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1. Introduction |

My work considers the intergenerational forma-
tion of continuous preferences. These are those
types of preferences that can reflect different in-
tensities, located in a convex subset of the real
line. Examples are the degree of altruism, the
intensity of preferences for leisure or for social
status, the patience (intensity), etc.; but notably,
they also contain continuous cultural traits and
concepts like the values, attitudes, (strength of)
norms and ‘continuous opinions’ that a person
adopts.

The representation of the socialization process is
based on the children’s social learning from the
observed role models for preference intensities in
their adult environment. Parents invest into active
socialization of their children since they obtain in-
tergenerational utility related to the preference in-
tensity that their children adopt. The socialization
measures they can take contain their choice of
behavior (the role model) and their weight in the
socialization process of their child.

The focus of the analysis is on the static charac-
terization of the parents’ Nash Equilibrium deci-
sions and on the resulting evolution of the contin-
uous preferences of the society.

‘ 2. Cultural Formation of Preferences |

Consider an OLG society populated by a contin-
uum of adults, a« € A, and their children. Assume
that all adults have available the same feasible
set of socio—economic actions, X C R". In partic-
ular, any typical element z € X Is the character-
istic role model for exactly one preference inten-
sity (P1). We will call this the displayed preference
intensity (DPI) of a choice of socio—economic ac-
tions z, ¢(x) € R. Thus, there exists a displayed
preference intensity function

o' X — R

where ¢%(X) then corresponds to the set of pos-
sible DPIs. We will denote the DPI of the socio—
economic actions of adult a € A in period t € N,
za(t) € X, as ¢(t) = ¢ (2a(?)).

The DPIs of the adults constitute the ‘observable’
role models from which the children socially learn.
Specifically, we let the PI that the child of a € A
in period ¢ adopts (and keeps in its adult period
t + 1) be formed according to a weighted average
between the DPI taken by its single parent, ¢%(t),
and the representative DPI of its general adult en-
vironment, ¢4 (¢), where A, :== A\{a}.

In this respect, we consider a finite partition of
the adult set, {4;}_,, and assume that the chil-
dren socially learn from the average DPls of these
subsets, denoted ¢ (¢), ¥J = 1,...,K. The
relative social learning weights that the children
have with the various subsets are represented by
{o.7(t)}}_,. We obtain

O4,(1) = Y 0us(t)¢, (1) € con ¢(X).
J=1

Finally, the weight that the DPI of the parenta € A
has in the socialization process of the child will be
called the parental socialization success share,
o,.(t) € |0,1]. We then obtain the intergenerational
preference formation rule as

balt +1) = Ga(t)P5(t) + (L — Ga(t)),(1).
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The adopted preference intensities of the adults
induce utility functions over choices of DPls in
con ¢%(X),Va € A, Vt € N

w (- |ga(t)) : con ¢4 X) — R.

These utility functions are single—peaked with
peak at ¢,(t), i.e. they are strictly increas-
ing/decreasing at all ¢%(¢t) € con ¢%(X) such that

Balt) < /> dalt),

3. Endogenous Cultural Formation of
Preferences

Parents can control the socialization process of
their children by choosing their DPI and investing
into their parental socialization success share.’
Their motivation to do so stems from the fact that
they also obtain an intergenerational utility com-
ponent. This is related to either the future choice
of DPI| and/or the adopted Pl of their adult chil-
dren. Assuming that parents expect their chil-
dren’s DPI choice to coincide with their adopted
Pl, both concepts coincide.

Parents can have different sorts of ‘socialization
targets’ for the adopted PI of their children. These
include (a) their desire that their children adopt
the same Pl as they (the parents) have, (b) en-
dogenous norms on behavior where their chil-
dren should behave according to the represen-
tative DPI of a subset of the adults, or (c) exoge-
nously fixed norms of behavior (e.g. imposed by
religious or ideological institutions).

Denoting the socialization targets of the parents
as ¢,(t) € con ¢*(X), we assume that these in-
duce intergenerational utility functions

v ( qga(t)) -con ¢4 X) — R

which are (again) single—peaked with peak ¢,(t),
thus strictly increasing/decreasing at all ¢,(t) €
con ¢4(X) such that ¢,(t + 1) < / > ¢a(t).
Representing the indirect cost function of the
choice of parental socialization success shares
with ¢ : 0,1 — R,, we obtain the parental opti-
mization problems as

max
(¢4(£),04(t)) €0*(X)x[0,1]

u (6218) 16a(t)) + v (@alt +1) |dalt) ) — ¢(5a(t))

These optimization problems induce sets of pairs
of parental best reply choices against the gen-
eral society’s representative DP| and subject to
their adopted Pls and socialization targets. Ab-
breviating any pair of best reply choices as
(¢2(t) (+) , 04(¢) (-)) and the resulting best reply lo-
cation of the adult child’s adopted Pl as ¢,(t +
1) (¢2t) (), 0alt) (~),¢ﬁa(t)), we obtain the best
reply characterization as in the figure below.?
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If the representative DPI does not coincide with
the socialization target, then parents always
countervail with choosing a behavioral deviation
from their adopted PI (into the opposite direction
as the deviation of the representative DPI from
the socialization target) together with a strictly
positive parental socialization success share.

‘ 4. Evolution |

The evolution of the tuple of adopted Pls under
Nash Equilibrium choices depends crucially on
what the parents perceive as their ‘socialization
targets’. In case that all parents want their chil-
dren to adopt the parents’ Pls (imperfect empa-
thy®), then the preferences of the society con-
verge to the same point. This is true for an ar-
bitrary distribution of initial Pls on the adult set.

In case that the adult set is partitioned into two
distinct cultural groups (see [3]), then this result
can never realize if the two cultural groups per-
ceive distinct intergenerationally fixed norms on
behavior. Despite initial assimilation, the groups
will have different preferences forever. This is il-
lustrated in the left graph of the figure below.*

If the socialization targets coincide with the av-
erage behavior of the own group (endogenous
norms on behavior), then a multitude of con-
vergence path types can realize. These con-
tain an intergenerational assimilation process to-
ward the same preference intensity point; an ini-
tial but incomplete assimilation, with steady state
Pls that are closer than initially; as well as in-
tergenerational dissimilation with steady state Pls
that are more distant than initially (this last case
IS illustrated in the right graph of the figure be-
low). Which of those patterns will realize depends
(among others) on the initial distance of the Pls.

Case dg — 09, CbH(O) — CﬁL(O) — 4 Case dg — 08, QSH(O) — QSL(O) =3
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These examples show that the present framework
can add to the understanding of empirically ob-
servable patterns of integration and assimilation
of cultural groups. This issue is among many
other potential applications to economic ques-
tions.
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In [3, 4], the children’s social learning weights with the unrelated adults were taken as exogenously given. An endogeneization is considered by [2] in a finite population setting.

%In the left interval of the figure (all intervals correspond to the set of possible DPIs), the context of the parent’s decision problem is depicted. In the right interval a corresponding best reply choice is stylized.

3This concept has been introduced by [1], who consider the (probabilistic) cultural transmission of discrete preferences, respectively cultural traits.

*In both graphs, the two cultural groups are denoted G = H(igh)/L(ow), where ¢y = 1 — ¢; denotes the population shares. The solid lines in the upper part of the graphs denote the DPI choices, and the dotted lines the adopted
Pls. The paths of the socialization success shares of the parents of group L are represented by the dotted lines in the lower graph of each case.



