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Part A. Overview of the Workshop

Conference program

Date: February 28, 2018 (Wednesday)
Time: 9:00 - 17:40, Venue: Room 3C, 3FL, GRIPS
Total number of attendants: 38 (Non-GRIPS participants: 25 GRIPS Students: 9, GRIPS

faculty: 4)

PROGRAM (available at https://sites.google.com/site /gripskeio2018/ )

09:00-09:10
09:10-10:00

10:00-10:15
10:15-11:05

11:05-11:20

11:20-12:20

12:20-13:30
13:30-14:20

14:20-14:35
14:35-15:25

15:25-15:40
15:40-16:30

16:30-16:45
16:45-17:45

18:00-

Welcome coffee

AMANDA MICHAUD, Indiana University Bloomington

“The Disability Option: Labor Market Dynamics with Macroeconomic Health
Risks” (joint with David Wiczer)

Coffee break

SO KUBOTA, University of Tokyo

“Child care costs and stagnating female labor force participation in the U.S.”
Coffee break

Keynote presentation 1

GIOVANNI GALLIPOLI, University of British Columbia

“Permanent Income Inequality” (joint with Brant Abbott)

Lunch

MINCHUL (MIN) YUM, University of Mannheim
“On the Distribution of Wealth and Employment”
Coffee break

ELENA CAPATINA, University of New South Wales

“Health Shocks and the Evolution of Consumption and Income over the Life-
Cycle” (joint with Michael Keane and Shiko Maruyama)

Coffee break
SANG YOON (TIM) LEE, Toulouse School of Economics

“Horizontal and Vertical Polarization: Task-Specific Technological Change in
a Multi-Sector Economy” (joint with Yongseok Shin)

Coffee break
Keynote presentation 2
JOHN B. JONES, Federal Reserve Bank of Richmond

“Couples’ and Singles’ Saving after Retirement” (joint with Mariacristina De
Nardi and Eric French)

Dinner (invitation only)


https://sites.google.com/site/gripskeio2018/

Summary of each presentation

1)

2)

3)

4)

5)

6)

Dr. Amanda Michaud gave a presentation of his paper titled “The Disability Option:
Labor Market Dynamics with Macroeconomic Health Risks” from 09:10-10:00am in
meeting room 3C. Her research tried to explain the increase in the number of people
enrolling in Disability Insurance program in the US. The underlying factors example
includes the change in composition, unemployment shock, etc.

Dr. So Kubota gave a presentation of his paper titled “Child care costs and
stagnating female labor force participation in the U.S.”. He first presented some
stylized facts related to child care sector, both formal and home-care ones. He
argued that the observed change in the child care has a causal effect on the female
labor supply in the US. The underlying mechanism is that the child care subsidy
depresses the supply of female working in home-care sector, causing the child-care
costs in both formal and home-care increases.

Dr. MINCHUL YUM gave a presentation of his paper titled “On the Distribution of
Wealth and Employment” from 13:30-14:20 in meeting room 3C. His research tried to
explain the inverse U-shape pattern on labor supply across wealth quintile. The
underlying mechanism is that the mean-tested transfer and capital income can depress
the labor supply of people in the lowest and highest quintiles.

Dr. Elena Capatina gave a presentation of her paper titled “The Disability Option: Labor
Market Dynamics with Macroeconomic Health Risks” from 14:35-15:25 in meeting
room 3C. Her research develop a rich structural model to study the interaction between
health shock and labor market outcomes. Interestingly her model incorporates human
capital accumulation mechanism which is affected by health shock. She then used her
model to understand the effect of health shock on income inequality.

Dr. SANG YOON LEE gave a presentation of his paper titled “Horizontal and Vertical
Polarization: Task-Specific Technological Change in a Multi-Sector Economy” from
15:40-16:30pm in meeting room 3C. His research develops a new model to explain the
job polarization within manufacturing sector and service sector. The underlying
mechanism is that there is a routinization on the job required skills in the middle range.
This lowers the jobs with the middle skills and increases the jobs in the lower and
higher ends of skill ranges when each job types are complementary to each other. He
then provided empirical to support his mechanism.

Dr. John Jones gave a presentation of his paper titled “Couples’ and Singles’ Saving
after Retirement from 4.50-6.00pm in meeting room 3C. His research used a newly
developed model based on his previous research to understand the risk couples and
single retirees faces. His structural model is rich and can capture some salient features
he documented from the data. He used his model to explain the retirees’ saving
behavior. One important finding is that saving for survival spouses is an important
motive for saving among couple retirees.



7) Dr. Giovanni Gallipoli gave a presentation of his paper titled “Permanent Income
Inequality from 11.20-12.20pm in meeting room 3C. His research used a newly
developed method to measure lifetime inequality when taking into account the future
human capital wealth. Interestingly he showed that when taking into account the
lifetime human capital wealth, the inequality is much lower than the inequality when
looking into wealth inequality alone. However, lifetime inequality become worse
overtime due to the increasing concentration of wealth.



Pictures for the workshop

3rd GRIPS KEIO Macroeconomics Workshop Amanda Michaud (Indiana University
Bloomington)

So Kubota (University of Tokyo) Giovanni Gallipoli (University of British
Columbia)

Minchul (Min) Yum (University of Mannhaim) Elena Capatina (University of New
South Wales)



Pictures for the workshop (Cont.)

Song Yoon (Tim Lee (Toulouse School John B. Jones (Federal Reserve Bank
of Economics) of Richmond)

Lunch discussion Discussion after lunch break



Part B. Evaluation and Achievement

This year we continued the collaboration with Keio University and held the 3rd joint GRIPS-
Keio Macroeconomics and Policy Workshop (and the 10th GRIPS International Conference of
Macroeconomics and Policy). The workshop brought the world renowned scholars to Tokyo.
This included Dr. John Johns from Federal Reserve Bank of Richmond, USA. (well-known
researcher on topics related to pension and social insurance, and retirement) and Dr.
Giovanni Gallipoli from University of British Columbia, CA. (leading researcher on topics
related to inequality, human capital, and education) as our keynote speakers. There was a
formal call for paper for the workshop, and many high quality papers from researchers both
inside and outside Japan submitted to the workshop. Due to the high quality of the submitted
papers, we decide to have five additional papers in the program, one more paper than the last
year. Speakers were experts in related fields from all over the world, including Australia
(Australian National University), USA (Indiana University, Bloomington), France (Toulouse
School of Economics), Germany (University of Mannheim), and Japan (University of Tokyo).
This conference also attracted many local experts (and students) to participate, for example
researchers (and students) from U Tokyo, Hitotsubashi University, Kyoto U, Kobe University,
University of Tsukuba, Tokyo International University, Bank of Japan, and Ministry of
Finance, Japan Times, Daiwa Securities.

The joint international workshop has brought world famous researchers to Japan and
created opportunities for local researchers to learn from and discuss with those experts
from overseas. The long continuation of our conference series establishes its reputation
among domestic researchers as a major annual economic conference in Tokyo. The
conference has built up a close academic collaboration between GRIPS, Keio University, and
domestic research institutes in Japan. The participants were from both academic and non-
academic groups and the number of participants has been increased over years. More
importantly, it has significantly raised both domestic and international recognition of
GRIPS’s research activities in both the academic and non-academic circles.

In addition to the call for paper and call for participants, we also use various channels to
outreach researchers who might be interested in the conference. This includes email
circulation, publically accessible conference program website, and GRIPS’s event
announcement. The following picture is the screenshot from GRIPS’s website.

We hope our good effects can be maintained and enlarged by the continuing support from
GRIPS’ Policy Research Center and by the extended cooperation with more universities in
Japan in the next year.
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Appendix

Material for each seminar



The Disability Option: Labor Market Dynamics with

Macroeconomic and Health Risks

Amanda Michand David Wiczer*

Indiana University Federal Reserve Bank of S5t. Louis

This Version: September 27, 2017

Most Recent Version.

(Preliminary. Please do not cite)

Abstract

In recent decades, Social SBecurity Disability Insurance (SSDI) claims have rsen
rapidly. We evaluate the importance of changing macroeconomic conditions in shaping
this trend. Our quantitative framework considers that economic conditions interact
with individuals” health status in their decisions to apply for S5DL Crucially, these
factors are correlated through the nature of work: mmltiple sectors differentially expose
workers to health and economic nisks. Decomposing factors doving SSDI growth in a
calibrated model, we find the secular detenoration of economic conditions concentrated
in populations with high health risks accounts for about half of the increase i 3501
claims predicted by the model, about a third overall.

E-mail: ammichenfiindiana edu or wiczerdikstls frboorg.  Michawd thanks FRE of Atlanta & FRB of
Kansss City for hospitality and support. for this project. The views expressed herein are those of the authors
and do not necessarily reflect the views of the Federsl Reserve System, the Hoards of Governors, or the
regional Federal Reserve Banks.



Child care costs and stagnating female labor force
participation in the US*

So Kubotal

February 25, 2018

Very Preliminary
under major revision

Ahbstract

The female labor force participation rate in the United States leveled off around 1990 and
began to decrease in the late 1990s. This paper shows that structural changes in the child care
market play a substantial role. [ first provide new estimates of long-term trends mm the chald
care market using the Survey of Income and Program Participation. The hourly price rose by
32%, hours of dayecare used dechned by 2T%, and parents shifted their child care arrangements
from market care to non-monarket family /relative care. In the child care supply side, there
was & drastic decline in the muomber of home-based child care workers such as family dayeare
providers, babysitters, nannies, ete. This paper argues that the massive meresse m child
care subsidies for low-income families, which was supposed to stimulate child ecare demand,
unexpectedly pushed down the home-based supply. The home-based workers are also mainly
low-income working mothers; hence, the subsidies might distort their mecentives, 1 provide its
supportive evidence, simple model and its quantitative extension to capture the channel in
detail. I also build a quantitative life-cvele model of married couples and show that the rising
child care price significantly changed female labor supply and child care arrangements. 1 also
wse state-level variations and changes in child care regulations and find that it's & minor but
significant factor in the price.

*I am extremely grateful to Richard Rogerson for crucial advice, support, and encourspement. [ thank Mark
Apuiar, Susumu Cato, Janet Currie, Mare Fleurbaey, Ryo Jinnai, Greg Kaplan, Nobuhiro Kiyotaki, Kazushige
Matsuda, Fara Oberfisld, Chang Sun, and seminar participants at Princeton, Sungkyunkwsn, U Tokyo, Koe, In-
stanbul Techinical, Bopreici, Hitotsubashi, GRIPS for their helpful comments. 1 also thank Daphns Bassok, Maria
Fitzpatrick, Erica Greenberg, and Susanna Loeb for sharing their child care regulation data.

TGraduate School of Public Policy, The University of Tokyo. Tel: +81-3-5428-(428. Email gkubotasofigmail com
Weh: httpe / f=ites google.com /site phubotaso




Permanent Income Inequality
PRELIMINARY AND INCOMPLETE

Brant Abbuott Giovanni Gallipoli
Queen's University University of British Columbia
abbotthrant @gmail. com gallipol@mail.ubc.ca

THIS DRAFT: FERRUARY 25, 2018

Abstract. We estimate the level and evolution of inequality in assets, human capital wealth
and permanent income. Our definition of the latter variable does not rely on a specific util-
ity function and imposes no restrictions on income processes. 'We characterize the distribu-
tion of human wealth using nonparametric identification results that allow for state-dependent
stochastic discounting and unobserved heterogeneity. Accounting for the value of human cap-
ital delivers a different view of inequality. We find that (i) in 2016 the top 10% shares of total
wealth and permanent income were roughly 173 lower than the comesponding share of assets;
(i) between 1989 and 2016 the top 10% shares of total wealth and permanent income grew
significantly faster than the commesponding share of asset wealth. Hence, human wealth has had
a mitigating influence on overall inequality but this mitigating effect has declined over time.
We show that households at the top of the assets distribution have not increased their sham
of human wealth. Instead, higher concentration of permanent income is due to the growing
importance of assets in lifetime wealth portfolios.

JEL Classification: D3, G1, [24, E21, J01
Keywords: Inequality, Earnings, Wealth, Human Capital



On the Distribution of Wealth and Employment

Minchul Yum*

January 2018

Abstract

In the United Siates, the employment rate is nearly flai sercos wealth guindiles with the
excepiion of the firsf guintile. Correlafions beiween wealih and empleyment are close o zero
or modersiely pomiive. However, incompletie markels models with a stendard wdiliy faneiion
counierfacinally genersie & sirongly negetdive relstionship between wealih and employment. Us-
ing & fairly standard incomplete markeis meodel ealibrated fo maich the distribuiion of wealih, I
find thet government fransfers and eapital income faxation inerease the (non-iargeded) correle-
tions between wealih and employment subsiantially, bringing the model eloser fo the daia. As
the model’s fit with the disiribuiion of wealih and employment improves, I find that the precan-
tionary motive of labor supply is mitigeied, 1hereby raising apgregaie labor supply elasiiciiies
subsianimally.

Eeywords: Wealth disiribation; employment; government transfers; empital ineome dmxe-
tion; aggregaie labor supply elasicty

JEL codes: E24, E21, J22

*Deparimeni of Economies, University of Meznheim, Germany, e-mail: minchal yuménni-mennbheim.de. 1 am
graieful to Timo Foppart, Patriek Pizins, and Arnan Valladares-Esteban for their eonsirnetive disenssions. I also
thank Klans Adam, Florin FHilbiie, Michsel Buorde, Anicine Camouns, Sebestizan Findeisen, Jordi Gali, Yonagseo
Jang, Tom Krebs, Dirk Krueger, Per Krusell, Dmitry Maiveey, Kjeiil Steresleiten, Nieols Paveai, Michele Tertilt,
and ceminar pariicipanis =i ike Ewropesn Winter Meeting of the Econometrie Soeiety 2t Bareelons GIE, Hih ifo
Ceaferenee oo Macroeeonomies and Survey Dada, Segang University, Morhime 2017, Asian Meeting of ihe Econemetrie
Speiety in Heng Kong, Madrid Workshop iz Quaziitaiive Maeroeesnomies, Humboldi University of Berlin, TIM
conference in Lichben, the PSE/Benqgue de France/Foadation Franee-Japor-EHESS workehop and 1he Univensity of
Mannbeimn for helpful comments. An earlier vercion of ihe paper was eirenlaied nnder the fidle of " On 1he Digtribation
of Wealih and Labor Foree Participatisn.®



Health Shocks and the Evolution of Consumption and
Income over the Life-Cycle*

Elena Capatina, Michael Keane, Shiko Maruyama
December 19, 2017

Abstract

This paper studies the effects of health on eamings dynamics and on consumption
inequality over the life-cycle. We build and calibrate a life-cycle model with idicayn-
cratic health, eamings and survival risk where individuals make labor supply and asset
accumulation decisions, adding two novel features. First, we model health as a complex
multi-dimensional concept. 'We differentiate between functional health and underlying
health risk, temporary ve persistent health shocks, and predicteble ve. unpredictable
shocks  Second, we study the interactions between health and buman capital sccu-
mulation (learningby-doing). These features are important in allowing the model to
capture the degree to which, and the pathways through which, health impacts earn-
ings and consumption patterns. They are also very important in estimating the value
of health insurance and social insurance. A key finding is that health shocks account
for roughly half of the growth in offer wage inequality over the life cycle. Eliminating
health shocks leads to & 5.5% decline in the variance of the present value of samings
acroas all individuals.

Keywords: Health, Income Risk, Precautionary Saving, Health Insurance, Wel-
fare
JEL elassificacion: D91, E21, 114, 131

1 Introduction

The aim of this paper is to extend the life-cycle labor supply framework to include
not only human capital accumulation (experience) but also health capital, and to explore
the implications for life-cyvele outcomes. In particular, we want to better understand the
importance of health shocks as a source of earnings risk and consumption inequality. To

*“We thank Dr Philip Heywood for excellent assistance in clessifying health shocks based on the Interna-
tional Classification of Dissgses (ICDY) codes This research has been supporced by the Auscralian Research
Council grant FL110100247 and by the ARC Centre of Excellonce in Population Ageing Ressarch (project
number TE110001028). We have received usefnl comments fiom participancs af various seminars and con-
farences including the brig Workshop, UNSW |, IFS Conference, SAET Conference, and WAMS Workshop.

1



Horizontal and Vertical Polarization: Task-Specific
Technological Change in a Multi-Sector Economy*

Sang Yoon (Tim) Lee' Yongseok Shin?
September 21, 2017

Abstract

‘We analvze the effect of technological change in & novel framework that integrates an
economy’s skill distribution with its ocoupational and industrial strocture. Individuals
become managers or workers based on their managenal vs. worker skills, and workers
further sort into a contimmum of tasks [occupations) ranked by skill content. COwur
theory dictates that faster technological progress for middle-skill tasks not only raises
the emplovment shares and relative wages of lower- and higher-skill oceupations among
workers (horizontal polanization), but also raises those of mansgers over workers as a
whole | rertical polarization). Both dimensions of polarization are faster within sectors
that depend more on middle-skill tasks and less on managers. This endogenously lesds
to faster TFP growth of such sectors, whose employment and value-added shares shrink
if sectoral goods are complementary (structural change). We present several novel
facts that support our model, followed by a quantitative analysis showing that task-
specific technological progress—which was fastest for ocenpations embodyving routine-
manual tasks but not interpersonal skills—is important for understanding changes in
the sectoral, cecupational, and orgamizational structure of the 1S, economy since 1980,

*Previously circulated as “Managing a Polarized Structural Change.” The theoretical model in this paper
was developed in conjunction with another project sponsored by PEDL and DFID, whose financisl support
(MRG 2356) we gratefully acknowledge. The paper benefited from comments and suggestions from many
seminar and conference participants. We are prateful to Frederico Belo, Nancy Stokey and Jon Willis, whose
conference discu=sions helped greatly improve the paper. We also thank Sangmin Aum for outstanding
research asistance. The uswal disclaimer spplics.

T Toulouse School of Economics and CEPR: syles. tin@tase—fr en.

PWashington University in St. Louis, Federal Reserve Bank of St. Louis and NBER: yshingvustl. edu.



Couples’ and Singles” Savings After Retirement
Abstract

We mode] and compare the saving behavior of retired couples and singles. These households
face uncertain longevity and medical expenses in the presence of means-tested social msurance
and bequest motives toward spouses and other heirs. Using AHEAD data, we evaluate the
relative exposure of couples and singles to various nisks and the relative importance of various
savings motives. We find that people who are single at age 70 live shorter lives than people of
the same age in a couple. Despite their shorter lives, singles are more likely to end up in a
musing home in any given year. For this reason. singles have higher medical spending per

than people who are part of a couple. We also find that assets drop sharply, between
gﬂ,{mﬂmdﬁﬂ,ﬂﬂﬂ,withﬂmduthufaspwm. By the time the second spouse dies, a large
fraction of the wealth of the criginal couple has vanished, with most of the declines ocoumng at
the times of the spouses” deaths. A large share of these wealth drops is explained by the high
medical expenses at the time of death In fact, total out-of-pocket medical spending and death
expenses are approximately $20,000 during the year of death (whereas medical spending is
$6.000 per year for similarly-aged people who do not die). These facts suggest that a sigmficant
fraction of all assets held n retirement are used to self-msure against the nsk of ligh medical and
death expenses.

Citation

De Nardi, Mariacristina, Eric French, and John Bailey Jones. 2015. “Couples’ and Singles’
Savings After Retirement.” University of Michigan Retirement Research Center (MERC)
Workmg Paper, WP 2015-322. Ann Arber, ML

hitp:/faww.mrre isT.umich edu/publications/papers pdffwp322 pdf
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