

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Revisiting the Effect of Household Size on Consumption Over the Life-Cycle

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			39 Pages
		
		

		Posted: 16 Mar 2011
		
			Last revised: 8 May 2014
		
		
	

	
		
			
			




	See all articles by Alexander BickAlexander Bick
Federal Reserve Banks - Research Division
Sekyu Choi
Autonomous University of Barcelona - Department of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: October 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Although the link between household size and consumption has strong empirical support, there is no consistent way in which demographics are dealt with in standard life-cycle models. We study the relationship between the predictions of the Single Agent model (the standard in the literature) versus a simple model extension (the Demographics model) where deterministic changes in household size and composition affect optimal consumption decisions. We show theoretically that the Demographics model is conceptually preferable to the Single Agent model as it captures economic mechanisms ignored by the latter. However, our quantitative analysis demonstrates that differences in predictions for consumption are negligible across models, when using standard calibration strategies. This suggests that it is largely irrelevant which model specification is used. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Consumption, Life-Cycle Models, Households

	
	

	
    

    
	

	
	
		JEL Classification: D12, D91, E21, J10

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bick,  Alexander and Choi,  Sekyu, Revisiting the Effect of Household Size on Consumption Over the Life-Cycle (October 2012).  Available at SSRN: https://ssrn.com/abstract=1785510 or http://dx.doi.org/10.2139/ssrn.1785510 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Alexander Bick (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Federal Reserve Banks - Research Division  ( email )

			

			
			
				
				
				
					P.O. Box 442
St. Louis, MO  63166-0442
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sekyu Choi

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Autonomous University of Barcelona - Department of Economics  ( email )

			

			
			
				
				
				
					Avda. Diagonal 690
Barcelona, 08034
Spain

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       60

			

		
		
		
			Abstract Views

			      783

		

		
		 
		
			Rank

			  646,338

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       36 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Consumption, Saving, & Wealth eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Consumption, Saving, & Wealth eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,502

                                    

                                    
                                        PAPERS

                                            6,988

                                    

                                

                                
                            

                        

                    

                
	
                    Information Systems & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              224

                                    

                                    
                                        PAPERS

                                           14,631

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik Brynjolfsson at National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Relative Wage Movements and the Distribution of Consumption

                        
                            By
                                
                                
                                    
                                    Orazio Attanasio
                                     and 
                                
                                    
                                    Stephen J. Davis
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Consumption and Risk Sharing Over the Life Cycle

                        
                            By
                                
                                
                                    
                                    Kjetil Storesletten, 
                                    
                                
                                    
                                    Chris Telmer, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Intertemporal Choice and Inequality

                        
                            By
                                
                                
                                    
                                    Angus Deaton
                                     and 
                                
                                    
                                    Christina Paxon
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Partial Insurance, Information, and Consumption Dynamics

                            
                                By
                                    
                                    
                                        
                                        Richard W. Blundell, 
                                        
                                    
                                        
                                        Luigi Pistaferri, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Income Inequality Lead to Consumption Inequality? Evidence and Theory

                            
                                By
                                    
                                    
                                        
                                        Dirk Krueger
                                         and 
                                    
                                        
                                        Fabrizio Perri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Income Inequality Lead to Consumption Inequality? Evidence and Theory

                            
                                By
                                    
                                    
                                        
                                        Dirk Krueger
                                         and 
                                    
                                        
                                        Fabrizio Perri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Income Inequality Lead to Consumption Inequality? Evidence and Theory

                            
                                By
                                    
                                    
                                        
                                        Dirk Krueger
                                         and 
                                    
                                        
                                        Fabrizio Perri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Income Variance Dynamics and Heterogeneity

                            
                                By
                                    
                                    
                                        
                                        Costas Meghir
                                         and 
                                    
                                        
                                        Luigi Pistaferri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Rising Inequality? Changes in the Distribution of Income and Consumption in the 1980s

                            
                                By
                                    
                                    
                                        
                                        David M. Cutler
                                         and 
                                    
                                        
                                        Lawrence F. Katz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Macroeconomic Implications of Rising Wage Inequality in the United States

                            
                                By
                                    
                                    
                                        
                                        Jonathan Heathcote, 
                                        
                                    
                                        
                                        Kjetil Storesletten, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
