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Abstract

This article shows that women'’s rising earnings contributed to reducing inequality in
household earnings, with respect to couples. We use data from the Luxembourg Income
Study (LIS) on 1,148,762 coupled households, covering 18 OECD countries and the period
from 1973 to 2013. In this period, women'’s share of household earnings grew, spouses’
earnings became more strongly and positively correlated in various countries, and inequality
in women’s earnings was reduced. Inequality in household earnings increased due to the
rising correlation between spouses’ earnings, but was reduced more by the decline of
inequality in women’s earnings. Had women'’s earnings remained unchanged since the 1970s
and 1980s, inequality in household earnings would have been higher around 2010 in all
observed OECD countries. Household inequality was reduced least by trends in women'’s
earnings in countries with a long history of high female labor-force participation, such as
Finland (3% reduction) and Sweden (5%), and most in countries that observed a stronger
increase in female labor-force participation in recent decades such as Spain (31%) and the
Netherlands (41%). As more countries are reaching a plateau in the growth of women’s
employment and earnings, the potential for further stimulating women’s employment and

earnings to counter both women’s and household inequality seems to be increasingly limited.

Keywords: Women'’s earnings, female labor force participation, inequality, household,

homogamy, incomplete revolution



1 Introduction

Women'’s earnings have been rising in OECD countries in recent decades because of
increased employment rates, higher wages, longer working hours, and higher status positions
(Costa, 2000). With their stronger position in the labor market, women have contributed more
and more to the total earnings of households, albeit nowhere as much as men (Blau and
Kahn, 2000; Charles, 2011; Gregory, 2009). In the same period, inequality in household
earnings has been rising (OECD, 2015). Scholars have often raised questions pertaining to
how women'’s earnings affected household inequality. Because spouses’ earnings tend to be
positively correlated, and because the employment of women has been highly stratified by
education, it was hypothesized that women'’s rising employment and earnings would increase
inequality in household earnings. Notably, Esping-Andersen (2009, p. 59) wroté that “

labour supply is positively correlated with education, female employment will almost

certainly enhance inequalities

Empirically, however, there seems to be very little support for the hypothesis that women’s
earnings contribute to inequality in household earnings. Mincer (1962) showed that wives’
and husbands’ incomes in the United States in the 1960s were negatively correlated (see also
Lam, 1997). Following the same reasoning as outlined above, he hypothesized that women’s
earnings in this case would have an equalizing effect on inequality in household earnings.
Mincer found empirical support for this hypothesis in the 1960 census data, with household
inequality observed to be lower than men’s inequality. He attributed this difference between
men’s inequality and household inequality to women’s earnings. Mincer argued that the
“growth of the female labor force, while increasing the earnings inequality among all

persons, has actually been a factor in the mild reduction of income inequality among

families' (Mincer, 1974, p. 125). Later, Lam (1997) showed that the negative correlation



between spouses’ earnings turned from negativegiye in the United States. If Mincer’s
argument had been correct, increased women’s egmiould have been associated with
increasing household inequality. However, this waisthe case. Lam (1997) showed that
despite the positive association between spousesirgs, household inequality was still
reduced in association with increased women’s agsniMany other scholars too have
reported findings indicating that women'’s earningguce inequality in household earnings.
This includes studies on single countries, sucBvesden (Bjorklund, 1992) and the United
Kingdom (Harkness et al., 1996). A small numbestaflies on single countries evaluated
trends. It was found that, in the United Statesnen’s attenuating contribution to household
inequality had become increasingly strong from 1868987 (Betson and Van der Gaag,
1984; Lam, 1997). Even though the correlation betwspouses’ earnings became
increasingly positive in the United States, risiengls of women’s earnings could not
explain the trend towards more inequality (Caneind Reed, 1999). This was also found in
Ireland (Callan et al., 1998). Similarly, Breen é&alazar (2009) found that women'’s rising
educational attainment—which, together with edwratiomogamy, was thought to be a
driver of the positive correlation between spouseshings—could not explain rising
inequality in the United Kingdom. Mastekaasa andé&und (2011) reported that in Norway
in the 1970s women'’s earnings had a minor exadarpaffect, but with rising women’s

employment rates their earnings reduced inequalibpusehold earnings.

Other scholars compared the attenuating effectomh@n’s earnings on household inequality
across countries. In a wide range of industrialgedeties, it was found that the earnings of
women reduced household inequality, even thoug$etheuntries differed markedly in the
degree to which women contributed to total houstkalrnings (Cancian and Schoeni, 1998;
Pasqua, 2002). This attenuating effect of womearsiags was stronger in countries with

high female employment, such as the Nordic cowtdempared to southern European



countries (Harkness, 2013). Gregory (2009) sumraednzsearch findings and claimed that
the consensus in the literature is that women’'siegs have an attenuating effect on

household inequality.

The relationship between women'’s earnings and Hmldenequality is rather complex and
not always well understood. Lam famously argueditha a “common misconception”
(1997, p. 1026) that a positive correlation betwsgouses’ earnings issafficientcondition
for women'’s earnings to increase household inetyudlie inequality between women'’s

earnings and the total share of women’s earninggepl a role as well.

Although there is little doubt that women’s earrsingnd to reduce inequality in household
earnings, most of the evidence pertains to singiletp in time and to a small number of
country-specific longitudinal studies. It is theyed much less well understood how trends in
women’s earnings have affected household inequality time and how these trends have
varied across countries. Understanding the impiittese trends in important, as trends in
women’s employment and earnings have been markiféyent across OECD countries.
Spain and the Netherlands have seen a huge suvgenwén into the labor market in recent
decades. During the same period, women’s employimehe Nordic countries was
comparatively high, but with little increase oviené. The United States initially showed an
increase in women’s employment, but this trendretged in the 1990s and may even have

reversed after that (England, 2010; Cotter e£804; Boushey, 2008).

Our contribution to the literature is threefold.eTtirst and main contribution of this study is
to present the associations of trends in womenisiegs with trends in inequality in

household earnings, and to compare these trendssat8 OECD countries. We answer:

Question I To what extent have trends in women'’s earninghl@ssociated with inequality

in household earnings in 18 OECD countries from31®72013?



Secondly, we not only present the total impact om&n’s earnings on household inequality,
but also separate the impact of trends into (agtineelation between spouses’ earnings, (b)
women’s earnings inequality, and (c) women'’s slodutetal household earnings. We present
an analytical framework based on Lam (1997) thatwshhow these three factors affect
household inequality. Based on this frameworkeitdimes clear how trends in women'’s
earnings can attenuate household inequality, evele whe correlation between spouses’
earnings is positive. Empirically, we describe tteim each of these three factors and assess

their impact on inequality in household earninge &viswer:

Question 2 To what extent can trends in the association éetwwomen'’s earnings and
household inequality be attributed to changes)ith@ correlation between spouses’
earnings, (b) women’s earnings inequality, andu@nen’s share of total household earnings

in 18 OECD countries from 1973 to 20137

Thirdly, we present estimates of how inequalith@usehold earnings would have developed
over time, in the scenario that women’s earningsrwt been rising in 18 OECD countries.
This allows for an assessment of the impact of woscreasing earnings that is based on
more realistic assumptions than previous rese&ghvill be explained in detail below, the
impact of women’s earnings on inequality in houdeélearnings is conventionally estimated
by comparing the actual level of inequality to aicterfactual level of inequality that would
have been observed if women had no earnings aelé we present the conventional
estimates, and complement these with estimatesitbdiased on the more realistic
counterfactual scenario in which women’s employntexd not changed since the 1970s or

1980s.

Question 3 To what extent would household inequality be kigbr lower in 18 OECD

countries around 2010, if there had been no trend=cent decades in (a) the correlation



between spouses’ earnings, (b) women’s earninggiaiiy, and (c) women’s share of total

household earnings?

2 Analytical Framework and Expectations

In this section, we present the framework in whighimpact of women'’s rising earnings on
trends in inequality in household earnings willdsalyzed. This framework consists of three
equations and follows Lam (1997). To facilitate ihierpretation of these equations, we
present a visualization of how women’s earningsdafhousehold inequality in different
scenarios. Finally, we formulate expectations ow trends in women’s earnings are

associated with inequality in household earnings.

2.1  Analytical Framework
The measure of earnings inequality commonly useéhisbody of literature is the squared
coefficient of variation, which is a measure obtele inequality (like the GINI coefficient),

calculated as the variance of earnings dividedchbysgjuare of the mean earnings:

Equation 1: Squared Coefficient of Variation

In this equation¢? is the squared coefficient of variation of houddHevel earnings, and

ui andof are the squared mean and variance of househaithgay respectively. This
measure represents the level of inequality indepethglfrom the average level of household
earnings, which facilitates the comparison of thesasure of inequality over time and across

countries.



The contribution of women’s earnings to househottuality ¢ontrib,,) is conventionally
expressed as the percentage by which the houselegjdality would change in the
counterfactual scenario in which women had no egsat all. This percentage is calculated

based on the difference between the men’s earimegsiality €2) and household inequality

(C:
Equation 2: Contribution of Women’s Earnings to ldebold Inequality

2 2

S ™M 100%

contrib,, =
Ch

The rationale behind this equation is that if worsearnings were set to 0, household
earnings would be identical to men’s earnings. ddwribution of women to household
inequality would thus also have been 0. If housgidquality is double the size of men’s
inequality, the contribution of women to househiolelquality is +100% (to the inequality

due to the earnings of men). If, on the contraoydehold inequality is half the size of
inequalities between men, the contribution of wornteehousehold inequality is -50%. This
equation assumes only heterosexual couples, ahtidhaehold earnings are the sum of the
earnings of women and men. Furthermore, determiungrib,, essentially is an accounting
exercise, as it is assumed that men do not akérlehavior in the counterfactual scenario in

which women’s earnings are set to 0.

As a final step, to understand how women’s earnargselated to household inequality, we
follow Lam (1997) in rewriting the equation for theefficient of variation (see also
Harkness, 2013), which separates how women’s gggrand men’s earnings relate to

household inequality:

Equation 3: Decomposition of Squared CoefficienVafiation



CE = CEsk + C%s2 + 2PwmSwSmCuwCim

In this equation, which is based on standard ptgseof variance, inequality in household
earnings €?) is a function of (a) the share of women’s earsig ) and men’s earnings

(s,,) in total household earnings, of (b) womer€gY and men’s¢?) earnings inequality,
and finally of (c) the correlation between spouszsghings4,,,,). In this equation,,+ s,, =

1. The equation shows that women’s earnings akedino household inequality by the share
of women’s earnings in total household earningghleyinequality of the earnings between

women, and (not just) by the correlation of thairmengs with those of their spouses.

To illustrate how these three elements of Equadiorteract, Figure 1 visualizesntrib,, at
different levels of women’s earnings inequalifi$,j on the x-axis (with men’s inequality
(C2) constant at .40), and at different levels of theredation between spouses’ earnings
(pwm) ON the y-axis. Women'’s share of household eamisiget to be equal to men’s

(sy = s, = .5). The contour-lines represent various levelswftrib,, at 10%-point

intervals (shown to the end of each curved line).



Figure 1: Contour plot showing the Contribution of Women’s Earnings to Household
Inequality, by Women’s Earnings Inequality and theCorrelation Between Spouses’

Earnings. Note: Women'’s share of household earnings 50%
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First, we discuss the impact of changes in theetation between spouses’ earnings, which
are visualized along the y-axis of Figure 1. Thehaa vertical line represents scenarios in
which women'’s inequality equals men’s (at x=0.4) tis same level of inequality, with a
perfectly positive correlation between spouseshiegs (y=1), women’s earnings do not
affect household inequality. This is a featureesftive measures of inequality, in which a
doubling of each income does not alter the levahefiuality. The point where the two
dashed lines cross (x=0.4; y=0), represents thenalesof a correlation between spouses’
earnings (with the same level of inequality fortbatomen’s and men’s earnings). At this
point, given that women’s and men’s share in hoolsebarnings were assumed to be equal,
women’s earnings reduce household inequality by.3@%he empirically more realistic
scenario that women contribute a smaller than eshaale to total household earnings, this

reduction would have been smaller.
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The impact of an increase in the correlation behwsg®uses’ earnings can be seen in Figure
1 by moving upwards along the y-axis, which lead&tger values ofontrib,, (i.e. closer

to contour lines labelled with less negative ohleigpositive values). The same holds for an
increase in the inequality of women’s earnings (garad to inequality of men’s earnings),
which is shown by moving to the right along thextsaln other words, if the correlation
between spouses’ earnings rises, or if women’sieggrbecome more unequal, women’s

earnings tend to reduce household inequality lesy@n contribute more to it.

The dotted contour line represents the scenariahioh women'’s earnings do not affect
household inequality. It is at an angle, which espnts the interaction between the inequality
of women’s earnings and the correlation betweensgsl earnings: When women’s earnings
inequality is higher (compared to men’s), a lowenrelation is required for women’s

earnings to increase household inequality. The lae&aw this dotted contour line represents
the scenarios in which women’s earnings reducedimld inequality, and the area above the
line represents women'’s earnings increasing holgemequality. The relatively small area
above the dotted contour line in this visualizati@monstrates that for women’s earnings to
increase household inequality, women’s earningsl h@&e substantially more unequal than

men’s, or the correlation between spouses’ earnmegsls to be quite strongly positive.

Finally, it was assumed in Figure 1 that womenarslof household earnings was 50%.
Other values were not shown for reasons of spatef Wwomen’s share of household
earnings was smaller this would be reflected inufgdl by the contour-lines being further
apart and rotated towards a more horizontal posifitiis reflects that larger changes in
correlation and women'’s inequality are requiredligerve the same (change in the)

contribution of women’s earnings to household irsdigy
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2.2 Expectations about Women'’s Earnings and Houddhequality

Based on the analytical framework developed sodarcan formulate expectations regarding
how trends in women'’s earnings have affected tramtisusehold inequality in OECD
countries, and do so separately regarding the latioe between spouses’ earnings, women’s

inequality and women'’s share of total householdiegs.

The correlation between spouses’ earnings hasasetemoderately over time in OECD
countries, which was to a large extent driven tspesative mating (Blossfeld and Drobni
2001; Breen and Salazar, 2009; Callan et al., 1888cian and Reed, 1999; Oppenheimer,
1994, 1988; Sweeney, 2004). This is also part pfrigsAndersen’s (2007; 2009)
“incomplete revolution” thesis. He argued that tise in women’s employment was partial
and more common among the higher educated witlicélp) higher earning spouses. This
contributes to a higher correlation between spoesesings, particularly in countries where

the employment gap between lower and higher eddeedenen is larger.

Secondly, various studies have shown that the ase labor-force participation of women
in OECD countries during recent decades has resuita reduction of the number of women
with zero earnings, which translated into lower veors earnings inequality (Cancian and
Reed, 1999; Gregory, 2009). Following our analytimmework, this reduction in women’s
earnings inequality is expected to have reduceddimld inequality. Given the particularly
marked rise of women’s employment rates in, fotanee, the Netherlands, Spain, and
Luxembourg, we expect that in these countriesddection of inequality has been

particularly strong.

Thirdly, women'’s share of total household earnihgs been rising in recent decades
(Charles, 2011; Costa, 2000; Gregory, 2009). ¥isficourse, the result of female labor-

force participation rising, but also of other fastsuch as the partial closing of the gender
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pay gap, women working longer hours or full-timereoften, and women more commonly
working in better-paying occupations. In additiohanges in taxation (e.g. from joint to
individual taxation) may have affected women'’s citnition to disposable household
incomes. As we argued above, how this trend irstbe of women'’s share of household
earnings affected household inequality depends®rcarrelation between spouses’ earnings
and women’s inequality. Overall, the consensukas the conditions are such that women’s
earnings decrease household inequality (Grego92@ven though women'’s earnings
were distributed more unequally than men’s and segearnings were positively correlated.
The reason for this is that the correlation betwgsuses’ earnings is typically rather low
(Harkness (2013) reports correlations up to .2&)redver, we expect the rising employment
of women to bring down inequality in women'’s eaggnTherefore, it seems more likely that
women'’s rising share in household earnings redbcedehold inequality, rather than

increased it.

3 Data and Method

3.1 Data

We analyzed data from the Luxembourg Income Studtfy, (2016). LIS harmonizes
household- and person-level surveys on incomectmamon template, to ensure
comparability across countries and time. For thecsed 18 OECD countries, we used all
available datasets that provided the required bka$a In total, 141 LIS datasets were used,
and our sample included 1,148,762 coupled houssluaidering the period from 1973 to

2013, although the coverage over time differs acoosintries.

Our sample was limited to coupled households, ddfs two spouses living together
married or in a consensual union. Households weleded irrespective of their employment

status. The sample was further limited to couplesre both spouses were aged between 18

13



and 59 at the time of interview. Same-sex couplerewemoved from the data. These
restrictions on the data were required to allowtfier decomposition of earnings inequalities
between households, and correspond to those masimiiar studies (e.g. Harkness, 2013),
ensuring comparability of the results. Missing eslwere removed list-wise. Sampling
weights were applied. Table 1 presents, per coutiteytime-coverage, the number of used

datasets and the number of observed coupled hddseho

Table 1: Number of Observations on Coupled Housish®@atasets, and Time-Span
Coverage for 18 OECD Countries

First Observed Last Observed Number of Number of
Country Year Year Years Observations
Australia 1981 2010 8 40480
Austria 1994 2004 4 6155
Belgium 1985 2000 6 12912
Canada 1981 2010 10 106967
Denmark 1987 2010 7 153878
Finland 1987 2010 7 40903
France 1978 2010 7 36602
Germany 1973 2010 10 113076
Greece 1995 2010 5 11141
Ireland 1994 2010 7 11236
Italy 1986 2010 11 43322
Luxembourg 1985 2010 8 12149
Netherlands 1983 2010 8 27082
Norway 1979 2010 8 96383
Spain 1990 2013 7 38481
Sweden 1975 2005 7 42482
United Kingdom 1974 2010 10 67194
United States 1974 2013 11 288319
Total 1973 2013 141 1148762

LIS income variables were reported either net osgof taxes and social security
contributions. These measures cannot be compatadwiaccounting for the fact that net

and gross earnings are different constructs. Wéneadable, earnings net of taxes and social
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security contributions were used and when necesezrgarnings were calculated by
subtracting taxes and social security contributioos) gross earnings. Procedures for doing

this are described in detail by Nieuwenhuis effatthcoming).

The key variable of interest was “earnings”, ddfilas the monetary returns to paid
employment. By focusing on net earnings, our resaié not affected by changes in social
assistance policies, while our findings do incltite effects of changes in, for instance,
taxation policies. Negative earnings were recodedl ind earnings were trimmed at the
level of the 99th percentile. We measured earniogboth spouses in the coupled
households. Household-level earnings were defisati@sum of the earnings of two
spouses, even when either or both spouses hadmagsa Earnings were not equivalized for
household size, as our primary interest is in m@éagthe (effects of) differences of earnings
between spouses and households, without makingeimtes to the economic wellbeing of

these households.

3.2 Method

As a first step in the analysis, we calculatedsiiesariables that constitute Equation 3 for
each country-year: (iequality in household earning6y), (2) women’s earnings
inequality €32), (3) men’s earnings inequality’f), (4)women'’s sharés,,) and (5)men’s
share(s,,) of total household earnings, and (6) toerelation between spouses’ earnings
(pwm)- In the second step we calculated, based on Bquatthe degree to which women’s
earnings contribute to household inequaliyntrib,,) compared to the counterfactual

scenario in which women had no earning at all.

In Equation 3, we decomposed the inequality in Bbo&l earnings into three aspects of
women’s earnings. This decomposition allows uss eounterfactuals in which specific

aspects of women'’s earnings are kept stable aver tising a realistic starting point. This is
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the third step in our analysis. We calculate, f@areple, what would have happened to
household inequality in a country where the contidn of women to household income and
inequality between women had followed the obsetwelds, but the correlation between
household incomes had remained stable at the éévie first year in the analysis. This type
of counterfactual analysis allows us to better ustd@d the contribution of the various

contributing factors to household inequality.

4 Results

The first step in our analyses is to present algcapdescription of observed trends in
women'’s sharés,,) of total household earnings, and dwerelation between spouses’
earnings(p,m)- Panel A in Figure 2 shows the trends in womehare of household
earnings across 18 OECD countries. The lines reptdgscally weighted average trends
(LOESS curves). Not surprisingly, in all countnes found an increase in women'’s share of
household earnings. Yet, these trends varied acms#ries. Very low shares of women’s
earnings were initially observed in the Netherlaadd Germany in the 1980s, and in Spain
in the 1990s, followed by very strong trends towarmore equal share in household
earnings. In Denmark and Finland, women contribetadparatively large shares to
household earnings (but still not higher than apipnately 40%). In these countries, the
increase in women'’s share was very small duringpéred we observed. Finally, we notice
that in many countries an initial increase in woraeshare of household earnings levelled
off, for instance in Australia, Norway, Sweden, d@hel United States. Panel B shows trends
in the correlation between spouses’ earnings. Istroountries, but certainly not all, this
correlation trended slightly upwards, suggestirad thigher-earning individuals became more

likely to live together. Exceptions include Austri@dnland, and Ireland. The most important
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conclusion about this panel, however, is that tleseelations tend to be very low: up to .25

in Finland in the late 1980s and Sweden after §894.

In Figure 3, we show the observed levelsefjuality in household earning6j(), women’s
earnings inequality@?) andmen’s earnings inequalityC£,). In most countries, women’s
inequality declined substantially, with the exceptof the Nordic countries and particularly
Denmark and Finland. In these countries, womerggumlity has been low throughout the
observed period, and declined very little. In th@ted States, a period of declining women’s

inequality was followed by an increase after 2000.

Men'’s inequality was consistently lower than wonseimequality. This is likely due to the
larger number of women with zero earnings, whichdt® their earnings inequality. Men’s
inequality rose in, for instance, Australia, Cangslaeden, the United Kingdom, and the
United States, but overall showed much less chdragewomen'’s inequality. Household
inequality, finally, showed patterns that were $&mio men’s inequality (reflecting their
larger share in household earnings). But, househelguality was noticeably lower than

men’s inequality.
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Figure 2: Trends in (A) Women’s Share of Household&arnings and (B) Correlation

between Spouses’ Earnings
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Figure 3: Trends in Women'’s, Men’s, and Householdrequality
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Figure 4: Trends in Contribution of Women'’s Earnings to Household Inequality in

Four Counterfactual Scenarios
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Our second step in the analysis is to establisleah&ibution of women to household
inequality. In Figure 4, the thick black lines I#ibd “Full counterfactual” show the trends in
the contribution of women’s earnings to househoé&tjuality (i.econtrib,, as defined in
Equation 2). This is expressed as the percentagéhlmh household inequality is changed by
the inclusion of women'’s earnings. Compared to woimeving no earnings at all, women'’s
earnings typically reduced household inequalityabgut 10% to 20% in the 1980s. In all
countries but Finland, the equalizing contributidrwwomen’s earnings grew over time,
reaching an equalizing effect of over 30% in mastraries. In several countries, such as
Germany, Sweden, and the United States, the ttem@sds a stronger equalizing effect
levelled off in the 1990s. In Denmark, and partelyl Finland, no clear trend was observed

in the degree to which women’s earnings reduceuality between household.

In the third step of the analysis, we show to whdént the inequality-reducing effect of
women’s earnings was determined by trends in theeledion between spouses’ earnings,
women’s earnings inequality, or the contributioma@men to household earnings. The other
lines in Figure 4 represent counterfactual scesanavhich we kept one aspect of women’s
earnings constant over time—at the level at whieholyserved the respective country for the
first time. The line for the correlation represethis effect women’s earnings would have had
on household inequality, if the correlation betwspouses’ earnings had not changed over
time. In Panel B of Figure 2 we saw that this datien increased in many countries.
Without that trend, the equalizing effect of wongmarnings would have been stronger in
Belgium, France, Sweden, the United Kingdom, areddhited States. In these countries, the
line labelled “Constant correlation” is clearly bei the line for the total effect of women’s
earnings. In Finland, Germany, Ireland, and thenBigands, on the other hand, we observed

that the correlation between spouses became weakeore negative. Had that not
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happened, household inequality would have beeghsl) higher—at least during part of the

observed period.

The line “Constant women'’s inequality” representatwvould have happened to household
inequality if women’s earnings inequality had rengal at the level in the first year each
country was observed. In Figure 3 we already olesktivat women'’s earnings inequality
dropped markedly in many countries. Figure 4 shitnas without this drop in women’s
inequality, the equalizing effect of women’s eagsmwould have been much smaller than
what was observed. In Australia in 2010, for instrit would have been a reduction of only
16% compared to the observed 34%. In the UnitetSta 2013, it would have been 24%
instead of the observed 33%. In a few countriesnds in women’s earnings would even have
increased household inequality if women'’s inequdiad not fallen. This was the case in

Luxembourg, the Netherlands and Spain.

The final counterfactual scenario is one in whigdnven’s share of household earnings
remained unchanged, while correlation and womeréguality did change as observed. This
is represented by the “Constant women'’s share$lind=igure 4. Typically, the results
indicate that if women’s share of household eammimgd not been rising, household

inequality would have been higher.

Finally, in Table 2, we assess levels of househmduality across countries, in the most
recent year of observation. We compare these obddevels of inequality with the same
scenarios on which Figure 4 was based. But, tcsaghe impact of women’s earnings on
household inequality, we compare observed househetfliality to the counterfactual

scenarios in which aspects of women’s earningsieadhanged since the first observed

year.

22



Scenario 3: Constant Scenario 4: Constant

Observed Scenario 1: Constant  Scenario 2: Constant women'’s share of women’s earnings (all
household correlation women’s inequality household earnings aspects)
Inequality
Country (C3) Inequality C?) A(%) Inequality CZ) A(%) Inequality C?) A(%) Inequality C2) A(%)
Australia (1981-2010) 0.40 0.41 3 0.51 28 0.43 7 0.50 25
Austria (1994-2004) 0.34 0.37 8 0.38 10 0.34 0 0.40 17
Belgium (1985-2000) 0.33 0.30 -9 0.41 26 0.33 0 0.36 9
Canada (1981-2010) 0.41 0.42 3 0.54 33 0.46 12 0.53 30
Denmark (1987-2010) 0.24 0.24 -1 0.25 5 0.25 3 0.26
Finland (1987-2010) 0.32 0.34 7 0.30 -4 0.32 1 0.33
France (1978-2010) 0.39 0.38 -5 0.54 36 0.43 8 0.49 23
Germany (1973-2010) 0.32 0.31 -2 0.50 55 0.37 16 0.41 27
Greece (1995-2010) 0.80 0.80 0 1.03 29 0.84 5 1.00 24
Ireland (1994-2010) 0.63 0.68 7 0.76 20 0.69 9 0.81 28
Italy (1986—2010) 0.55 0.56 2 0.70 27 0.54 -1 0.64 17
Luxembourg (1985-2010) 0.35 0.31 -11 0.61 76 0.36 3 0.40 16
Netherlands (1983-2010) 0.27 0.27 1 0.58 117 0.31 15 0.38 41
Norway (1979-2010) 0.25 0.24 -6 0.35 36 0.28 9 0.31 21
Spain (1990-2013) 0.63 0.61 -3 1.13 80 0.70 12 0.82 31
Sweden (1975-2005) 0.27 0.24 -11 0.32 16 0.29 4 0.29 5
United Kingdom (1974-2010) 0.56 0.51 -9 0.58 5 0.65 16 0.63 13

United States (1974-2013) 0.49 0.43 -12 0.55 13 0.54 11 0.52 6
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Table 2: Inequality in Household Earnings, Obseraed in Four Counterfactual Scenarios
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The first column presents the observed levels edurality in household earnings in the most
recent year the country was observed. The coluabelled “Scenario 1” show how high
household inequality would have been if the coti@tebetween spouses’ earnings had not
changed over time. In various countries inequalibyilld have been lower, such as in the
United States (-12%), Sweden (-11%), and Luxemb@WitPb), whereas without a decrease
in this correlation, inequality would have beenhggin, for instance, Austria (8%) and

Finland (7%).

The columns labelled “Scenario 2” show how highdehold inequality would have been if
women’s earnings inequality had not changed oweg.tin Figure 3 we saw that women'’s
inequality declined. Had women'’s inequality not feeclining, inequality in household
earnings would have more than doubled in the Nkthds (117%) and almost doubled in
Spain (80%). However, it should be noted that @ Wigh levels of women'’s inequality
observed in these countries in the 1980s and 1®86s linked to small shares of household
earnings earned by women. We return to this issweii discussion. Finland is the only
country in which household inequality would haveméwer without the trend in women’s

earnings inequality, because in that country wos@réquality increased.

The columns labelled “Scenario 3" show how highdehold inequality would have been if
women’s share of household earnings had not beamtin recent decades, given the
observed developments in the correlation betweensgs’ earnings and the women’s
earnings inequality. The numbers show that, withekception of Italy, the level of
household inequality would have been higher in OE©Dntries, had women’s share of

household earnings not been rising.

Finally, the columns labelled “Scenario 4” indicatw high household inequality would

have been if the correlation between spouses’ mgsnivomen’s inequality, and women'’s

25



share of household earnings all had remained uigeltbsince the first year we observed the
country. This reflects the scenario in which onlgnis inequality changed. Had, for instance,
all aspects of women'’s earnings not changed sifi8& in Australia, household inequality in
2010 would have been .50 (instead of the obsed@qd a 25% increase. Table 2 shows that
the reduction in inequality was highest in courstire which women'’s earnings rose strongly,
such as the Netherlands (41%), Canada (30%), t€R8P6), and Germany (27%). The
Nordic countries, with the exception of Norway, wheery small reductions of inequality

due to the small rise in women’s earnings in tfesetries.

5 Conclusion and Discussion

In this study, we found that, in all countries,reased women’s earnings reduced household
inequality, and that this equalizing effect becatnenger over time in all countries but
Finland. We have also shown the extent to which ewsishare of household earnings
increased, inequality between women decreasedhantbrrelation between spouses’
earnings became stronger. All three were consemgiéort inequality in household earnings.
Inequality in household earnings increased dubeaising correlation between spouses’

earnings, but was reduced more by the declineasfuality among women’s earnings.

Although the findings presented here are prettystlthey only apply to coupled
heterosexual households; same-sex couples aneé-giagtnt households were excluded from
the analysis. A consequence is that no inferermed$e made to inequality in the whole
population of these OECD countries. In this perpegcthe importance of single-parent
households should be addressed. The rise of gagénthood was found to be a driver of
inequality (Kollmeyer, 2013). Earnings from emplagmt were found to reduce poverty
among single-parent families in OECD countries, eneduce inequality between single-

parent and two-parent families, but even amongetisosyle parents who were employed
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poverty rates were found to be high (Maldonado ldiediwenhuis, 2015). Also, we only
focused on earnings from paid employment, ignorioginstance, income from capital.
Income from capital is distributed more unequatiyg diased towards higher income
households, but only a small proportion of housghoéceive income from capital. The same
holds for wealth (Jantti et al., 2013). To the exthat capital and wealth are jointly owned
by both spouses, their effects might by similathimse studied here; this should be studied in
future work, as the distribution of wealth and talpgplays an increasingly large role in
shaping household inequality (Milanovic, 2016). Tastrictions made to our sample and
earnings variable were required for the decomposiinalyses performed here, and are

typical in the literature to which we contribute.

The results based on counterfactual scenariosdratticle should not be interpreted in
causal terms (Cartwright, 2007). In many ways, sacbunterfactual analysis is an
accounting exercise that is strongly descriptiveature. Most importantly, the

counterfactual scenarios have straegeris-paribusassumptions that are not likely to hold in
reality. For instance, the commonly applied coudattual of women having zero earnings
assumes that men would not adjust their earnimgghd analyses where we compared
various counterfactual scenarios, we assumedtbatdrrelation between spouses’ earnings,
women’s inequality, and women’s share of housebkalthings were independent from each
other. That they are not, was best seen in theedatkop in women’s earnings inequality in,
for instance, the Netherlands and Spain. This drapequality was likely to a large extent
due to more women entering the labor market. Thatofactual scenario presented in Table
2 of women'’s rising share in household earningdemibmen’s inequality remained
unchanged, therefore seems implausible. Neverthdlesse analyses have proven
informative about the relative importance of obserand possible trends in different aspects

of women’s earnings for household inequality. Asrtd® board, and not just in the
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aforementioned extreme cases, our analyses shtxvaetténds in women'’s inequality were
more important in reducing household inequalitgntthe increased correlation between

spouses’ earnings was in increasing inequality.

Our findings contradict the commonly held intuitidrat as long as the correlation between
spouses’ earnings is positive, any increase in wsrearnings will increase household
inequality. It was argued that for women'’s earnitmygeduce household inequality,
unrealistically low levels of women’s inequality uld be required: “the conditions required
for an equalizing effect are quite steep” (Espingdérsen, 2007, p. 646). We showed that the
correlation between spouses’ earnings would neéeé teery high, much higher than it
actually is, for rising women’s earnings to increasusehold inequality. We rather conclude
that the conditions for women’s earnings to havexacerbatingeffect on inequality are

quite steep: rising women'’s earnings have a sttendency to reduce relative household

inequality.

This is not to say that there are no importanedéhces across OECD countries. We discuss
the implications of three. First, we found that togrelation between spouses’ earnings
increased in the majority of countries, but noalinand was comparatively high in the

Nordic countries. This nuances an important pathef‘incomplete revolution” thesis
(Esping-Andersen, 2007; 2009), with respect toattgiment that trends towards higher
women’s employment rates are “incomplete”, resgltma gap in employment among higher
and lower educated women. This not only increasestequality of women'’s earnings, but
also the positive correlation between spouses’iegsnas these women are more likely to
have higher educated and higher earning spouses, fdr women'’s earnings to reduce
household inequality would require women’s emploghrates that are close to universal,

like in the Nordic countries (Esping-Andersen, 200.7646). While our findings are clearly
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in line with the notion that women’s earnings inelify is lower when more women are
employed, we also showed that the correlation betvepouses’ earnings was often higher
with higher women’s employment and earnings—andtiqadarly so in the Nordic countries.
This has the implication that, to the extent th@hbgamy of earnings continues to become
more important in the future, women’s earnings dqdtentially develop into a factor
increasing household inequality particularly in eoies in which the “revolution” towards
higher female labor-force participation rates @sel to “completion”. In these countries,
trends towards higher homogamy could drive inetpalpwards, while the potential for
further reducing women’s earnings inequality thitobggher women’s employment rates has

been diminished.

Second, although we found marked reductions in wosnearnings inequality in most
countries, these levels of inequality varied acommtries (even) in recent years. The rise
and rates of female labor-force participation uridtedly played an important role in this,
with higher rates reducing the number of women edtrearnings, but factors among those
who are employed could play a role as well. Fotainse, we found that women’s earnings
inequality was comparatively high in the Nethersnelven though women’s employment
rates in the Netherlands are high (OECD, 2011)kély explanation would be the high share
of part-time employment in the Netherlands, whittréases inequality in earnings between
full-time and part-time working women. In the Nardiountries, we found very low levels of
women’s inequality, which seems related to higbsatf typically full-time women’s
employment in these countries. This is partiallsilieated by the generous family policies
that facilitate the combination of work and famihs well as by more gender-egalitarian
public opinion, closing the employment gap betweemen with and without children
(Andringa et al., 2015; Nieuwenhuis et al., 2018r et al., 2013), thus reducing women'’s

earnings inequality. An alternative explanation fasulated as the trade-off hypothesis by
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Mandel and Semyonov (2006), who argued that thie tates of women’s employment in the
Nordic countries had resulted in fewer women wagka the top. This compressed the wage
distribution (Albrecht et al., 2003; Gronlund anédhusson, 2016), reducing women'’s

earnings inequality.

Finally, our findings suggest that inequality in ©E countries would have been rising more
than it has (OECD, 2015), if this trend had notrbeempensated by the growth in women'’s
employment in recent decades. Yet, there seems #olimit to compensating inequality by
further growth of women’s employment. In Denmarkl &inland, we observed women
earning a large share of household incomes and wsrnmequality being very low.

However, these countries showed almost no furtrewtt in the degree to which women’s
earnings reduced household inequality. In othentas, including Germany, Sweden, and
the United States, we found that after an initexigd of increase, the inequality-reducing
effect of women’s earnings levelled off. In the téai States, where a plateau or even decline
in female labor-force participation has been wettumented (England, 2010; Cotter et al.,
2004; Boushey, 2008), we even found that in regeats women'’s inequality was on the rise
contributing to more household inequality. As worseamployment rates, as well as
women’s share of total household earnings, aréhreg@lateaus in a growing number of
countries, the potential for further stimulatingmen’s employment and earnings to help
reduce earnings inequality seems to be increaslmgited. This imposes an additional

challenge on governments seeking to curb risinguaéty in OECD countries.
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