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1 Introduction

Search Models of the labor market are widespread and in�uential.1 However,
they often ignore that labor market decisions are taken at the household level
and not at the individual level.2

Recent works have started to realize the importance of this omission. Al-
brecht, Anderson and Vroman (2010) and Compte and Jehiel (2010) focus on
search by committe. Dey and Flinn (2008) [DF] and Guler, Guvenen and Vi-
olante (2010) [GVV] are speci�cally concerned with households and labor market
search. They both assume a unitary model of the household and show that the
household search models generate di¤erent decisions with respect to individual
search models when agents are risk averse.
If the theoretical importance of the presence of the household starts to be

accepted and understood, the empirical relevance of this feature is much less
studied and investigated. DF is the only paper estimating an household search
model to assess an empirical issue (the importance of employer-provided health
insurance). Do the estimation and calibration of search model of the labor mar-
ket that ignore the presence of the household imply a relevant and signi�cant
mispeci�cation error? Would the estimates be very di¤erent and the policy
implications be signi�cantly a¤ected if the mispeci�cation error were to be re-
moved?
The focus of this paper is exactly on evaluating the empirical relevance of

ignoring the household when estimating search models of the labor market.
After developing an extended version of the model considered by DF and GVV,
we estimate the model on the 2001-2003 panel of the Survey of Income and
Program Participation (SIPP). The estimated model allows for on-the-job search
and for labor supply decisions. The inclusion of the intensive margin of the labor
supply in the model is rare in the search literature3 but we believe it is important
to better describe the behavior of partners within the household, in particular
women.
We evaluate the importance of considering that decisions are taken at the

household level as follows. First, we show if and how the estimated structural
parameters are a¤ected. Second, we perform a speci�cation test to evaluate if
the fact that agents take decisions at the household level has a signi�cant impact
on the optimal decision rules. Finally, we choose a popular and important
empirical application to show how results are a¤ected by assuming household
search.
The empirical application we choose is lifetime inequality. There is a large

empirical literature on income inequality focusing on dispersion in cross-sectional
distributions of individual wages and earnings.4 A typical analysis compares lev-

1For a survey of the theoretical literature, see Rogerson, Shimer and Wright (2005). For
a survey of the empirical literature, see Eckstein and van den Berg (2007). A very popular
framework used as reference point for most of the macro literature is Pissarides (2000).

2For example, all the works mentioned in the exhaustive surveys cited in footnote 1 assume
individual (single-agent) search.

3Exceptions are Blau (1991); Bloemen (2008) and Flabbi and Moro (2010).
4For surveys see Levy and Murnane (1992) and Katz and Autor (1999).
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els of inequality in a certain year or month conditional on a set of economic and
demographic characteristics such as schooling attainment, labor market expe-
rience, age, gender, or race. This approach has two main shortcomings. First,
measures of inequality based on cross-sectional distributions, while informative,
can di¤er markedly from lifetime measures of inequality. Second, focusing on
individual earnings and wages often ignores that most individuals live in house-
holds that pool resources.
Empirical works that focus on mechanisms insuring individuals against risk

have traditionally attempted to address both concerns. They focus on consump-
tion and household-level variables and study how di¤erent types of shocks may
impact the individual position in the inequality distribution.5 However, they do
not allow for wage and employment mobility as a result of optimal individual
behavior. This is the route taken by authors estimating search model of the
labor market to provide lifetime inequality measures.6 However, these contribu-
tions maintain the standard assumptions of search models of the labor market
and they ignore the household.
For these reasons, we think the approach we use in this paper - developing

and estimating an household search model able to take into account both optimal
mobility and household level decisions - will generate an interesting application.
By estimating the model, we will able to compute lifetime inequality measures
that we can compare with cross-sectional measures. By looking at household
search, we will be able to compare individual-level inequality with household-
level inequality. All these comparisons can be done in an equilibrium context
since we will be able to estimate the structural parameters of the model.
We estimate the parameters of the model using the method of simulated

moments in conjunction with data from the 2001-2003 panels of the Survey of
Income and Program Participation (SIPP). The SIPP is the appropriate data
set for this analysis since it collect monthly information on labor market activity
and links detailed spousal labor market information across time.
As a result of our analysis, we conclude that ignoring the household in stan-

dard search models of the labor market has relevant empirical consequences on
some variables. Speci�cally, ignoring the household leads to estimate gender dif-
ferentials in average wage o¤ers for full-time jobs that are three times larger and
gender di¤erentials in lifetime earnings inequality two and a half times larger.
The plan of the paper is as follows. In Section 2 we develop the model

of household search. Section 3 includes a discussion of the data source and
presents some descriptive statistics. In Section 4 we discuss identi�cation and
estimation of the model. Section 5 contains and interprets the estimates of
model parameters. In Section 6 we use our parameter estimates to simulate

5Early and in�uential contributions are: Shaw (1989) and Blundell and Preston (1998).
Recently, the macro literature is also addressing similar concerns looking at the di¤erence be-
tween income and consumption inequality, for example Krueger and Perri (2006) and Heath-
cote, Storesletten and Violante (2008).

6Flinn (2002) is the �rst contribution in this literature. Flabbi and Leonardi (2010) is a
more recent one. Bowlus and Robin (2004), while not estimating a search model, are similarly
concern to obtain optimal mobility and they do it by developing and estimating an innovative
non-stationary model of job mobility.
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lifetime inequality and we compare the results form the individual search and
the household search model. A brief conclusion is provided in Section 7.

2 Model

We discuss two versions of the model: a simple version and an extended ver-
sion. The simple version states the main equilibrium results and propositions
and o¤ers a better environment to understand the intuition behind them. The
extended version is the version of the model that will be estimated. It adds
heterogeneity between the spouses and includes additional features relevant to
�t the data and to provide richer counterfactual experiments.

2.1 Simple Version

2.1.1 Individual Search Model

Environment The simplest possible environment for a search model of the
labor market in continuous time is characterized by four elements: a rate of
arrival of job o¤ers obeying a Poisson process (�), an exogenous distribution
of wage o¤ers (F (w)), an instantaneous utility function (u (c)) ; and a discount
rate (�). We additionally assume that consumption is the sum of non-labor and
labor income (c = Y + w) and that there is no saving or borrowing. We also
assume no �ow cost of search.

Value functions The stationary assumption allows to write the model recur-
sively using value functions for each state in which the individual agent may be.
If the agent is employed, the job lasts forever and therefore she will receive no
shock. The value of being employed at a given wage will then simply be the
corresponding discounted instantaneous utility:

�V (w) = u (Y + w) (1)

When the agent is unemployed, she will receive shocks (the job o¤ers) and
therefore we have to add the option value of changing labor market state to the
instantaneous utility while unemployed:

(�+ �)U = u (Y ) + �

Z
max fU; V (w)g dF (w) (2)

The option value is the expected value of searching: an agent receiving a job
o¤er decides if accepting the job o¤er or not comparing the value of the current
state with the value of being employed at the job (maximizes over fU; V (w)g).

Equilibrium Given this characterization, the optimal decision rule is straight-
forward to obtain: the value of employment is continuous monotone increasing
in the wage while the value of unemployment does not depend on a speci�c
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wage. Therefore there exists a wage (the reservation wage) at which the agent
is indi¤erent between the two states. We denote it by w�:

w� : V (w�) = U (3)

Her optimal decision rule will simply be to accept any job o¤er carrying a wage
higher than the reservation wage and reject otherwise. This optimal decision
rule is incorporated in the value function as follows:

�U = u (Y ) + �

Z
w�
[V (w)� U ] dF (w) (4)

We can now propose the following:

De�nition 1 Given

f�; �; u (Y + w) ; F (w)g ; u continuous

an individual search model equilibrium is a set of values

V (w) ; U

that solves equations (1) and (4).

2.1.2 Household Search Model

Environment The household search model maintains the same general struc-
ture of the individual search model but adds the household. Households are
composed of two agents sharing and maximizing a common utility function and
pooling income (unitary model of the household). Each member of the house-
hold belongs to a di¤erent type and there a total of two types in the economy.
The types are relevant because all the individuals belonging to the same type
share the same structural parameters while this may not be true across types.
In estimation all the structural parameters with the exception of the discount
rate are allowed to be type-speci�c but in discussing the theoretical model we
impose that the two types share the same structural parameters. Conforming
with the data we will use in estimation, we call individuals belonging to one
type wives and to the other type husbands. Wives�parameters are denoted by
the subscript W and individuals belonging to the set of wives are indexed by i.
Husbands�parameters are denoted by the subscript M and individuals belonging
to the set of husbands are indexed by j.

Value Functions The value functions are de�ned at the household level.
When both household members are employed, the household receives value:

�V (wi; wj) = u (Y + wi + wj) (5)
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When one of the two member is unemployed (say, the wife), the household
is subject to one job o¤ers shock:

(�+ �)T (wi; 0) = u (Y + wi) + �

Z
max fT (wi; 0) ; V (wi; w) ; T (0; w)g dF (w)

(6)
When both members are unemployed, the household is subject to two job

o¤ers shocks:

(�+ 2�)U = u (Y ) + �

� R
max fU; T (w; 0)g dF (w)+R
max fU; T (0; w)g dF (w)

�
(7)

All the equations are trivial generalizations of the corresponding equations
in the individual search model with the exception of equation (6). Equation (6)
shows the added margin implied by household search. Since the reservation wage
of one spouse potentially depends on the reservation wage of the other spouse,
it is possible that a wage that was acceptable to, say, a wife when the husband
was unemployed becomes not acceptable when the husband is employed. As a
result, equation (6) shows that the household is not maximizing simply over the
current state (wife employed, husband unemployed) and the usual alternative
(wife employed, husband unemployed) but also over a state in which the husband
accepts the job o¤er and the wife decides to quit her job.

Equilibrium Again, the optimal decision rule is characterized by reservation
wages but, by the argument just made, the reservation wage of one spouse may
depend on the labor market status of the other spouse. We use the following
notation to take into account this potential interdependence:

w�W (0) : T (0; w�W (0)) = U (8)

w�W (wi) : max fV (wi; w�W (wi)) ; T (0; w
�
W (wi))g = T (wi; 0) (9)

Both reservation values exist and are unique because in both equations the LHS
is monotone increasing in wi while the RHS is constant with respect to wi. The
reservation wages of the husband w�M (0) and w

�
M (wj) are analogously de�ned.

The implication of equation (8) is standard: an household where both spouses
are unemployed accepts a job o¤er to one of the two partners if the wage is higher
than the corresponding reservation wage (respectively, w�M (0) for the husband
and w�W (0) for the wife). Incorporating the optimal decision rule in the value
function (7) leads to:

�U = u (Y ) + �

" R
w�M (0)

[T (w; 0)� U ] dF (w)+R
w�W (0)

[T (0; w)� U ] dF (w)

#
(10)

The implication of equation (9) is more subtle. In an household where one
spouse is working and the other spouse is looking for a job, receiving a job
o¤er may lead to three and not simply two possible outcomes. Assume the
wife is looking for job and the husband is working at a job paying a wage wi.
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First, the household may decide to reject the o¤er and remain in the current
state (T (wi; 0).) Second, the household may choose to accept the o¤er to the
wife (V (wi; wj).) Third, the household may choose to accept the o¤er to the
wife and at the same time choose it is better o¤ if the husband goes back to
unemployment to search for a better job (T (0; wj).) This third option leads to
the endogenous termination of the job relation and it is a relevant equilibrium
channel which is not at work in the individual search framework. The intuition
for this last possibility is straightforward. When the household had accepted
the job o¤er to the husband, the wife was not working and therefore the outside
option for the household was having both spouses in the unemployment state.
When the wife is receiving an o¤er, the outside option is di¤erent and a decision
that was optimal in the �rst case may not be optimal in the latter case. To deal
with this possibility, we introduce the following notation:

�E (wi) � fwj : V (wi; wj) � T (wi; 0) ; V (wi; wj) � T (0; wj)g (11)

�U (wi) � fwj : T (0; wj) > T (wi; 0) ; T (0; wj) > V (wi; wj)g

The sets of wage o¤ers to the husbands conditioning on the wife being employed
(�E (wj) and �U (wj)) are analogously de�ned. Incorporating this optimal de-
cision rule in the value function (6) leads to:

�T (wi; 0) = u (Y + wi) + �

" R
w2�E(wi) [V (wi; w)� T (wi; 0)] dF (w)+R
w2�U (wi) [T (0; w)� T (wi; 0)] dF (w)

#
(12)

We can now propose the following:

De�nition 2 Given

f�; �; u (Y + wi + wj) ; F (wi) ; F (wj)g ; u continuous

an household search model equilibrium is a set of values

V (w;w) ; T (w; 0) ; T (0; w) ; U

that solves equations (5), (10) and (12).

2.1.3 Individual Search and Household Search Models Comparison

To make additional progress in characterizing the di¤erences between the in-
dividual search equilibrium and the household search equilibrium we need to
specify properties of the sets de�ned in (11). As shown in DF and GVV, the
characterization crucially depends on the assumptions of the utility function.

Linear Utility Function Under linear utility:

u (c) = Y + w (13)
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agents are risk neutral and therefore the individual search model reverts to the
standard partial equilibrium search model. Rewriting equation (4) we obtain
the �nal equilibrium condition as:

w� =
�

�

Z
w�
[w � w�] dF (w) (14)

This condition characterizes the reservation wage as function of the primitive
parameters. It is independent from nonlabor income because nonlabor income
is received in any labor market state.
The linear utility function in the household search model is:

u (cij) = Y + wi + wj (15)

We want to ask how the household search equilibrium compares to an environ-
ment with the same structural parameters but with where each behaving as in
an individual search model. The result, already pointed out by DF and GVV is
summarized in the following Proposition.

Proposition 3 Equivalence of individual and household search under
risk neutrality
Given

f�; �; u (Y + wi + wj) ; F (wi) ; F (wj)g ; u linear
an household search model equilibrium is equivalent to an equilibrium where
the agents belonging to the set of husbands generate an individual search model
equilibrium given

f�; �; u (Y + wi) ; F (wi)g ; u linear
and the agents belonging to the set of wives generate an individual search model
equilibrium given

f�; �; u (Y + wj) ; F (wj)g ; u linear

The result is equivalent to Proposition 1 in GVV and to Section 3.1 in DF.
It is derived as follows. If the household utility is linear then the marginal
utility of income is constant. If it is constant and individuals are maximizing
income then it is irrelevant the �ow value of income they are actually receiving
when making decisions about future income streams. Therefore the decision of
one spouse does not depend on the wage of the other spouse. If this the case
then the set �U (wi) is empty and the set �E (wi) is the entire support of wj
which is equivalent to say that the household behaves as if the two spouses were
optimally maximizing their individual income streams.
This result is quite powerful in terms of the objective of this paper. First,

it states that there is the possibility of no mispeci�cation error in assuming an
individual search model when estimating search models of the labor market even
if decisions are actually taken at the household level. Second, it allows us to
develop a speci�cation test for the individual search model. Third, it provides
a strategy to identify risk aversion parameters. The last two implications arise
from the comparison of the linear utility case with the concave utility case and
they are discussed in the next sub-section.
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Concave Utility Function Assuming a concave utility function:

u (c) = u (Y + w) ; u00 (c) < 0

removes risk neutrality and imposes risk aversion. By rewriting equation (4) we
obtain the following equilibrium condition for the individual search case:

u (Y + w�) = u (Y ) +
�

�

Z
w�
[u (Y + w)� u (Y + w�)] dF (w) (16)

The reservation wage resulting from equation (16) does not seem qualita-
tively di¤erent from the reservation wage from equation (14) but it actually
is. The di¤erence becomes clear when we perform a simple comparative static
exercise: what is the impact of an increase of non-labor income Y on the reser-
vation wage w�? Studying this impact makes explicit the role of risk aversion
in determining optimal equilibrium behavior. We know from equation (14) that
the reservation wage is not a¤ected by non-labor income in the linear case. In
the concave case it must be since the �ow value of income has an impact on the
marginal value of additional �ows of income. What is less obvious is that the
e¤ect of the current �ow value of income on the reservation is ambiguous.
An increase of nonlabor income has two impacts on the reservation wage.

First, it increases the �ow utility while searching therefore decreasing the mar-
ginal cost of search. As a result, the searcher becomes pickier increasing her
reservation wage. Second, it decreases the option value of waiting for a bet-
ter job therefore decreasing the marginal expected gains of search because the
marginal bene�t of a higher wage o¤er is now smaller. As a result, the searcher
becomes less picky decreasing her reservation wage. Both results depends on
the concavity of the utility functions which implies decreasing marginal utility.
The net e¤ect is therefore ambiguous.
Analytically, the result can be proved by total di¤erentiation of equation

(16). After collecting terms, we obtain the following expression:

dw�

dY
=
� [u0 (Y )� u0 (Y + w�)] + �

�R
w�
[u0 (Y + w)� u0 (Y + w�)] f (w) dw

�h
�� � eF (w�)iu0 (Y + w�)

(17)
The �rst term of the numerator [u0 (Y )� u0 (Y + w�)] captures the decrease in
the marginal cost of search; it is positive since u0 is decreasing and therefore
contributes to a positive impact of Y on w�. The second term of the numerator�R
w�
[u0 (Y + w)� u0 (Y + w�)] f (w) dw

�
captures the decrease in the marginal

expected bene�t of search; it is negative since u0 is decreasing and the integrral
is over w > w�. Therefore it generates a negative impact of Y on w�, proving
the result.
The concave utility function in the household search model is:

u (cij) = u (Y + wi + wj) ; u
00 (c) < 0 (18)

The equilibrium follows the de�nition given in De�nition 2 and it is now quali-
tatively di¤erent from the individual search case. The reason is straightforward
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and follows the discussion of the impact of nonlabor income on the reservation
wage in the individual search case. Just as nonlabor income a¤ects marginal
cost and marginal expected bene�t of search, the wage of one spouse a¤ects
marginal cost and marginal expected bene�t of search, leading to a dependence
between the reservation wages of the two partners. Nonlabor income and the
spouse�s wage, however, are di¤erent in the model because nonlabor income is
permanent and the spouse�s wage is transitory since it depends on receiving a
job o¤er shock. As a result, and di¤erently from the linear case, endogenous
quits may occur. We state the result in the following:

Proposition 4 Given

f�; �; u (Y + wi + wj) ; F (wi) ; F (wj)g ; u concave

then the sets �U (wi) and �U (wj) are nonempty, i.e. it exists a region in the
support of each spouse wage o¤ers distribution that generates endogeonous quits.

The result is equivalent to Proposition 2 in GVV and to Section 3.3 in DF.
Start with an household where both spouses are searching. If the husband
receives a wage o¤ers wi > w�M (0) then the household will accept it. Now the
household is composed of an husband working at a wage wi and a wife searching
for a job. If the wife receives an o¤er wj > w�W (wi) and T (0; wj) > V (wi; wj)
then the optimal behavior of the household mandates to the wife acceptance
of the o¤er and to the husband quit of the current job. How is it possible
that a wage o¤er that was acceptable to the husband before now has become
unacceptable? The reason is that the additional �ow of income generated by
the wife job has the same e¤ect on household utility as the increase in nonlabor
income had on individual utility in the individual search case: it decreases
the marginal cost of search and it decreases the expected marginal bene�t of
search. The net impact can be positive or negative. If it is positive enough it
leads to w�M (wj) > w�M (0) so that any job with wage wi 2 [w�M (0) ; w�M (wj)]
is endogenously terminated when the wife receive a job o¤er paying a wage wj .
The symmetry in the environment faced by the two spouses - i.e. the fact the
two spouses labor market are characterized by the same structural parameters -
guarantees that for some values in the support of the wage o¤ers this is always
the case. When symmetry is removed, as in the extended model we will estimate,
endogenous quits may or may not occur depending on parameters.
We conclude this section by pointing out two empirical implications of Propo-

sitions 3 and 4. First, they clarify that in the linear case the labor market status
of one spouse does not depend on the labor market status of the other spouse
while in the concave case it does. If in the data we observe dependence between
the labor market status of the two spouses then we can use that information to
learn about the concavity of the utility function. Second, if we specialize the
concave utility function to a parametric form that nests the linear case then
we can test for linear utility. A test for linear utility is relevant because it is
equivalent to a speci�cation test for the individual search model. We discuss
both implications in more detail after introducing the empirical speci�cation of
the model.
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2.2 Extended Version

2.2.1 Individual Search Model

Environment We add the following features to the environment discussed
in the simpli�ed version. First, we allow for exogenous termination of jobs.
Exogenous terminations follow a Poisson process with parameter �. Second, we
introduce on-the-job search. Job o¤ers while employed follow a Poisson process
with parameter . Both features are standard in the search literature and are
necessary to �t job-to-job and job-to-unemployment transitions.
The third feature we add to the environment is less common in the literature7

and it is motivated by our objective to �t household behavior. We will use a
sample of households composed by husbands and wives, both participating in
the labor market. As a result we have a relative large number of women in the
sample and women tend to have a larger variance in labor supply than men, in
particular at lower than full-time levels. We have therefore decided to introduce
a labor supply decision in the model, albeit limited to the intensive margin.
Adding an extensive margin is interesting and would �t more data features but
it greatly complicates the computation problem during estimation. Moreover,
we think that the comparison of individual search and household search is still
very informative even if it is limited to labor market participants. We introduce
the intensive margin of labor supply by assuming that job o¤ers arrive as a pair
of wage and hours requirement8 (w; h). Their joint distribution is denoted by
F (w; h). Consumption is then de�ned as c = Y +wh , leisure as l = 1� h and
the utility function as u (c; l). To make the notation in the rest of the paper less
cumbersome we de�ne the function v (w; h) � u (Y + wh; 1� h) :

Value Functions The value of being employed at given wage and hours re-
quirement is equal to the sum of the �ow utility of consumption and leisure
allowed by the job, the option value of receiving a better wage o¤er, and the
value of becoming unemployed if the job gets exogenously terminated:

V [v (w; h)] = (�+  + �)
�1 fv (w; h) (19)

+

ZZ
max fV [v (w; h)] ; V [v (w0; h0)]g dF (w0; h0)

+�Ug

The value of being unemployed is equal to the sum of the �ow utility of
consumption and leisure when unemployed, and the option value of receiving

7Blau (1991) is the only example of an estimated search model including this feature, i.e.
the joint o¤er of wage-hours pairs. Flabbi and Moro (2010) estimate a search model allowing
for the choice between part-time and full-time work but the choice is contingent to a wage
o¤er and it is bargained with the employer.

8This characterization is consistent with the usual assumption in implicit contract theory
where �rms post job package o¤ers. See for example, Abowd and Card (1987); Hwang,
Mortensen and Reed (1998).
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an acceptable job o¤er:

U = (�+ �)
�1 fv (0; 0) (20)

+�

ZZ
max fU; V [v (w; h)]g dF (w; h)g

Equilibrium The optimal decision rule retains the reservation value property
of the simpli�ed version of the model but the critical value is now de�ned on the
utility value. The reason, as discussed extensively in Blau (1991) and Hwang,
Mortensen and Reed (1998), is that the mapping between the characteristics of
a job o¤er and its utility value is not one-to-one: when both wage and hours
enter the utility function, di¤erent combinations of job packages (w; h) generate
the same level of utility.
Agents have two decisions to make: accept or reject a job o¤er while em-

ployed and accept or reject a job o¤er when unemployed. The reservation utility
value while employed at a given job (w; h) is simply the instantaneous utility
value of the current job. The reservation utility value while unemployed is de-
�ned in the same way as the reservation wage in the simpli�ed model (equation
(3)):

v� : U = V [v�] (21)

Incorporating both decision rules in the value functions leads to the following
value of employment at a job (w; h):

�V [v (w; h)] = v (w; h) (22)

+

ZZ
f(w0;h0):v(w0;h0)>v(w;h)g

fV [v (w0; h0)]� V [v (w; h)]g dF (w0; h0)

+� fU � V [v (w; h)]g

and to the following value of unemployment:

�U = (�+ �)
�1 fv (0; 0) (23)

+�

ZZ
f(w;h):v(w;h)>v�g

fV [v (w; h)]� Ug dF (w; h)g

As a result, we obtain the following:

De�nition 5 Given

f�; ; �; �; u (c; l) ; F (w; h)g ; u continuous

an individual search model equilibrium is a set of values

V [v (w; h)] ; U

that solves equations (22) and (23).
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2.2.2 Household Search Model

Environment The extended household search model incorporates the fea-
tures of the extended individual search model. It also removes the symmetry
between the two spouses imposed in the simpli�ed version. Agents belongs to
two types - husbands and wives - and an household is composed by one member
for each type. In estimation, all the structural parameters of the model will be
allowed to be type-speci�c with the exception of the discount rate. We follow
the notation of the simpli�ed model by denoting with the subscripts W and M

respectively the wives�parameters and the husbands�parameters and with the
index j and i respectively individuals belonging to the set of wives and to the
set of husbands.

Value Functions When both household members are employed, the house-
hold receives a value equal to the sum of the �ow utility of consumption and
leisure allowed by both jobs, the option value both spouses have of receiving a
better wage o¤er, and the value of becoming unemployed if any of the two job
relations gets exogenously terminated:

V [v (wi; hi; wj ; hj)] = (�+ M + W + �M + �W )
�1 fv (wi; hi; wj ; hj) (24)

+M

ZZ
max fV [v (wi; hi; wj ; hj)] ; V [v (w0i; h0i; wj ; hj)]g dFM (w0i; h0i)

+�MT [v (0; 0; wj ; hj)]

+W

ZZ
max

�
V [v (wi; hi; wj ; hj)] ; V

�
v
�
wi; hi; w

0
j ; h

0
j

��	
dFW

�
w0j ; h

0
j

�
+�WT [v (wi; hi; 0; 0)]g

When only one of the two members is employed (for example, the husband),
the household receives a value equal to:

T [v (wi; hi; 0; 0)] = (�+ M + �W + �M )
�1 fv (wi; hi; 0; 0) (25)

+M

ZZ
max fT [v (wi; hi; 0; 0)] ; T [v (w0i; h0i; 0; 0)]g dFM (w0i; h0i)

+�MU

+�W

ZZ
max

�
T [v (wi; hi; 0; 0)] ; V

�
v
�
wi; hi; w

0
j ; h

0
j

��
; T
�
v
�
0; 0; w0j ; h

0
j

��	
dFW

�
w0j ; h

0
j

�
g

As in the simpli�ed version of the model, an o¤er to the wife may generate
the endogenous quit of the husband from his current job (last term of equation
(25)).
When both spouses are unemployed, the household receives a value equal to:
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U = (�+ �M + �W )
�1 fv (0; 0; 0; 0) (26)

+�M

ZZ
max fU; T [v (wi; hi; 0; 0)]g dFM (wi; hi)

+�W

ZZ
max fU; T [v (0; 0; wj ; hj)]g dFW (wj ; hj)g

Equilibrium The equilibrium is an extension of the equilibrium de�nitions
previously discussed. The reservation values are de�ned over utility values, as
in the individual search extended version of the model. The household, though,
has more decisions to make because the optimal decision of one spouse depends
upon the labor market status of the other spouse.
When both household members are employed, the household has to decide if

accepting or rejecting on-the-job job o¤ers. The reservation value is the current
utility value because the household is comparing in both cases the value of both
spouses being employed.
When only one of the two members is employed (for example, the husband),

the household has two qualitatively di¤erent decisions to make. First, it has
to decide if accepting or rejecting on-the-job job o¤ers to the husband. The
reservation value is the current utility value because the household is comparing
in both cases the value of having the husband working and the wife searching.
Second, it has to decide if accepting or rejecting job o¤ers to the wife. If the
o¤er is accepted the optimal policy for the husband can be both staying on the
job or quitting, just as in the simpli�ed version of the model. The reservation
utility value is therefore de�ned as:

v�W (wi; hi) : max fV [v�W (wi; hi)] ; T [v
�
W (wi; hi)]g = T [v (wi; hi; 0; 0)] (27)

Notice that in T [v�W (wi; hi)] is the wife who is working while in T [v (wi; hi; 0; 0)]
is the husband who is working. Since we remove the symmetry assumption
imposed in the simpli�ed version (and by GVV), the combinations of (wj ; hj)
and (wi; hi) that guarantee the same value of T are in general di¤erent. As in
the simpli�ed version, it is convenient to de�ne the following sets:

�E (wi; hi) �
�
(wj ; hj) : V [v (wi; hi; wj ; hj)] � T [v (wi; hi; 0; 0)] ;

V [v (wi; hi; wj ; hj)] � T [v (0; 0; wj ; hj)]

�
(28)

�U (wi; hi) �
�
(wj ; hj) : T [v (0; 0; wj ; hj)] > T [v (wi; hi; 0; 0)] ;

T [v (0; 0; wj ; hj)] > V [v (wi; hi; wj ; hj)]

�
When both spouses are unemployed, the household has to decide if accepting

or rejecting job o¤ers to the wife or to the husband. The reservation utility value
is de�ned as:

v�W (0; 0) : T [v�W (0; 0)] = U

for the wife and analogously for the husband.
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By incorporating the optimal decision rules in equations (24), (25), and (26),
we obtain the equilibrium value for both spouses working:

�V [v (wi; hi; wj ; hj)] = v (wi; hi; wj ; hj) (29)

+M

ZZ
f(w0i;h0i):v(w0i;h0i;wj ;hj)>v(wi;hi;wj ;hj)g

fV [v (w0i; h0i; wj ; hj)]� V [v (wi; hi; wj ; hj)]g dFM (w0i; h0i)

+�M fT [v (0; 0; wj ; hj)]� V [v (wi; hi; wj ; hj)]g

+W

ZZ
f(w0j ;h0j):v(wi;hi;w0j ;h0j)>v(wi;hi;wj ;hj)g

�
V
�
v
�
wi; hi; w

0
j ; h

0
j

��
� V [v (wi; hi; wj ; hj)]

	
dFW

�
w0j ; h

0
j

�
+�W fT [v (wi; hi; 0; 0)]� V [v (wi; hi; wj ; hj)]g

for one spouse working and the other searching:

�T [v (wi; hi; 0; 0)] = v (wi; hi; 0; 0) (30)

+M

ZZ
f(w0i;h0i):v(w0i;h0i;0;0)>v(wi;hi;0;0)g

fT [v (w0i; h0i; 0; 0)]� T [v (wi; hi; 0; 0)]g dFM (w0i; h0i)

+�M fU � T [v (wi; hi; 0; 0)]g

+�W

8>><>>:
ZZ

(w0j ;h0j)2�E(wi;hi)

�
V
�
v
�
wi; hi; w

0
j ; h

0
j

��
� T [v (wi; hi; 0; 0)]

	
dFW

�
w0j ; h

0
j

�
+

ZZ
(w0j ;h0j)2�U (wi;hi)

�
T
�
v
�
0; 0; w0j ; h

0
j

��
� T [v (wi; hi; 0; 0)]

	
dFW

�
w0j ; h

0
j

�
9>>=>>;

and for both spouses searching:

�U = v (0; 0; 0; 0) (31)

+�M

ZZ
f(wi;hi):v(wi;hi;0;0)>v�M (0;0)g

fV [v (wi; hi; 0; 0)� U ]g dFM (wi; hi)

+�W

ZZ
f(wj ;hj):v(0;0;wj ;hj)>v�M (0;0)g

fV [v (0; 0; wj ; hj)]� Ug dFW (wj ; hj)

We can now propose the following de�nition.

De�nition 6 Given�
�M;W ; M;W ; �M;W ; �; u (c; li; lj) ; FM (wi; hi) ; FW (wj ; hj)

	
; u continuous

an household search model equilibrium is a set of values

V [v (wi; hi; wj ; hj)] ; T [v (wi; hi; 0; 0)] ; T [v (0; 0; wj ; hj)] ; U

that solves equations (29), (30) and (31).
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2.2.3 Individual Search and Household Search Models Comparison

The extensions added to the model do not qualitatively change the main results
with respect to the comparison between the individual and household search
models.
First, as stated in Proposition 3, if agents are risk neutral then the household

search model equilibrium is equivalent to the individual search model equilib-
rium. The proof of the result is based on the fact that the marginal utility of
income is constant and therefore the actual �ow value of income is irrelevant
when maximizing future income streams. This basic fact does not change if we
add exogenous job termination, on-the-job search and labor supply.
Second, as stated in Proposition 4, if agents are risk averse then the house-

hold search model equilibrium is di¤erent from the individual search model
equilibrium because the optimal decision rule concerning the labor market sta-
tus of one spouse is potentially a¤ected by the labor market status of the other
spouse. Since the result is implied by the concavity of the utility functions,
it carries through when we add job termination, on-the-job search and labor
supply. Adding these extensions simply add choices and options but it does not
a¤ect how agents decide on these choices and options.

3 Data

We use data from the 2001-2003 panel of the Survey of Income and Program
Participation (SIPP) to estimate the model. The main objective of the SIPP
is to provide accurate and comprehensive information about the principal de-
terminants of the income of individual households in the United States. The
SIPP collects monthly information regarding individual�s labor market activity
including earnings, average hours worked, and whether the individual changed
jobs within an employment spell. The main advantage of using the SIPP is the
ease in creating labor market histories for all individuals in the sample as well
as in linking detailed spousal labor market information across time.

3.1 Sample Restrictions

Although the target sample size for each SIPP panel is quite large, the size of
our sample is greatly reduced by several restrictions. As we describe in the
econometrics section, we use point-in-time samples from the panel instead of
the detailed individual-level event histories to estimate the model. Speci�cally,
for each SIPP panel, we form point-in-time samples spaced three months apart
for 24 months. We use wage and hours data from several of these eight point-in-
time samples. For convenience we will refer to these times as times t1; t2; ::; t8.
In each of the selection criteria we describe, if at least one spouse fails to

satisfy the criteria to remain in the sample, then both spouses are excluded from
the sample. After imposing all selection criteria our sample consists of 1; 992
married couples.
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We select married couples in which each spouse is aged between 25 and
50 (inclusive) at the beginning of the panel. Although this selection criteria
excludes married couples in which the age of one spouse is outside this range
and the age of the other spouse is within this range, we feel that it is better to be
more restrictive due to di¤erences in labor market outcomes for younger workers
(aged 18 to 24 inclusive) and for older workers (aged 50 to 65 inclusive).9 We
only consider married couples in which each spouse is "present" in the household
throughout the panel, meaning that we exclude any couples that are separated
or not living together at any point in the panel. Additionally, neither spouse
must participate in the armed services throughout the sample period.
When using event history data, it is typical to observe a sequence of responses

in which the individual is unemployed for several periods, then transitions to
being out of the labor force (OLF), then re-enters the unemployed state, and
�nally obtains a job. We choose to include spouses in the sample who answer
that they are OLF at some point in the panel, but have an employment spell or
unemployment spell at other points in the sample. We exclude spouses if either
spouse is OLF for the entire panel period or if either spouse transitions between
OLF and unemployment, but does not work in the panel period. Finally, we
exclude spouses if either spouse has a "broken" labor market history, such as
being in the sample at the beginning and the end of the panel, but absent in
between.
Hours and earnings information must also be observable at every point in

the panel for any employed individual. Couples in which at least one individual
supplies wage information, but does not supply how many hours per week he
or she works are excluded from the sample. In most surveys that provide dis-
aggregate labor market information, one usually observes a greater proportion
of employed individuals reporting hourly wages rather than weekly, monthly, or
annual earnings when the average age of the respondents is younger. Because
older workers are less likely to be paid at an hourly rate, we are forced to impute
hourly wage rates for individuals who report weekly earnings and weekly hours
worked. Thus, it is essential that we have hours of labor supplied for each
employed individual.
We recode hours worked per week into part-time and full-time categories,

that is our intensive margin of the labor supply is reduced to a distribution with
two support points. We denote with p the probability of receiving a part-time
o¤er. Individuals were coded as working part-time if they worked less than 35
hours per week and full-time if they worked at least 35 hours per week. The
values of hpti and hfti in the simulation were calculated from the average hours
worked in each hours category unconditional on gender. For example, the
average amount of hours worked for individuals who were employed part-time
and full-time were 22 and 43. We assume a time-endowment of 80 hours per
week and de�ne hpti = 22

80 = 0:275 and h
pt
i = 43

80 = 0:538 for i = 1 and 2 for all

9The labor market outcomes of younger workers are typically characterized by high turnover
rates between jobs and between employment and unemployment, and are a¤ected by human
capital investment decisions. The labor market outcomes of older workers are typically
characterized by end-of-career decisions made well before individuals reach retirement age.
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panels.
Empirical wage distributions are used extensively in the estimation proce-

dure. In order to provide a better �t between the sample moments and the
moments simulated using the model, we exclude couples in which there exist at
least one individual whose wage lies in the top 0:75 percent or the bottom 0:75
percent of the wage distribution conditional on gender. All wages are adjusted
for in�ation to the 2001 CPI.

3.2 Descriptive Statistics: Wages and Labor Supply

Table 1 contains descriptive statistics from the samples used in the estimation.
While the econometric procedure uses cross-sectional moments and moments
that measure labor market transitions and wage changes between two points
in time, we focus on the labor market outcomes measured at a point in time
in this section. The table contains a set of unconditional moments, such as
the unemployment rate for wives, as well as a set of moments conditional on
the spouse�s labor market status, such as the unemployment rate for wives
conditional on whether her husband is employed full-time, employed part-time,
or unemployed. The statistics are based on the �rst point-in-time sample taken
from the panel.
Wives are almost four times more likely to be unemployed than husbands

(16:1 percent of wives do not work). The likelihood of working part-time also
di¤ers greatly among spouses, as about 25 percent of wives work part-time
compared to less than 4 percent of husbands. Furthermore, the likelihood of
a wife being unemployed or working part-time or full-time seems to change
dramatically with her husband�s labor market state. The same is true to a
lesser extent for husbands.
For both spouses, the wages at full-time jobs are higher, on average, than

the wages at part-time jobs. Additionally, husband�s that work full-time earn
signi�cantly more on average than wives employed full-time. These features
are present among the conditional moments as well, with mean wages di¤ering
by one to two dollars depending on the spouse�s labor market state. For ex-
ample, wives employed full-time whose husbands work part-time and full-time,
respectively, earn $14:09 and $15:34, on average. The opposite relationship
exists for full-time employed husbands, who earn $20:06 and $18:59 on average
when their wives work part-time and full-time. As we described in the previous
section, di¤erences in spousal job search environments and the joint decision
making aspect of the behavioral model is capable of generating these features
of the data.

3.3 Descriptive Statistics: Inequality

TO BE DONE
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4 Estimation and Identi�cation

4.1 Identi�cation

TO BE COMPLETED

4.2 Estimation

4.2.1 Functional Forms Assumptions

In order to estimate the model, we need to make three functional form assump-
tions.
First, we need to assume a utility function that allows for risk aversion. We

assume a Constant Relative Risk Aversion formulation (CRRA). The instanta-
neous utility for household i; j is:

u (cij ; li; lj ; �;�;�)= (32)

(1� �H � �W )
c�ij � 1
�

+ �H
l
�H
i � 1
�H

+ �W
l
�W
j � 1
�W

Second, to simplify the computation problem we reduce the intensive margin
labor supply decision to a choice between part-time work and full-time work. In
the primitive joint job o¤er distribution, the probability of receiving a part-time
o¤er is denoted by p. The indexes PT and FT will be used to denote parameters
referring to part-time and full-time jobs.
Finally, due to the well-known identi�cation result due to Flinn and Heckman

(1982), we need to assume a recoverable wage o¤ers distribution. Following the
most common assumption in the recent literature, we will assume a lognormal
distribution. The wage o¤ers distribution is allowed to be speci�c to the agent�s
types and to the hours requirement. The density for agent of type I 2 fW;Mg
and hours requirement H 2 fPT; FTg is:

f
�
w;�HI ; �

H
I

�
=

1

�HI w
�[
ln(w)� �HI

�HI
], w > 0 (33)

4.2.2 Estimation Procedure

The model is characterized in terms of the parameter vector:

� =
�
�I ; I ; �

PT
I ; �FTI ; pI ; �

PT
I ; �PTI ; �FTI ; �FTI ; �I ; �; �I

	
I2fW;Mg

The discount rate parameter � is not included in � because it will not be esti-
mated but �xed to 5% a year.
We use the method of simulated moments to estimate the parameters of the

model. In doing so, we avoid using the individual-level �ne detail observed
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in an event history data set by extracting only point-in-time samples from the
panel.
The estimation procedure works by �rst selecting the T moments with which

to estimate the K parameters of the model, where T � K.10 We calculate these
moments in our original sample and reserve them for use in the criterion function
to be de�ned below. Next we write a procedure that generates the simulated
moments given a set of parameter estimates. Each time the simulation is run,
the value functions are solved using �xed point methods. Next, we randomly
assign each couple an initial labor supply con�guration. We simulate a total of
R labor market histories, where each labor market history denotes a sequence of
transitions between labor market states for a pair of spouses. To simulate one
labor market history (call it the rth history) for one pair of spouses, we draw
a vector of pseudo-random draws (from a pseudo-random number generator)
denoted by  r; where the dimension of  r is L � 1. Then the event history
associated with the rth replication when using parameter vector � is

=r(�) = J( r; �) (34)

We choose a time tss >> 0 far enough into each household�s history so that the
household�s initial state does not a¤ect the likelihood of the household occupying
any one state at time tss: We evaluate a household�s labor market state and
the wage of any employed spouse at time tss. From this simulated data, we
can calculate a set of moments identical to the selected set of sample moments.
In this fashion, the event history of all R households in the simulation, = =
(=1(�);=2(�); :::=R(�))0, is "mapped" into a simulated data set from which the
simulated moments are then calculated.
We construct the column vector of T simulated moments Q(�), where � is

the parameter vector, and choose a set of parameter values to minimize the
simulated method of moments criterion function (Q(�)� qs)0W�1 (Q(�)� qs),
where qs is a column vector of the T corresponding sample moments and W�1

is a symmetric, positive de�nite weighting matrix that is TxT , the derivation
of which we will discuss below. We de�ne the simulated method of moments
estimator as the parameter vector �̂SMM , where

�̂SMM = argmin
�
(Q(�)� qs)0W�1 (Q(�)� qs) (35)

The function is minimized using the Nelder-Mead Simplex Algorithm.
The matrix W�1 weights the di¤erent moments in Q(�) and qs according

to their sample variability. We calculate a matrix W by bootstrapping Nboot
samples from the original sample of data and calculating the T sample moments
for each bootstrapped sample, yielding an NbootxT matrix of sample moments.
To form W , we replace the diagonal of an identity matrix with the sample
variances of the sample moments among the bootstrapped samples. The inverse
10The procedure does not require one to use only moments, as distributional characteristics

such as medians can also be used. As seen in Table A.1, a signi�cant amount of "moments"
used in our estimation procedure were actually characteristics of the distributions of outcomes.
For simplicity, we continue to use the term "moments" when describing the estimation.
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of W produces the desired weighting matrix. Thus, the estimation procedure
places a greater importance on matching the sample moments with the lowest
variance.11

5 Estimation results

The set of simulated and sample moments that we choose to �t are described
in Table A1 and characterize either each spouse�s search environments or the
relationship between spousal labor supply decisions. All parameter estimates
are reported with standard errors calculated using bootstrap methods with 50
replications of the data. We chose to estimate the model using unconditional
moments by forming interaction variables between variables of interest (e.g.
wages of female part-time workers) and dummy variables that we create (e.g. a
variable equal to 1 when the individual is a female part-time worker and equal
to 0 otherwise). The unconditional moments are preferable to the conditional
moments since they exist for all proportions of agents�labor market status in
the simulation generated using di¤erent sets of parameter vectors, whereas the
conditional moment may be unde�ned when simulating the model using certain
parameter vectors.12

5.1 Results

Table 2 reports parameter estimates for both the Individual search and the
Household search speci�cation. The main results from the comparisons of the
two speci�cations are as follows. First, the Individual search model overesti-
mates wives� mobility parameters: the arrival rate of o¤ers, both while un-
employed and employed, are estimated to be substantially higher under the
individual search speci�cation; the termination rate while working full-time is
also estimated to be larger. The estimates of the mobility parameters for the
husbands are, instead, much more stable across speci�cations.

11The weighting matrix also serves as a way to scale each of the moments so that they
approximately possess the same magnitude. For example, since proportions are between 0
and 1 they will have very small variances that are close to 0. The means of sample wages
will have variances which are also small, yet which are generally more than three orders
of magnitude larger than the sample variance of a proportion. Taking the inverse of these
variances compensates for the di¤erences in scale among the moments.
12Not surprisingly, we found when using conditional moments that the simulated moments

were very unstable and could vary dramatically across iterations of the algorithm since they
were based only on the group that actually contributed the information. In some iteration
of the simplex algorithm, a vertex of the simplex might consist of a parameter vector which
produces 100 female part-time workers. The next iteration might simulate the model using a
di¤erent parameter vector that produces only 3 female part-time workers. De�ned on such a
small subsample, the conditional moment is capable of changing dramatically across iterations.
Using the unconditional moments instead, however, improves the stability of changes in the
moments across iterations of the estimation algorithm since the moment is de�ned over the
whole sample. It also enables the moment to be de�ned when the proportion of the sample
in the simulation contributing information (e.g. female part-time workers) is equal to or close
to zero.
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Second, the individuals search model also overestimates the gender di¤er-
ential in the wage o¤ers distribution. For example, the parameters imply that
the average full-time wage o¤ers di¤erentials between husbands and wives is es-
timated to be three times larger under the individual search speci�cation than
under the household search speci�cation.
Third, the Individual search model underestimates wives�probability of re-

ceiving part-time o¤ers: the household search model estimates this probability
to be three times larger than the individual search model.
Finally, the utility parameters are a little more stable across speci�cations

but some important di¤erence remains. The weight on leisure is estimated to
be similar across speci�cation while the relative risk aversion coe¢ cient (one
minus the estimated parameters in our speci�cation) on leisure is estimated to
be higher for wives than husbands in the household search model but lower for
wives than husbands in the individual search model.

5.2 Speci�cation Test

TO BE COMPLETED

6 Inequality

We now examine how the parameter estimates a¤ect the dispersion in lifetime
welfare outcomes. The simulations in this section use the point estimates to
produce simulated spousal labor market histories and welfare values associated
with these histories. The simulation begins by �xing the parameter vector at the
set of point estimates from the estimation of the model. Each household begins
in the state in which both spouses are unemployed. Two random numbers are
generated which determine the length of time until each spouse receives a job
o¤er. Another random draw decides whether the job o¤er is a part-time or full-
time job. The wage associated with each spouse�s job o¤er is generated using
another random number draw and the exogenous wage distribution, where the
wage distribution is conditional on the part-time or full-time status of the job
o¤er from the previous step. The length of time until a spouse �rst receives an
acceptable o¤er is recorded as the duration spent in this �rst state.
Other random numbers are used to determine (1) when job o¤ers continue

to arrive for the employed spouse and the unemployed spouse, (2) the wages
associated with these job o¤ers and the part-time or full-time status of the
o¤er, and (3) the amount of time until each spouse is exogenously dismissed
from his or her job (which depends on the part-time or full-time status of the
job). The duration a household spends in each labor market state is recorded,
along with the wages and hours associated with labor market states in which at
least one spouse is employed. This process is repeated until the labor market
history (the sum of the durations spent in all states) reaches a pre-determined
length of time such as 40 years (480 months).
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Lifetime welfare values are created for each household in the sample by
integrating over discounted values of being in each labor market state over the
full length of the labor market career. The lifetime utility measure for the
household i,j is therefore de�ned as:

LUij =
SX
s=1

exp (��ts)
Z ts

ts�1

u (cij ; li; lj ; �;�;�) exp (��v) dv

where s denotes a spell in which the labor market status of both partners is
unchanged.
Table 3 illustrates the results of the simulations by reporting the coe¢ cient

of variation for cross-sectional and lifetime inequality computed on earnings and
utility. The main results are as follows.
Cross-sectional earnings inequality is higher for wives while lifetime inequal-

ity is higher for husbands. Utility inequality is higher for wives both on cross-
sectional and lifetime measures.
These results are con�rmed across speci�cations. The main di¤erence when

comparing the individual search model with the household search model is again
related to an overestimation of the gender di¤erentials under the individual
search model. For example, the di¤erential between husbands and wives in
lifetime earnings inequality is estimated to be two and a half times larger under
the individual search speci�cation.

7 Conclusions

In this paper, we develop and estimate an household search model to evaluate if
ignoring that labor market decisions are taken at the household level - as usually
done in search models of the labor market - has relevant empirical consequences.
We �nd that it does on some empirical features of the data, particularly on

gender di¤erentials. Ignoring the household leads to estimate gender di¤erentials
in average wage o¤ers for full-time jobs three times larger and gender di¤erentials
in lifetime earnings inequality two and a half times larger.
We still need to assess the full impact of this mispeci�cation error on in-

equality in lifetime utility. Still, we think that these preliminary results clearly
show that in many applications it may be costly to ignore that labor market
search decisions are taken at the household level.
These results hold on our very restrictive unitary model of the household.

We speculate that more complex household interactions may only exacerbate
the problem.
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Table 1: Descriptive Statistics

Spouse Labor Market Status

Total Unemployed
Employed
Part-Time

Employed
Full-Time

Husbands:
Labor Market Status:
Unemployed 0.048 0.087 0.024 0.048
Employed Part-Time 0.038 0.047 0.036 0.037
Employed Full-Time 0.914 0.866 0.940 0.916

Mean Wage:
Part-Time 14.93 19.42 16.39 12.75
Full-Time 18.97 18.59 20.06 18.59

Wives:
Labor Market Status:
Unemployed 0.161 0.292 0.197 0.153
Employed Part-Time 0.249 0.125 0.237 0.256
Employed Full-Time 0.590 0.583 0.566 0.591

Mean Wage:
Part-Time 12.74 12.77 12.70 12.74
Full-Time 15.18 12.96 14.09 15.34
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Table 2: Estimation Results

Individual Search
Husbands Wives

Household Search
Husbands Wives

� 0.3352 0.3148 0.3517 0.2404
 0.1159 0.1150 0.1214 0.0548
�pt 0.0182 0.0046 0.0158 0.0181
�ft 0.0160 0.0425 0.0146 0.0210

�pt 2.0898 2.0543 1.8045 2.2652
�ft 2.1712 1.9459 1.8977 1.8310
�pt 0.6585 0.5340 0.6361 0.5486
�ft 0.5662 0.6097 0.6785 0.6604
p 0.0489 0.0600 0.0482 0.1815

� 0.1378 0.1767 0.1313 0.1718
� 0.0466 0.0554 0.0500
� 0.0494 0.0514 0.0452 0.0422
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Table 3: Inequality Measures Based on Di¤erent Modelling
Assumptions

Individual Search Model Household Search Model
Husbands Wives Husbands Wives Household

Cross-section:
Earnings 0.494 0.605 0.540 0.561 0.465
Utility 0.097 0.189 0.029

Lifetime:
Earnings 0.224 0.205 0.261 0.254 0.186
Utility 0.056 0.190 0.044
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Table A.1: Sample and Simulated Moments
Moments Model Sample
Average wage (husband, pt) 0.193 0.570
Average wage (husband, ft) 17.221 17.332
Average wage (wife, pt) 3.794 3.172
Average wage (wife, ft) 8.997 8.953
Standard Deviation wage (husband, pt) 2.184 3.418
Standard Deviation wage (husband, ft) 9.770 9.309
Standard Deviation wage (wife, pt) 6.788 6.106
Standard Deviation wage (wife, ft) 7.297 7.682
Proportion husbands unemployed at t1 0.065 0.048
Proportion wives unemployed at t1 0.156 0.161
Proportion husbands employed pt at t1 0.010 0.038
Proportion husbands employed ft at t1 0.924 0.914
Proportion wives employed pt at t1 0.236 0.249
Proportion wives employed ft at t1 0.608 0.590
Proportion husbands employed ft given wives employed ft at t1 0.921 0.916
Proportion wives employed ft given husbands employed ft at t1 0.605 0.591
Proportion wives unemployed given husbands employed at t1 0.159 0.155
Proportion husbands unemployed given wives employed at t1 0.068 0.041
Proportion husbands employed pt at t1 who are unemployed at t2 0.038 0.039
Proportion husbands employed ft at t1 who are unemployed at t2 0.032 0.022
Proportion wives employed pt at t1 who are unemployed at t2 0.054 0.083
Proportion wives employed ft at t1 who are unemployed at t2 0.065 0.039
Proportion husbands employed pt at t1 who are unemployed at t4 0.077 0.092
Proportion husbands employed ft at t1 who are unemployed at t4 0.040 0.029
Proportion wives employed pt at t1 who are unemployed at t4 0.100 0.111
Proportion wives employed ft at t1 who are unemployed at t4 0.111 0.058
Reservation wage correlation between t1 and t2 0.080 0.133
Reservation wage correlation between t1 and t3 0.097 0.247
Reservation wage correlation between t1 and t4 0.094 0.235
Mean di¤erence in wages for husbands employed pt in t1 and pt in t2 0.000 0.037
Mean di¤erence in wages for husbands employed pt in t1 and ft in t2 0.001 -0.013
Mean di¤erence in wages for husbands employed ft in t1 and pt in t2 0.001 0.029
Mean di¤erence in wages for husbands employed ft in t1 and ft in t2 0.146 0.070
Mean di¤erence in wages for wives employed pt in t1 and pt in t2 0.012 -0.043
Mean di¤erence in wages for wives employed pt in t1 and ft in t2 0.019 0.003
Mean di¤erence in wages for wives employed ft in t1 and pt in t2 0.063 0.005
Mean di¤erence in wages for wives employed ft in t1 and ft in t2 0.052 0.037
Mean di¤erence in wages for husbands employed pt in t1 and pt in t4 0.000 -0.002
Mean di¤erence in wages for husbands employed pt in t1 and ft in t4 -0.006 0.006
Mean di¤erence in wages for husbands employed ft in t1 and pt in t4 -0.003 0.134
Mean di¤erence in wages for husbands employed ft in t1 and ft in t4 0.196 0.255
Mean di¤erence in wages for wives employed pt in t1 and pt in t4 0.014 0.080
Mean di¤erence in wages for wives employed pt in t1 and ft in t4 -0.021 -0.024
Mean di¤erence in wages for wives employed ft in t1 and pt in t4 0.066 0.062
Mean di¤erence in wages for wives employed ft in t1 and ft in t4 0.158 0.050
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