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WORKING WIVES AND HOUSEHOLD INCOME

Kazuko Tanaka

As the rising trend of married women's paid employment continues,
the question of whether working wives contribute to a2 widening or a
narrowing of the income gap between rich and poor families becomes
to receive greater attention, During the latter half of the 1970s, married
women accounted for more than 50% of female paid employees, and by
the end of the 1980s, this proportion increased to 60%. In the late
1980s, about 30% of two parent households earned two-paychecks.

Female labor supply theory suggests that there are two major
countervailing effects of wives' earnings on household income
distribution. The income effect implies a reduction in income inequality
across households since wives of highly paid men participate less in the
labor force. On the other hand, the wage effect implies an increase in
inequality since husband’s income and wives’ earning power are
positively related due to marital homogamy. (Mincer, 1974) Reviewing
previous studies, Treas (1987) concluded that greater work force
involvement by married women has had an equalizing influence on
family incomes in the United States. During the postwar period,
growing inequality in male earnings has been counterbalanced by
working wives’ contribution to household income.

In Japan, there are few studies on the impact of wives' earnings on
household income distribution. However, comparison of one- paycheck
and two-paycheck families in the Survey on Household Expenditure is
suggestive. The financial situations of one-paycheck and two-paycheck
families in 1988 are shown in Table 1. Since household income
structure changed little in the 1980s, the most recent data is provided.
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From this table, we observe that the husband's income of a two-
paycheck family is about 10% less than that of a one-paycheck family.
The husband'’s relatively lower income becomes the trigger for the wife
to start workning for pay. The working wife's contribution boosts
household income of a two-paycheck family to about 152 more than
that of a one- paycheck family. On average, the wife's earnings
constitute 2026 of total family income, and her contribution to household
income is imore than just marginal.

These findings indicate that working wives' earnings have improved
family finances. However, in assessing whether wives of men with
lower earnings are more likely to engage in paid employment, it is
important to take into consideration the influence of life cycle stages.
Paid employment rates among younger wives are still lower than that
of older wives even though their husbands' earnings are lower than
that of older husbands, because mothers with younger children are
largely out of the workforce. This study examines whether the wives’
income has an influence on the inequality of household income
distribution by explicitly taking into account the influence of life cycle

stages on women’s employment decisions.

Data and Methods
Data

The data used for this study was obtained from an Occupational
Mobility Survey in the Tokyo Metropolitan Area, which was sponsored
by the National Institute for Employment and Vocational Research. In
this survey, 1,800 selected women aged 20 to 59, residing within 50
kilometers of the center of Tokyo, were interviewed in 1975. The
response rate was 78.1%¢ (1,405 valid cases).

Life cycle stages are conceptualized into four stages as follows:

Stage 1: the period between marriage and the birth of the first child

Stage 2: the period when preschool-age children are present

Stage 3: the period when the youngest child has reached school-age

but at least one child stays at home as a dependent
Stage 4: the period when all children have reached 18 years old or
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have become independent
Each stage of the life cycle constitutes a distinctive familial context.

The information available in this data set i{s based on after-tax
income, better enabling us to measure the inequality of direct
consumption power among families.

In this study, only employee-households are included. Family
members of self-employed households can use the resources and assets
belonging to the family firm. The distinction between personal and
official usage is especially difficult since family businesses are often
located within the household. Furthermore, earnings of wives in self-
employed households are usually not specified when they work as
family workers for the family business. Thus, this study focuses only on
families with husbands who are paid employees.

Methods

In order to measure the degree of inequality of household income
distribution, the Gini index (G), Thiel's measure (T), and the coefficient
of variation (V) are often used. Even though these measures have
different features, they can be expressed in terms of the varlance of
the logarithm (L) as follows:

G=2M(L/2)";
T=L/2 ;
V:(EL_I)I/Z :

where M() is the cumulative distribution function for a standard
normal variable {(Allison, 1978:874). Therefore, testing the difference in
the level of inequality between two distributions, using one of these
three measures, is testing exactly the same nuli hypothesis, that is, the
variance of the logarithm from one distribution (L,) is the same as that
from the other (L.). This is because Li=L; implies that T,=T. V=V,
and G=0G..

The wvariance of the logarithm computed from the distribution of
total family income will be compared with that from the distribution of
husband’s income. The formula for calculating L is as follows:

L=1/n(Z;—Zmeans)*
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where Zi=logX; ,
- X;=individual income, and
n=sample size.
The test statistic is L,/L, which has an F distribution with N,—1 and
N:—1 degrees of freedom.

Impact of Wifes' Earnings on Family Income

Husband's income, wife’s income, and total family income are shown
for both one-paycheck and two-paycheck families at each life c¢ycle
stage in Table 2. Husband's income consistently increases across the
life cycle stages (Table 2-(a) and (b)). Reflecting the seniority wage
system prevailing in Japan, wages initially are very low, but increase
with age. On the other hand, the participation rate of working wives
shows marked changes reflecting the influence of life cycle stages
(Table 2—(c}). This paid employment participation rate is lowest during
the stage with preschool-age children.

Comparison of the average husband’s income between cone-paycheck
and two-paycheck families shows that in every stage, it is lower in the
two-paycheck families {Table 2-(d)). On average, husband’s income in
two- paycheck families is 10% lower than that in one- paycheck
families. This figure is consistent with that provided by the Survey on
Household Expenditure shown in Table 1.

However, the difference in average husband’s income between one-
paycheck and two-paycheck families varies across life cycle stages. It
is about 152 and largest in the stage with preschool-age children,
while in the stage where all children are grown up, it is only 5%.
Working mothers with small children are typically from low income
families. Their earnings are lowest among working wives, but their
contribution constitutes an important part of their family income.

Due to wives' earnings, the average family income of two-paycheck
families is higher than that of one-paycheck families. Although two-
paycheck families receive about 20% more income on average, the
wives' contribution is greatest in the stage before the first birth. In this
stage, the average family income of a two-payckeck family is about
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Table 2. Wife's Contribution to Family Income

Stage I  Stage 2 Stage 3 Stage 4 All Stages

(a) One-Paycheck Family {unit=1,000 yen)
Hus.Inc. 2.018 2,329 2,903 2,989 2,554
Wife's Inc. 0 0 0 0 0
Family Inc. 2,018 2,329 2.903 2,989 2,554

)] (28) (271) (142) (61} (502)
(b} Two-Paycheck Family (unit=1,000 yen)
Hus.Ine. 1,811 1,980 2,565 2,838 2,311
Wife's Inc. 868 577 622 a19 698
{Contribute) (32.4%)  (22.8%)  (195%) (245%) (23.2%)
Family Inc. 2,679 2,557 3,187 3,757 3,009

(N) (35) (62) (79) (34 {210)
{c) Proportion of Working Wives (%4)

55.6 18.6 35.7 358 295

{d) Proportion of {b) over (a) (%)
Hus.Inc. 897 .850 884 949 .905
Family Inc. 1.300 1.123 1.132 1.168 1.201

note: Family Income is Hushand's Income plus Wife's earnings.

30% higher than that of a one-payckeck family. Since the husband's
income is lowest at this stage, the contribution of wives' earnings is
relatively large. Also, without heavy family responsibilities, wives have a
greater possibility of working on a full- {ime basis. Their average
earnings are the second highest following that of wives in the stage
with independent children.

In summary, the data supports the argument that lower husband's
income operates as a trigger for wives to work for pay. With the
wives' contribution to the family, a two-payckeck family has a greater
amount of family income than a one-paycheck family. These findings
are consistent with previous studies on the family budget (see
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Shinozuka 1982; Yashiro, 1983). In addition, this examination reveals
that the wives' contribution to family income varies across life cycle
stages.

In the stage before the first birth, a relatively large proportion of
wives work for pay. Their contribution censtitutes a relatively large
proportion of the family income. However, wives in the stage with
preschool-age children generally do not engage in paid work. Working
mothers in this stage earn the lowest amount on average, typically
working for shorter hours or doing piece-work at home. However, their
contribution to the household income is more than marginal. After
children have reached school-age, more mothers move into the
workforce and earn more income, while their husbands earn more for
the family. In the last stage, working wives contribute 25% of
household income, and help create the most comfortable financial
situation for the family.

Turning to the impact of the wives’ contribution to household income
distribution, table 3 shows the variances of logged husband’'s income
and those of logged family income by life cycle stage. In the last row,
F- statistics are indicated. For both husband’'s and family income,
inequality increases across life cycle stages. Differentials are lowest in
the stage before the first birth while the larger variances in the latter
stages are largely due to the senicrity wage system. Male wages
increase along with age, but their earnings trajectories differ greatly

Table 3. Impact of Wife’'s Earnings on Household Income
Distribution: At Each Stage and All Stages

Stage I Stage 2 Stage 3 Stage 4  All Stages

Variance of Logged Figure

Hus.Inc. 10246 .13449 17067 32541 17975
Family Inc. .12503 14047 15712 31571 17986
(N) (63) {333) (220) (95) (T11)
F-Statistic

1.220 1.044 1.086 1.031 1.001
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across educational levels (Table 4). Average wages at age 20-24 are
quite similar across educational levels, except for highly educated men
who command slightly higher salaries. However, wages increase more
rapidly for highly educated _men compared to their less educated
counterparts. Thus, wage differentials between men increase markedly
with age.

The relative size of the differential between husband’s income and
family income varies by life cycle stage. The differential of logged
husband's income is smaller than that of logged family income in the
first two stages, but larger in the last two stages. That is, by adding
the wife's earnings, the inequality in household income distribution
increases in the earlier life stages, while it is reduced in the later
stages. However, the overall impact of wife’s earnings is very small. In
fact, F-statistics are all statistically non-significant at the .05 level.

In view of the increase in the wvariances across life cycle stages,
differences in the inequality of income distribution across stages are
examined for husband’s income only, and for family income including
wife’s earnings (Table 5). Inequality in the last stage is significantly
greater than that in other stages of the life cycle. This phenomenon is
observed for both the husband’s income and family income.

Differences in inequality in income distribution across the first three
stages differ with respect to husband's income and family income. The
inequality of husband's income distribution is significantly greater in the
stage with school age children than in the stage without children or
with preschool-age children. On the other hand, inequality of family
income distribution is not significantly different across these three
stages. These findings suggest that wives’ income partiaily offsets the
increasing inequality in husband’s income distribution.
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Table4. Average Fixed Monthly Payment of Male Regular Workers

in 1988

(a) Average Wages of Male Regular Workers by Educaton and Age group

(unit=1,000 yen)

Age Compulsory High Scheol University
under 17 110.8 — —
18~19 1276 132.1 —
20~24 156.0 154.0 170.0
25~29 189.7 194.6 207.0
30~-34 2270 246.9 269.1
35~39 262.6 294.2 3444
40~44 295.3 3585 115.7
45~49 3343 415.4 504.9
50~54 | 354.7 454.8 570.2
(b) Relative Proportion when Wages at Ages 20~24=100

Age Compulsory High School University
under 17 71.0 — —
18~19 81.8 85.8 —
20~24 100.0 100.0 100.0
25~29 121.6 1264 i21.8
30~34 145.5 160.3 158.3
35~39 163.3 191.0 202.6
40~~44 189.3 232.8 2445
45~49 214.3 269.7 297.0
50~54 2274 295.2 335.4

Source: Basic Survey on Wage Structure, Ministry of Labor, June 1988. Regular Workers

are thase who have worked at the same companies continuously.
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Table 5. Income Inequality Across Stages: F-Statistics

Family Income

Stage 1 Stage 2 Stage 3 Stage 4
Hus.Inc. only
Stage 1 1.123 1.257 2.525%**
(62,332) (62,219 (62,94)
Stage 2 1.313 1.119 2.248%**
{62,332) (332,219) (332,94)
Stage 3 1.666%** 1.269%* 2.007F**
(62,219) (332,219) (219,94)
Stage 4 3.176%+* 2.420%%* 1.907*%*
(62,94) (332,94) (219,94)

note: Upper half of this table shows F-statistics indicating the differences in family
income distribution across stages, while the lower half is for the husband's

income only.

Degrees of freedom are indicated in parentheses.
**  p<.05
¥¥x o0l

Summary and Discussion

This study examines the impact of wife's earnings on household
income distribution within the context of life cycle stage analysis. It is
evident that average husband's income is lower in the two-paycheck
family than in the one-payckeck family throughout every life cycle
stage. Lower husband’s income encourages wives to work for pay.
Reflecting the contribution of wives' earnings, the overall family income
of two-paycheck families is higher than that of one-paycheck families.
Wives' contribution is especially significant in the stage before the first
birth.

It is also found that the impact of wife's earnings an household
income distribution varies across life cycle stages. The wife's earnings
appear to increase inequality in the stage before the first birth and in
the stage with preschool-age children, while reducing it in the stage
with school- age children and in the stage where all the children
become independent. Previous studies show that less educated married
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women increasingly enter or reenter into the work force after all
children reach school-age (Tanaka, 1989). Even though the impact is
very small and not statistically significant in this study, our analysis
suggests that further analysis from a life cycle perspective is important
to capture the significant changes that influence womens' role and
impact as breadwinners.

This study shows that husband's average income increases
consistently across life cycle stages. At the same time, the degree of
inequality in household income distribution increases. Regardless of
whether or not wives' earnings are taken into consideration, inequality
in the last stage is significantly larger than that in the other stages,
further highlighting the importance of taking life cycle stages into
account {see Sahota, 1978, Lehrer and Nerlove, 1984).

The equalizing effect of wife's contribution to household income has
been observed in the stage after children reached school-age. Iga
{1978) has reported that in the stage after the first child enters junior
high school and stays at home as a dependent, mothers are more likely
to seek employment in order to obtain additional income since any
increase in the husband’s income cannot meet the increasing demands
on the family budget. These rising educational costs account for a large
proportion of the family budget, and this proportion has kept increasing
even though the number of children has declined. A recent survey in
Tokyo indicates that education costs continue to escalate and currently
account for about one fourth of the overall family budget (Tokyo
Metropolitan Government, 1930). Educational costs are a heavy burden,
especially for lower income families, heightening the need for a second
income.

Economic pressures vary across the family life cycle. In general
terms, Oppenheimer (1982) has argued that an “economic squeeze”
occurs at the stage just after marriage and at the stage with
adolescent children. Recently married couples are faced with the need
to save money for acquiring housing, an especially onerous burden in
Japan, and the myriad necessities for a newly established household.
Although preschool-age children demand time intensive care, they are



28

relatively inexpensive. When children have reached school-age and
become adolescents, they require less time of the mother, but become
more costly. Thus, the family in this stage faces the added pressure of
rising outlays on their childrens’ education. In order to meet these
increasing demands associated with the family life cycle, wife's
contribution to the household tends to shift toward providing a second
income.

It is wrongly assumed that wife's earnings only represent supplemen-
tal household income. Presently, wives from lower income families are
more likely to be in the workforce during each life cycle stage. They
make more than a marginal contribution to family income and
significantly improve the financial situation of their families. However,
due to the continuing rigid gender division of labor, women's primary
responsibility remains confined to rearing children and taking care of
household work. Working mothers with smaller children face the
difficult prospects of reconciling the competing and onerous responsibil-
ities of the home and workplace. The rapid aging of society is also
putting additional pressures on wives who tend to be primary care
providers for their elderly parents. While economic pressures and better
opportunities induce married women to engage in paid employment, the
allocation of household responsibilities continues to limit and influence

the nature and extent of their carcer choices.
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