecurity and happiness

The Buddhist economics advocated by Schumacher (1992) focuses on psychological aspects such as
anxiety, aspirations, and emotions that direct the economic activity of humans. The differences
between Buddhist and Western economics, respectively, are summarized by the seven key sets of
contrasting concepts: (1) No-self'® vs. self-interest; (2) minimize losses vs. maximize profits; (3)

minimize desire vs. maximize desire; (4) unfair markets vs. fair markets; (5) less weight on entity vs.

9 See http://www.smithsonianmag.com/innovation/why-are-finlands-schools-successful-
49859555/#thyzYWz8EIkyREZz.99 (Date March 1, 2017).
10 Tn Buddhism teaching, the supreme truth could be reached by forgetting self.
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importance of entity; (6) small is beautiful and less is more vs. big is better and more is more; (7) gross
national happiness vs. gross national product.

In this chapter, we propose that the characteristics of the Buddhist economics stated above can be
interpreted in Western economics. In particular, we focus on the first aspect of Buddhism, no-self, and
argue that the other key characteristics follow in line with this concept.

In the Western understanding, the concept of no-self is consistent with the notion of social welfare
maximization, in the sense that an individual’s utility might be sacrificed to maximize social welfare.
No-self is closely related to minimizing self-interest and desire. The optimal pattern of consumption
in Western economics is to maximize utility, but it is low consumption in Buddhist economics. The
goal of a low level of consumption is to allow people to live without great pressure and stress. This
kind of philosophy is not only friendly to the natural environment, but also beneficial for overall well-
being and reducing anxiety.

Mass production systems for profit maximization are rejected for various reasons in Buddhist
economics. Low consumption need be coupled with low levels of production. Mass production
systems violate the identity of workers since they divide labor into small pieces. Obtaining joy from
work is important in modern society and decreases the stress of working.

Pursuit of a high standard of living increases anxiety caused by income insecurity. Denying this pursuit
is good for decreasing the sense of insecurity, as long as the education of children is secured. The level
of education predicts the state of society and quality of life in the future. Controlling one’s own desires
and the ability to think about society with no-self requires education since education gives people the
ability to think about the many aspects of society.

In Buddhist economics, greater happiness is attained by decreasing the sense of insecurity. The sense
of insecurity can be decreased by accepting a lower standard of living in material terms limiting
material desires. Accepting a lower standard of living in material terms is related to the essence of the
philosophy on “nonattachment” that is expressed by the words*“you only lose what you cling to*%.”
Education is crucial for constructing a harmonious society in which the community works together for
mutual benefit. A harmonious society is sustainable when the concept of no-self is present since this

concept minimizes self-interest and conflicts of interests among members.

7.1.6.3 Accessibility of resources as a measure of happiness

In the discussion above, we argued that happiness cannot be measured using the level of materialistic
wealth. The negative side of happiness is affected by the sense of insecurity. The positive side of
happiness is related to positive thinking such as the sense of attainment. In this section, we discuss

11 The origin is not clear, but it is believed to be Buddha’s words.
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accessibility and happiness for persons with disabilities.

In general, “accessibility” is defined as the design of products, devices, services, or environments for
persons with disabilities; in other words, the "ability to access" and benefit from some system or entity.
By improving accessibility, the well-being of persons with disabilities improves because they have a
wider range of choices and freedom in life.

In the same manner, accessibility of resources is crucial for all persons, not only those with disabilities.
For examples, some areas of concern for accessibility of resources include high tuition fees for schools
such as universities, structural barrier to entering the market, institutional constraints on job
opportunity, collusion among companies in market transactions. The reasons why the poor are
unhappy relates to the accessibility of resources, especially when the accessibility of resources is
constrained by income level. There are many empirically testable examples. The right of moving, or
right of starting up new business is restricted by the income level. However, education would be the
most important example for the accessibility affect the well-being of the poor.

Connell (2013) sharply criticized the commoditization of education in the modern economy. In
principle, education should be a public resource that is accessible by all people. Education makes it
possible for all people to achieve something valuable, and can allow people to be free from poverty.
In this sense, education is regarded as a precious resource in producing happiness.

In reality, however, education is supplied in the market, the same as other commodities, and the
accessibility of education is limited for various reasons, irrespective of individuals’ willingness and
desire to study. For example, the accessibility of education in Japan was reduced by the erroneous
“relaxed education” policy of the central government. This educational policy reduced class hours for
core subjects such as mathematics and science in the elementary and junior high school curricula. To
access the limited number of university placement, students must take an entrance examination that
evaluates their academic ability. The relaxed education policy places students in relatively poor family
at a disadvantage in this competition because students in rich families can afford to pay for
supplementary education in the private market to make up for the lost instruction time in the core
subjects. Students in poor families cannot afford to pay for this.

It should be noted that the relaxed education policy had the effect of decreasing the accessibility to a
good education for economic reasons. Income inequality is harmful for many reasons, in particular
when it decreases the accessibility of resources such as education. Public policies should be introduced
to remedy this harmful effect of income inequality. In the case of education, government subsidies to
educational institutions and education vouchers have been the most important policy measures for
improving the accessibility of educational resources. These measures are monetary measures. The
lessons derived from the failures of the relaxed education policy tell us that the capability of accessing
educational resources should be realized during the compulsory education period. By building basic
academic abilities such as reading and comprehension during the elementary school period, it becomes
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possible for students to study subjects by themselves. Building this self-learning ability improves the
accessibility of a good education for students from poor families.

Improving the accessibility of resources enhances happiness by enhancing the sense of achievement
in areas such as education and business. Perceptions of fairness and equality should be based on the
state of accessibility of resources, not just measured in monetary terms. It is necessary to discuss why
low income is harmful. From the Buddhist economics perspective, low income is not bad in and of
itself because low consumption is good for society. However, if the accessibility of resources is limited
by low income, happiness can be depressed by eroding the sense of achievement. Thus, policies to
counter inequality should be developed so that the accessibility of resources is guaranteed for all
people. The accessibility of resources can be improved by a range of policies such as promoting fair
trade, prohibiting lobbying activities, reducing barriers for new entrants to the industry, supporting

small business, and eliminating unequal pay by gender, among others.

7.1.7 Issues arising from globalization and the paradigm shift from the West to the East

7.1.7.1 Structure of conflicts in the global economy

The conflict between the Western world and Islamic world has grown increasingly serious, without
any hopes for a resolution. To analyze the structure of the conflict at its root level, it is necessary to
understand the characteristics of Christianity and Islam. According to Kikuchi (2013), the three major
monotheistic religions (Judaism, Christianity, and Islam) started as religions of ruled or socially
disadvantaged people, including the poor. This fact helps explain how Christianity and Islam grew
rapidly to their current wide reach, and also how they are linked with wars. The ruled people had to
fight against their ruler to attain the freedom. In such situations, there are strong incentives for socially
disadvantaged people to cooperate because each person individually has relatively little power.
Christianity and Islam played important roles for socially disadvantaged people in various areas.

The most important role has been the redistribution of income, and providing assistance to the poor
and the sick. Since socially disadvantaged people make up the largest portion of society, especially in
highly unequal societies, these two religions appealed to a large segment of the people in various
societies. As of 2010, Christians comprised around 31.5% of the world population, and Muslims
around 23.2%.%2 In total, around 3.8 billion people are adherents to either Christianity or Islam, which
is a quite important fact. By definition, monotheism requires an absolute and supreme god, and the

logic of the monotheistic worldview is constructed based on a single unique god. For this reason,

12 See http://www.pewforum.org/2012/12/18/global-religious-landscape-exec/ as of 2016.
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monotheism cannot accept the god or gods of a competing religion. Otherwise, it is impossible to
maintain the authority of their own god.

In considering the root structure of the conflict between Christianity and Islam, the conflicts between
the ruler and the ruled, and between the rich and the poor are the crucial factors. Globalism increased
the disparity between the rich and the poor, not only at the country level, but also at the global level.
The relationship between the ruler and the ruled is defined not on a political level, but on an economic
level. There is no endogenous mechanism for redistributing income and attaining social fairness in
capitalism based on market mechanisms. “Greedy capitalism” has acted to destroy the trust between
developed countries and developing countries, and between workers and capitalists. The erosion of

trust enflames feelings of hostility, especially for people who are living in poverty.

7.1.7.2 Limitations of a global economy based on competition

Efficiency is logical concept, while fairness is a concept that is understood by using both logical and
emotional thinking. Emotional thinking is complicated in many ways. In response to stimuli, whether
a person feels good or bad differs among people. Once a person feels bad, it is difficult to change this
feeling by using logic. This implies that it is possible that a person gives higher weight to emotionally
acceptable matters. Efficiency is not emotionally important, but fairness and equality are. In other
words, efficiency improvements attained by competition are accepted logically only when they are
emotionally acceptable.

If we start from the above argument, then it is possible to understand why globalism cannot be accepted
by a large portion of the people in the world. It is true that the economic growth in developing countries
is spurred by the transfer of technologies and foreign direct investment from developed countries, and
this development improves living standards in monetary terms and convenience in life. On the other
hand, the development of a monetary economy makes people’s life more difficult in other areas,
especially for people who are poor in monetary terms. High volatility in employment opportunities
and inflation impact the lives of workers in urban area while income inequality expands. This worsens
the sense of fairness, which emotionally breeds a sense of resistance to capitalism and globalism.
The worst case arises when the trust in society erodes. In a society where the efforts to build trust are
neglected, the economy becomes inefficient. Workers are monitored by employers, and transactions
are based on contracts. Mutual assistance cannot be expected in communities, and only the public
sector is responsible for maintaining the living standards of the people. The psychological resistance
for committing crime is low if people are not emotionally connected. If people are educated to believe
that any actions are permitted unless the action is against the rules, there is a high cost to keep society
safe and comfortable because the concept of trust is ignored. In such a society, each member seeks to

maximize their own interests, tries to pinpoint legal loopholes to get an advantage, and must think
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about countermeasures against attacks from other members of the society. In some sense, this society
can be seen as a competitive society. However, the costs to compensate for the lack of trust increase
as the level of trust deteriorates. If unhappy workers are always seeking opportunities for sabotage,
the monitoring costs increase without limit.

On the other hand, in an economy where trust formation is a primary concern, it is possible to reduce
various kinds of cost. For example, if workers feel sympathy toward the goals of the president of the
company, feel that their work contributes to the development of society, and feel that others are
thankful for their contribution to society, the aspiration to work is improved. In this case, monitoring
costs are not necessary, and we can expect high productivity among the workers. Workers can be
creative when their aspiration for working is cultivated.

The final point to be discussed is the generalization of the above argument. The question is whether
the state of trust formation varies according to the layers of the society. There are various kinds of
layers in the society. Race and nationality would be a kind of layers. Employers and employees are
belonged to the different layers. Even when the trust formation is successful in one layer such as a
teamwork, there is no guarantee for the success of trust formation between the different layers. The
examination for the reason why making effort for forming trust would not be chosen in designing the

optimal strategy would be necessary.

7.1.7.3 Paradigm of the West vs. paradigm of the East

Although Western and Eastern philosophies have interacted with each other over their long history, as
discussed by Woodhill (2016), there still exists a sharp contrast between them. The paradigm of the
West is partly represented by the philosophy of Descartes, who claims that the essences of things are
found by decomposing things into their constituent parts. This is called “reductionism” and contributed
to the development of science. The structure of logic is deemed a core part of religion in Christianity.
The logic of God is the essence of the authority in the Christian world. However, since the authenticity
and justification of religion are rooted on the logic of Christianity, it became difficult to accept the
different logic of other religions, which led to the religious wars against the Islamic world. Conquering
other religion is justified under the logic of religion.

In contrast to the Western paradigm, the Eastern paradigm takes a more holistic approach. Eastern
religions such as Shinto place less importance on the logic of religion. Harmony with nature and
aesthetics are the main concerns of the Shinto religion. Because the role of logic is of less important,
Shinto is flexible in incorporating aspects of other religions such as Buddhism and Christianity. In
Japan, most people follow customs and habits rooted in the Shinto religion in daily life, but believe
Buddhism.

The point is that the importance of harmony and aesthetics in the Shinto religion give the Japanese a
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sense of holistic perception and recognition. Japanese people regard trust and cooperation as the most
important factors in economic activities, and economic competition is controlled so that the trust
within the community and society is not harmed. There is an income redistribution system within
society and the community based on the value of the Shinto and Buddhist religions. Mutual assistance
within the community is a natural part of life in Japan. Merchants deem trust as the most important
resource, and try to share the happiness among customers, producers, and society members. The most
prominent example is the merchants of the Oumi region in Japan. There, they follow the principle of

“Sanpo-yoshi,” which means that economic activities should benefit all stakeholders including
customers, producers, and citizens. Since trust is regarded as the most important factor in economic
activities in Japan, Japanese people do not find it necessary to enter contracts. This implies that the
cost of entering into contracts can be saved, and that the efficiency of transactions can be improved in
the long-run.

The holistic approach allows Japanese people to grasp things from various perspectives. Seeing
invisible things in the mind’s eye is an important characteristic of the Japanese way of recognizing
things. Reading between the lines is a basic concept when reading poems. Japanese writers have long
showed their excellence in using symbols and codes in their works such as The Man’yoshu (the oldest
Japanese anthology of poems) and The Tales of Genji. Noh uses quite sophisticated ways of expression
in the performing arts on the stage. The simplicity in expression developed through this long literary
history makes people imagine an expanded world that transcends time and physical space.

Key concepts in Eastern and Western metaphysics are summarized in Table 7.1. The concepts in the
table were proposed by the Organization of the Age of Sage, which | classified into categories. The
comparison is consistent with the discussion above about the categorization of essential differences
between the paradigms in the East and West.

Differences in the importance of the self generate the sharpest contrast between the East and the West.
In Eastern philosophy, the concept of “anatta” (no-self) is the ideal position of self, which leads to
certain implicit and explicit rules and habits within organizations. In Eastern cultures, achieving the
objective of the organization is viewed as superior to self-interest. The concept of sacrifice is more
easily accepted in Eastern culture. In Eastern philosophy;, it is possible for a person to attain individual
objectives only through achieving the objectives of the organization. If all members of the organization
believe this thinking, the costs resulting from various conflicts between member’s interests could be
reduced.

A key point to discuss on this topic is the incentive structure in organizations. Individual objectives
provide a single person with good incentive to work hard. For an individual to work hard to meet the
objectives of the organization, he or she must believe that the objective of the organization is his or
her own objective. This belief can be formed over the long run through education and training in
society.
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The second important difference is the status of recognition. In Eastern culture, regression, not
progress, is positively accepted, while only progress is given value in Western culture. Thus, the
coexistence with nature is a natural way of thinking in Eastern culture because regression toward a
simpler, more natural state is easily accepted by people for the sustainability of the nature in some
situations. In the Western way of thinking, nature is a subject to be conquered by human beings.
Seeking positive change is not always consistent with the sustainability of the nature, and can create
various kinds of costs in the long run.

Differences in the meaning of success affect the concepts of income inequality and poverty. In Western
society, income level is regarded as a measure of happiness to a large extent. In Eastern society, it is
believed that happiness is attained through the activities in a society, irrespective of the income level.
In Eastern culture, the concept of honorable poverty (living a humble and modest life) is valued. This
concept implies that a person needs more and feels more insecure as he or she has more material
possessions, and that mindfulness, not possessions, is what makes a person happy.

It is necessary to discuss why poverty is equated with misery in the modern world. In a world where
the monetary economy prevails, money is inevitably necessary for living. Poverty means the danger
of poor living conditions because money is necessary to keep a house and buy food. Therefore, we
need to consider a system in which a minimum living condition is secured. One candidate would be
the provision of public housing and food. Publicly maintained minimum sanitation and public
education should be guaranteed for all people of the world. For the financial sustainability of the
government, the problem of explosive population growth should be resolved. Child labor should be
restricted severely to allow for educational attainment.

After taking the necessary measures to address the poverty-related problems mentioned above, the
importance of income transfers by the government decreases. Once minimum living conditions are
guaranteed, income is not a necessary condition for improving well-being. Especially in the Eastern
culture, humble living is deemed a virtue, and low income is not regarded as shame. For people to live
happily in, human relationships are more important than money. In Eastern society, a system that
supports mutual aid and good human relationships is viewed positively, and the extended family gains

high importance in the society.

Table 7.1. Eastern and Western metaphysics

Category Estern society and culture Western society and

culture
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Importance of self Community orientation Individualism

Action priciple  Passive Value activity

Thinking style Contemplative Encourage diligence
Stance of Accepting of what is Seeking of positive change
recognition Hope of enjoying life through Hope for materialistic
Meaning of society success

success Wealth seen as resulting from  Wealth seen as resulting
Meaning of wealthgood fortune from effort

Cherish wisdom gained over  Cherish youthful vitality

Subject of years High value on material

cherishment High value on extended family pursuits

Source of value

Source: Age of the Sage.org

http://www.age-of-the-sage.org/philosophy/eastern_western _metaphysics.html

In conclusion, it is meaningful to rediscover the Eastern paradigm in science, arts, and international

politics. There may be some hints that help solve the problems facing modern society.

7.1.8 Innovation and cultural bases

What determines the value of innovation? This question contains profound meaning. Innovation is
based on a new concept that allows society to move in a new direction for the future. How are such
new concepts generated? Basically, new concepts are created by combining various factors that exist
in a holistic way. The key point is how the various existing factors are combined. These factors may
include culture, art, philosophy, technology, society, and religion. In cases where the degree of cultural
diversity is rich, the possibility of creating new concepts by combining the different cultural factors
increases. For example, to circle back to our earlier discussion, introducing Eastern culture into
Western culture can produce new concepts such as the concept of minimalism. The concept of
minimalism is closely related to Zen philosophy in the Eastern world. In Zen philosophy, “nothing” is
crucial and “nothing” is equal to universe. “Nothing” is the source of creation (Suzuki 2013). In Zen
dialogue, one can see much things from the simplest things. Once the unnecessary things are removed
from what we can visually see, the essence of the things appears. For Westerners, decoration is
important for expressing messages and intentions. In Zen philosophy, nothingness generates various
meanings depending on the mind of the person. Design based upon minimalism, such as the design of

iPhone, is continuously creating new meaning for the users.
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With innovation, determining the value of new concepts is a more complicated issue. It is possible to
propose some new concepts, but some may not be accepted by society and others may disappear after
only a short period. What are the conditions necessary for the new concept to influence the society at
a fundamental level? Emotional impact is a crucial factor for people affected by a new concept.
Emotional impact is affected by six factors—design, story, symphony, empathy, play, and meaning
(Pink 2006). Design implies that people are moved by shapes and colors, not by function. Story is a
message that appeals to consumers, in contrast to argument, which does not. Symphony grasps the
whole picture of the matter in the optimal manner. Empathy directly appeals to emotion and intuition
beyond logic. Play brings humor to business and products. Finally, meaning tells us the purpose of the
journey and suggests to us how our life should be.

In considering these questions, the quality of the cultural bases in society plays the critical role. The
cultural bases include the mixture of art, technology, philosophy, and religion. These are directly
related to spirituality and emotion, which are both drivers of people’s behavior. For example, Japanese
culture is partly based on Shinto religion and Zen philosophy, which value aesthetics, existence within
the universe, and coexistence with nature as important criteria for judgment. For example, in Zen
philosophy, the concept of the universe is intimately linked with the concept of void. Art is created
from the void. Zen philosophers state that artistic ability is the ability to see something from unwritten
things and to hear sound from silence (Suzuki 2013 109). Musician can create music by taking in
nature. Flowers, sky, mountains, sea, and stars inspire sounds to the musician whose mind is a void.
By setting the mind as a void, it becomes possible for the musician to be involved in nature. Art is a
kind of journey to another world. Humans recognize this world through the body, the mind and
intellectual thinking. Zen philosophers argue that intellectual thinking is a kind of obstacle for this
journey to another world. Artists should listen to the voice in their own minds or in their
unconsciousness by placing their body into nature to enter into the other world (Suzuki 2013).

In the Shinto religion, the concept of creation is a core issue. In many Japanese Shinto shrines, various
gods of creation are enshrined. Worshiping a god of creation is a ritual ceremony for expressing thanks
for creative and industrial activities. Through the ceremony, it is possible to gain inspiration for new
ideas and to become aware of the sacred importance of creative activities. For example, Imamiya
Shirin in Kyoto Prefecture enshrines the god of textiles. This Shinto shrine is located in the town of
Nishijin, where many companies in the textile industry such as weaving companies are located.
Festivals and ritual ceremonies in Imamiya Shrine play a key role in activating the community of
Nishijin and boosting the development of the region through the improvement of human networks.
Cultural activities, including religious festivals, can be viewed as important factors for creative
activities as they reflect the spirituality behind the culture. This spirit is reflected in technological
development. Technology that is highly esteemed based on aesthetic criteria has virtues not only in its
design but also in its efficiency. A typical example is Fukuda Metal Foil and Powder Co., Ltd. This
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company was founded around 300 years ago, and has been developing new materials based on a
traditional method for producing gold foil. For example, a surface treatment technique for new
materials such as copper powder was developed from the traditional methods. These arguments
suggest that we should deepen our understanding of the superior aspects of our own culture to design

new concepts and foster innovation.

7.1.9 Diversity through fusion

The fusion process is an important source of cultural diversity. For example, Asian civilizations were
strongly affected by European liberalism, nationalism and Marxism following the introduction of
European ideologies (Delanty and He 2008). On the other hand, the level of Asian cultural influence
on European culture is limited, although Zen philosophy has made inroads into various areas of
European culture.

In this section, we discuss about the mechanism of fusion among countries and regions. As shown in
Figure 2.2, culture is closely related to politics and economics and reflects the relative power between
the ruler and the ruled. In some eras, religions have been used as a tool for ruling countries, and the
different religions have influenced the politics and economy of the country by affecting the ruled
people, as in the example of Christianity in the Roman Empire. Religion also affects the moral
sentiment and trust formation in a society or community. In Buddhist philosophy, the concept of “no-
self” is crucial within organizations, and trust formation is related with “shame.” Individualism is less
important in Eastern countries. When Western philosophy swept into the Eastern countries, the concept
of individualism affected the people’s behavior, changed the rules and laws, and affected the market
structure in an economy.

The cultural fusion process is complicated and profound because the power structure between the ruler
and the ruled affects how different cultures are incorporated. The important point is that culture has

been developing through an ongoing fusion process by which various types of culture are merged.
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Diversity through fusion is accompanied by various types of societal conflicts. Different cultures may
affect the economic and social structures in society, as is observed in various developing countries
after the start of globalization. In these developing countries, the fusion process can potentially
overwhelm and extinguish the existing culture. If a new culture dominates the existing culture while
the structural changes in the economy and society are occurring, the degree of diversity may decrease.
This scenario is exemplified by the standardization of culture in the global economy.

Hill (1978) empirically analyzes the colonization of the culture by the development of globalization
by using the case in Thailand. He shows that the resilience of local culture can transform globalized
interventions, and the influence of the prior local cultural practice remain to be strong.

One possible hypothesis is that the market economy and the commercialization of culture conspire to
decrease the diversity of culture by dominating the local culture through the cultural fusion process.
If this hypothesis is true, devising a counter-policy to preserve the local culture is important for
maintaining the diversity of culture. On the other hand, it is possible that the differentiation of products
and services that reflect the local culture increases their value in the market as the standardization of
culture prevails. In this case, market mechanisms work to maintain cultural diversity, and public policy
solutions are not necessarily needed.

One business example of the success in diversifying culture would be “ameba” management advocated
by the former president of Kyocera company in Japan. This management system is based on small
‘team centred’ organisation characterized by the tree words, “accounting management by division,”
“developing human resource with management mind,” and “sharing the sense of participating to the
management by all the members.” Amoeba management is based on Japanese cultural norms, in
particular that of “toku (moral)” that emphasizes the importance of seeing the Kyocera philosophy as

a holistic entity (see Takeda, H., & Boyns, T. (2014)). Contrary to the western management philosophy,
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ameba management have been leading the way on flattening out hierarchical control in an organization.

7.1.10 The importance of emotion and meaning

Emotion is a crucial factor that drives people’s behavior. Haidt (2012) describes the key aspects of
emotion by highlighting recent developments in the research on emotion. First, we summarize these
key aspects of emotion based on his arguments.

In the conventional argument, represented by Kohlberg (1969), morality is built autonomously through
individuals’ experiences with danger and harm during early childhood. For example, children learn
how disordered behavior is unpleasant while waiting in line to swing on the playground.

Haidt expanded this argument, and contended that moral formation is influenced by cultural
environments as well. In a society where individualism prevails, the range of morally unacceptable
behavior is narrow. People believe that each individual has the freedom to behave as he or she wants.
On the other hand, in a society where people believe that everyone is a member of society and a
prosocial consciousness is viewed as being important, a wide range of morally unacceptable behavior
exists.

The important point is that emotion plays a crucial role in the formation of morals. Rational reasoning
comes after the emotional impact when people are faced with unpleasant or irreverent behavior.
Emotional intelligence is controlled in the brain by the ventromedial prefrontal cortex (vmPFC), and
rational decision making works through communication with the vmPFC. By using emotional
intelligence, humans can quickly make decisions using their intuition.

Based on this discussion, we can understand why emotion is crucial for forming social relationships.
People cannot be persuaded by rational reasoning. First, it is necessary to appeal to emotional
intelligence. Once a person is persuaded at an emotional level, they accept the rational reasoning. In
this sense, the words of David Hume are appropriate: “Reason is, and ought only to be the slave of the
passions” (Ainslie and Butler 2015). People often attempt to deny rational arguments if their emotional
intelligence cannot accept the argument.

When communicating with other people, humans collect emotional information through various ways.
In the field of evolutionary psychology, the patterns of the systems for exchanging emotional
information have been studied. Cosmides and Tooby (2013) state that the shift in focus from
knowledge acquisition to the adaptive regulation of behavior has brought about a new perspective in
psychology. For example, faces regulate social interaction and an initial look at a human face regulates
behavior by processing various information including emotional movement. Emotion-driven behavior
is evolutionally attained to self-protect and mate with other members of the society.

This argument is crucial when discussing the properties of an organization. Let us pose a question. In

what situation are members of an organization most emotionally sensitive? One answer would be the
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situation where members of the organization feel that some members behave out of self-interest. In
such situations, members may feel threat or risk emotionally, even when there is no explicit evidence
for the distrustful behavior. In this situation, it is hard to maintain good cooperation among members.
Thus, emotional factors can be seen as determining the state of cooperation in the organization. The
conflict in self-interest among members causes emotional conflict, and this could be the crucial
obstacle preventing cooperation within the organization. Emotionally, members of the organization
trust other members who do not care about their own self-interest and who pursue the aims of the
organization with no-self. In other words, the behavior of no-self is ideal in that the behavior could be
accepted emotionally be many members of the society in general.

The criticism for the behavior of acting with no-self is directed at the concept of motivation. As is
discussed deeply in Sedlacek (2012), an evil mind is a kind of energy source for making effort. In
many cases, no-self is linked with no effort, unless a person finds some sense of meaning in the
behavior. Emotion and meaning are closely related. Meaning can also work as a source of energy for
making effort due to emotional stimuli. Dirkx (2001) argues that the meanings we attribute to emotions
reflect the individual’s particular socio-cultural and psychic contexts, and that the process of making
meaning is essentially imaginative and extra-rational. Garland et al. (2015) empirically conclude that
if a person can enjoy positive features of the socioenvironmental context, which subsequently
motivates values-driven behavior, then it becomes possible to engender eudemonic meaning in life. In
such cases, feelings of happiness and motivation to put forth effort become consistent.

As is stressed by Berger (2011), it is important to understand the reality of meaning. The importance
of meaning depends on the emotional factors perceived by an individual. A musician recognizes
meaning as sound, a motion generated by the combination of waves. Waves of sound have their own
meanings. Melodic progression is a type of motion, and is generated by the combinations of waves.
By combining different waves, different meanings are given to motion, even when the waves
themselves are the same.

In the real world, each individual behaves in an individualistic manner. Society, however, is the
combination of behaviors of individuals. In music, each sound wave must be beautiful for their total
collection to be beautiful. In the same manner, each individual should be motivated by beautiful
meaning in their minds for society to be beautiful. The pattern of beauty, however, may vary depending
on the unique patterns and combinations of individual behavior. Depending on the tradition and culture
of each society, the pattern of beauty in societies differ, even when the motivation for behavior based
on beautiful meanings is similar. This is the diversity in fusion.

In music, reality is interpreted through emotional perception. In the same manner, reality in logic and
theory is also realized through emotional perception. Whether or not meaning is reality depends on
the strength of empathy. The important point is that the logic and theory should be constructed in such
a way that meanings are incorporated that appeal to empathy.
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In society, various systems are formed to cultivate empathy among members. Religious festivals are
an important example. People feel the divine through sacred ceremonies and learn about morality.
Through religious festival, trust is built among members, which is followed by the empathy. These
traits are then beneficial to society.

In sum, it is important to consider the social systems that give people meaning and foster profound
humanity and empathy. Employment systems should incorporate these properties. In the workplace,
empathy should be the dominant driving force for workers to perform well, and the competition should
be friendly competition based on mutual trusts. In this kind of workplace, workers can find beautiful
meaning in their work.

The existence of a company should be built upon meaning that flows from the empathy in a society,
not profit-seeking. Incentives based on profit-seeking will not be consistent with the interests of the
members of the society in the long run. Ultimately, profit-seeking motivation decreases the
sustainability of the companies in society. Public policies such as tax systems may play some role in
enlightening executives of companies and tempering the effects of profit-seeking behavior. In other

words, policies should be consistent with the beautiful meaning for the existence of the companies.

7.1.11 The meaning of mixture of religion

What happens when a religion meets with different religions? In the 6th century, Buddhism came to
Japan from India via China, Korea, and other south Asia countries. At the time, people in Japan would
have been surprised at the arts and culture related to Buddhism. We can imagine that statues of Buddha
and paintings related to Buddha's philosophy stimulated the creativity of the intellectual class in that
era.

Technologies were also transported from China and Korea into Japan along with Buddhism. Most
importantly, new knowledge from China and Korea were mixed with the knowledge existing in Japan,
which created new and different knowledge. Religion played an important role in this process. The
Shinto religion in Japan deemed aesthetics to be the critically important factor in designing everything.
Harmonization with nature is another essential aspect of Shinto. When combining Shinto’s spirit with
imported Buddhism (i.e., localizing Buddhist philosophy), sacred ceremonies, rites, festivals and
rituals past down from the ancestors of the community played an important role in this process. One
typical example is ancestor worship, which was a key feature of ancient Shinto. In Koshinto and Shinto,
ancestor worship is believed to have been practiced in the Jomon Period. Ancestor worship went along
with the concept of souls existing after death. On the other hand, Buddhism held that if people
cultivated sufficient virtue over the cycle of rebirth, they would finally reach enlightenment and
become Buddhas. The major philosophy of Shinto is the worship of nature and of the dead (animism).

Shinto also emphasizes a broader understanding of human life, souls, and the gods of one's ancestors.
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These beliefs might have affected the style of Buddhism rituals, and creative activities in the long
history of Japan.

The worship of ancestors cultivates morality in community and society because people believe that
their behaviors are always being observed by their ancestors. Worshipping nature sharpens the sense
of harmony with nature and improves the sense of aesthetics. Thus, the imported technologies
developed in a different manner in Japan, and the sophistication of technologies and culture advanced
in Japan. Knowledge creation originates in the communication between nature and God via ritual or
ceremony. Thus, ritual or ceremony improved trust formation in the community and society because
the goal of prayer was building the prosperity of the community and society. People prayed not for
their self-interest but for the safety and prosperity of others in their community and society. In this

manner, trust was formed, which later stimulated creative activities that are valuable for society.

7.1.12 Concluding comments

In this chapter, we discussed about the limitation of the traditional approaches in economics for
resolving some issues arising in the globalized society. Although the concept of efficiency has been
the core principle in analyzing economic phenomenon in the modern economics, it has been apparent
that the concept of fairness and justice are far more important concern for the most of the people in
the global society.

Fairness and justice will be the major objects of scientific study with employing various kinds of
scientific fields such as philosophy, psychology, moral science, neuro science, sociology, and so on.

In this sense, the direction of economics will be centered around the issue on humanity and spirituality.
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