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Abstract

EF, RACEOHFA D TILRIREBRERNHDERETIRANBATVS, LT,
COERRF, EXOYEPA V7 LEORBOEVICKRDECHANIREVEEINTVS, LAL
. REFERET, €. ExOPERECEVSIEHUS L ZHRICALEHAREIFEELEL,
AHAETIE, £, REOHAOMN I AZ> N THRUVHSA ( Homethetic Single Aggregator ) &
FEVATLZAVR L, RENEAIIHBERRERIERICEDTOSRMBEE., REFHB
BERERENITIRICAVIRIFICE>TOSRMENELZDEZHTHICRL 2, RIC,
COZREROF v Y THFERBRICSVT, HMiZavI0LSBEKEAERLTEZHASH
LU REFFCEDTOSRMEDIET ., RRPLEECHSIEMNOBREALU LS BREZR
LU, ¥EBEEHRELFICOT7REED, T, RELCESDTOSRMAEO LR, RERE
FENITBDEZERTSD O, FAFTEMRELAICOTREED, 510, FIHOHBFNIE
( mean-preserving spread ) A AELBZd &, ZREEF vV THFEKRTBEERL L, B
. HSAREES AT LADRKT —ATHAMBHE NSV AOTREES ATLOTTR, N\—
TAVE—)EBIEERIE, ZRABF Y Y THRKRID MDA 2, CDLDIC, FE
NEEITIHER[AET, SREARTF v Y THFARENCELL. ), EXRBRIERELE
E25x3TeEHZEHESLICL I,

In recent years, there has been an increase in papers reporting significant differences in the
expected inflation rates between households and businesses. It is often argued that these
differences are largely due to disparities in perceptions of current prices and inflation rates.
However, there is no clear theoretical explanation as to why households and businesses have
different perceptions of current prices.

This study first demonstrates explicitly that, when using a homothetic demand system with a non-
constant elasticity of substitution, specifically the HSA (Homethetic Single Aggregator) demand
system, the reference price for firms, which reflects the competitive pressure they face, differs from
the reference price for households, which is used when they convert nominal variables into real
terms. Next, it shows that the gap between these reference prices plays a role similar to a
technological shock in business cycles. A decrease in the reference price for households acts in
the same way as technological improvement in final goods production, shifting the labor demand
curve upward. An increase in the reference price for businesses implies a relaxation of the
competitive pressure, which also shifts the labor demand curve upward. Furthermore, the study
demonstrates that as the mean-preserving spread increases, the reference price gap expands.
Notably, under the symmetric translog demand system, which is a special case of the HSA
demand system, it was found that as the Herfindahl index rises, the reference price gap widens.

Thus, depending on the competitive environment businesses face, the reference price gap
changes endogenously, and this can have a significant impact on the business cycle.
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Reference price gap: Implications of differences in price perceptions between households and firms
1. HREREBEOHE
TF, RetEBROEPFA VILRICKRIBERNDH D EMET DMYNMEATWD, TLT. ZOERE. BD
WA > 7 LEDORBFHDEWVICE S EIAPREVEINTWVWS, LHL, REFEEET, A, BnoOWimmzRs
ICEWAH L 20 EBREICR LAZRIEEE LRV,
AFETIE, 9, RBEOB AN TV XY Y M THRWVWHSA (Homethetic Single Aggregator) BIEES X F A%
W3 e, EENEATIHRFRBFEZRTERICE > TOSRMBE. RETDVBREEREZERELT HERICAWVDRETIC
EOTCODBSRBMENRMLD Z & EBHRMICR L, RIC, ZOSBEEOF v v THELKBERICEVT, Hiffivay
TDEIREBEERTIEEBALSNMILE, REHIE > TOSRMBDOETIE. RERMEEICHED FMTDOBERER
CEOR&EZzREL, FBFBRHEZLAICOTNIEZ, £ REILE>TOSRMEBO LRI, HFRED
BT B EEBRT 20, HEFTEMRELAICO 7 bSEE, 510, EHHBFMNOE (mean-preserving
spread) NKELL LB E, BRERT vy THEKTEIEERLE, BHIC, HSAREE Y X5 LADHEHKYT —R T
HEIHBHR NSV AATREESZATLADTTIE. N—T4 V5 — LB EE D&, SREEX vy THIEKXT
22ENDD o, TOELDIC, EENEERT 2HFRERET, SRERF vy THPRENICELL. Zhd ]
J[BRICKZRHELS A D EZRALNIC LT,
2. AAMREEOBE (RR)
In recent years, there has been an increase in papers reporting significant differences in the expected inflation
rates between households and businesses. It is often argued that these differences are largely due to disparities
in perceptions of current prices and inflation rates. However, there is no clear theoretical explanation as to why
households and businesses have different perceptions of current prices.

This study first demonstrates explicitly that, when using a homothetic demand system with a non-constant
elasticity of substitution, specifically the HSA (Homethetic Single Aggregator) demand system, the reference
price for firms, which reflects the competitive pressure they face, differs from the reference price for
households, which is used when they convert nominal variables into real terms. Next, it shows that the gap
between these reference prices plays a role similar to a technological shock in business cycles. A decrease in
the reference price for households acts in the same way as technological improvement in final goods
production, shifting the labor demand curve upward. An increase in the reference price for businesses implies a
relaxation of the competitive pressure, which also shifts the labor demand curve upward. Furthermore, the
study demonstrates that as the mean-preserving spread increases, the reference price gap expands. Notably,
under the symmetric translog demand system, which is a special case of the HSA demand system, it was found
that as the Herfindahl index rises, the reference price gap widens.

Thus, depending on the competitive environment businesses face, the reference price gap changes
endogenously, and this can have a significant impact on the business cycle.
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