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HOW DOES FAMILY INCOME DICTATE THE LABOR FORCE PARTICIPATION 

BEHAVIOR OF MARRIED WOMEN? 

Thesis Advisor: Robert Bednarzik, Ph.D. 

ABSTRACT 

This paper analyzes the relationship between labor force participation of married 

women and family income. This study tests the hypothesis that in the United States, the 

probability of becoming a full-time housewife is positively related to family income. 

Nowadays, many U.S. women face the family-work decision after marriage. Many 

married women found that they can create more values at home than working in the labor 

market. This study analyzes how much family income influences married women‟s decisions 

on participating in the labor market.  

This thesis uses several regression models to analyze the quantitative relationship 

between married female labor force participation and family income with recent U.S. national 

data. It also examines whether the sensitivity of labor force participation of married women 

to family income differs by income group. The regression results demonstrate that there is a 

negative correlation between family income and married female labor force participation and 

the sensitivities varied by income group. That is, the negative relationship between income 

and work is more clearly visible among high income families. It illustrate to policy makers 

that it is important to work incentives to consider targeting income groups when making tax 

policies and welfare policies. If policies are not made appropriately, a number of 

well-educated women could leave labor market. It is a great loss of human capital and will 

raise gender inequality in the labor market. This study uses data from the 2013 Current 

Population Survey, March supplement. 
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I. INTRODUCTION 

 

The number of working women has trended upwards in the United States for a number 

of years. Nowadays, many U.S. women face the family-work decision after marriage. For 

example, Powell (2013) stated that, “from 1870 to 2000 women‟s participation in the 

workforce continually increased. However, since 2000, women‟s participation in the 

workforce has declined to where it was in 1994.” 

Chart1. The Labor force participation rate of women by marital status from 1960 to 

2010 in the United States 

 

Source: U.S. Bureau of Labor Statistics, Women in the Labor Force: A Databook, Report 1026, 

December 2010, and unpublished, Basic Tabulations, Table 12. See 

also<http://www.bls.gov/cps/wlf-databook2009.htm> 

Chart1 demonstrates that, in history, never married women have a significantly higher 

labor force participation rate than married women; however, the net difference of the labor 

force participation of never married women and married women has narrowed significantly. 

It also shows that total women‟s labor force participation had dramatically increased from 

about 38 percent to 60 percent in the period of 1960 to 2000. Thus, in the long time period, 
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there is an increasing trend of the labor force participation rate of women. However, starting 

from around the mid-1990s, the trends changed. Married women‟s rate held steady while the 

rate for never married women started to decline. It is a signal that women are becoming more 

reluctant to participate in the labor market, both married and unmarried women. 

It could be related to the heavy burden that married women have in pursuing future 

career achievements. They are far more likely to take more shares of home responsibilities, 

especially after they have children. According to a published yearly Mother's Day Common 

Task Index
1
, the 2013 market value of a housewife is $59,862. That includes $6,570 for 

cooking, $5,135 for cleaning and $1,606 for shopping. Hence, many families find that wives 

can create more value at home than working in the labor market. Second, married women are 

more likely to face secondary earner bias. Women usually earn less than men. Goldin (1990) 

demonstrated evidence that the „gender gap‟ in income and job level has existed throughout 

history and cannot be explained simply as a matter of sex discrimination, nor as a result of 

inherent structural phenomena in the employment market. As secondary earners, married 

women‟s additional income places families in a higher marginal income tax bracket. Thus, if 

a family needs a person to stay at home to take care of housework, the wife is typically the 

first choice. So, family income appears to be a key ingredient to the decision of wives‟ 

working. 

                                                
1 Insure.com is a website that provides a comprehensive array of information on life, health, auto, and home 

insurance. The website started publishing Mother‟s day common task index in 2011. The index is calculated 

from a list of household tasks that moms usually perform, like cooking, driving, planning, cleaning, and taking 

care of the kids. 
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This thesis uses recent U.S. data to analyze the quantitative relationship between labor 

force participation rate and family income. It also examines whether married women‟s labor 

force participation sensitivity to family income differs by income group. The remainder of the 

paper is organized as follows. Section II examines recent literature on the influences of 

family income to married women‟s labor force participation. Section III presents the 

hypothesis, data, and methodology used to conduct this analysis. Section IV discusses the 

formal results of econometric analysis. Section V provides the policy implications and 

recommendations. Section VI makes conclusions. 

 

II. LITERATURE REVIEW 

A. Women’s Labor Force Participation and Economic Status 

Previous literature throws light on the evidence that women‟s labor force participation 

rate is negatively correlated to their socio-economic status. There is a sort of philosophy that 

women do not work unless they have to. Mincer (1962) provided a basic framework for the 

analysis of changes in the female labor force participation rate and its influencing factors. His 

work triggered a series of studies on the labor force participation of married women among 

57 U.S. cities. Mincer (1962) pointed out that one should distinguish work at home and 

leisure. Work in the home should be treated and valued as a separate work option because 

doing housework creates market value. He (1962) also found that the labor force participation 

of married women was determined by both their diverse socio-economic environments and 
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their own human capital characteristics. His work supports the hypothesis of the thesis that 

there is a significant relationship between female labor force participation and family income. 

 

B. The Influence of Husbands’ Income 

Two main important influences to family income are the husbands‟ wage and taxation 

policies. Many previous studies discussed how those two factors affect the labor force 

participation rate of married women. For example, Becker (1991) and Devereux (2004) 

discussed the influence of husbands‟‟ income and Eissa (1995) discussed the effect of tax 

policies. Becker (1991) predicted that wives would reduce their market work and focus more 

on housework, if their husbands have higher income. This prediction has been supported by 

Devereux (2004), who analyzed the influencing factors of women‟s labor force supply and 

concluded that there is a strong negative response of female labor supply to changes in their 

husband's wages. However, Goldin (1990) and Juhn and Murphy (1997) found that this 

relationship has changed significantly over time. 

Goldin (1990), in her analysis of the changing economic role of American women, 

collected and tabulated a number of estimates of labor supply elasticities (how sensitive it is 

to changes in wages/income) over the twentieth century and concluded that the labor supply 

curve is not stable. She (1990) argued that women‟s income sensitivity to outside forces 

appeared to have decreased over the century, while sensitivity to their own wages first rose 

and then fell. Juhn and Murphy (1997) found continued declining trends in the sensitivity of 

women‟s labor supply with more recent data. 
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In more recent studies, Bradbury and Kats (2008) stated that the decline in wives‟ 

responsiveness to husbands‟ wages has come to an end. According to their research, “the 

responsiveness of married women‟s labor force participation to husbands‟ wages was 

significantly more negative in 2006 than in 1997.” They found evidence of rising 

responsiveness to husbands‟ wages, occurring largely between 1997 and 2002 and 

concentrated among younger women and women with children. They also pointed out that 

one possible explanation of this development is changes in the tax system.  

 

C. The Influence of Taxation Policies 

Obviously, husbands‟ income and taxation policy are both important indicators of 

women‟s socio-economic environments that can partially explain married women‟s labor 

supply. Eissa (1995) used the Tax Reform Act of 1986 as a natural experiment to identify the 

labor supply responsiveness of married women to changes in the tax rate. She found evidence 

that the labor supply of high-income, married women increased due to the lower tax rates of 

the Tax Reform Act of 1986. The increase in total labor supply of married women at the top 

of income distribution implies sensitivity with respect to the after- tax wage. 

Studies by Mroz (1987) and Eissa and Hoynes (2004) illustrate that the married female 

labor force participation rate is the best measure of labor supply in evaluating economic 

changes due to taxation programs. Mroz (1987) provided a consistent finding that labor 

supply responses are concentrated along the extensive (entry) margin, rather than the 
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intensive (hours worked) margin.” The “whether-to-work” and “how-much-to-work” 

distinction has important implications for the design of tax-transfer programs. 

Because of Mroz (1987)‟s finding, Eissa and Hoynes (2004) also used labor force 

participation rate as a coefficient to evaluate the outcome of the earned income tax credit 

(EITC) program. In this study, they showed that particular taxation policy changes can affect 

women‟s labor force participation rate. This paper examined the labor force participation 

response of married couples to EITC expansions between 1984 and 1996. The analysis used 

both quasi-experimental and traditional reduced-form labor supply models to estimate the 

effect of tax credits. Both results showed that the EITC expansions reduced the total family 

labor supply of married couples. Particularly, “the labor force participation rate of married 

men increased by about 0.2 percentage points; that of married women decreased by just over 

a full percentage point.” These findings implied that the EITC expansions actually 

encouraged married mothers to stay home. This result also matches the finding that labor 

force participation of secondary earners is likely sensitive to taxes (Triest, 1992). 

The target sample of the thesis is married women because women‟s labor force 

participation is more sensitive to taxation policies. Women are more likely to be secondary 

earners. Frank (1978)‟s finding shows that equally qualified females would be paid less than 

males because many married women would follow their husbands to a particular geographic 

location which constrained their possibilities to find a suitable job. Besides, women usually 

take more home responsibilities than men. As husband's income increases, controlling for 

wife's income and other factors, wife's home responsibilities increase; but as wife's income 
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increases, controlling for husband's income and other factors, the opposite effect is seen on 

her home responsibilities; that is, her share of home responsibilities declines (Maret and 

Finlay,1984).That is, the larger the income gap between husbands and wives, the more home 

responsibility would be taken by wives. Hence, when economic environments change, 

women‟s labor force participation rate is more sensitive to it than men‟s. 

 

D. Women’s Labor Force Participation May Differ by Income Group 

The previous literature implies that, as an important indicator of socio-economic status, 

family income is a key determent factor of women‟s labor force participation rate. There 

should be a strong negative response of the labor force participation rate of married women to 

changes in their family income. This thesis will examine women‟s labor force participation 

by income groups. Actually, some studies have already stated that labor supply sensitivities 

may differ by income group (Juhn, Murphy, and Topel, 2002, and Ziliak and Kniesner, 1999). 

“For example, if lower-income people have lower labor force participation rates, then their 

participation response to reductions in tax rates could be higher because there are more 

people who could enter the workforce.” (Ziliak and Kniesner, 1999). However, this result 

was based on a sample of all people instead of just married women. With the sample of just 

married women, this thesis aims to verify that whether the previous finding that labor supply 

sensitivities may differ by income groups still holds. 
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III. EMPIRICAL STRATEGY AND DATA DESCRIPTION 

A. Hypothesis 

In this study, the dependent variable is whether or not a married woman is participating 

in the labor force (a dummy variable). The main independent variable is family income. The 

hypothesis of the thesis is that married female labor force participation is negatively 

correlated to family income. Classic economic theory suggests both an income effect and a 

substitute effect on labor supply. Assuming that total family income is composed of worker‟s 

wage and other income, as the wage rate increases, the worker would substitute work hours 

for leisure hours in order to earn more. Thus, the wage rate is positively correlated to labor 

supply. Remember too that leisure, especially for women, includes housework. The income 

effect is with more non-wage income, one will buy more leisure hours and thus work less. 

Hence, as the family income increases, it will have offsetting income and substitute effects on 

labor supply. So, since these two theoretical impacts move in opposite directions, the 

outcome is considered an empirical question: This means it must be examined with data. 

 

B. Data 

The data come from the 2013 March Supplement Current Population Surveys 

(CPS).The CPS is the source of the official government statistics on employment and 

unemployment. It has been conducted monthly for over 50 years. Currently, about 54,000 

households are interviewed monthly for four consecutive months one year, and again for the 



9 
 

corresponding time period a year later. The CPS collects information on the demographic 

status of the population, information such as age, sex, race, marital status, educational 

attainment, and family structure. The CPS March supplement also includes labor market and 

income information of the previous year. The CPS provides information on households, 

families and individuals respectively. In this study, the population of interest is married 

women. Hence, the sample only includes married female individuals. Married women who 

are younger than 18 years old or older than 54 years old usually do not participate in the labor 

market. So, married women age from 18-54 years old are defined as the working-age 

population, and there are 27, 770 observations in total in the sample. 

 

C. Descriptive Statistics 

Table1. Labor force status among married people for all ages in the United States, 2012 

(numbers in percentage) 

Labor Status 
Married 

Women 

Married 

Men 
Total 

Not in Labor Force 28.6 8.5 19.0 

Labor Force 71.4 91.5 81.1 

Total 100.0 100.0 100.0 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics, which collects data 

for the previous year. 

According to Bureau of Labor Statistics, in 2012, the U.S. total married labor force was 

40,273 thousand. Table 1 illustrates that about 7 of 10 married women participate in labor 

force in the United States in 2012, compared to about 9 of 10 married men. Both figures 

indicate that among working age adults in the United States, labor force participation is high. 
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However, as shown earlier, the rate for married women appears to have plateaued. 

Table2. Labor force participation of married women (18-54 years old) in the United 

States by selected characteristics, March 2013. 

Characteristics Total Labor Force Not in Labor Force 

 Count Percent Count Percent Count Percent 

Total 27,770 100.0 19,838 71.4 7,932 28.6 

Age  

18-29 3,779 100.0 2,330 61.7 1,449 38.3 

30-44 14,242 100.0 10,161 71.4 4,081 28.7 

45-54 9,749 100.0 7,347 75.4 2,402 24.6 

Race  

White 22,947 100.0 16,464 71.8 6,483 28.3 

Non White 4,823 100.0 3,374 70.0 1,449 30.0 

Education  

Some College 18,710 100.0 14,297 76.4 4,413 23.6 

No College 9,060 100.0 5,541 61.2 3,519 38.8 

Children  

Own Unmarried Children Under 6 

years old 

8,380 100.0 5,281 63.0 3,098 37.0 

No Unmarried Children Under 6 

years old 

19,390 100.0 14,556 75.1 4,833 24.9 

Earnings in 1,000 U.S. dollars  

≤30 17,636 100 9,876 56.0 7,760 44.0 

>30 10,134 100 9,962 98.3 172 1.7 

Family Income in 1,000 U.S. 

dollars (women’s earnings not 

included) 

 

≤50 13,113 100.0 9,188 70.1 3,925 29.9 

>50 14,657 100.0 10,650 72.7 4,007 27.3 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 

Table2 digs a little deeper. It shows that education, children, and earnings are important 

predictors of labor force participation. More education, fewer children and higher earnings all 

predict higher labor force participation for married women. 
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D. Definitions and Justifications of Variables 

Exhibit1. Variable matrix and justifications 

  Definition Variable Name Expected Sign Justification   

  Dependent Variable   

  Y 

Dummy variable indicating 

Labor Force Participation 

of Married Women             

(Yes=1; No=0) 

LFP N/A 

Falzone , J. S. (2010)  

Eissa and Hoynes 

(2004) 

  

  
     

  

  Independent Variables   

  X1 

Continuous variable 

showing total family 

income (women's earnings 

not included) 

FAMINCO _ 

Mincer (1962) 

Devereux (2004) 

Income effect 

  

  X2 
Dummy variable indicating 

education attainment 
EDUC + Falzone , J. S. (2010)   

  X3 
Continuous variable 

indicating the age in yeas 
AGE + Falzone , J. S. (2010)   

  X4 
Quadratic variable 

indicating the square of age 
AGE2 - Falzone , J. S. (2010)   

  X5 
Dummy variable indicating 

White or Non-White 
RACE + Falzone , J. S. (2010)   

  X6 

Dummy variable indicating 

having children under 6 

years old or no children 

under 6 years old 

KIDS6 _ 
Rincon, Betilde 

(2007) 
  

  X7 

Continues variable 

indicating women's 

earnings 

EARNING + Substitute effect   

  
     

  

  Instrumental Variable 
   

  

  X8 

categorical variable 

indicating percentage of 

male in professional 

occupations 

HUSOCCUP _ Income effect   
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Dependent variable: 

The study uses whether married females are participating in the labor force as the main 

independent variable, a typical and useful measure of labor supply in evaluating economic 

changes. Labor force participation can be viewed as one‟s decision of whether to participate 

in the labor market. Mainstream economic theory assumes that there are only two mutually 

exclusive activities, labor and leisure. Individuals choose the combination of labor-leisure to 

maximize their utility. Labor force participation is a binary choice variable equal to 1 if the 

individual participates in the labor market and equal to zero otherwise.  

 

Main independent variable: 

     Family income is the main independent variable showing total family income, 

excluding women‟s earnings. According to Mincer (1962), labor force participation of 

married women is significantly correlated to their diverse socio-economic environment. The 

expected sign of family income is negative because Devereux (2004) suggests that there is a 

strong negative response of female labor supply to changes in their husband's wages and 

husband income, both of which are important parts of family income. 

 

Control variables: 

Several other important factors may contribute to women‟s decision on whether to 

work or not. The main influences must be accounted for in the model. This paper would take 

the following control variables into consideration. 



13 
 

1. Education 

Chart2. Labor force participation of married women (18-54 years old) by education 

attainment, 2013 in the United States 

 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 

Education is a dummy variable, equals to one, if the woman received some college 

education, zero otherwise. Generally, investment in human capital represents the most 

important determinant of the market wage, thus would also influence the labor supply of 

married women. The expected sign of education is positive since years of schooling not only 

increase the expected market wage but also the likelihood of entering the labor market 

seeking a return on one‟s education investment. 
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2. Age 

Chart3. Labor force participation of married women (18-54 years old) by age, 2013 

in the United States 

 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 

The expected sign of age is positive. Age is included here as a proxy for labor market 

experience, which builds on itself in keeping married women interested in the labor market. 

Age-squared is included in the model as the willingness and desire to work seems to taper off 

with age.  

 

3. Race 

Chart4. Labor force participation of married women (18-54 years old) by race, 2013 in 

the United States 

 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 
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A dummy variable for race = 1 if the woman is white is included to control for any 

different proclivities for whites and nonwhites to participate in the labor force; 0 is for 

nonwhites. However, there appears to be only slightly more white, married women 

participating in the labor force than nonwhite, married women. 

 

4. Kids 

Chart5. Labor force participation of married women (18-54 years old) by own children 

under 6 years old, 2013 in the United States 

 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 

KIDS 6 is a dummy variable indicating whether a woman has unmarried children under 

6 years old or no kids at all. The expected sign of kids is negative since women who have 

preschool children are more likely to have a heavier burden in children care and home 

responsibilities and thus less likely to participate in the labor market. According to the chart, 

the labor force participation rate for married women with children under 6 years old is 

significantly less than those with no children under 6 years old -- 63 versus 75 percent. 
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5. Earnings  

Chart6. Labor force participation of married women (18-54 years old) by earnings 

(in one thousand dollars), 2013 in the United States 

 

Source: Current Population Survey (CPS), March 2013. Bureau of Labor Statistics 

Earning is a continuous variable showing women‟s yearly earnings in one thousand 

dollars. The expected sign of earning is positive because of the substitution effect. Labor 

economics suggests that the rise of real wage rate would increase the opportunity cost of 

leisure, thus increase the labor force participation rate. 

 

Instrumental variable: 

     Husbands‟ professional occupation (husoccup) measures the percentage of male‟s 

professional occupation in each state. Husbands‟ job and salary is highly correlated with 

family income, while, it is not likely to be correlated with women‟s labor force participation. 

That makes Husbands‟ professional occupation a qualified instrument of family income. 
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IV. ECONOMETRIC ANALYSIS 

A. Methodology 

     Since labor force participation of married women is a binary variable, the study uses a 

linear probability model (LPM) to estimate the probability of participating in the labor force. 

The LPM analysis could provide results which can be easily interpreted and the method is 

straightforward to analyze. For the LPM model, this relationship is a particularly simple one, 

and allows the model to be fitted by simple linear regression. 

     Since women with different family incomes do not randomly select themselves into 

working or not working groups, the original model may have a self-selection bias. This 

analysis attempts to deal with this problem by adding husbands‟ professional occupation as 

an instrument of family income. This entails an instrumental variable (IV) model, the results 

of which will be compared to the LPM model. 

     Another concern of the original model is married women not working do not report and 

earnings. Thus, there are several observations with zero earnings. This concentration of zeros 

could bias the results. Thus, a tobit model is used to deal with the problem, the results of 

which will be compared to the LPM and IV models. 

In this paper, the model will be constructed as follows: 
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Exhibit2: Variable definitions and calculations 

 

E Y X = Pr (Y = 1|X) = β0 + β1X1 + β2X2 + β3X3 + β4X4 + β5X5 + β6X6+β7X7 + ϵ 

Where: 

Pr (Y= 1|X) = LFP 

The probability of participating in the labor force  

Data from March, 2013 CPS 

X1=FAMINCO  

 Total Family Income in one thousand dollars (women‟s earnings not included) 

X2= EDUC 

Education (some college education versus no college education) 

X3= AGE  

 Age (in years) 

X4=AGE2 

   Age*Age (in years) 

X5= RACE 

 Race (white versus non-white) 

X6= KIDS6 

 Have children in family under 6 years old versus Not have children in family under 6 years old 

X7= Earnings 

 Women‟s yearly earnings in one thousand dollars 

ϵ = Unexplained Variance, Error Term 

β0 = Y-intercept β1, β2, β3, β4, β5, β6, β7 = Coefficients of respective independent variables, 

partial slope coefficients 
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B. Regression Results 

Table3, Table4 and Table5 provide the estimated regression coefficients for LPM 

model, IV model and tobit model respectively, with t-statistics reported in parentheses 

immediately below.  

Regression results using linear probability model: 

Table3. Regression results showing coefficients using LPM model (with robust standard 

errors) with the dependent variable of labor force participation of married women 

(18-54 years old) in March 2013. 

characteristic mean total family 

income≤50,000 

family 

income>50,000 

Constant term  0.2715*** 

(5.02) 

0.2307*** 

(3.13) 

0.3278***  

(3.82)      

Family income in 1,000 

dollars (women‟s earnings 

not included) 

69.9785 -0.0006***  

(-12.33) 

0.0006**  

(2.42) 

-0.0006*** 

(-10.44) 

Education 0 .6737 0.0909*** 

(10.93) 

0.1099***  

(7.30) 

0.0508*** 

(4.74) 

Kids6 0.3018 -0.1061***  

 (-16.75)   

-0.0923***  

(-10.13) 

-0.1165***  

 (-13.13) 

Race 0.8263 0.0322***  

 (4.88)   

0.0022 

(0.24) 

0.0586***  

(6.22) 

Age 40.0189 0.1563*** 

(5.54) 

0.0158*** 

(3.96) 

0.0140*** 

(3.23)      

Age2 1675.87 -0.0002*** 

(-5.35) 

-0.0002***  

 (-3.81) 

-0.0002*** 

(-3.21) 

Earnings in 1,000 dollars 29.1300 0.0040*** 

(13.16) 

0.0048*** 

(6.49) 

0.0037*** 

(11.62) 

Number of observations  27700 13113 14657 

R
2
  0.1855 0.1889 0.1915 

F statistic  903.10 436.01 495.65 

* Statistically significant at 0.05<p<0.1        ** Statistically significant at 0.01<p<0.05 

*** Statistically significant at p<0.01          Numbers in the parentheses are t-statistics. 

The small estimated negative coefficient for family income in Table3 implies that one 

thousand dollars increase in family income would decrease married women‟s mean 
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probability of participating in labor force by a small amount. The results hold for both low 

and high income groups. However, this coefficients estimated are likely to be biased by 

self-selection problem. The results of diagnostic tests provided in Table8 and Table9 in the 

Appendix also indicate that the LPM model may have a problem of miss-specification.  

Regression results using IV model: 

Table4. Regression results showing coefficients using IV model with the dependent 

variable of labor force participation of married women (18-54 years old) in March 2013. 

characteristic mean total family 

income≤50,000 

family 

income>50,000 

Constant term  0.2533*** 

(4.25) 

0.1265 

(0.72) 

0.3411***  

(4.12)      

Family income in 1,000 

dollars (women‟s earnings not 

included) 

69.9785 -0.0010**  

(-2.24) 

0.0194  

(0.78) 

-0.0004 

(-0.81) 

Education 0 .6737 0.1027*** 

(7.37) 

0.0499 

(0.66) 

0.0500*** 

(3.82) 

Kids6 0.3018 -0.1038***  

 (-15.22)   

-0.1056***  

(-5.01) 

-0.1179***  

 (-12.47) 

Race 0.8263 0.0376***  

 (4.73)   

-0.0622 

(-0.71) 

0.0589***  

(6.15) 

Age 40.0189 0.0164*** 

(5.13) 

-0.0005 

(-0.02) 

0.0125*** 

(2.83)      

Age2 1675.87 -0.0002*** 

(-5.15) 

6.88e-06  

 (0.03) 

-0.0002*** 

(-2.93) 

Earnings in 1,000 dollars 29.1300 0.0042*** 

(48.24) 

0.0050*** 

(36.65) 

0.0038*** 

(39.93) 

Number of observations  27700 12600 13888 

R
2
  0.1825 not reported

2
 0.1932 

F statistic  829.40 299.09 443.96 

* Statistically significant at 0.05<p<0.1         ** Statistically significant at 0.01<p<0.05 

*** Statistically significant at p<0.01           Numbers in the parentheses are t-statistics. 

By introducing an instrument in the regression, Table 4 shows the regression results of 

trying to minimize the self-selection problem. The estimated coefficient of -0.0010 for family 

                                                
2 STATA did not report R2 here, because the model sum of squares is negative. 
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income in Table4 implies that one thousand dollars increase in family income would decrease 

married women‟s probability of participating in labor force by still small but somewhat larger 

amount. However, when low and high income groups were analyzed separately, income was 

not statistically significant.
3
  

Regression results using tobit model: 

Table5. Regression results showing coefficients using tobit model with the dependent 

variable of labor force participation of married women (18-54 years old) in March 2013. 

characteristic mean total family 

income≤50,000 

family 

income>50,000 

Constant term  -0.0005 

(-0.01) 

-0.0751 

(-0.79) 

0.1011***  

(0.90)      

Family income in 1,000 

dollars (women‟s 

earnings not included) 

69.9785 -0.0009***  

(-19.01) 

0.00008**  

(2.36) 

-0.0008*** 

(-16.49) 

Education 0 .6737 0.1287*** 

(16.72) 

0.1581*** 

(14.57) 

0.0704*** 

(6.13) 

Kids6 0.3018 -0.1502***  

 (-17.21)   

-0.1336***  

(-10.54) 

-0.1619***  

 (-13.49) 

Race 0.8263 0.0446***  

 (4.92)   

0.0023 

(0.18) 

0.0800***  

(6.31) 

Age 40.0189 0.0227*** 

(6.24) 

0.0235*** 

(4.69) 

0.0197*** 

(3.48)      

Age2 1675.87 -0.0003*** 

(-5.91) 

-0.0003***  

 (-4.38) 

-0.0002*** 

(-3.42) 

Earnings in 1,000 

dollars 

29.1300 0.0053*** 

(63.96) 

0.0064*** 

(41.33) 

0.0048*** 

(50.12) 

Number of observations  27700 13113 14657 

Pseudo R
2
  0.1007 0.1003 0.1068 

LR statistic  5455.04 2606.85 3001.15 

* Statistically significant at 0.05<p<0.1         ** Statistically significant at 0.01<p<0.05 

*** Statistically significant at p<0.01           Numbers in the parentheses are t-statistics. 

                                                
3 To ensure that the IV model produced reasonably results, multiple weak instruments tests were performed. 

Weak instrument tests were conducted in the IV model with total sample and the IV models with different 

income group respectively. A summary of results of weak instrument tests is provided in Table10. Weak 

instrument tests results indicate that the instrument is weak in the IV models with both income groups. Thus, the 

coefficients of both income groups reported in Table4 are not very reliable. 
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The analysis also introduced a tobit model to handle better the number of zero values 

for earnings. Table5 summarizes the results of the tobit model, perhaps the strongest model 

econometrically. All of the results of the tobit model are highly significant. 

Based on the reported coefficient for family income, holding control variables in the 

model constant, an increase in family income is associated with a decrease in married 

women‟s probability of participating in labor force, consistent with the LPM and IV models. 

The sensitivities of family income to labor force participation differed by income group. For 

married women whose family income is higher than 50 thousand U.S. dollars, the sensitivity 

of family income to labor force participation is very close to the sensitivity in the whole 

sample regression. However, for married women whose family income is less than 50 

thousand U.S. dollars, an increase in family income is associated with a slightly higher 

increase in married women‟s probability of participating in labor force. This could indicate 

that among lower income families, the substitute effect dominates the income effect. That is, 

more work is desired over more leisure. These findings are statistically significant at the 0.10 

level.  

These results are consistent with the findings of previous literature that family income 

is negatively associated with married women‟s likelihood of participating in labor force, 

although the magnitude of change is not very large. With the sample of both males and 

females, (Ziliak and Kniesner, 1999) suggests that lower-income people would have a higher 

response to reductions in tax rates. However, with a sample of just married women, this thesis 

finds that the magnitudes of sensitivities are similar among income groups. However, in the 
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lower income group, family income is positively associated with labor force participation, 

whereas family income is negatively correlated with labor force participation in the higher 

income group. 

 

C. Robustness and Limitations of the Models 

The analytical results have some limitations. First, according to the results of model 

specification tests provided in the diagnostic section, all of three models discussed above may 

have the problem of mis-specification. However, because all of the results are very robust and 

consistent with conclusions of previous literature, the results of the analysis can still provide 

some policy implications. 

 

V. POLICY RELEVANCE 

A. Current Polices about Married Women’s Employment 

People have been calling for equal working opportunities for women for a long time. 

Indeed, since the late 19
th
 century, the female labor force participation rate increased 

dramatically. However, family-work conflicts are still an important factor that makes women 

choose to stay at home. Currently, according to Henneck (2003), the United States 

encourages families to seek market-based solutions to work-family conflict. For example, 

there is little attempt to subsidize family caregiving for working mothers. Social support for 

working mothers and their children are primarily reserved for only the most impoverished 
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families. Most must rely on their own income and the main findings have shown that family 

income dictates the labor force participation behavior of married women.  

 

B.  Findings 

The main findings suggest that the sensitivities of labor force participation to family 

income differ by income group. In the lower income group, married women‟s labor force 

participation would increase if family income goes up. It indicates that extra family income is 

needed. Thus, to the lower income group, providing some subsidies working mothers could 

effectively encourage house wives come back to work. On the contrary, in the higher income 

group, the mean probability of participating labor force decreases when family income grows. 

One possible explanation is that, as theory says, people prefer leisure more than work when 

income permits. However, it can also be explained by the tax penalty. With increasing family 

income, the tax penalty could jump to a higher level. The high level of tax penalty is a 

potential factor that encourages married women to stay at home. Thus, in order to relieve the 

potential higher gender inequality, current tax policies need to be reviewed. 

  

C. Policy Recommendations 

     First, to encourage married women from lower-income families to go back to work, the 

government could provide some subsidies to qualified working married women. The 

subsidies could effectively increase the labor force participation among lower-income 
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households. Essa and Hoynes (2004) suggest the earned income tax credit (EITC) which is 

the largest cash transfer program that providing subsidies to lower-income families with 

children is actually subsidizing married women to stay at home. However, with more recent 

data, the regression results of this thesis demonstrate that cash transfer program like EITC 

would effectively increase labor force participation since there is a positive correlation 

between labor force participation and family income among married women from 

lower-income families. To garner wider political support, the subsidies could be in the form 

of vouchers that can only be used for childcare and home-help care.  

Second, the government needs to review current tax policies and make sure they do not 

provide a disincentive to work. Further research could be conducted to exam whether the tax 

policies contribute to the negative relationship between family income and labor force 

participation. According to the tax policies of most states, when the family income exceeds a 

certain cap, the tax as a percentage of total earnings would jump to a higher level. To avoid a 

higher tax level, some family members would choose to stay at home. Because of the second 

earner bias discussed before, the wife usually becomes the one that stay at home. As a matter 

of fact, this scenario raises gender inequality and causes a waste of human capital.  

Third, it is important to consider targeting certain income groups when making tax 

policies and welfare policies that would influence family income. The main findings of the 

analysis suggest that sensitivity of labor force participation of married women to family 

income differ by income group. Thus, policies that affect family income would result in 
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different labor supply responses among different income groups. Ignoring the effect of 

income groups would make policies inefficient.  

 

VI. CONCLUSION 

Using a dataset from the 2013 March Supplement Current Population Surveys for 

27,770 married women age from 18-54 years old, this paper investigates the relationship 

between family income and married women‟s labor force participation. This paper builds on 

prior research that found negative relationships between economic status and married 

women‟s labor force participation. Descriptive statistics supported existing research and 

economic theories, demonstrating that more education, fewer children and higher earnings all 

predict higher labor force participation.  

This analysis uses LPM, IV model and tobit model to exam the quantitative 

relationship. The regression results suggest a strong likelihood that family income and 

married women‟s likelihood of participating in labor force move in opposite directions and 

the sensitivities differ by income group. In the low income group, family income is positively 

associated with labor force participation, whereas family income is negatively correlated with 

labor force participation in the high income group. 

The findings have several implications for current tax policies and welfare policies. 

Among lower family income group, subsidies to qualified working women would effectively 

increase women‟s labor force participation. Among higher family income group, it is 

necessary to review current tax policies and make appropriate changes because tax penalty is 
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a potential cause that makes higher family income women stay at home. The analysis also 

suggests it is vital to consider targeting certain income groups when making tax policies and 

welfare policies that would influence family income because those police changes would 

result in different labor supply responses among different income groups. 
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APPENDIX 

1. Diagnostic: 

Multicollinearity Test: 

Table6. Variable correlation 

Variables faminco race educ kids18 age age2 earning 

family 

income 

(earnings 

not 

included) 

1.0000       

Race 

(dummy) 

0.0458 1.0000      

Education 

(dummy) 

0.1846 -0.0149 1.0000     

Kids under 

6 years old 

(dummy) 

-0.0399 0.0251 0.0529 1.0000    

Age (years 

old) 

0.1463 -0.0039 -0.0055 -0.5068 1.0000   

Age
2 

(quadratic 

term) 

0.1400 -0.0026 -0.0144 -0.5089 0.9938 1.0000  

Earnings 0.1210 -0.0068 0.2308 -0.0449 0.1016 0.0939 1.0000 

      

Table 6 summarizes the results of multicollinearity test. According to the table, age is 

highly correlated with age2. It is because that age2 is the quadratic term of age. Although the 

multicollinearity test diagnosed a problem of age2, age2 should still be included in the model. 

 

Heteroskedasticity Tests:  

Table7. White test 

Source chi2 df p 

Heteroskedasticity 1054.24 23 0.0000 

Skewness 11668.36 6 0.0000 

Kurtosis 1695.72 1 0.0000 

Total 14418.33 30 0.0000 
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Table7 summarizes the results of White test which indicates there exists 

heteroskedasticity in LPM model. It implies the OLS estimators are inefficient in the LPM. 

Thus, robust standard errors are used in the LPM to deal with this problem. 

 

Model specification errors: 

Table8. Linktest of LPM, IV and tobit model 

 LPM IV tobit 

Married Women‟s 

Labor force 

participation (Y) 

t z t 

_hat 87.14 

(0.000) 

78.05 

(0.000) 

84.67 

(0.000) 

_hatsq -50.42 

(0.000) 

-39.36 

(0.000) 

-48.28 

(0.000) 

_cons -36.41 

(0.000) 

-22.24 

(0.000) 

-29.22 

(0.000) 

Number of 

observations 

27,770 27,770 27,770 

R
2
/Pseudo R

2
 0.2538 0.2285 0.1431 

Numbers in the parentheses are p-values. 

 

Table9. Ramsey Reset of LPM 

Ramsey RESET test using powers of the fitted values of labor force participation 

Ho: model has no omitted variables 

F(3, 27759) = 2629.89 

Prob>F = 0.0000 

      

Table8 and Table9 summarize the results of Linktest for LPM, IV and tobit model 
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respectively and the results of Ramsey Reset of LPM. Both tests indicate there are 

mis-specification problems in all three models used in the analysis.  

 

Weak instrument test: 

Table10. Anderson Rubin test and Wald test for IV model. 

Chi-squared Clomn1  

(Total) 

(Clomn2) 

Family income<50 

(Clomn3) 

Family income>50 

AR 5.02 

(0.0251) 

0.87 

(0.3511) 

0.65 

(0.4214) 

Wald 5.03 

(0.0248) 

0.60 

(0.4367) 

0.66 

(0.4177) 

Numbers in the parentheses are p-values. 

Table10 summarizes Anderson Rubin test and Wald test for IV model. Clomn1 reports 

the results of weak instrument tests for the total sample and Clomn2, Clomn3 reports results 

of weak instrument tests for the low income group and high income group respectively. The 

results indicate that husbands‟ professional occupation as an instrument is not weak in the IV 

model with total sample. However, it is weak in the IV models of both income groups. 
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