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Figure 1. Standard Deviation of Log Weekly Wages
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Figure 3. Change in wage inequality from CE, CPS and PSID
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Source: Heathcoate, Perri, Violante  
(Review of Economic Dynamics, 2010) 
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Figure 4. Standard Deviation of Log Total and Disposable Earnings
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Source: Heathcoate, Perri, Violante  
(Review of Economic Dynamics, 2010) 
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Figure 5. Decomposition of Disposable Earnings Inequality
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Figure 6. Standard Deviation of Log Disposable Earnings and Log Consumption
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Source: Heathcoate, Perri, Violante  
(Review of Economic Dynamics, 2010) 
 



1970 1975 1980 1985 1990 1995 2000

0.4

0.6

0.8

1

1.2

1.4

1.6

1.8

2
Figure 7. Consumption by selected quintiles of the disp. earnings distribution
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Figure 8. Decomposition of Consumption Inequality
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Figure 5 from Heathcoate, Perri, Violante  
(Review of Economic Dynamics, 2010) 
 



 
 

Source: Krueger and Perri, Review of Economic Studies (2006) 
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Figure 9. Standard Deviation of Log Wages and of Log per adult hours
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Figure 10. Yearly hours worked per person(average and by selected quintiles of the consumption distribution)
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Figure 11. Correlation of hours worked and consumption
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Table 1. The persistence of the estimated processes*

Disposable Earnings

Within-group Between-group

Value 0.76 0.97

Consumption

Within-group Between-group

Value 0.72 0.98

*The reported measure of persistence is the value of the second largest eigenvalue of the transition matrices
πd and πg
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Figure 12. Welfare Losses
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12a. Using Earnings (σ=1)
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12b. Using Earnings (σ=2)
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Consumption, Idiosyncratic Component

W
el

fa
re

 L
os

s

Highest Consumption Group

Lowest Consumption Group

12c. Using Consumption (σ=1)
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12d. Using Consumption (σ=2)
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Figure 13. Welfare Losses
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13a. Lowest Cons. Group (CRRA=1)
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Cons. and Leisure, Uncorrelated
Cons. and Leisure, Correlatated
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13b. Lowest Cons. Group (CRRA=2)

Consumption Only               
Cons. and Leisure, Uncorrelated
Cons. and Leisure, Correlatated
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Figure 13c. Highest Cons. Group (CRRA=1)
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13d. Highest Cons. Group (CRRA=2)
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Source: Aguiar and Hurst (2007)



 



 



 



 



 



 



 



 



 



 



Decomposition of Leisure Inequality
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