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TABLE1
ESTIMATES, CEX FINAL-GOOD EXPENDITURE"

(1) (2) (3) (4) (5) (6)

0.26 0.28 0.28 0.20 0.31 0.33
(0.04) (0.04) (0.03) (0.05) (0.04) (0.05)
€, —1 —0.80 -0.83 —0.81 —0.70 -0.95 -0.97
(0.06) (0.07) (0.06) (0.07) (0.09) (0.10)
€—1 0.65 0.68 0.75 0.67 0.82 0.85
(0.07) (0.07) (0.06) (0.07) (0.09) (0.10)
Expenditure Re-Weighted N Y N Y N Y
Region FE N N Y Y Y Y
Year x Quarter FE N N N N Y Y

4All regressions include household controls (described in the text). Standard errors clustered at the household level shown in
parentheses. The number of observations is 60,925 in all regressions.
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TABLE I1
Household-Level Results SAMPLE SPLITS, CEX FINAL-GOOD EXPENDITURE?
3 1 y <P50 ~P50 Pre’05 Post’05
V RIEW T AR BAETFAS L H m o Z} ;‘}
‘F:E’)‘/S}< N Jé{]\l-l", o

R KA E AR o 0.35 0.31 0.33 0.25
(0.07) (0.05) (0.07) (0.05)

e, — 1 —0.89 —(.99 —(0).98 —(0.92
(0.17) (0.12) (0.15) (0.08)

e, — 1 0.75 0.59 0.74 .65
(0.19) (0.16) (0.14) (0.10)

4Regressions estimated using CEX-replicate weights. Households controls included in all regres-
sions (as described in the main text). All regressions include Region and Year x Quarter fixed effects.
Standard errors clustered at the household level. The estimations in columns (2) and (3) are per-
formed imposing the constraint e; = () (by estimating an exponential transformation of the variable).
The corresponding standard errors are computed using the delta method.
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FIGURE 2.—Partial correlation of the real consumption index and relative log expenditure shares, CEX.
Notes: These plots depict the (binned) residuals corresponding to the average value of 20 equal-sized bins of
the data. The red line depicts the linear regression between the residualized variables.
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TABLE III
CROSS-COUNTRY ESTIMATES, €, = 1*

World OECD Non-OECD
(1) (2) () (4) (5) (6)
o 0.57 0.50 0.25 0.35 0.63 0.48
[0.32,0.69]  [0.26,0.71]  [0.20,0.66]  [0.03,0.55]  [0.06,0.74]  [0.34,0.75]
€q—1 —0.98 —0.89 —0.99 —0.99 —0.91 —0.80
[-1.13,-0.41] [-1.14,-0.46] [-1.00, =0.38] [-1.00,-0.66] [-1.15, —0.58] [-1.14, —0.40]
€ — 1 0.17 0.21 0.27 0.25 0.18 0.37
[0.07,0.60]  [0.03,0.67]  [0.03,0.55]  [0.09,1.95]  [0.11,2.08]  [0.03,0.67]
Country x Sector FE Y Y Y Y Y Y
Trade Controls N Y N Y N Y
Observations 1626 1626 492 492 1134 1134

4Bootstrapped 95% confidence intervals clustering at the country level shown in square brackets (computed through bootstrapping
50 samples with replacement). The estimations in columns (3) and (4) are performed by imposing the constraint that eg > 0 (by
estimating an exponential transformation of the variable).!
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Accounting for Structural Change

TABLE IV
ACCOUNTING FOR STRUCTURAL CHANGE, BASELINE ESTIMATES?
= b > > Agricultur i
v K 3E T R M AR SO l08( Nanufachuring 08 SFanatsctoring
F AR P HEBEE N ML Explained over Total Variance 0.97 0.57
Within over Explained Variance 0.46 0.61
L% o 0
f t]j i% =2 —% ﬁz H (73 /0 Within-Country Variance Decomposition
PLE) Price Effects 0.02 0.27
Income Effects 0.98 0.84
Both Effects 1.00 1.00
L LY
dExplained over Total Variance is computed as Var{log( F;:T”’; Var[log( E1,,3‘:1’—“}1]. Within over Explained Variance is computed as
Var[(1 — &) log( Pt 4 (1= 36 — ljﬁ]f\far[lajfﬁ )
2 e i gy g 7

44



3 Empirical Analysis

3 Empirical Analysis

Additional Robustness Analyses
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TABLE V
VARIANCE DECOMPOSITION USING ALTERNATIVE BASES?

Estimates Under Alternative Bases (see Table IX)

Agri. as base Manu. as base Serv. as base 3 sec. as base

a 0.33 0.57 0.33 0.40

(0.03) (0.07) (0.03) (0.04)

Eaf Em — 1 —0.67 —0.98 —0.86 —0.68

(0.06) (0.06) (0.07) (0.04)

&/&m — 1 0.26 0.17 0.23 0.31

(0.05) (0.04) (0.05) (0.06)

Variance Decomposition Using Alternative Bases
Agricul Services
log( ﬁm ) log( Ma;ufaclu.ring )

A-base M-base S-base 3-base A-base M-base S-base 3-base
Price Effects 0.03 0.02 0.02 0.03 0.10 0.27 0.16 0.08
Income Effects 0.94 0.98 0.94 0.94 0.95 0.84 1.00 1.00
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Additional Robustness Analyses
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Additional Robustness Analyses
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TABLE VI
BASELINE REGRESSION FOR INDIA, NSS EXPENDITURE?

<P50 =P350 Only Urban U.s.
(1) (2) (3) (4) (5) (6) (7)
€; — €m —0.63 —0.55 —0.62 —0.69 —0.57 —0.52 —0.61
(0.05) (0.07) (0.05) (0.29) (0.05) (0.07) (0.09)
€ — €, 0.49 0.42 0.69 0.51 0.56 0.45 0.49
(0.07) (0.10) (0.53) (0.08) (0.08) (0.11) (0.09)
Comparison to US Baseline
(E; —€,)/(E; — Ep) —0.78 —0.76 -1.11 —0.74 —0.98 —0.87 —0.80
(e,—1)/(€, — 1), baseline estimates  —0.81 —0.82 —0.84 —0.60 —0.81 —(0.81 —0.81
Expenditure Re-Weighted N Y N N N Y N
Time x Region x Inc. Quintile FE Y Y Y Y Y Y Y
T. x Reg. x Inc. Quint. x Rural FE Y Y Y Y N N N
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Comparison to Alternative Models and Extensions
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Comparison to Alternative Models and Extensions STRUCTURAL CHANGE 345
(a) Overall Fit Comparison (b) Nonhomothetic CES Fit for Taiwan
> r AU NN . Taiwan
Fhdx — 0 LA 3R Model: Within-R2 .
Stone—Geary 0.14 53—
PIGL 0.13
Nonhom.-CES 0.29 Eg |

v’ 45 R CESH A i $l 41t Z & T Stone-
Geary# Al fnPIGLAE A . A e A

A Manufacturing = Fit for Manufactuing

B Services Fit for Services
(¢) Stone-Geary Fit for Taiwan (d) PIGL Fit for Taiwan
Taiwan Stone-Geary Taiwan PIGL
@ w4
= =
8 &
2 2
we we
g §
g g
B 2o
E o Eo
wi i
o4 L=
1960 1870 1880 1880 2000 2010 1960 1870 1880 1880 2000 2010
Year Year
* Agriculture Fit for Agriculture ® Agriculture Fit for Agriculture
A Manufacturing Fit for Manutactuing A Manufacturng Fit for Manufactuing
m Services Fit for Services u Services Fit for Services

FIGURE 3.—Comparison of demand systems and fit for Taiwan.
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v g ﬁ’\: %[ﬂ ’}{%f/\?}'ﬁﬂ]ﬁgﬁﬁé‘%ﬁ%ﬁ fﬁ%’ﬂ: , CORRELATION OF NOMINAL AND REAL VALUE ADDED*
ok = o A B B R R B — B e -
Agriculture/Manufacturing 0.96 0.94
Services/Manufacturing 0.87 0.71
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STRUCTURAL CHANGE 347

(a) Agriculture Relative to Manufacturing (b) Services Relative to Manufacturing
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FIGURE 4.—Partial correlations of sectoral value added and the real consumption index. Notes: Data for
OECD Countries, 1970-2005. Each variable has been residualized by partialling out country fixed effects and
relative prices. Each point represents a country-year observation. The red line depicts the OLS fit, the shaded
regions, the 95% confidence interval.
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WRE— EFARSI TN
VRS o AN, R ANAE R T H TABLE XI

HOUSING AS A SEPARATE GROUP, CEX EXPENDITURE, €, = 1°

B i LJLJ:J] é Eﬁ “f'TJ ZLF/)Qﬁ 7%‘ ISR (1 ) (3) @)

(5

(6)

VR e — 1 AERE, RARLE 7 00 @0 00 0o

T €. — 1 —0.71 —0.74 —0.73 —0.72
- AV =E: 3y (0.05) (0.06) (0.05) (0.05)
] )é T_ﬁj‘ HH ‘jls ]j ° Eservices (excl. housing) —1 0.75 0.77 0.77 0.67
(0.07) (0.07) (0.07) (0.06)
(0.09) (0.10) (0.09) (0.09)
E diture Re-Weighted N Y N Y
Eservice(excl.housing) 1: % iE ‘L/( % Rﬁzi?n 1FL]1£re oe N N Y Y
Year x Quarter FE N N N N

0.19
(0.03)

—0.81
(0.05)

0.65
(0.06)

0.78
(0.07)

< Z

0.23
(0.03)

—0.85
(0.06)

0.65
(0.07)

0.82
(0.08)

B R 2 5 A o IR 430 171 8 8 B 3 K B N
B9 K T An

VAR BT # % €nousing — LR B Y IEHE K,
KHEERA TREENEZSL & HF
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v {ﬁ;ﬁg\ gg‘lf!_ a[~ o %E;EXJ]’JUE Il _ti’))i /J\ , Llféf %]J 10-SECTOR REGRESSION, e,

World OECD Non-OECD

KA EH X (HF. OECDAuE price Blastictty o b, o4 o7

Sector {i Nonhomotheticity Parameter e;
Agriculture 0.32 0.34 0.38

Il
o
B

- = /\/f (0.05) (0.05) (0.06)
OECD %{) é}\j ]7 /L/J o Mining 0.41 0.01 0.67
(0.06) (0.04) (0.05)

Public Utilities 1.59 1.32 1.61
b M S ¥ € ﬁ HINTF % =X N (0.05) (0.03) (0.05)

/ E‘F i//J )ﬁi‘ r é e El * ‘j / 1 > 7]< ZX I Transp., Storage, Communications 1.44 1.36 1.41
(0.03) (0.04) (0.03)

Construction 1.03 0.72 1.09

BIETHELE R, Wik, 27

I\ \ \ (0.02) (0.02) (0.02)

H ]—] HE‘ ;{E —Tﬁ }jlj ) ]j > 7]{Ef‘ ] lj Community, Social, and Personal Serv. 1.18 0.85 1.21
(0.03) (0.05) (0.03)

_ Wholesale and Retail 1.62 1.59 1.58
EATL, WEATHEFGE, Wwambi 4% b ah
’ N ’ Finance, Insurance, Real Estate 2.17 2.36 2.04

(0.07) (0.11) (0.07)

- Observations 1596 492 1104
A) \ (@]
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Model Calibration
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Model Calibration

V ES¥ o\, AT AR P AT FTCESR T 5 fe, fn R Mo, FF%E XA
7T (2;=1) « RAEHXBFTRHRESEME, FRAEE o =033, FAIIHES=0.1,

V O E PR E BRI E R R KENE (= Ye) , HETREZERN
T A R KERAITRE,

Vo BEHSERE M REF0NE, FEEHAERE MR X ((e.g, Guvenen, 2006; Havranek, 2015))
FRAENEITE (L H05) .

Table 9: Model Parameters for the Calibration Exercise

Parameter Ta Tm = Y0 “Is a Ca Em s ¥ i i A

Value 0.029  0.013  0.011 0.50 005 1.00 120 033 220 096 0.10
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Dynamics of Capital Accumulation & Interest Rate
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Dynamics of Capital Accumulation & Interest Rate

Figure 5: Transitional Dynamics: Comparison with Neoclassical Growth Model (NGM)

VanE5@ R, AR X AN AR AGTE (a) Path in (k, E)-space (b) Evolution of the Real Interest Rate
FIN BT R W E, SRR, BALHET At B A
t AR (nhCES / hetGr, nhCES / homGr, CES / hetGr) #& 1
BT B2 A FNGMA I F 5 8 8 0% % b “

—nhCES/ hetGr (Calibrated)|]
—--nhCES /homGr ]
== CES/ hetGr
e CES/homGr (NGM) E

1
o
P2

Interest Rate (r¢)
o
o

K 09F
—% ﬁ %ZIK;F/U\ j% ﬁ.ﬁi 7]:5 XY]— E ‘[f'i o ! 7 —nhCES/ hetGr g
v NN _ . b //;.-‘{"{f ----nhCES /homGr}3 0.1
CEWRERAERE N, WESOFR, 0D N
BRI 2 B9 VR R R BT A Rl o B R K UE S R A 3 I200% T 071152(“;)53 0.5,

| 04 Fa A K S BR 2R B B E] (2 3= & v AR A ki ) )
E‘] 150 /O;E“ N~ 7}(:]:}5)? b é/\:} ﬁ l—] (;}:Kﬁﬂ ) ° 7]:§L Ej{%i The evolution of the economy starting from initial per-capita stock of capital of ky = 1 < k" = 2.10.
A 4 1 RS 7 — g =4 The parameters for the Calibrated Model are given in Table 9. The nhCES/hetGr corresponds to the
<nhCES/ thGf) ﬂ;lj /EL: /r)[{z‘ /Ez‘ [Eppee )f@ E ji l{]/‘] 7];%; = EJL 7]< ﬁ ZLFX l;’( calibrated model with nonhomothetic CES and heterogeneous rates of sectoral productivity growth . The
N e hCES /homGr model corresponds to the case with nonhomothetic CES preferences and homogeneous
N 2L /Z> 3 v =] > = > > . )
é,\:) % FZF %IJ i le ‘,‘lkjiﬁi ’ :{ﬁ K ;d}] 7@ 9.1 $ ’ ﬁﬁNGMﬁ 44$ ° rates of sectoral productivity growth, v = 0.011 for ¢ € {a,m, s}. The CES/hetGr model corresponds to

the case with homothetic CES preferences , ¢; = 1.20 for i € {a, m,s}. The CES/homGr corresponds to

ég%% Ey:] ’ é:é!: #@ /;EE :}i ( ﬁ:}i E’ IE i /)J )ﬁ %E' zk j& %)}ﬁ\ i /ﬁ $ ‘& the case of the Neoclassical Growth Model (NGM) both Ll_m rates of productivity growth and the income

elasticity parameters are homogeneous across sectors. k* and E” denote the asymptotic normalized

% ) % J& i 13/—:]’; 7? ]J $ [éj %é’:‘f\ § ﬁ@ L]k ﬁf(ii’: })':E{ )\—E ’rgy; o per-capita stock fo capital and total consumption expenditure, respectively.
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