employed part-time, and 3.5 percent are continuously employed in other employment.
We classify the employment sequence into the following five categories: (1)
continuously working as a full-time employee; (2) continuously working but not as a
full-time employee; (3) continuously housewife; (4) reentry; (5) exit; and (6) others.
In the sample here, the fraction of the “exit” group (i.e., those who stopped working

during the 8 years and were not working for the remaining sample period) is 7 percent.

2.2. Husband’s long-term earnings and the wife’'s employment sequence

In this section, we examine the relationship between the husband’s long-term
earnings and the wife’s employment pattern. To do so, we first calculate the present
discounted value (PDV) of the earnings of each spouse. Then, we relate the PDV of
the husband to the wife’s employment sequence.

The PDV for wage/salary earnings and for work-related earnings (including
self-employed income) are calculated separately. The values of deciles of the PDVs
are shown in Table 2. Corresponding to the fraction of continuously non-working
wives in Table 1, the PDV of work-related earnings is zero for 30 percent of the wives.
As a result, the HSCVs (the Half of the Squared Coefficient of Variations) of the wife’s
earnings are much higher than those of the husband.

In static labor supply models, the income effect from the husband’s earnings is
expected to result in less labor supply by the wife. Several recent studies using the
Japanese data (Kohara, 2001; Takeuchi, 2004) argue that the income effect has become
weaker over time, meaning that wives of high income husbands are more likely to
work.” However, these studies use contemporaneous earnings of the husband or the
3-year averages of them as a measure of the husband’s earnings. Here, we use the
present discounted value from 8 years of data as a measure of the long-term earnings
capacity of the husband. Furthermore, the wife’s employment status is coded as the
8-year sequence, instead of that in a single year.

Panel A and B of Table 3 report the fraction of the wife’s employment status
sequence by the quintiles of the PDV of the husband’s earnings. ~Clearly, high earnings
by the husband increase the likelihood that the wife is in the continuously housewife.
The proportion that the wife is in the continuously housewife category is 20-26 percent
for quintile 1 to quintile 4 of the husband’s earnings, but it is 35 percent for the top
quintile.  Another noticeable difference by the husband’s earnings quintile is the
likelihood of working full-time continuously. It is high for the third and fourth
quintiles and low for the top and the bottom quintiles. Interestingly, the proportion of

3 Both of these papers use the JPSC data, the same data used for the analysis in this section.



reentry (i.e., the wife moving from non-work to work during the sample period) is not
low for the households where the husband’s income is high. Rather, reentry is
common for the third and fourth quintiles.

Are these findings consistent with the notion that high earnings by the husband
have become less likely to be associated with the wife’s participation? It seems that
the wife’s non-participation for 8 years is related to the high earnings of the husband.
On the other hand, the wife’s reentry into the labor market is observed for households
where the husband’s earnings are relatively high. Previous research that found a weak
relationship between husband’s earnings and wife’s participation may have picked up
the latter effect.

2.3. Family earnings and share of wife’s earnings in family earnings

To assess the differences in the wife’s employment sequence on a couple’s
earnings in 8§ years, the means of the PDV of the wife’s earnings, the husband’s earnings,
and the sum of earnings of the husband and the wife are calculated for each pattern of
the wife’s employment sequence. The results are shown in panel C of Table 3.

The mean PDV of the husband’s earnings is highest for the households where
the wife continues to be a housewife. The mean PDV of the husband’s earnings is
high for the “exit” group as well, but the sample size is small for this group. The mean
PDV of the husband’s earnings is also high for the reentry group, which is consistent
with the fact that reentry occurs in the households with high husband’s earnings.

The mean of the PDV of family earnings is highest for households where the
wife works full-time. For the other groups of wife’s employment sequence, the means
of the family earnings are more or less similar. In that sense, the wife’s earnings seem
to equalize family earnings for these groups. In particular, equalization of family

1S

earnings is quite apparent for the “reentry,” “no-work,” and “other” groups. However,
the wife’s earnings are very high for the household where the wife is in continuous
full-time employment: the family earnings for that group are about 30 percent higher
than others. Inequality measures for years 1994, 1997, 2001 and the PDV of
husband’s earnings, wife’s earnings, and family earnings are reported in Panel A of
Table 4.

Next, we look at the movement of the share of the wife’s earnings in the sum of
a couple’s earnings in 8 years, by the wife’s employment pattern. Panel B of Table 4
shows the results. Overall, the wife’s share increases from 10.3 percent in year 1 to
14.0 percent in year 8. However, there is substantial heterogeneity depending on the

wife’s employment status. The wife’s share is above 40 percent for wives



continuously employed full-time, while it is around 20 percent for those continuously
working but not at full-time status. It increases steadily for the reentry group and
declines steadily for the exit group.*

2.4. The cross-tabulation of husband’s earnings and household earnings

In this subsection, we calculate the two-way distribution of the husband’s
earnings quintile and the couples’ earnings quintiles to see how the wife’s earnings
contribute to the household earnings distribution. Here, we report the results for the
PDV of the husband’s earnings and the PDV of the sum of each spouse’s earnings.
The results are shown in Table 6. For a household to locate at the household income
quintiles that are the same or above the husband’s earnings quintile, the wife’s income is
important. For example, 41.2 percent of the households where the husband’s earnings
are in the top quintile are in the 60-80 percentile of family earnings distribution. For
all quintiles, for the family (couple) to locate a higher quintile than the husband’s
quintile, the wife’s employment rate must be very close to 100 percent. Furthermore,
to keep the same household quintile as the husband’s quintile, the wife’s employment
rate has to be reasonably high. For example, for the second, middle, and fourth
quintiles of the husband’s earnings distribution, the wife’s employment rate for the cell
where the household quintile is the same as the husband’s quintile is twice as high as the
cell where the household quintile is below the husband’s quintile. In that sense, for the
middle of the husband’s earnings distribution, employment by the wife makes a
significant contribution to maintaining the location of the household earnings

distribution at the husband’s quintile.

3. Conclusion

In this article, we empirically examine the impact of the increased participation
by the wife on family earnings distribution. The analysis of panel data suggests that
the wife’s employment has a strong persistence, which has a significant impact on the
level of family earnings. Wife’s reentry into the labor market occurs for households
where the husband’s earnings are relatively high. The mean of the present discounted
value of family earnings is highest for households where the wife works full-time: the
family earnings for that group are about 30 percent higher than other households.

* For these two groups, there is a mechanical rise and fall in the wife’s share because the timing of
reentry and exit is not the same among the observations within the “reentry” group and the “exit”

group.
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Table 1

Distribution of employment sequence of continuously married women

[§)) (2) (3) 4)
Employment  |Employment Number of Fraction
sequence status sequence |observations

00000000 00000000 129 0.251
00000001 00000002 13 0.025
00000011 00000022 14 0.027
00011111 00022222 12 0.023
00111111 00222222 11 0.021
11111111 1111111 56 0.109
11111111 22222222 35 0.068
1111111t 66666666 18 0.035
[N 514

Source: Authors’ calculations from the JPSC

Table 2
Percentiles of PDVs of earnings and Wage—salary earnings by husbands and wives
Wage—salary Wage—salary Earnings of Earnings of
earnings of wives earnings of wives husbands

Percentile husbands -
10 0.0 932.3 0.0 2,433.7
20 0.0 2,275.0 0.0 2,874.0
30 0.0 2,762.3 3.3 3,206.1
40 60.9 3,175.9 108.9 3,564.9
50 149.8 3,631.1 212.6 3,901.0
60 281.8 3,944.2 400.0 4,255.8
70 480.5 44241 651.7 4,613.3
80 730.1 4,882.0 891.6 5,142.1
90 1,959.6 5,460.5 2,027.6 5,770.0

Mean 571.9 3,528.6 645.6 40614

S.D. 994.0 1,739.1 1,020.0 1,392.7

HSCV 1.511 0.121 1.248 0.059

Source: Authors’ calculations from the JPSC



Table 3

A. Distribution of the wife's employment sequence by the quintile of the PDV of the husband's earnings (%)

(N=514)

Wife's employment Quintile of the husband's earnings
sequence

lowest 20% 20%-40% 40%-60% 60%-80% over 80% total
Continuous full-time 8.7 10.7 13.6 16.5 4.9 10.9
Continuous work, not
full-time 204 17.5 13.6 14.6 13.7 16.0
Continuous_housewife 19.4 26.2 243 204 35.3 25.1
Reentry 204 16.5 28.2 214 18.6 21.0
Exit 5.8 6.8 5.8 8.7 7.8 7.0
Other 25.2 223 14.6 18.5 19.6 20.0
X* test for
independence 24.33(0.228)
(p=-value)

B. Distribution of the wife’s employment sequence by the quintile of the PDV of the husband’s wage—salary earnings (%)

(N=514)

Wife's employment Quintile of the husband's wage—salary earnings
sequence

lowest 20% 20%—-40% 40%-60% 60%-80% over 80% total
Continuous full-time 1.9 11.7 12.6 204 78 10.9
Continuous work, not
full-time 27.2 15.5 18.5 8.7 9.8 16.0
Continuous housewife 21.4 25.2 204 24.3 343 25.1
Reentry 19.4 17.5 24.3 24.3 19.6 21.0
Exit 6.8 5.8 3.9 8.7 9.8 7.0
Other 23.3 24.3 20.4 13.6 18.6 20.0
X? test for
independence 45.42(0.001)
(p—value)

C. Mean and standard deviation of husband's earnings, wife's earnings, and couple's earnings:
By the wife’s employment sequence

- . Husband's Couple's
Wife's employment }’Y‘fj g gggmngg earnings earnings N
sequence in 10.000 ven) | (i1 10,000 yen) | (in 10,000 yen)
Continuous full-time 3044.6 3942.6 6987.3 56
[987.90] [990.98] [1708.99]
Sontinuous work ot | gg7.7 3849.4 4847.1 "
[658.69] [1410.64] [1570.18]
Continuous housewife 0.0 43274 4327.4 129
[0] [1524.18] [1524.18]
Reentry 280.8 4037.2 4318.0 108
[256.47] [1298.16] [1306.86]
Exit 376.6 4237.5 4614.2 36
[472.91] [1362.48] {1303.13]
Other 346.1 39255 42716 103
[415.48] [1470.31] [1542.41]

Note: The top entries are means, and inside parentheses are standard deviations.

Source: Authors’ calculations from the JPSC
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Table 5
Cross~tabulation of the husband’s earnings quintile and couple’s earnings quintile
Panel data resuits

Present Discounted Value

R L Fraction of
Couple’s quintile movement
Husband’ s quintile i 2 3 4 5
1 75.7 9.7 7.8 4.9 1.9 24.3 —
42.8 93.8
9.6 27.4
2 24.3 51.5 13.6 6.8 3.9 24.3 24.3
18.0 44.6 91.1
2.1 1.5 25. 1
3 0.0 38.8 41.8 7.8 1.7 19.4 38.8
15.9 56.7 100.0
1.4 9.4 43.9
4 0.0 0.0 36.9 39.8 23.3 23.3 36. 9
23. 4 58.5 95.8
1.8 1.0 31.6
5 0.0 0.0 0.0 41.2 58.8 - 41.2
28.6 47.3
2.1 8.4

Note: The number shown at the top of each cell is the fraction of being in the cell (%), the number in the middle
is the wife's average employment rate from 1994 to 2001, and the number at the bottom is the share of
the PDV of the wife's earnings in the PDV of couple’s earnings.

Earnings in 1994

; S Fraction of
Couple’'s quintile novement
Husband' s quintile 1 2 3 4 5
1 75.17 10.3 6.5 5.6 1.9 24.3 —
29.6 100.0
7.6 230
2 23.2 46.5 10.1 14.1 6.1 30.3 23.2
0.1 8.7 30.4 100.0
0.0 4.4 26.0 40.6
3 0.0 55.3 28.2 4.9 1.7 16.5 55.3
5.3 55.2 100.0
0.1 8.3 45.4
4 0.0 0.0 49.6 33.3 17.1 17.1 48.6
5.5 59.5 100.0
0.1 6.6 | 313 ,
5 0.0 0.0 0.0 33.0 67.0 — 33.0
12.9 4.4
0.5 1.7

Note: The number shown at the top of each cell is the fraction of being in the cell (%), the number in the middle
is the wife's employment rate in 1994, and the number at the bottom is the share of the wife's earnings
in the couple’s earnings in 1894,

Earnings in 2001

} [ Fraction of
Couple's quintite movement
Husband's quintile 1 2 3 4 5 upward |downward
1 70.2 19.2 6.7 1.9 1.9 29.8 —
49.3 100.0
14.5 30.2
2 27.1 50.0 12.7 6.8 3.4 22.9 27.1
9.4 67.8 100.0
0.4 11.6 24.4
3 0.0 26.1 46.6 18.2 8.1 27.3 26.1
26.1 73.2 100.0
1.9 89 26.2
4 0.0 0.0 41.2 35.3 23.5 23.5 41.2
14.3 63.9 100.0
0.7 8.1 43.2
5 0.0 0.0 0.0 37.3 62.8 — 37.3
28.9 60.9
1.9 10.2

Note: The number shown at the top of each cell is the fraction of being in the cell (%), the number in the middle
is the wife's employment rate in 2001, and the number at the bottom is the share of the wife's earnings
in the couple’s earnings in 2001.

The figures are calculated from the sample of 514 observations of continously married couples for 8 years.
The wife’s employment rate, the share of the wife's earnings in the couple's earnings are shown
for the case where the number of sample for the cell defined by the husband's quintile and the

couple's quintile is 10 or more.

Source: Authors’ calculations from the JPSC
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