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ABSTRACT. Choo-Siow (2006) proposed a model for the marriage market which allows for
random identically distributed noise in the preferences of each of the participants. The
randomness is McFadden-type, which permits an explicit resolution of the equilibrium
preference probabilities.

In this note we exhibit a strictly convex function whose derivatives vanish precisely at
the equilibria of their model. This implies uniqueness of the resulting equilibrium marriage
distribution, simplifies the argument for its existence, and gives a representation of it in
closed form. We go on to derive smooth dependence of this distribution on exogenous
preference and population parameters, and establish sign, symmetry, and size of the
various substitution effects, facilitating comparative statics. In particular, we show that
an increase in the population of men of any given type in this model leads to an increase
in (a) the equilibrium transfer paid by such men to their spouses, (b) the percentage of
such men who choose to remain unmarried, (c) the number of unmarried men of each
type, and (d) a decrease in the number of unmarried women of each type. While trends
(a)-(d) are not surprising, the verification of such properties helps to substantiate the
validity of the model. Moreover, we make unexpected predictions which could be tested:
namely, the percentage change of type i unmarrieds with respect to fluctuations in the
total number of type j men or women turns out to form a symmetric positive-definite
matrix 7;; = 7j; in this model, and thus to satisfy bounds such as |ri;| < (7).
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1. INTRODUCTION

The classic transferable utility framework which Becker used to model the marriage
market was augmented by Choo and Siow [7] to allow for the possibility that agents’ pref-
erences might be only partly determined by observable characteristics, and might therefore
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include a stochastic component depending on unobservable characteristics. The random-
ness was chosen to be McFadden type [19], and spreads the preferences of agents on one
side of the marriage market over the entire type-distribution of agents on the other, thus
yielding non-assortative matching, a feature of the marriage market that has long been
observed empirically [7]. The model is non-parametric and highly tractable; given an ob-
servation of marriages between different types of agents, there is a simple closed form,
‘point-identified’ expression for the average utility (or ‘total gains’) generated by each type
of marriage. Of potential use to econometricians, demographers, and economic theorists is
a solution to the backwards problem: given the total gains to each type of marriage and
population data, what can be said about possible distributions of marriages corresponding
to those parameters? Basic questions include existence and uniqueness of such a marital
distribution; computing comparative statics is even more interesting. How will the marital
distribution respond to changes in composition of the population? How will it change due
to policy shocks whose effects can be summarized by revising the total gains parameters?
The purpose of the present note is to address these questions.

We shall do this in Theorem 1, by showing that the equilibria in this model coincide
with critical points of an explicit strictly convex function depending on the logarithm of the
number of unmarrieds of each type. This shows the uniqueness of such equilibria, simplifies
existing arguments [6] [8] [12] for their existence, and leads to a closed form expression
for the equilibrium, facilitating subsequent analysis of its properties in Theorem 2 and
Corollary 3. The strategy of using variational principles to solve nonlinear systems of
equations has a rich history in mathematics and physics, going back as least as far as the
classical mechanical principle of least action; it is commonly used in settings much more
involved than the present one, such as the study of nonlinear partial differential equations.

1.1. The Choo-Siow Marriage Matching Model. The Choo-Siow model [7] is de-
signed for analyzing matching problems in a large population. Dividing the population
into I observable types of men, and J observable types of women, use m; to denote the
number of men of type i € {1,...I}, and f; to denote the number of women of type
j€A{1,...J}, and p;; to denote the number of marriages of type ¢ men to type j women.
Using pi0 and po; to denote the number of unmarried men of type ¢ and women of type j,
we have the obvious population constraints

J
(1) pio + Zﬂz’j = mj,
j=1
I
(2) u0j+2uz‘j = [
i=1
(3) pij = 0.

Choo and Siow predict a relationship between the observed marriage pattern (p;;) and
the exogenous gains ;; associated to a marriage between a man of observed type ¢ and
a woman of observed type j, relative to both partners remaining single. Namely, setting
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II;; = ™4, they predict

(4) B .
v/ Hio o

There is theoretical basis for this prediction, which we outline below, but its relevance
to us is tangential. It is based on a competitive equilibrium framework with transferable-
utility and unobserved heterogeneity of a specific (and highly restrictive) form. The main
goal of this note will be to solve the system (1)-(4) to determine (y;;) and its properties
as functions of the gains matrix (II;;) and the population vector v = [m | f], whose I + J
components consist of the observed frequencies m; and f;.

1.2. Choo and Siow’s derivation. To motivate the model, and give context for our
results in the literature, let us briefly recall Choo and Siow’s derivation of (4). They
assume individual agents have a utility function that depends on both an endogenous
deterministic component 7 capturing systematic utility, and an exogenous random one €
modeling heterogeneity within the population of each given type. Thus the utility accrued
by a man of type 7 and specific identity ¢ who marries a woman of type j is assumed to
be:

(5) g = Miy + O€ijg;

the case j = 0 represents the utility of remaining single. Endogeneity of 7;7 can be
interpreted to reflect the possibility of interspousal transfer, as in §6 below. It is set in
equilibrium, and depends explicitly on the type of the man and the type of the woman,
and implicitly on market conditions, i.e. on the relative abundance or scarcity of men and
women of each different type. The random term ¢;;, depends additionally on the specific
identity of the man, but not on the specific identity of the woman. Hence a specific thirty-
five year old man may have stronger than typical (with respect to his age group) attraction
for fifty-year old women. But this attraction does not depend on whether, for example,
the older woman has an especially strong attraction to younger men (assuming this latter
characteristic is unobservable in the data and hence not reflected in j). Analogously, the
utility accrued by a woman of type j and specific identity h who marries a woman of type
7 1s assumed to be szh = nz-fj + o€;jp, with Thfj deterministic and endogenous.

The random variables €, (and €;;,) are assumed to be independent and identically
distributed, with the Gumbel extreme value distribution used by McFadden [19], whose
cumulative distribution function is given by Pr(e;j, < ) = exp(— exp(—x)). These simpli-
fying assumptions are severe. However, they permit one to determine the relative demand
for different types of women by type ¢ men explicitly:

exp (")

"7:2)

(6) Pr(Man of type (i, g) prefers a woman of type j) = 5
k=0 CXP( 75

In the limit of an infinitely large population, this probability coincides with the percentage
wi; /m; of type i men who demand type j wives. Comparing this with the percentage who
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choose to remain unmarried yields p;7 /iy = el i)/ Treating women’s preferences as
the supply side, the analogous computation yields

™ ply ity = N

Finally, (4) results from multiplying these expressions together and equating supply with
demand by setting (u;}) = (uzfj), where the exogenous gains matrix is identified as

- o iy -y — i
J 20

Since all finite values of o > 0 are equivalent to an appropriate rescaling of ng? and n[j,
we henceforth follow Choo and Siow [7] by fixing ¢ = 1. We have introduced the standard
deviation o only to be able to note the conceptual limits: ¢ — 0, representing an absence
of randomness — in which case the problem boils down to a discrete choice model which
be solved using a linear program as in [16] [4]; and o — oo, which represents all partners
chosen randomly — in which case marital frequencies of different types precisely mirror
the abundance of these types in the population.

1.3. Motivations for the present work. The problem we solve is important for sev-
eral reasons. First, the implicit conditions present in equation (4) are the equilibrium
outcome of a competitive market. There are not so many realistic environments with
finitely many agent types and many commodities which are known to generate unique
competitive equilibria — except possibly generically. While there are generic uniqueness
results for matching problems that can be reduced to convex programing problems such as
Monge-Kantorovich matching, e.g. [16] [4] [10] [11], the stochastic heterogeneity prevents
the equilibrium in our model from being formulated as such. Instead, stochasticity restores
uniqueness without the need for a genericity assumption in our model — and indeed in the
more general setting studied by Galichon and Salanié [15].

Second, an affirmative explicit solution to the Choo-Siow Inverse Problem makes the
Choo-Siow model useful in econometric analysis. The matrix II = (II;;) is exogenous and
not directly observable, but can be estimated from an observed marriage distribution (f;;)
using (4). An economic or social shock will affect the systematic utilities that agents of
various types incur by marrying agents of various other types, and will therefore alter the
value of II. This effect can be approximated to form an updated matrix of aggregated
systematic parameters IT'. Existence and uniqueness guarantee that there will be exactly
one marriage distribution that results from the shock, making the model predictive. In the
same vein, demographers are often interested in predicting how marriage distributions will
change due to changing demographics, i.e. changes in the population vector v. Our closed
form solution and comparative statics make it possible to compute the sign and in some
cases the magnitude of such changes explicitly.

Finally, if the model can be shown to admit a unique distribution, the estimated para-
meters m;; are an alternative characterization of the observed marriage distribution. The
recharacterization is useful because the parameters of the Choo-Siow model have a behav-
ioural interpretation, and are not merely observed data.
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1.4. Summary of progress and related literature. The related local uniqueness ques-
tion was resolved by Choo and Siow in [7]. However the issue of global uniqueness was
left open, and posed as an open problem in a subsequent working paper by Siow [23].
We resolve this question positively by introducing a variational principle and a change of
variables which allows us to exploit convexity. The question of existence of (p;;) for all
IT = (e™4) was addressed in a working paper of Choo, Seitz and Siow [6] by appealing to the
Tarski fixed point theorem; see also the related results of Fox [12] and Dagsvik [8]. However
the proofs there are long and involved, whereas the variational proof in the present paper
is simple and direct and follows from continuity and compactness by way of an elementary
estimate. Moreover, it leads to an explicit representation of the solution. This allows us to
rigorously confirm various desirable and intuitive features of Choo-Siow matching, whose
presence or absence might in principle be used as a test to refute the validity of various
alternative matching models. Among other results, we show for example that an increase
in the number of men of a given type increases the equilibrium transfer paid by such men
to their spouses, while also increasing the percentage of such men who choose to remain
single. See Theorem 2 below for related statements and more surprising conclusions.

The assumption of independent, indentically distributed randomness upon which Choo
and Siow’s derivation is based is severe. Assuming women’s ages are observed for example,
it rules out the possibility of correlations between man g’s preference for 52 year old women
and his preference for 53 year old women, beyond those encoded in the deterministic
preferences he shares with all men of his observed type ¢. This assumption is partly
relaxed in work of Galichon and Salanié [14] [15], who also allow for dependence within
idiosyncratic type, heteroskedasticity, and relax the assumption that the random variables
have Gumbel extreme value distribution.

Independently of us, they develop a convex variational approach to their extension of the
Choo-Siow model. From theoretical considerations, they derive a closed-form expression for
a strictly concave social welfare function governing competitive equilibria in their models.
This gives an alternate approach to existence and uniqueness of equilibria in our setting as
a special case. Apart from its convex analytic nature, their approach is quite different and
complementary to ours. Their convex minimization is more complicated but also much
more general than ours: it takes place in an I x J dimensional space involving the variables
Hij, whereas ours takes place in an I + J dimensional space whose variables are log 11;0 and
log poj. Due to these differences in formulation, certain endogenous variables and properties
of the models are more immediately accessible from their approach, while others are more
immediately accessible from ours. The comparative statics we derive, for example, are
specific to the original Choo-Siow model and serve to highlight some implications of the
very restrictive hypotheses upon which it is based. We do not know whether or how the
variational approach we employ might extend to the more general setting of [15], a question
of potential interest for future research.

1.5. Organization. The remainder of this note is organized as follows. Section §2 states
our results formally; it is followed by a section containing derived statics. Section §4 proves
the existence and uniqueness of equilibria, while §5 is devoted to the comparative statics
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asserted in Theorem 2. Section §6 establishes the further comparative static assertions of
Corollary 3 and §3.

2. PRECISE STATEMENT OF RESULTS

In the preceding section, the Choo-Siow inverse problem was formulated: it is the prob-
lem of finding existence and uniqueness of equilibrium p satisfying (1)—(4) given exogenous
gains Il and population data v. As the name suggests, it is also useful to think of this
problem as one of inverting a function. From this point of view, even though II is exoge-
nous, we may prefer instead to consider II as the image of a marriage distribution under
a transformation that we seek to invert. We assume p;0 > 0 and pj0 > 0 without loss of
generality.'

2.1. Preliminaries. Let us begin with a reformulation of the Choo-Siow inverse problem;
Siow attributes this reformulation to Angelo Melino. Let 3; := \/i1i0 and Br; := \/fo; de-
note the number of unmarried men and women of types¢ =1,...,Tand j =1,...,J respec-
tively. Since the gains matrix (4) can be used to express each component j1;; = 3;8r4;11;; of
the marital distribution in terms of these new variables, the population constraints (1)—(2)
can be reduced to a system

J
B2+ BifrIl; —vi=0, 1<i<I,
=1

I
9) Blej+ > BiBriy—vig; =0, 1<j<J.
i=1
of (I + J) quadratic polynomials in the (I + J) variables {3k }x=1 counting the number of
umarried men and women of each type.

A solution to this system of equations is a vector of amplitudes § that has (I + J)
components. Abstractly, its components might be real, complex, or both. The Choo-Siow
Inverse Problem is equivalent to showing that the polynomial system (9) has a unique
solution with real positive amplitudes for all gains matrices Il and population vectors
v = [m | f] with positive components. The full marital distribution satisfying (1)—(4)
is then recovered by choosing p;; = B3;8r4+j11;;. Our proof is variational. We construct a
functional E((3) with the property that 3 is a critical point of E — meaning a point where
E has zero derivative — if and only if 3 satisfies equation (9). We then show that E
has exactly one critical point in the positive orthant (R )7, and give a formula for this
critical point using the Legendre transform of a related function.

The first result of this paper is the following theorem, which solves the Choo-Siow Inverse
problem.

rom the market equilibrium point of view, the fact that the left hand-side of (4) becomes infinite when
i0 OF fioj is equal to zero is unproblematic. It means that no finite value of the exogenous II is sufficient
to induce all the representatives of some type to marry. However from the inverse problem point of view,
it is necessary to stipulate that pio and po; be strictly positive.
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Theorem 1 (Existence, uniqueness, and explicit representation of a real positive solution).
If all the entries of I = (Il;;) are non-negative, and those of v = [m | f] are strictly
positive,? then precisely one solution (3 of (9) lies in the positive orthant of R . Indeed,
the solution b := (log 31, ...,log Br4;) satisfies b = (DH)~'(v) = DH*(v) where H(b) and
H*(v) are smooth strictly convex dual functions on R/ defined by

1 I1+J I J
(10) H(b) := 3 Z ek 4 Z Z I, b o1+
k=1 i=1 j=1
and
(11) H*(v):= sup (v,b) — H(b).
beRI+7

Here (-,-) denotes the inner product on R+,

Since each matrix (y;;) with non-negative entries solving (1)—(4) corresponds to a solu-
tion 3 of (9) having positive amplitudes 3; = \/pio and 8r4; = |/io;, this theorem gives the
sought characterization of (y;;) by II. Moreover, this characterization facilitates computing
variations in the marital arrangements in response to changes in the data (II, v).

The next theorem states that the percentage change of singles ﬂ,% with respect to the
population parameter vy forms a symmetric and positive definite matrix R = (rgg). The
expected monotonicity rg; > 0, the unexpected symmetry riy = 1o, and more subtle
constraints and inequalities relating these percentage rates of change and the corresponding
substitution effects such as |rpe| < \/TkkTee are immediate consequences.

Theorem 2 (Comparative statics). (a) Let the unique solution to the Choo-Siow inverse
problem with exogenous data I1 and v be given by B(I1,v). Then for k,¢ € {1,...,1+ J},
the percentage change of singles ﬁ,% with respect to the population parameter vy turns out
to define a symmetric and positive definite matriz R = (rgy) with entries

198
BE ove’
(b) Additionally we can account for the sign, and in some cases bound the magnitude,
of each entry of this matriz. Assuming no column or row of Il vanishes,® then
(13) e < 0,
ifke{l... I}y andle{l+1...1+ J} (or vice versa), whereas

1 0 if k#£/
ﬂlg + I/k)Tkg > Opp 1= { ! 7&

(12) Tke ©

(14) 9 ( 1 otherwise

if both k.0 € {1...T} orif both ke, 0 € {I+1...1+J}.

2In case m; = 0 or fi = 0, we simply reformulate the problem in fewer than I 4 J variables, correspond-
ing only to the populated types. This reformulation shows the conclusions of Theorem 1 extend also to
population vectors v = [m | f] whose entries are merely non-negative, instead of strictly positive.

3This avoids trivialities by ruling out the existing of an observable type all of whose representatives are
compelled to remain unmarried.
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The qualitative comparative statics (b) have a simple interpretation. Increased supply
of any type k coaxes more women into marriage (13) and decreases the number of men who
wish to marry. The last statement of the theorem says that this decrease is not merely due
to the fact that there are more men. Rather, increased competition causes men of type
¢ # k who would have chosen marriage under the old regime to choose to be single after
the shock (14). The following corollary explains how the additional women are coaxed into
marriage: it shows increased competition among men leads to larger equilibrium transfers
to their female spouses, as is further explained in subsection §6. The corollary asserts not
only monotonicity of utility transferred by men of type ¢, but also of the percentage who
choose to remain single, as a function of their abundance in the population.

Corollary 3 (Utility transferred and non-participant fraction increase with abundance).
Foralli <1, j<J, and k <1+ J, with the hypotheses and notation of Theorem 2,

9 m

(15) aiyi(mfj_nij) > 0
o (B

(16) and 8Vk<l/k) > 0.

3. DERIVED STATICS

It is possible to express many quantities of interest in terms of the symmetric positive-
definite matrix R = (7;) from Theorem 2, whose entries encode the relative change in the
number of type ¢ individuals who choose not to marry in response to a fluctuation in the
total number v; of type j individuals in the population. For example, in the Choo-Siow
model, the number of marriages p;; of type ¢ men to type j women is given by the geometric
mean (4) of the number of singles of the two given types times the corresponding entry in
the gains matrix: p;; = II;; (,uio,ugj)l/ 2 = I1;;8;8;. Since II;; is exogenous, we immediately
obtain a formula

Ologu;; 1

(17) o = 5(7"1]6 + Tk71+j)

showing the relative change in the number of type (i, j) marriages caused by fluctuations
in the total population of type k individuals is just the average of the relative changes
i = 20(log 3;)/0vy, and rry ;) in the numbers of unmarrieds of the corresponding types
i and j.

We may also consider fluctuations in the number of singles of type k in response to
changes in the exogenous gains parameters 1I;; when the population v of each type of man
and woman is held fixed. In section 6.2, the implicit function theorem is used to derive

0B 0Pk 0Bk
18 — By (2P
( ) al—[” 5 ﬁI‘F]( al/i + aV[+j
forallie{l,...,I},je{l,...,J},and k € {1,...,I+ J}, or equivalently
Olo i
(19) 80k _ _ M (Pki + Th,145)-

GHZ‘j QHZ']‘



UNIQUE EQUILIBRIA AND SUBSTITUTION EFFECTS IN THE MARRIAGE MARKET 9

The equation (18) has an intuitive interpretation. An increase in the total systematic gains
to an (7,7) marriage (produced, for example, by an isolated increase in the value of type
j marriages to type ¢ men, or an isolated decrease in the value of remaining single) has
the same effect as decreasing the supply of the men or women of the respective types by a
proportionate amount, weighted by the geometric mean of the unmarried men and women
of type ¢ and j. Theorem 2 shows the summands above to have opposite signs, so the sign
of their sum ry; + 74 r4; may fluctuate according to market conditions.

4. VARIATIONAL APPROACH (PROOF OF THEOREM 1)

4.1. Variational method: existence of a solution. Consider the function £ : RIt7/ —
R U {400}, defined as follows:

I+J I+J

1 J
(20) BO) = 5 S R+ 3 S Wi — 3 velos |
k=1 k=1

i=1 j=1

It diverges to +oo on the coordinate hyperplanes where the §; vanish, but elsewhere is
smooth.

We differentiate and observe that [ is a critical point of E if and only if (9) holds. Notice
strict positivity of the components of v = [m | f] implies the corresponding component of
a solution 3 to (9) is non-vanishing, hence no solutions occur on the coordinate hyperplanes
which separate the different orthants. In words, the critical points of E are precisely those
that satisfy the system of equations we wish to show has a unique real positive root. It
therefore suffices to show that F(/3) has a unique real positive critical point; for then (9)
admits exactly one real positive solution. Let us show at least one such solution exists, by
showing F'((3) has at least one critical point: namely, its minimum in the positive orthant.

Claim 4 (Existence of a minimum). If all the entries of Il = (11;;) are non-negative, and
those of v = [m | f] are strictly positive, the function E(3) on the positive orthant defined
by (20) attains its minimum value.

Proof. Since E([3) is continuous, the claim will be established if we show the sublevel set
By = {p € (Ry)I*/ | E(B) < A} is compact for each A € R. Non-negativity of II;;
combines with positivity of vk, Ok, and the inequality log By < B — 1 to yield

147
(21) E@B)>> 551% — ve(Be — 1)
e
(22) =3 D B —w)® = (e —1)*+ 1.
k=1

It follows that B) is bounded away from infinity. Since E(f3) diverges to +o0o on the coordi-
nate hyperplanes, it follows that B) is also bounded away from the coordinate hyperplanes
— hence compactly contained in the positive orthant. [l
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4.2. Uniqueness, convexity, and Legendre transforms. With this critical point char-
acterization of the solution in mind, let us observe for 3 € R!*/ in the positive orthant,
defining by, := log By implies E(8) = H(b) — (v,b), where H(b) is defined in (10). Since
the change of variables 0 € Ry —— b, = log 8 € R is a diffeomorphism, it follows that
critical points of H(b) — (v, b) in the whole space R/*/ are in one-to-one correspondence
with critical points of E(/3) in the positive orthant.

On the other hand, H(b) is manifestly convex, being a non-negative sum of convex
exponential functions of the real variables by; in fact II;; > 0 shows the Hessian D?H (b)
dominates what it would be in case II = 0, namely the diagonal matrix with positive entries
diag[2e®1,. .. 2¢%1+7] along its diagonal. Thus H(b) is strictly convex throughout R+,
and E(3) = H(b) — (v, b) can admit only one critical point /3 in the positive orthant — the
minimizer whose existence we have already shown. The solution  to (9) which we seek
therefore coincides with the unique point at which the minimum is attained.

This last fact means that b maximizes the right-hand side of the following equation:

(23) H*(v):= sup (v,b) — H(b)
beRI+J
= sup —E(f).
BeE®R )+

The function H* defined pointwise by the above equation is the Legendre transform or
convex dual function of H. It follows that the solution b satisfies v = DH(b). The
following well-known lemma from convex analysis shows b = DH*(v) by the duality of H
and H*. This provides an explicit formula for b as the derivative of H*.

Lemma 5 (Legendre duality). Let H € C? be any convex function whose Hessian is strictly
positive-definite throughout RIT7. Then H* defined by (23) is also twice continuously
differentiable on R’ and v = DH(b) if and only if b= DH*(v).

5. COMPARATIVE STATICS (PROOF OF THEOREM 2)

5.1. Positive definiteness (a). Our representation of the solution in terms of the Le-
gendre transform of the convex function H can be used to obtain information about the
derivatives of the solutions with respect to the population parameters v.

Suppose we wish to know how the number of marriages p;; = II;;8;8r4; of each type
(i,7) varies in response to slight changes in the population vector v, assuming the gains
matrix IT remains fixed. This is easily computed from the percentage rate of change 7, in
the number 5,3 of unmarrieds of each type, which is given in terms of the Hessian of either
(10) or (11) by

1 06}

24 The = —5 L
(24) ﬂg vy
To see that these equalities hold, observe that the solution 3 is the point where the
maximum (11) is attained. The Legendre transform H*(v) of H defined by this maximum is
manifestly convex, and its smoothness is well-known to follow from the positive-definiteness
of D?H(b) > 0 as in Lemma 5. Moreover b = DH*(DH (b)), whence the maximum (11) is

_ 2 * _ 2 -1
=2D;,,H"(v) = 2(D H’(logﬁl,...,logﬂ1+J))k£’ 1<k e<IT+J
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attained at b = DH*(v) and D?*H(b)~! = D2H*(DH (b)) = D?H*(v) > 0. This positive
definiteness implies the first half of the Theorem 2.

5.2. Qualitative characterization of comparative statics (b). To complete our qual-
itative description of the substitution effects in this section, we apply the following theorem
from functional analysis to matrices T': R® — R"™. We define the operator norm of such
a matrix by ||T|op := ogg}ﬁn |T'(v)|/|v|, where |v] = (v,v)'/2 denotes the Euclidean norm.

Theorem 6 (Neumann series for the resolvent of a linear contraction). If ||T'||,, <1 for
T :R" — R", the operator (1 —T)~! exists and is equal to > 5o, T*.

Next, we consider the matrix D?H (b)| (log B1,....log 81, )» and derive properties of its inverse,
whose entries give the various values of rxg/2. Differentiating the known function H (b) twice
yields a positive-definite (I 4+ J) x (I + J) matrix which can be factored into the form

A II
1 2 I
(25) 2R = D H|p—(1og 81,...log B14.5) = A (HT AJ) A

where A = diag[e”, ..., e +7] = diag[f], while A7 and Ay are I x I and J x J diagonal
submatrices whose diagonal entries are all larger than two:

J
1 v;

(Ai = 24+ =3 > MiiBiBi; =1+ 3,
/87,' j=1 /BZ

I

1 Vi+j

ILiiBiBrej =1+ 5
Pryj

Here we have used the fact that the values 8 are critical points and therefore satisfy the
first order conditions (9) to simplify these diagonal terms.
There are determinant and inverse formulae for block matrices which assert [17] that

(Ay)jj = 2+

2
ﬁlﬂ' i=1

(26) det <§7{ AH ) = det(A[) det(A]) det(l — A[ﬁlﬂA‘jilHT),
J
and
(27) Ar 1II -t . (A[ *HAJﬁlnT)_l *(A[ *HAJﬁlﬂT)_IHAjfl
I EAN S A S ) AV VAW | KA 1 (Ay —TTA7 ) ‘

The determinant (26) is positive by (25) and Theorem 1. We will now show that the
eigenvalues of the matrix A(s) = A;~1sIIA;71sII”, appearing in (26)-(27) are bounded
above by 1 and below by —1 for all values of s € [0, 1]. This will have implications respecting
the signs of the entries of (27), whose (k, £)"" entry is in fact equal to 81B¢rr¢/2 hence shares
the sign of the change (13)—(14) which we desire to estimate. Namely, it will allow us to
apply Theorem 6 to block entries such as (A; —ITA; 7 1TI7) = = (1 - A(1)) A in (27).

Let A™%%(s) be the largest eigenvalue of A(s). Then, the smallest eigenvalue of (1— A(s))
is equal to (1 — A™%*(s)). We proceed by continuously deforming from s =0 to s = 1: The
eigenvalues of (1 — A(0)) are equal to 1, as A(0) is in fact equal to the zero matrix. Since
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det(1—A(s)) > 0 for all s € [0, 1], continuity of A™**(s) and the intermediate value theorem
imply that 1 — A" (s) > 0 for all s, so that A™**(1) < 1. Since no row of II vanishes, A(s)
has positive entries whenever s > 0. The Perron-Frobenius theorem therefore implies that
any negative eigenvalue A of A(1) is bounded by |A| < A™**(1).

Since A has positive entries and ||Al[,; < 1, Theorem 6 indicates that the entries of
(1 — A)~! are all positive — exceeding one on the diagonal. But (iBsrr¢/2 coincides
with the (k,£)" entry of (1 — A)~'diag[B2/(8? +11),...,3%/(? + v1)], giving the desired
inequalities (14) whenever k,¢ € {1,...,1}. The signs of the remaining derivatives (13)—
(14) may be verified by applying the same technique to the three other submatrices present
in (27), thus completing the proof of Theorem 2(a)—(b).

6. TRANSFER UTILITIES (PROOF OF COROLLARY 3 AND SUBSEQUENT REMARKS)

6.1. Varying the population vectors v. Given a specification of II and v = [m; | f;],
the Choo-Siow model predicts a unique vector 5 = [ | poj| of unmarrieds. Given a
fixed IT and a fixed 3, the full marriage distribution can then be uniquely recovered. It is
therefore possible to view p as a single valued (smooth) function of IT and v. By Theorem 2,
the signs of ry are independent of IT and v and depend only on whether k € {1,...,I}, or
ke {I+1,...,I+J}, and likewise for £. It is perhaps useful to visualize these comparative
statics as the entries of the matrix DG with DG, := g%. Then, D is a block matrix
that is positive in its upper-left and lower-right blocks, and negative in its upper-right and
lower-left blocks. Schematically, (13)—(14) yield

(28) Dﬂ::Ctl).

Reverting back to the Choo-Siow notation for unmarrieds and population vectors, we
have for all £ and /¢:

Opko Opuko Aok Opok
29 — >0, — <0, —>0, ———<0.
(29) omy afe afe omy
These basic comparative statics yield qualitative information about other more complex

quantities of interest. As indicated prior to equation (8), the quantity niy + nl-fj — iy — ngj

is exogenous, whereas the first two individual summands are separately endogenous and
determined within the model. In the original formulation of this model, present in [7], our
endogenous payoff n;; = M;; — Tij is separated into a systematic return 7;7 presumed to be
exogenous, and a utility transfer 7;; from husband to wife, which is endogenous and set in
equilibrium. Similarly, anj = ﬁzfj + Tij.

In equilibrium (7), both of the following equations hold:
(30) log(pi) —log(pog) = nl; —nd; =il +mij — it

(31) log(pij) —log(pio) = nij —mio = M5 — Tij — 7o
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there is no utility transferred by remaining single. Subtracting one from the other, we see
that:

(32) log('uio) = 275 + ¢35,
Hoj

where ¢;; = (77{; - ﬁgj — 7ij + Tlip) is exogenous.

We denote the differentiation operator % f by f (suppressing the dependence on k).
Differentiating c;; = (nlfj — 275 — ﬁgj — 07 + 1) and (32) yields:
0 i Wio  J0j
— (. g™y =97, =28 _ 0
vy, (i = mig) = 27 Hio  Moj
The inequalities (29) now determine the sign of 7j;, which depends on the differentiation
variable vj. Since pjo and po; have opposite signs, according to Theorem 2, we find

(33) 0

> 0,

om;
which means the transfer of type ¢ men to each type of spouse must increase in response
to an isolated increase in the population of men of type ¢. This is expected because an
increase in the number of type ¢ men introduces additional competition for each type of
women, due to the smearing present in the model. To decrease the number of type 4
men demanding marriage to a particular type of woman to a level that permits one-to-one
matching requires an increase in the transfer to crowd out some men.

While in principle the men might re-distribute so that the proportion of married men
remains the same, our next computation shows this is not the case. We consider the marital
participation rate of type k individuals, or rather the non-participation rate si(v) := ﬁ% /Vk,
defined as the proportion of individuals who choose not to marry. Differentiation yields

O _ ﬂg(%mk - 1)

e 2
B2 (v, — B2

> =3 2 )

Vk‘ Vk;"_ﬂk,

according to (14). But this is manifestly positive since the number ﬁ,% of singles of type k
cannot exceed the total number vy of type k individuals. This means, for example, that an
increase in the total population of type k men increases the percentage of type k£ men who
choose to remain unmarried, given a fixed population of women and men of other types
(and assuming, as always, that the exogenous gains matrix IT remains fixed). It concludes
the proof of Corollary 3.

6.2. Varying the gains data II (Proof of (18)-(19)). The population vector v is one
variable of interest. However the function § also depends on the gains parameters 1I;;.
The complete derivative D, 83 = [D,3 | Duf] is an (I + J) x (IJ + I + J) matrix. As
such there are linear dependencies among its rows and columns. Since the matrix D,
is invertible, its columns are linearly independent and form a basis of the column space.
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Hence, the remaining columns of the complete derivative can be expressed using linear
combinations of them. The implicit function theorem applied to this problem turns out to
yield the simple linear relationship (18):
8ﬁk &Bk aﬁk

34 R _ g, (ZPE
(34) omy, — PP, G
forallie{1,...,I},je{l,....,J},and k € {1,..., I+ J}.

Equilibrium (9) coincides with vanishing of the function F/(83, v, IT) : RU+D+UIHN+T])
Rt/ defined by

J
Fi(v,IT) = B} + Zﬁiﬁnjﬂij —vi, 1<i<I
j=1

I
(35) Fj(”vﬂ) = /8%+j + Zﬁi/81+jnij — VItj, 1<5<J
i=1

The implicit function theorem stipulates that if the derivative DgF|g, . 11, is invertible,
there is a small neighbourhood around (0o, vp,Ilp) inside which for each (v,II) there is
a unique (3 satisfying equation (9), and further that 8 depends smoothly on (v,II). The
implicit function theorem also provides a formula for the derivative of the implicit function
B(v,II). It is obtained by applying the chain-rule to F(5(v,1I), v, II):

(36) [Duﬁ | DHﬁ]Vo,Ho = _[DﬁF]_l[DVF | DHF]ﬁo,VmHO'

Since %—Zj = —dis, and % = BiBr4+;(die + 614j.), the first part of the preceding formula

yields [DgF]~! = D, (3, and the second part then implies (34). Theorem 2 shows D, 3 is
invertible, so the hypotheses of the implicit function theorem are globally satisfied and our
calculations are valid. This concludes the proof of (18)-(19).
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