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Fri§1) X249 th: ABB Model

A T
InYe =Y Bul(agei = k) + Y vsl(vears = s) + pi + yie
k=2 s=3
e Regress before-tax earnings Yj; on age dummies and individual and
year effects
e Decompose idiosyncratic shock y;: into a persistent component 7
and a transitory component €;;

it 2% - lWE %8 ( GRIPS BEAKY) WHEOMFHH O RBNLHS



P18 20 L RRE DS
0080000

Fri§1) X249 th: ABB Model

(yie = it + €it,
Nie = Qqy(Nie—1, ageir, uit),  (Uit|Nie—1,it—2, . ..) ~ Uniform(0, 1),

eir ~ Qe(agei, uf), u ~ Uniform(0,1),

i1 ~ Qy, (ageit, u?tl), u?tl ~ Uniform(0, 1).

e Persistent component 77;; follows a Markov process defined by a
conditional Quantile function Q.

e Persistence on 7; ;1 is allowed to vary by the level of past
earnings, the size and sign of current innovations, and age via Q.
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Persistence of Log Earnings Residuals
Notes. Individual-level data for 2011-2021 for a municipality.
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Persistence of Log Earnings Residuals by Age
Notes. Individual-level data for 2011-2021 for a municipality.
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e Earnings (E) = labor income + business income
o Labor income: income from both the main job and other jobs (salary,
allowances, and bonuses)
o Business income: income earned from agriculture, forestry and
fisheries, and other businesses

e Income (1) = Earnings (E) + capital income + transfers + other
income

e Wealth (W)

o Gross financial asset: deposits (ordinary deposits/time deposits,
banks/post offices/other financial institutions), insurance
(life/non-life/postal), loans/money trusts (face value), stocks/stock
investment funds (market value), bonds/public and corporate bonds
investment trusts (face value), others (corporate internal deposits,
etc.)

o Housing and other real assets not included (data available only after
1999)
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Year 1984 1989 1994 1999 2004 2009 2014 2019

Sample size

Total 55,026 60,187 60,791 60,738 60,059 57,059 56,422 41,807
> 2 HH members 50,967 56,075 56,069 55,723 55,056 52,716 51,768 33,021
One-person HH 4059 4112 4722 5015 5003 4343 4,654 8,786
% of one-person HH (weighted) 17.9% 19.1% 204% 26.8% 25.8% 28.2% 30.1% 35.3%
Demography

Average HH size 3.350  3.242  3.060 2.759 2.675 2534 2414 2282
Age of HH head 45.5 47.8 49.7 50.9 54.7 56.8 59.8 56.6

% of HH head aged > 65 9.9% 135% 18.0% 21.9% 305% 35.6% 44.8% 37.9%
Marital status of HH head

Married 77.5%  76.5% T4.3% 67.5% 67.6% 64.4% 61.6% 55.9%
Single 225% 23.5% 25.7% 325% 32.4% 35.6% 38.4% 44.1%
Female HH head

% of female HH head 12.7%  16.1% 18.3% 18.5% 23.2% 26.1% 27.9% 24.4%
aged < 64 9.8% 11.3% 11.7% 11.8% 122% 12.6% 10.6% 13.6%
aged > 65 29%  48%  6.5%  6.7% 11.0% 135% 17.3% 10.8%
‘Workers in HH

Average # of workers 1.545 1.486 1.452 1.313 1.231 1.169 1.102 1.196
Whether spouse works 45.6% 44.4% 46.0% 43.9% 43.5% 451% 46.0% 52.5%
# of workers > 3 129% 12.7% 128% 101% 94% 83% 75% 7.3%
Employment status of HH head

Employee 63.8% 63.6% 64.0% 61.8% 54.0% 51.5% 47.7% 54.7%
Self-employed 27.5% 234% 19.2% 164% 164% 154% 13.8% 11.8%
Not working 87% 129% 16.8% 21.8% 29.5% 33.1% 384% 33.4%
Not working (aged < 64) 39% 52% 50% 65% 6.6% 68% 50% 6.1%
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(Earnings in JPY1,000)

Year 1984 1989 1994 1999 2004 2009 2014 2019
Mean 5,109.8 5,600.8 5,856.7 5,195.7 4,398.3 3,829.2 3,391.8 3,944.4
Median 4,768.9 5,1784 5375.0 4,653.1 3,664.9 2,764.4 1,866.7 3,050.0
Concentration

Gini index 0.381 0425 0448 0482  0.550  0.588  0.627  0.559
Coefficient of variation 0.749 0.845 0.890 0.929 1.088 1.161 1.287 1.105
Ratio of top 1% to median 3444 3770 3876  4.101 5000  6.223 8973  5.902
Ratio of top 10% to median 1.980 2109 2176 2353 2783  3.409  4.731 3.049
Skewness

Skewness 3.124 3.305 4.455 2.882 2.900 2.756 3.048 2.254
Ratio of mean to median 1.071 1.082 1.090 1.117 1.200 1.385 1.817 1.293
Percentiles

10% 122 0 0 0 0 0 0 0
20% 2,190 1,623 969 0 0 0 0 0
40% 4,015 4223 4292 3571 2136 1,120 308 1,930
60% 5474 6,099 6458 5765 4963 4,188 3,446 4,160
80% 7494 8,631 9271 8,643 7843 7,173 6,646 6,960
90% 9,440 10,921 11,698 10,949 10,199 9,424 8831 9,300
95% 11,387 13,119 14,083 13,367 12,565 11,686 11,077 11,600
99% 16,423 19,522 20,833 19,082 18,325 17,204 16,749 18,000
Age Group

<34 4,018 4,325 4,666 4,356 4,382 4223 4319 4,119
35-49 6,040 6,784 7,341 7,019 6497 6,078 5866 5837
50-64 5763 6,515 7,208 6,553 5878 5291 5244 5984
> 65 2,185 2,002 1,771 1,471 1,125 928 942 1,375
Correlation

Earnings and income 0.885 0.848 0.867 0.854 0.840 0.808 0.835 0.871

0.331 0.218 0.148
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(Income in JPY1,000)

Year 1984 1989 1994 1999 2004 2009 2014 2019

Mean 5,994.8 6,795.5 7,203.1 6,662.6 6,208.9 5,762.2 5,376.6 5,544.6
Median 5,316.3 5,868.8 6,250.0 5,663.3 5,235.6 4,795.8 4,400.0 4,550.0
Concentration

Gini index 0.319 0.337 0.345 0.350 0.356 0.362 0.370 0.359

Coefficient of variation 0.659  0.750  0.737  0.722 0.757  0.755 0.783 0.744

Ratio of top 1% to median 3.542 3.853 3.833 3.847 4.000 4.127 4.312 4.358

Ratio of top 10% to median 1.952 2.025 2.050  2.133 2.160 2.205 2.289 2.237
Skewness

Skewness 4.093  12.781  5.769  4.009  4.677  4.529 4414 3.059

Ratio of mean to median 1.128 1.158 1.153 1.176 1.186 1.202 1.222 1.219

Percentiles

10% 2,190 2,301 2,292 2,092 1,958 1,749 1,662 1,800
20% 3,102 3,383 3417 3,122 2869 2565 2328 2,530
40% 4,611 5,063 5,250 4,755 4,387 4,042 3,651 3,830
60% 6,083 6,904 7292 6,704 6,188 5728 5282 5420
80% 8,273 9,436 10,177 9,510 8,838 8,346 7,774 7,950
90% 10,377 11,887 12,813 12,082 11,309 10,576 10,072 10,180
95% 12433 14,384 15,625 14,796 13,927 13,089 12,379 12,610
99% 18,832 22,612 23,958 21,786 20,042 19,791 18,974 19,830
Age Group

< 34 4,299 4,679 4,962 4,603 4,726 4,857 4,483

6,654 7,540 8,123 7,772
7,050 8,095 8,715 8,144
> 65 4453 4732 4891 4,671
Correlation

Income & wealth

6,935 6,781 6,473
6,957 6,765 7,057
4200 3,929 4,366

0.484

0.340  0.341  0.341 0317 0286  0.284  0.269
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(Wealth in JPY1,000)

Year 1984 1989 1994 1999 2004 2009 2014 2019
Mean 7,052.6 10,7309 12,412.6 12,761.2 14,149.3 13,577.5 14,351.6 12,481.0
Median 4,075.4 56387 7,052.1 6,989.8 74450 6,806.3 6,841.0 5,150.0
Concentration

Gini index 0.577 0.614 0.584 0.600 0.609 0.629 0.642 0.671
Coefficient of variation 1.442 2.006 1.486 1.447 1.420 1.483 1.553 1.832

Ratio of top 1% to median 12.048  13.982 11.710 12.058 12.522 13.631 15.016 19.029
Ratio of top 10% to median  3.958 4.306 4.165 4.460 4.833 5.171 5.397 6.245

Skewness

Skewness 5.155  14.800 8.556 4.870 4.142 5.118 5.018 8.309
Ratio of mean to median 1.731 1.903 1.760 1.826 1.901 1.995 2.098 2.423
Percentiles

10% 414 521 306 63 0 0 0
20% 1,217 1,979 1,531 1,382 838 677 450
40% 2,981 5,208 4,898 5,236 4,482 4,410 3,100
60% 5,474 7,560 9,375 9,510 10,513 10,000 10,256 8,000
80% 10,146 14,730 18,073 19,388 21,822 21,466 22,533 19,000
90% 16,131 24,281 29,375 31,173 35979 35194 36,923 32,160
95% 23,723 36,329 42,385 44,847 51,099 50,052 53,703 47,330
99% 49,100 78,838 82,583 84,286 93,225 92,775 102,728 98,000
Age Group

<34 3,017 3,689 4,065 3,561 3,730 3,824 3,979 3,426
35-49 6,627 9,060 10,109 9,770 9,503 8,733 8,133 8,164
50-64 10,265 14,779 16,185 16,451 17,298 16,060 16,589 15,536
> 65 9,346 16,140 18,005 18,656 18,836 17,271 17,422 16,441
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GRID Project &% ?

e GRID (Global Repository of Income Dynamics) Project:
https://www.grid-database.org/
o Quantitative Economics, Vol. 13, Issue 4, 2022.
o BME : KE. HE. hFH. I5VR FAY, 12VT7 ARA
ICTIR=D RV —To Iz —, TP PILEVFY
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