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Foundations: Generalized Method of Moments (GMM)
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GMM vs. SMM (Simulated Method of Moments)
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Japanese Panel Survey of Consumers (JPSC)
JPSC (HBAEEICEIY /3R ILAD)
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Household Allocation
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Household Allocation
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Household Allocation
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Correlation with Wages
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Model

Uy = Eq Z 5W:utut CW,t7 lW,ta Ch) + 53&1(1 - Nt)UfI(CH,ta lH,ta Qt)

subject to
lj,t + mj,t + hj,t — ]. ] E {W, H}
Cw i+ CHrt T 9 = Wy My + Wy My ¢+ (L+r)a, —agq
> uy BFR IS BT BED Pareto weight )
> g,: Home production. q(hy 4, by 4, 9,) = (mhly, + (1 —m)h) ) g "

Preferences

J _
uw (Cj4: .00 G1) = 1— o7 \ 216t +a2t

«S{(g lw (_j_j)qu)lT?j

8/20



Model

Parameteric Heterogeneity
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Wage Process
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Limited Commitment

Mazzocco (2007) 5% |2, Limited Commitment & A
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GMM Estimation

TABLE 2
Estimates
I 11 11 v A% VI VII VIII X

Home production
y 0.682 0.676 0.647 0.650 0.682 0.667 0.682 0.678 0.606

(0.037) (0.036) (0.042) (0.042) (0.037) (0.038) (0.037) (0.037) (0.044)
7 (at sample mean) 0.459 0.462 0.471 0.471 0.456 0.464 0.459 0.461 0.487

(0.018) (0.017) (0.020) (0.020) (0.018) (0.018) (0.018) (0.018) (0.020)
Jo) 0.080 0.079 0.077 0.078 0.080 0.079 0.079 0.079 0.075

(0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002)
Preferences
oV 0.158 0.162 0.179 0.151 0.161 0.151 0.159 0.164 0.172

(0.052) (0.019) (0.022) (0.017) (0.055) (0.041) (0.052) (0.052) (0.0406)
ot 0.624 0.607 0.576 0.575 0.630 0.607 0.624 0.620 0.564

(0.039) (0.040) (0.067) (0.065) (0.039) (0.040) (0.039) (0.040) (0.049)
oz}” (at sample mean) 0.184 0.184 0.184 0.179 0.186 0.182 0.184 0.185 0.188

(0.015) (0.005) (0.007) (0.006) (0.016) (0.012) (0.015) (0.015) (0.019)
och (at sample mean) 0.259 0.255 0.241 0.257 0.258 0.259 0.258 0.255 0.253

(0.024) (0.012) (0.015) (0.014) (0.025) (0.020) (0.024) (0.024) (0.022)
oc{{ (at sample mean) 0.423 0.416 0.405 0.400 0.424 0.415 0.422 0.422 0.396

(0.021) (0.017) (0.026) (0.025) (0.021) (0.019) (0.020) (0.020) (0.023)
a}’V (at sample mean) 0.180 0.186 0.194 0.193 0.179 0.184 0.181 0.182 0.200

(0.012) (0.013) (0.025) (0.025) (0.011) (0.012) (0.012) (0.012) (0.015)

» U (AL) - (A1) Z AWVVT GMM HETE (X 1 > DfERIE Column )

> 0 <7 < 1 REFHBIIAEN. RENDEDER
KOFMENBEEZER (FEOAIDREZER). MIFRENEEDER

> ol > alV:
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GMM Estimation

TABLE 3
How preferences vary with the number of children

Number of children

0 1 2 3

af 0218 0.198 0.178 0.158
(0.018)  (0.016)  (0.015)  (0.014)
o) 0312 0.281 0.251 0.222
(0.027)  (0.025)  (0.023)  (0.022)
ay 0470 0.521 0.571 0.620
(0.014)  (0.013)  (0.013)  (0.013)
o 0452 0.435 0.418 0.400
(0.019)  (0.020)  (0.021)  (0.022)
o 0.197 0.187 0.177 0.167
(0.013)  (0.012)  (0.011)  (0.011)
off 0351 0.378 0.405 0.433
(0.012)  (0.013)  (0.015)  (0.017)

» FEHDOEHNLWNFE, NHBID preference o, :=1 — o) — o, B'E < R 2 1EA
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Decomposition of Relative Pareto Weight
1o(2o) = exp(peg o)
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What Drives Pareto Weight Changes?

Pareto weight

1 (at sample mean) 0.438 0.438 0.435 0.437 0.434 0.439 0.438 0.437 0.423
(0.008) (0.008) (0.011) (0.011) (0.009) (0.008) (0.008) (0.008) (0.008)
WW,0 —WH.0 0.404 0.407 0.419 0.414 0.401 0.401 0.404 0.405 0.495

0.027)  (0.023) (0.044) (0.043) (0.027) (0.029) (0.027) (0.027) (0.020)
Aww.10— Awg 10 0306 0285 0328 0286 0293 0287 0306 0307  0.403
(0.174)  (0.148) (0.256) (0.242) (0.170) (0.181) (0.174) (0.174)  (0.147)

Vo 0.028 0.027 0.028 0.028 0.028 0.027 0.027 0.028 0.024
(0.013) (0.012) (0.020) (0.020) (0.012) (0.013) (0.013) (0.013) (0.012)
20 0.338 0.328 0.342 0.374 0.439
(0.015) (0.016) (0.016) (0.021) (0.031)
Azyy 0.350 0.362 0.372
(0.012) (0.025) (0.033)
21,1 0.347 0.359 0.351
(0.016) (0.030) (0.039)
21,1-2 0.001
(0.022)
AZ1 141 0.023
(0.022)
2z x Kz <q1} 0.368
(0.026)
2 x g1 <z1r < q2} 0.503
(0.108)
21 x g2 <z1 < g3} 0.057
(0.309)
21 x Hq3 <z1r < qa} 0.187
(0.103)
21 x Hqa <z1} 0.290
(0.032)
z1: X divorce 0.340
(0.137)
Z1; X new child —0.051
(0.055)
z1; X wallet sharing —0.070
(0.030)
z1; X 1{indy #indy} —0.063
(0.037)

Notes: Standard errors in parentheses are computed by block bootstrap with 300 replications. The thresholds of z; in
column V are (q1.4>.43.q4) =(—0.224,-0.057.0.065,0.226).
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What Drives Pareto Weight Changes?

Column I: Model supports Limited Commitment

» Full Commitment x5t u; = 0 BAFEFAEIND

Column II-1V: Pareto weight is memoryless and no advance information

BED 2, DHDHE LTV B DD QL
1BEHIIC 21,6 = Azl,t T 2141 RDT, Azl,t d 2141 DZREHE L THNIT, memoryless
21 40 IFEETRLDT, memoryless Td 3 AIREIEN LY

Az DERTRVOT, FRIERIEEVAREED S L

vV v v VY

Column V: Household response to Large Shocks
» NL—=hD A MEREVWSIVD 2, <q,21, 29 DETICRELEAL
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What Drives Pareto Weight Changes?

Column VI-VII: Marital surplus reduce the response
> BRSO T BAEMEDMMAE (marital surplus) AN WE, NL— b T x4 O LA AT L
» BHBEE T 50y TILONL—bD x4 FDOZEILITKEL
» FEBHLDEINTIEDD DAY TILDOEIF/NT L

Column VIII-IX
» BFORRED DD 5 R2WVWEE, Bl eRB Tty Ta Tedad LaneuiFzn
> [BIROIETFED = L ié:‘,flffjc\@tﬂ I TN =T bOENMERES T IHNE
» HBOFEZF DAY TILFBHROIETFNEIMELS, /N — b T T4 FOEEHVNT L
» FA—EXTEC A Y FILIFERDOIFGIENME L, AL — b T T4 bDOELAVNE WIS

— WERBRITPORBR. BB IEXTEH DY TILIENAL— b7+ bOEA/NT W
— BRIJIEXTECIECTURI 7T REDKX )y bHAREVDTIF?
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Dual vs. Single Earner Households

_ T _ T
1o(Zo) = exp(fg Zo) p1(Z1;) = exp(py 214)
41— both work —-- only husband works - only wife works {0 — both work --- only husband works - only wife works
3 i
2_
1 4
0_ | T
0 2

» HESHFITEERFO/NL — T oA MIKSZSRIEISDENDH S
» ROADEKTHATIE, /NL—hrTzA FOHEL DA D D70
— ZAIOBHERFOhAHMEL (marital surplus & L)) Z & EBEEH
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Elasticities to Wages

TABLE 5
Elasticities

w.I.t. wy w.I.t. wy

Frisch elasticity of  Fixed = Varying u  Fixed ©  Varying

cw 0.201 0369  —0.086  —0.254
(0.026)  (0.032)  (0.017)  (0.022)
cx ~0.018  —0.199 0.890 1.070
(0.008)  (0.015)  (0.165)  (0.172)
tw 0988  —0.819  —0.086 —0.254
(0.060)  (0.056)  (0.017)  (0.022)
ty ~0.018  —0.199 —1.773  —1.592
(0.008)  (0.015)  (0.135)  (0.129)
hw ~1.430  —1.401 0.721 0.692
(0.091)  (0.092)  (0.101)  (0.101)
h 1.711 1.740  —2.420  —2.449
(0.303)  (0.303)  (0.298)  (0.298)
g 0.075 0.104 0.230 0.201

(0.013) (0.020) (0.032) (0.033)

» BEEBOEED R BEEOEED FREES5HRBEEZ B IE S

» IMBEDE®D FRICKARBEBEORME, NL—r Tz FEBEEZBLUIEMEISAIATV
— NL—hrDxA b5 R2BZ T, BDORBEBNRERN TEEEND
— SEEDRKICEBEEOES LENNL — Uz A 2B L TEE
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x 8

JPSC (Japanese Panel Survey of Consumers)

» RENDEE, KRN ICE T 35770 T —X

» REERID gender assymmetry % B8 EIEATEE
GMM

» READHEE, KEERDICEAT2E—X Y FEEZHAVT GMM #E

» ZLDNTA—REZLEENICHETFERIBETH D, Limited Commitment €7 )L DIREEH FIEE
Limited Commitment Model

» BEBEODELSZHICISCT/NL— T 1 SHEL
» FEEDO X)W FDO—DTHB) RITHEEHRENIC LHER TNV & ERER
— HEEMRE THNITEEDODESN At L THHEECRBRRBZHIEF TS5
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