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ABSTRACT

This study estimates what fraction of the rise in family income inequality in the United States

between 1968 and 2000 is accounted for by change in each of the family income components such

as wages, employment, and hours worked of family heads and spouses, family structure, and other

incomes. The increased disparities in other incomes and labor supply account for, respectively, 29

percent and 28 percent of the rise in the difference in income between the top 10th and bottom 10th

families. Structural changes in wages, largely regarded as the major culprit of the increase in income

inequality, explain less than a quarter of the rise in the measure of family income inequality.

Changing fraction of families with both husband and wife and changes in the composition of the

income sources account for 11 percent and 16 percent, respectively, of the widening of the income

gap. The relative importance of the effect of changing labor supply declined over time, while that

of wage changes increased. For the upper half of the income distribution, wage changes were the

dominant cause of the increase in the gap between the richest 10th and middle-income families. For

the lower half of the income distribution, in sharp contrast, changes in labor supply and other

incomes were the principal causes of the growing distance between the poor and middle-income

families.
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1. Introduction 

Rising income inequality is one of the most marked features of the U.S. 

economy in the era of globalization and IT revolution.
2
 Over the last couple of decades, 

an extensive literature has been accumulated regarding the patterns and causes of the 

growing disparities in incomes. The primary focus of recent studies has been on 

changing dispersions in individual wages between and within various demographic 

groups possessing different human capital attributes. Some major explanations for the 

widening of wage gap between high- and low-skilled workers are: technological 

changes, international trade, transfers abroad of production activities, inflow of less-

skilled immigrants, degraded quality of education, decline of labor unions, and 

deregulations of industries.
3
 

Although it is now much better understood how the wage structure transformed 

over time and what produced the change, thanks to the large body of evidence suggested 

previous studies, it is less clear how the increased income inequality affected the 

distribution of the wellbeing of individuals. In particular, it is striking that only a few 

studies have rigorously documented the changing distribution of family income. Given 

that family members jointly make decisions on labor supply, pool their earnings, and 

share family resources, family income is perhaps a better measure of material wellbeing 

of a person than his or her own wages. As in the case of individual wages and earnings, 

the family income disparity in the United States has sharply widened over the last 

several decades.
4
 One cannot simply assume that rising wage inequality is the main 

story behind the increase in family income inequality because family income is 

                                                 
2
 See Levy and Murnane (1992) and Gottschalk (1997) for the patterns of rising inequalities in 

various labor-market outcomes.  
3
 See Hunt (1992) and Borjas, Freeman, and Katz (1997) for the impacts of the inflow of 

immigrants; Wood (1994), Borjas, Freeman, and Katz (1992, 1997), and Sachs and Shatz (1994) 

for the effects of international trades; Freenstra and Hanson (1999) and Miller (2001) for the 

roles of international outsourcing of productions; Berman, Bound, and Griliches (1994), 

Krueger (1993), Autor, Katz, and Krueger (1998), and Doms, Dunne, and Troske (1997), 

Bresnahn, Brynjolfsson, and Hitt (2002) for the impacts of technological changes; and Freeman 

and Katz (1995), Gottschalk and Smeeding (1997), OECD (1996), and Fortin and Lemieux 

(1997) for the influences of institutional changes. 
4
Between 1970 and 2000, for instance, the share of the aggregate income received by the lowest 

fifth families fell from 5.4 percent to 4.3 percent. In contrast, the share of income earned by the 

top 5 percent families increased from 15.6 percent to 21.1 percent during the same decades (U.S. 

Bureau of the Census 1996, No. 719; U.S. Bureau of the Census 2004, No. 672).  
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determined by many other factors in addition to individual wages. These factors include 

employment and hours worked of each of family members, family structure, and non-

labor incomes. 

Only a small number of studies have paid attention to the effect of changing 

labor supply on income inequality. Burtless (1990, 1993) and Moffitt (1990) reported 

that the growth in annual earnings inequality for male workers during the 1970s and 

1980s was primarily due to growing inequality in hourly wage rates. On the other hand, 

Haveman (1996) suggested that the increase in earnings inequality between 1973 and 

1988 among working-age men was largely produced by increased variability in the 

amount that potential breadwinners worked.
5
 Hyslop (2001) reported that, among 

married working couples, behavioral labor supply responses to wage changes explain 20 

percent of the rise in family earnings inequality in the early 1980s.
6
 Lee (2001) 

computed that changes in labor market activity of family heads accounted for half of the 

increased gap between families in the top and bottom income deciles between 1969 and 

1989.
7
 

The previous studies on income inequality have largely focused on male 

workers. However, patterns of individual labor force participation and of hours of work 

need to be understood in the context of joint decisions made by family members. For 

example, if income effect is strong, fewer working hours or lower wages of a family 

head could be supplemented by increased hours worked by the spouse or other family 

members. The existing literature is nearly silent about how changes in employment and 

hours of family head and spouse jointly contributed to the family income inequality. 

Burtless (1993) estimated the contribution of the employment and hours changes by 

comparing the actual and counterfactual changes in Gini-ratio for the periods 1969-1979. 

However, his study, after all, dealt with individual earnings of men and women rather 

                                                 
5
 These studies use variance of logarithm (VLN) of earnings as the measure of inequality. They 

decompose the VLN of earnings into (1) VLN of wage rates, (2) VLN of hours worked, and (3) 

a covariance term between the two. They then observed change in each factor over time to 

assess its relative contribution to the increase in the VLN of earnings. 
6
 The main evidence of this study comes from the own- and cross-covariance structures of 

wages and earnings of couples in the 1979-1985 Panel Study of Income Dynamics (PSID). 
7
 This study estimates a counterfactual measure of the family income inequality for 1989 that 

would have resulted, had the employment and hours distribution as of 1969 remained 

unchanged. 
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than family earnings.
8
 Hyslop (2001) found that married men and women tended to 

increase (decrease) the hours in responses to diminished (increased) earnings of their 

spouses. Based exclusively on a sample of employed couples, however, this study fails 

to provide evidence regarding the effect of changing pattern of employment on family 

income inequality. 

There are a few studies that enable us to predict how changing pattern of work 

affected the family income inequality. Decline in employment was particularly severe 

among less-educated and low-wage men between 1967 and 1988 (Juhn 1992). The rise 

in two-earner couples has been more pronounced in families in which the husband’s 

earnings are higher (Cancian, Danziger, and Gottschalk 1993). Employment and 

earnings gains have been greatest for wives of middle- and high-wage men (Juhn and 

Murphy 1997). The inter-spousal correlation of wages, hours, and employment 

increased between 1979 and 1987 (Blackburn and Bloom 1995). Finally, as noted above, 

the intertemporal substitution effect of a wage change dominated its income effect for 

married women in the early 1980s (Hyslop 2001). These changes in employment and 

earnings patterns of men and women should have increased the family income 

inequality to some extent. However, the magnitude of the joint effect is unclear.   

The purpose of this paper is to examine what fraction of the rise in family 

income inequality in the United States between 1968 and 2000 is accounted for by 

change in each of the following components of the family income: (1) employment of 

the head, (2) the hours worked of the head, (3) the wage rate of the head, (4) marital 

status of the head, (5)  employment of the spouse, (6) the hours worked of the spouse, 

(7) the wage rate of the spouse, (8) the incomes from other sources than the earnings of 

the head and the spouse, and (9) the fraction of the family income coming from a 

particular source. More specifically, I estimate what percentage of the change in the 

measure of family income inequality (defined in this study as the difference in the log of 

the average income between families in different income deciles) is attributable to the 

change in the above factors for the period between 1969 and 1999 and the three sub-

periods, 1969-1979, 1979-1989, and1989-1999.  

                                                 
8
 He ranked individuals into earnings quintiles according to family earnings rather than 

individual earnings, and calculates counterfactual mean earnings for each earnings quintile, 

assuming no change in the mean employment rate and hours of work in each earnings group. 
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This study is distinct from other studies in the following respects. First, this 

study explicitly considers at the same time all potentially important factors of the total 

family income inequality. To my knowledge, this study is the first that combines the 

effects of changing wage, employment, hours worked, family structure, and 

composition of income into a single decomposition framework. Second, my study 

compares results based on several different samples of populations, namely, (1) all 

families headed by persons aged 18 to 64, (2) all households including families and 

single householders, (3) families headed by persons aged 25 to 55, and (4) families 

headed by males aged 25 to 55. Using alternative samples not only enable me to avoid 

sample-selection biases but also help interpret the results more accurately. Finally, my 

study covers the entire three decades during which the family income inequality 

increased, and compares the results for each decade within the period under study. This 

will help understand how the mechanisms of rising income inequality changed over 

time. 

The organization of this paper is as follows: I begin with developing a method 

of decomposing a change in family income in the next section. Section 3 introduces the 

data used in the analysis. Section 4 describes the patterns of changes in the elements of 

family income inequality between 1969 and 1999. In section 5, I present the results of 

the decompositions that provide explanations for how each of the components of family 

income contributed to the changes in income inequality. I also examine how the results 

change where alternative measures of inequality are used. Section 6 compares the 

results based on several different samples. The final section summarizes the paper.  

  

2. Analytical Framework 

 I begin with a decomposition of total family income into several components. 

The definition of variable representing each of the components is given in Table 1. The 

average annual money income of households in a given income decile, denoted N, may 

be presented as 

 

(1) QPWHPWHN ssshhh ++≡ δ     
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where hH , sH ,  hW , and sW  stand for the mean annual hours worked and the mean 

hourly wage rates for employed heads and spouses, respectively; hP  and sP  stand for 

the employment rates for heads and, if married, spouse; δ is the fraction of households 

in which both husband and wife are present; and finally, Q stands for the mean incomes 

from other sources. 

 As the measure of income inequality, I use the difference in the log of average 

family income between two income deciles, say, the top and the bottom income deciles 

(denoted by *
N ). That is, ]ln[]ln[* BOTTOMTOP NNN −= . Using an approximation, *

N can 

be decomposed as shown in equation (1), where the asterisk denotes the difference in 

the logs of a variable in the top and bottom deciles of families. For example, 

).ln()ln(* BOTTOM

h

TOP

hh HHH −=  Equation (1) can be rewritten as 

 

(2) )()()( ********
QPWHPWHN Qsssshhhh Φ++++Φ+++Φ≈ δ  

 

where Φ denotes the weight of each of the three income sources. For example, 

]/)([ NPWH hhhh =Φ  indicates the earnings of heads as a proportion of the total average 

family income. 

 It is possible to decompose the change in *
N over time, in this case, say, 

between 1969 and 1999, by differentiating equation (2) totally, to obtain 

 

(3)  

**

********

*******

)(

)(

QQ

PWHPWH

PWHPWHN

QQ

sssssssssss

hhhhhhhhhh

∆Φ+∆Φ

++++∆Φ+∆Φ+∆Φ+∆Φ+∆Φ

+++∆Φ+∆Φ+∆Φ+∆Φ≈∆

δδ  

 

The first term on the right-hand side of equation (3), for example, represents the rate of 

change in the disparity in average hours worked by family heads in the top and bottom 

deciles, weighted by the relative share of family income derived from the earnings of 

the head. The estimate of this term indicates the relative contribution of the change in 

average working hours of heads to the rise in the measure of income inequality between 

1969 and 1999. Likewise, the second and third terms show the relative contributions of 



 7 

changes in hourly wages and in the employment rate of heads, respectively. On the other 

hand, the fourth term represents the effect of changing weight, that is, the relative 

importance of earnings of family heads as a source of income. If earnings of family 

heads are more unequally distributed than other sources of income, an increase in the 

share of earnings of the head in the total family income would produce a rise in the 

magnitude of inequality. 

 It should be noted that I do not follow up the individual families over time 

using this method. I am only comparing the families in particular income group today 

with the families in that income category in the past, who are not necessarily the same. 

The questions to be answered using the method explained above is why the difference in 

income between rich and poor families today is much greater than it was thirty years 

ago. More specifically, this study examines how the gaps between today’s rich and poor 

families in wages, employment, hours, other incomes, and family structure differ from 

the disparities in these factors between the rich and the poor in the past. The framework 

used in this study, however, can provide only limited hints as to why the distribution of 

these family income components changed over time. For instance, the rise in the 

disparities in employment and hours of heads and spouses may have resulted from 

individual families’ behavioral responses to changes in economic conditions such as 

changing wage structure, which cannot be analyzed in the present framework. However, 

I believe it is important to understand first what happened even if it cannot be fully 

explained why it happened. 

 

3. Data 

 The balance of this paper is based on data from Annual Demographic Files on 

the March Current Population Surveys (CPS, hereafter) for the survey years 1969 to 

2001. Since most of the calculations below are based on annual earnings, weeks worked, 

and usual hours of work per week in the year previous to the survey, this study covers 

the calendar years 1968 to 2000. The secular rise in the family income inequality started 

in the late 1960s and continued thereafter. Accordingly, I choose four bench-mark years, 

1969, 1979, 1989, and 1999 to study long-term changes. The patterns of changes in the 

determining factors of family income inequality may be sensitive to the choice of the 

initial and end years (see, for example, Haveman 1996). I average three years of data 
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centered around the bench-mark years to mitigate possible business cycle effects. Thus 

the averages I report for 1969, 1979, 1989, and 1999 are actually based on the 1968-70, 

1978-80, 1988-90, and 1998-2000 CPS data. 

 The main unit of analysis used in this study is the family which is composed of 

two or more related persons. I limit the sample to families whose heads are at working 

ages (between 18 and 64).
9
 However, alternative sample selection may provide different 

results.
10

 The three decades under study have witnessed a great transformation in the 

living arrangement. As the fraction of non-family households greatly increased, the 

population covered by the sample composed of families should have diminished. 

Moreover, the working ages chosen here (18 to 64) may not be fully comparable across 

different cohorts because of the secular rise in college attendance and early retirement 

over the three decades. The increase in the proportion of female-headed families was 

also remarkable. In addition to the primary sample composed of families, for these 

reasons, I use several alternative samples covering different populations for testing the 

sensitivity of the result to the selection of the sample (see section 6). 

 Using these data sets, I calculate the components of the mean family income for 

each income decile, as explained above. The incomes and earnings are all converted 

into 1982-1984 dollars. The employment rate for family heads (spouses) is calculated 

dividing the number of those who worked at least one week last year by the number of 

all families for each income decile. I calculate annual hours of work by multiplying 

weeks and usual hours worked per week last year.
11

 I then estimate the annual hours 

                                                 
9
 I exclude a small number of families in which wife is recorded as the head because husband 

resides elsewhere while remaining married. The number of families covered by the sample for 

each year is 32,964 (1968), 31,499 (1969), 32,016 (1970), 33,842 (1978), 39,839 (1979), 39,842 

(1980), 29,790 (1988), 32,316 (1989), 32,101 (1990), 31,188 (1998), 31,431 (1999), and 30,194 

(2000). 
10

 Karoly (1993) provides a good example of comparing the patterns of changing inequality 

based on different populations. Haveman (1996) noted that the increase in the variance of hours 

worked accounted for much larger proportion of the rise in the variance of log of male earnings 

for all males than it did for employed male workers. 
11

 For this computation, the data from the 1968-1975 surveys are not comparable to the later 

surveys. For the early years, weeks worked last year are reported only on a bracketed basis and 

usual hours worked per week last year are not reported. In order to impute the continuous values 

for weeks worked last year, I divide the data from the 1976-1978 surveys into cells according to 

weeks worked and use the cell means for weeks worked as the corresponding week’s data for 

the early years. 
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worked for those employed in each income decile.
12

 Other income (Q) is calculated as 

the difference between the average total household income and the average earnings of 

heads and spouses. Thus, it includes earnings of other household members and non-

labor incomes.
13

 

 

4. Changes in the Components of Household Income, 1969-1999 

Figures 1 to 7 and Appendix Table present the estimate of the mean total family 

income and each of the components of the mean family income for each income decile 

for 1969, 1979, 1989, and 1999. It is well documented that measures of family income 

inequality increased since the late 1960s and accelerated in the 1980s. The income gap 

between the top and bottom income deciles, the primary measure of household income 

inequality employed in this study, confirms the long-term rise in the family income 

inequality. As presented in Figure 1, the average income of the top 30 percent families 

increased rapidly while the incomes of low- and middle-income families stagnated or 

even declined. During the three decades, the average income of the top 10 percent 

families increased by 57 percent, as compared to a 40 percent decline among the 

families in the bottom income decile. In particular, the 1990s witnessed the most 

dramatic rise in the income disparity between rich and poor families. During the decade, 

the average income of the richest 10
th

 families increased by 30 percentage points 

                                                 
12

 For this calculation, the following method was used: First, I multiply hours worked in the 

week prior to the survey and weeks worked for those who worked at least one hour last week. 

This estimate of annual hours worked, denoted by 
LWH , should differ from the actual annual 

hours, 
LYH , because (1) those who worked last week are not the same people as those who 

worked last year, and (2) hours worked last week may differ from usual hours worked last year. 

To see the size and pattern of the discrepancy, I compare 
LWH and 

LYH using data from the 

1976-1978 CPS. For each income decile, 
LWH is only slightly greater than 

LYH . More 

important, the relative size of 
LWH and 

LYH is fairly stable across income deciles. I derive 

adjustment factors by dividing 
LYH by

LWH and apply them to the data from the 1969-1971 

surveys to obtain more accurate estimate of annual hours worked. I also imputed annual hours 

worked for the early years following the procedure explained in Juhn (1992: appendix 1). As far 

as the average hours worked for each income decile is concerned, 
LWH is a closer 

approximation of 
LYH than the imputed value. 

13
The average family size, reported in Appendix Table, does not differ much from one income 

declie to another. More importantly, the average family size of each income decile changed over 

time in a similar manner. Therefore, the patterns of changes in the family income components 

and their relative contributions to the rise in family income inequality that will be given below 

do not change much if the average per capita family income is considered.  
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whereas the income of all families grew by about 6 percentage points. As a consequence, 

the difference in the log of the total family income between the top and bottom deciles, 

denoted *
N above, increased by 0.96; more than half of the increase (0.5355) was 

attributed to the change between 1989 and 1999.  

 Figure 2 suggests that shift in the hourly wage rates of family heads ( hW ) was 

probably not a powerful cause of the rise in the family income inequality until the 1990s. 

Wages for family heads slightly fell or remained unchanged for low- and middle-income 

families between 1969 and 1999. Although wages for the families in the top three 

income deciles slightly increased, the difference between high- and low-income families 

was relatively small. During the 1990s, on the other hand, the average wages for the top 

10
th

 families greatly increased in sharp contrast to the relatively stable wage rates for the 

families in the rest of income distribution. Thus, the wage change should have increased 

the income inequality to a greater extent during the 1990s than it did in the previous two 

decades. 

 It is well documented in other studies how labor supply of men and women 

with different earnings potentials have changed over time (Juhn 1992, Cancian, 

Danziger, and Gottschalk 1993, Juhn and Murphy 1997). The present paper provides a 

picture of long-term changes in the elements of labor supply for a more broadly defined 

population, namely all families. The overall employment rate for family heads (Ph) fell 

substantially over the three decades under investigation, particularly during the 1970s 

and the 1990s. The decline in Ph was much greater for lower income families than for 

higher income families. For instance, Ph fell 14 percentage points for the bottom income 

decile whereas it declined by 5 percentage points or less for the top three income deciles 

(Figure 3, and Table A1, row 3). Changes in annual hours worked for family heads (Hh) 

exhibits a similar pattern. The decline in hours was particularly pronounced for the 

bottom two income deciles, especially from 1969 to 1989 (Figure 4 and row 4 of Table 

A1). We may predict from these patterns that uneven changes in Ph and Hh should be at 

least partly responsible for the rise in the family income inequality.  

 The fraction of husband and wife families (δ ) families in lower half of income 

distribution fell considerably between 1969 and 1979, and rebounded during the next 

decades, except for the lowest income decile. In consequence, the decline in δ  between 
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1969 and 1989 is visible only for the lowest income decile. Between 1989 and 1999, δ  

sharply declined for all families, but more severely for lower-income families; δ  

remained relatively stable for the top two income deciles (row 9 of Appendix Table). In 

sum, family structure had changed in the direction to increase the family income 

inequality, especially between 1969 and 1979 and between 1989 and 1999. It should be 

kept in mind that this statistic disguises dramatic changes in the living arrangement and 

rising instability of the family because non-family households are excluded from the 

sample. I will return to this point later.  

 Over the period under study, the hourly wage for employed spouse ( sW ) 

increased much faster for high-income families than for lower-income families (Figure 

5). The disparity in the spouses’ wage growth between rich and poor families is much 

more pronounced than that of heads. For example, sW  for the top income decile more 

than doubled between 1969 and 1999 whereas sW for the bottom three deciles 

remained little changed. This indicates that the change in sW  should be a major source 

of the rise in the family income inequality over the three decades since 1969. 

 As the female labor-force participation rate increased, the proportion of 

employed spouses ( sP ) rose considerably. As illustrated by Figure 6, the rise in sP  was 

generally greater among middle- and high-income families. For the top income decile, 

sP  increased from 59 percent to 88 percent between 1969 and 1999. On the other hand, 

there was no gain for wives in the lowest 10
th

 families. This result indicates that the 

labor-force participation of spouses changed in the direction to magnify the family 

income inequality. The average annual hours of work of employed spouses ( sH ) has 

increased for families in all income deciles (Figure 7). In particular, wives in middle-

income families increased the hours of work the most. This outcome tends to suggest 

that the effect of change in sH  on the family income inequality, if any, should be small 

in magnitude.  

  

5. Decomposition of the Changes in Family Income Inequality 

The patterns of the changes over time in the components of household income, 

reviewed the preceding section, allow us to predict the direction of their contributions to 
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the shift in household income inequality. For instance, hourly wages of heads should 

have been a minor factor that caused the decline in household income inequality 

between 1969 and 1989. Also, changes in the employment rate and the hours of work 

for heads should have substantially contributed to the widening of the income gap 

between the rich and the poor for the period under study. In the following two sections, I 

analyze in detail how changes in each of the components contributed to the shifts in the 

household income inequality.  I begin with a baseline decomposition of the changes in 

the difference in the log of the total family income between the top and bottom income 

deciles based on equation (3). 

 

5.1 A Baseline Decomposition 

Table 2 presents the result of a baseline decomposition in which the samples of 

families headed by a head aged 18 to 64 are included and the difference in the log of 

income between the top and bottom income deciles is used as the measure of family 

income inequality. For the entire period between 1969 and 1999, in which the difference 

in the log of family income between the top and bottom deciles increased by 0.96, 

changes in other incomes (Q) and labor supply of heads and spouses (Ph, Hh, and sP ) 

explain more than half of the rise in the measure of family income inequality (see the 

final column of Table 2).  

The increased inequality in other incomes (Q) accounts for 29 percent of the 

rise in the family income inequality between 1969 and 1999. Although Q accounts for 

relatively small fraction of the total family income, the difference in Q between the 

high- and low-income families increased so rapidly during the three decades to produce 

a strong impact on the rise in the overall family income inequality.
14

 As will be shown 

below, the effect of the change in other incomes is completely explained by the relative 

decline of other incomes of low-income families. Changes in employment and hours 

worked explain another 28 percent of the rise in the family income inequality between 

1969 and 1999. In particular, changes in the hours worked and the employment rate for 

heads (that explain, respectively, 13 percent and 9 percent of the increase in the income 

                                                 
14

 In 1999, for example, Q was 6196 dollars, about 17 percent of the mean total family income. 

Between 1969 and 1999, the rate of increase in Q was much higher for the families in the top 

income decile (31 percentage points) than for the lowest income decile (-44 percent). 
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disparity) were major contributing factors, with change in the employment rate of 

spouses accounting for another 7 percent of the increase in the measure of inequality. 

It is striking that structural changes in wages, largely regarded as the major 

culprit of the increase in income inequality, explain less than a quarter of the rise in the 

measure of family income inequality. The effects of the wage changes of heads and 

spouses were almost equally important. Changing family structure, measured by the 

fraction of families with both husband and wife (δ ), was nontrivial factor of the rise in 

family income inequality. It accounts for 11 percent of the widening of the income gap 

between the top and bottom income deciles. 

Changes in the composition of the income sources account for the remaining 16 

percent of the rise in the measure of inequality. First of all, the rise in the share of 

spouses’ earnings ( sΦ ) strongly increased the measure of income inequality (see row 10 

of Table 2). Since the percentage of families with married couples and the employment 

rate of spouses as well as the mean earnings of employed spouses are much lower for 

lower-income families than richer families, the disparity in spouses’ earnings is much 

greater than the inequality in heads’ earnings or other incomes. During the three decades 

under study, the share of spouses’ earnings in the total family income increased from 13 

percent to 31 percent. About two thirds of the effects of increased share of spouses’ 

earnings were offset by the countervailing effects of the decline of the share of heads’ 

earnings and the increase in the relative size of other incomes.
15

 

The first three columns of Table 2 present the results of the decomposition for 

each of the three decades. According to the measure of inequality used in this study, the 

growing family income inequality accelerated during the 1990s. The upsurge in the 

income gap between the top and bottom income deciles between 1989 and 1999 was   

greater than the rise in the measure of inequality during the previous two decades 

combined.  

The relative contribution of each of the components of family income 

considerably differed by decade. First of all, the relative importance of changing labor 

supply, especially the employment rate for heads, declined over time. During the 10 

                                                 
15

 The share of heads’ earnings fell from 71% in 1969 to 52% in 1999. The percentage of other 

incomes in the total family income increased from 15.9 percent in 1969 to 16.9 percent in 1999.  
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years between 1969 and 1979, changes in employment and hours of heads and spouses 

accounted for nearly two thirds of the increase in the measure of income inequality. The 

proportion explained by changing labor supply decreased to 33 percent in 1979-1989, 

and to 28 percent by 1989-1999. On the other hand, the relative importance of the effect 

of changing wages increased over time: the percentage of the rise in the measure of 

inequality accounted for by wage changes was 10 percent in the 1970s, 4 percent in the 

1980s, and 39 percent in the 1990s. The relative impact of changing distribution of other 

incomes (Q) decreased over time.  

 

5.2. Right Tail vs. Left Tail of the Income Distribution  

 A widening of the income disparity between the top and bottom income deciles 

could result from either a faster growth of income of the richest 10
th

 families or 

deterioration of the position of the lowest 10
th

 families, in comparison with the families 

in the middle. Likewise, the relative contribution of each of the components of family 

income could come from either left or right tail of the income distribution. Similar 

decompositions, also based on equation (3), are conducted separately for the differences 

in the log of income between the top 10
th

 and the average, and between the average and 

the bottom 10
th

 families. The results are reported in Tables 3 and 4. 

The results suggest that 70 percent of the increase in the income difference 

between the top and bottom 10
th

 families were produced by deterioration of the position 

of the poorest 10
th

 relative to the families in the middle. During the decade between 

1969 and 1979, in particular, the widening of the income disparity between the rich and 

poor families is completely explained by the relative decline of the bottom 10
th

 families. 

This indicates that the sharp rise of the family income inequality was largely due to the 

collapse of low-income families.  

For the upper half of the income distribution, wage changes were the dominant 

cause of the increase in the measure of family income inequality. Changing heads’ 

wages account for more than half of the increase in the difference between the incomes 

of the top 10 percent families and the average income; changing wages of spouses 

explain another 28 percent. The change in the proportion of families with both husband 

and wife was the other major factor of rising income inequality. The change in other 

incomes did not increase the measure of family income inequality. The overall effects of 
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changes in labor supply and the composition of income sources were trivial. 

For the lower half of the income distribution, in sharp contrast to the result for 

the upper half, changes in labor supply and other incomes were the principal causes of 

the growing distance between the poor and middle-income families. Shifts in 

employment and hours worked account for 36 percent of the increase in the difference 

between the incomes of the lowest 10th families and the average income. Change in 

other income accounts for 38 percent, indicating that the effect of change in other 

income reported in Table 2 is completely explained by the relative decline of other 

incomes of low-income families. Only 8 percent of the increase in the measure of 

inequality was attributable to wage changes. Changes in the composition of income 

sources and the proportion of families with both husband and wife explain 12 percent 

and 11 percent of the rising income disparity between the families in the middle and 

those at the bottom, respectively.  

 

5.3. Income Disparity between the 2
nd

 and 9
th

 Deciles 

The difference in the log of income between the top and bottom 10
th

 families, 

used above as the measure of household income inequality, may not deliver the full 

picture of changing inequality. By focusing on the gap between the richest and the 

poorest, in particular, it fails to capture any changes in the middle of the income 

distribution. In order to supplement this weakness at least partially, a similar 

decomposition method is applied to the difference in income between the second and 

ninth income deciles. The result is reported in Table 5. 

 The rise in the difference in the log of income between the second and ninth 

deciles between 1969 and 1999 (0.5477) was about 60 percent in magnitude of the 

increased income gap between the highest and lowest 10
th

 families. The relative 

importance of the effect of each income component is considerably different between 

the two results.  Changes in wages, especially of heads, were much more powerful 

cause of the widening income disparity when the top and bottom 10 percent families 

were excluded from the decomposition. Wage changes alone explain 38 percent of the 

rise in the measure of income inequality. On the other hand, the influence of labor 

supply changes was much smaller for the income inequality between the families in the 

second and ninth deciles. This pattern is generally true for each of the three decades, but 
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more clearly observed for the 1980s during which wage changes accounted for 85 

percent of the rise in the measure of income inequality.  

 

6. Sensitivity of the Result to the Choice of Population 

 Although the population chosen above, namely families headed by working age 

persons, is widely used in the study of income distribution and poverty, there is no 

standard rule to select sample to be studied. The pattern of living arrangement and the 

family structure have dramatically changed over the three decades under investigation. 

Thus, the populations compared above between 1969 and 1999 may be different in 

various aspects, and a change in the population covered by the study may lead to a 

different conclusion. I repeat the same decomposition using several alternative samples 

covering different populations to examine whether the result obtained above is sensitive 

to the choice of population. 

 I begin with analyzing a broader population, namely, all households including 

non-family households. The proportion of non-family households increased from 19 

percent in 1969 to 31 percent in 2000 (U.S. Bureau of the Census 1996, No. 66; U.S. 

Bureau of the Census 2004, No. 56). We thus tend to look at increasingly narrow 

segment of the population over time by focusing on family households. Given that non-

family households are overrepresented in lower-income households, we may have a 

different result if this broader sample is used. 

 The first column of Table 6 presents the result. The estimated measure of the 

rise in the family income inequality (0.9576) and the relative size of each component’s 

contribution to the increase in income inequality are remarkably similar to the results 

based on the sample of families reported in Table 2.  The only notable difference is the   

relatively greater contribution of the change in the employment rate for heads (13 

percent) where all households are concerned.  

 The next issue to be addressed with regard to the choice of the sample is the age 

range of family heads. Although persons aged 18 to 64 are largely regarded as the 

working-age population, it is not fully comparable across different times for the 

following reasons. First, the college enrollment considerably increased between 1970 

and 2000, diminishing the proportion of young family heads covered by this study 
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(because the families whose heads are enrolled in school are excluded).
16

 Second, the 

typical retirement age has diminished as early retirement (defined as leaving the labor 

force permanently at age younger than 65) became increasingly common.
17

 

 To reduce the effect of the change in the typical working age, I restrict the 

sample to families headed by persons aged 25 to 55. The result of the decomposition 

based on this sample is reported in the second column of Table 6. Although the results 

based on all families and families headed by prime-age persons are not perfectly 

matched, their implications are not much different from each other. Similar to the result 

for all families, changing labor supply explains about a third of the increase in the 

measure of the family inequality; wage changes account for another 31 percent. Notable 

differences are relatively small effect of the shift in the composition of income sources 

and a large impact of changing family structure.  

 Another prominent change in the family structure over the last several decades 

is the rise of the proportion of female-headed families. In 1970, less than 11 percent of 

families were headed by women (U.S. Bureau of the Census 1996, No. 66); now, 18 

percent of families are female-headed (U.S. Bureau of the Census 2004, No. 60). 

Moreover, the growth of female-headed families was particularly pronounced among 

low-income families. In consequence, female-headed families currently account for 

more than half of the lowest 10
th

 families. 

 To eliminate the effects of changes in the working age and family structure 

introduced above, I decompose the rise in the family income inequality using the 

sample of families headed by males aged 25 to 55 (See column 3 of Table 6). The   

magnitude of the increase the measure of income inequality between 1969 and 1999 for 

this sample (0.6485) is slightly greater than half of the estimate obtained from the 

sample of families headed by prime-age persons (1.2390), and about two thirds of the 

estimate for all families headed by working age persons (0.9600). This result indicates 

that growing instability of the family is a major factor of the rising family income 

inequality. The relative contribution of each of the components of family income is also 

                                                 
16

 The school enrollment rate for persons aged 18 to 19 increased from 47.7 percent in 1970 to 

61.2 percent in 2000. The same rates for individuals aged 22 to 24 increased from 14.9 percent 

to 24.6 percent during the three decades (U.S. Bureau of the Census 2004, No. 206). 
17

 The labor force participation rate of men aged 55 to 64 declined from 73 percent in 1980 to 67 

percent in 2000 (U.S. Bureau of the Census 2004, No. 570). 
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quite different. In particular, wage changes were the most powerful factor of the 

increase in the income inequality among the families headed by prime-age males. 

However, similar to the results for the full sample, labor supply changes explain 31 

percent of the rise in the measure of income inequality.   

 

7. Conclusions 

This study has estimated what fraction of the rise in family income inequality in 

the United States between 1968 and 2000 is accounted for by change in each of the 

family income components such as wages, employment, and hours worked of family 

heads and spouses, family structure, and other incomes. The increased disparity in other 

incomes (Q) accounts for 29 percent of the rise in the difference in income between the 

top 10
th

 and bottom 10
th

 families. Changes in employment and hours worked explain 28 

percent of the rise in the family income inequality between 1969 and 1999. More 

specifically, changes in the hours worked and the employment rate of heads explain, 

respectively, 13 percent and 9 percent of the increase in the income disparity, and 

change in the employment rate of spouses accounts for another 7 percent. Structural 

changes in wages, largely regarded as the major culprit of the increase in income 

inequality, explain less than a quarter of the rise in the measure of family income 

inequality. Changing fraction of families with both husband and wife accounts for 11 

percent of the widening of the income gap between the top and bottom income deciles. 

Changes in the composition of the income sources explain the remaining 16 percent of 

the rise in the measure of inequality.  

The relative contribution of each of the components of family income 

considerably differed by decade. In particular, the relative importance of the effect of 

changing labor supply, especially that of the employment rate for heads, declined over 

time. On the other hand, a much greater percentage of the rise in family income 

inequality during the 1990s is explained by changing wages compared to the previous 

two decades.  

The sharp rise of the family income inequality was largely due to the collapse 

of low-income families. About 70 percent of the increase in the income difference 

between the top and bottom 10
th

 families were produced by deterioration of the position 

of the poorest 10
th

 relative to the average household. For the upper half of the income 
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distribution, wage changes were the dominant causes of the increase in the measure of 

family income inequality. For the lower half of the income distribution, in sharp contrast, 

changes in labor supply and other incomes were the principal causes of the growing 

distance between the poor and middle-income families.  

If the families in the second and ninth income deciles are compared, changes in 

wages, especially of heads, were much more powerful cause of the widening income 

disparity. The results of decompositions based on alternative samples (all households 

including families and single householders, families headed by prime-age persons, and 

families headed by prime-age males), though considerably different from one another, 

provide generally similar implications. It is especially notable that changing labor 

supply explains about a third of the rise in the measure of family income inequality 

between 1969 and 1999 (28 percent to 36 percent), no matter which sample is chosen. 

The most striking result of this study is that wage changes of heads and spouses 

explain only a modest fraction of the widening of the income gap between the top and 

bottom 10
th

 families.  Prior to the 1990s, in particular, less than 10 percent of the rise in 

the measure of family income inequality resulted from wage changes. On the other hand, 

changing employment and hours exerted stronger impacts on the increase in family 

income inequality than previously thought. The influence of changing labor supply was 

particularly powerful prior to 1990, accounting for 63 percent and 33 percent of the rise 

in measure of family income inequality during the 1970s and 1980s, respectively. In 

particular, the relative decline in the employment rate and hours worked among poor 

householders were the single most important cause of the collapse of the families at the 

bottom of income distribution between 1969 and 1989.  

Along with changing employment and hours of work, the relative decline in 

other incomes of low-income families was an important cause of the rise in the disparity 

in family income. Since other incomes of the lowest 10
th

 families are largely composed 

of transfer incomes, relative decline of their other incomes may have been in part 

produced by changes in government income distribution policy. It may also be partly 

attributable to the rise in capital incomes of middle- and high-income families since the 

mid-1970s.
18

  

                                                 
18

 The capital income share in the U.S. personal income increased from around 13 percent in the 
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Another interesting result is that the 1990s was distinct from the previous two 

decades in terms of the magnitude and the mechanisms of rise in family income 

inequality. The rise in the measure of family income inequality during the 1990s was 

more than twice as large as those of the previous two decades combined. In contrast to 

the 1970s and 1980s during which the rise in family income inequality was largely 

produced by the relative decline of bottom 10
th

 families, about two thirds of the increase 

in family income inequality during the 1990s resulted from the faster income growth of 

the richest 10
th

 families compared to entire families. Wage changes were a much more 

important factor of the rise in family income inequality for the 1990s than for the 

previous two decades. These peculiar features of the 1990s may be explained by the 

dramatic increase in the wages of top 10 percent salary earners since the mid-1990s 

(Piketty and Saez 2001). 

The results of this study suggest that the rise in the income disparity between 

rich and poor families over the last three decades can not simply be explained by 

growing wage inequality that has been highlighted. The relative declines of employment, 

hours, and non-labor incomes of the families at the bottom were more important factors 

of rising family income inequality, especially prior to 1990. Rise in the number of 

single-parent families was another non-trivial factor. Given that changes in employment, 

hours, non-labor income, and family structure had particularly strong impacts on the 

relative decline of the families at the bottom, these factors should be considered more 

seriously than wage changes in addressing poverty issues that could be more crucial for 

the wellbeing of the people than inequality per se. 

 

 

 

 

 

 

 

 

                                                                                                                                               
early 1970s to 20 percent in 1990 (Piketty and Saez 2001). 
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Table 1 

Definition of Variables Used 

 

Variable Definition of Variable 

N  Average monthly money income of households in a given income decile 

hH  Mean monthly hours worked by employed head of household 

sH  Mean monthly hours worked by employed spouse 

hW  Mean hourly wage rate of employed head of household 

sW  Mean hourly wage rate of employed spouse 

hP  Employment rate for heads of households 

sP  Employment rate for spouses 

δ  The fraction of households in which both husband and wife are present 

Q  The mean annual income from other sources 

*
 The difference in the log of an income variable between two the top and the 

bottom income deciles; e.g., )ln()ln(* BOTTOM

h

TOP

hh
HHH −=  

hΦ  The weight of the income earned by the head of household 

sΦ  The weight of the income earned by spouse 

QΦ  The weight of the income from other sources 
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Table 2 

A Decomposition of the Change in Family Income Inequality, 1969-2000: Difference in Income between the Top and Bottom Deciles 

 
1969-1979 1979-1989 1989-1999 1969-1999  

Variable Estimate Share Estimate Share Estimate Share Estimate Share 

(1) 
*

N∆  0.2156 1.0000 0.2089 1.0000 0.5355 1.0000 0.9600 1.0000 

(2) 
*

hh H∆Φ  0.0487 0.2035 0.0347 0.1659 0.0395 0.0738 0.1233 

 

0.1282 

(3) 
*

hh W∆Φ  0.0277 0.1284 -0.0243 -0.1162 0.1010 0.1885 0.1107 0.1153 

(4) 
*

hh P∆Φ  0.0711 0.3300 0.0305 0.1822 -0.0187 -0.0350 0.0846 0.0881 

(5) )( **

hhh WH +∆Φ  -0.2043 -0.8135 -0.0504 -0.2013 0.0179 0.0280 -0.2416 -0.2160 

(6) 
*

ss H∆Φ  0.0007 0.0032 -0.0043 -0.0204 -0.0061 -0.0114 -0.0085 -0.0089 

(7) 
*

ss W∆Φ  -0.0064 -0.0297 0.0322 0.1542 0.1065 0.1989 0.1115 0.1161 

(8) 
*

ss P∆Φ  0.0193 0.0897 0.0008 0.0038 0.0459 0.0857 0.0654 0.0682 

(9) 
*

δ∆Φ s  0.0229 0.1062 -0.0015 -0.0072 0.0910 0.1700 0.1046 0.1090 

(10) )( ****
δ+++∆Φ ssss PWH  0.0655 0.3067 0.1758 0.8418 0.1633 0.3049 0.4326 0.4506 

(11) 
*

Qq ∆Φ  0.1025 0.4753 0.0741 0.3550 0.1159 0.2165 0.2740 0.2854 

(12) 
*

Qq∆Φ  0.0771 0.3578 -0.0663 -0.3172 -0.0962 -0.1797 -0.0670 -0.0698 

(13)  ε -0.0044 -0.0203 -0.0001 -0.0004 -0.0024 -0.0456 -0.0295 -0.0307 

Labor Supply: (2)+(4)+(6)+(8) 

Wage: (3)+(7) 

Composition: (5)+(10)+(12) 

0.1304 

0.0213 

-0.0618 

0.6265 

0.0988 

-0.2865 

0.0693 

0.0079 

0.0591 

0.3315 

0.0380 

-0.2831 

0.0606 

0.2074 

0.0850 

0.1131 

0.3874 

0.1587 

0.2648 

0.2221 

0.1239 

0.2758 

0.2314 

0.1291 

Sources: Computed based on CPS data for 1968, 1969, 1970, 1978, 1979, 1980, 1988, 1989, 1990, 1998, 1999, and 2000. 

Notes: See text for the methods of computation. “Share” provides the percentage of the increase in the measure of family income inequality explained by the 

variable. 
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Table 3 

A Decomposition of the Change in Family Income Inequality: 

 Difference between the Income of the Top Decile and the Average Income 

 
1969-1979 1979-1989 1989-1999 1969-1999  

Variable Estimate Share Estimate Share Estimate Share Estimate Share 

(1) 
*

N∆  -0.0149 1.0000 0.0710 1.0000 0.1985 1.0000 0.2546 1.0000 

(2) 
*

hh H∆Φ  0.0066 -0.4486 0.0035 0.0487 -0.0008 -0.0039 0.0087 0.0341 

(3) 
*

hh W∆Φ  -0.0439 2.9495 0.0442 0.6227 0.1140 0.5740 0.1304 0.5121 

(4) 
*

hh P∆Φ  0.0200 -1.3443 0.0036 0.0504 -0.0009 -0.0047 0.0209 0.0819 

(5) )( **

hhh WH +∆Φ  -0.0562 3.4423 -0.0430 -0.5420 -0.0655 -0.2996 -0.1784 -0.6469 

(6) 
*

ss H∆Φ  -0.0090 0.6025 -0.0054 -0.0766 -0.0049 -0.0249 -0.0242 -0.0950 

(7) 
*

ss W∆Φ  0.0021 -0.1428 0.0234 0.3302 0.0505 0.2546 0.0716 0.2811 

(8) 
*

ss P∆Φ  -0.0018 0.1241 0.0042 0.0594 0.0020 0.0100 0.0036 0.0142 

(9) 
*

δ∆Φ s  0.0058 -0.3900 -0.0040 -0.0570 0.0394 0.1987 0.0366 0.1437 

(10) )( ****
δ+++∆Φ ssss PWH  0.0273 -1.8356 0.0552 0.7770 0.0966 0.4867 0.1939 0.7614 

(11) 
*

Qq ∆Φ  0.0002 -0.0105 0.0060 0.0852 -0.0030 -0.0151 0.0024 0.0094 

(12) 
*

Qq∆Φ  0.0340 -2.2826 -0.0167 -0.2346 -0.0289 -0.1456 -0.0108 -0.0423 

(13)  ε -0.0000 0.0017 0.0000 0.0006 0.0001 0.0001 0.0000 0.0002 

Labor Supply: (2)+(4)+(6)+(8) 

Wage: (3)+(7) 

Composition: (5)+(10)+(12) 

0.0158 

-0.0418 

0.0051 

-1.0625 

2.8067 

-0.3455 

0.0058 

0.0677 

-0.0045 

0.0820 

0.9529 

-0.0637 

-0.0046 

0.1645 

0.0022 

-0.0234 

0.8286 

0.0110 

0.0089 

0.2019 

0.0047 

0.0351 

0.7931 

0.0185 

Sources: Computed based on CPS data for 1968, 1969, 1970, 1978, 1979, 1980, 1988, 1989, 1990, 1998, 1999, and 2000. 

Notes: See text for the methods of computation. “Share” provides the percentage of the increase in the measure of family income inequality explained by the 

variable. 
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Table 4 

A Decomposition of the Change in Family Income Inequality: 

 Difference between the Average Income and the Income of the Bottom Decile 

 
1969-1979 1979-1989 1989-1999 1969-1999  

Variable Estimate Share Estimate Share Estimate Share Estimate Share 

(1) 
*

N∆  0.2304 1.0000 0.1379 1.0000 0.3370 1.0000 0.7053 1.0000 

(2) 
*

hh H∆Φ  0.0393 0.1704 0.0324 0.2352 0.0407 0.1206 0.1172 0.1661 

(3) 
*

hh W∆Φ  0.0642 0.2788 -0.0614 -0.4452 -0.0005 -0.0015 -0.0029 -0.0041 

(4) 
*

hh P∆Φ  0.0561 0.2433 0.0358 0.2596 -0.0181 -0.0537 0.0672 0.0953 

(5) )( **

hhh WH +∆Φ  -0.1422 -0.5168 -0.0481 -0.2826 0.0073 0.0174 -0.1775 -0.2088 

(6) 
*

ss H∆Φ  0.0077 0.0333 -0.0003 -0.0021 -0.0027 -0.0080 0.0077 0.0110 

(7) 
*

ss W∆Φ  -0.0083 -0.0361 0.0155 0.1126 0.0705 0.2093 0.0612 0.0867 

(8) 
*

ss P∆Φ  0.0216 0.0938 -0.0024 -0.0174 0.0437 0.1298 0.0614 0.0870 

(9) 
*

δ∆Φ s  0.0194 0.0842 0.0015 0.0111 0.0628 0.1864 0.0777 0.1102 

(10) )( ****
δ+++∆Φ ssss PWH  0.0525 0.2277 0.1324 0.9606 0.0701 0.2080 0.2761 0.3915 

(11) 
*

Qq ∆Φ  0.0979 0.4249 0.0606 0.4392 0.1206 0.3578 0.2671 0.3786 

(12) 
*

Qq∆Φ  0.0264 0.1147 -0.0254 -0.1846 -0.0285 -0.0847 -0.0133 -0.0188 

(13)  ε -0.0041 -0.0177 -0.0028 -0.0205 -0.0288 -0.0855 -0.0366 -0.0518 

Labor Supply: (2)+(4)+(6)+(8) 

Wage: (3)+(7) 

Composition: (5)+(10)+(12) 

0.1246 

0.0559 

-0.0633 

0.5407 

0.2427 

-0.2746 

0.0655 

-0.0459 

0.0589 

0.4753 

-0.3326 

0.4275 

0.0636 

-0.0700 

0.0488 

0.1887 

0.2078 

0.1448 

0.2535 

0.0583 

0.0853 

0.3595 

0.0826 

0.1209 

Sources: Computed based on CPS data for 1968, 1969, 1970, 1978, 1979, 1980, 1988, 1989, 1990, 1998, 1999, and 2000. 

Notes: See text for the methods of computation. “Share” provides the percentage of the increase in the measure of family income inequality explained by the 

variable. 
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Table 5 

A Decomposition of the Change in Family Income Inequality: 

 Difference in Income between the Second and Ninth Income Deciles 

 
1969-1979 1979-1989 1989-1999 1969-1999  

Variable Estimate Share Estimate Share Estimate Share Estimate Share 

(1) 
*

N∆  0.1768 1.0000 0.1318 1.0000 0.2393 1.0000 0.5477 1.0000 

(2) 
*

hh H∆Φ  0.0260 0.1473 0.0009 0.0070 0.0097 0.0407 0.0362 0.0661 

(3) 
*

hh W∆Φ  0.0601 0.3400 0.0732 0.5557 0.0042 0.0175 0.1366 0.2495 

(4) 
*

hh P∆Φ  0.0387 0.2190 -0.0050 -0.0378 0.0107 0.0445 0.0431 0.0787 

(5) )( **

hhh WH +∆Φ  -0.0708 -0.3519 -0.0733 -0.4863 -0.0322 -0.1180 -0.1737 -0.2796 

(6) 
*

ss H∆Φ  -0.0115 -0.0649 -0.0138 -0.1050 -0.0266 -0.1110 -0.0513 -0.0936 

(7) 
*

ss W∆Φ  0.0046 0.0262 0.0391 0.2969 0.0302 0.1262 0.0711 0.1299 

(8) 
*

ss P∆Φ  0.0130 0.0738 -0.0122 -0.0928 0.0246 0.1030 0.0350 0.0456 

(9) 
*

δ∆Φ s  0.0131 0.0741 -0.0145 -0.1099 0.1037 0.4333 0.0874 0.1596 

(10) )( ****
δ+++∆Φ ssss PWH  0.0428 0.2421 0.1215 0.9218 0.0748 0.3125 0.2566 0.4684 

(11) 
*

Qq ∆Φ  0.0378 0.2139 0.0258 0.1957 0.0630 0.2638 0.1196 0.2184 

(12) 
*

Qq∆Φ  0.0222 0.1256 -0.0111 -0.0840 -0.0137 -0.0572 0.0044 0.0080 

(13)  ε 0.0006 0.0035 0.0012 0.0088 -0.0092 -0.0383 -0.0074 -0.0135 

Labor Supply: (2)+(4)+(6)+(8) 

Wage: (3)+(7) 

Composition: (5)+(10)+(12) 

0.0663 

0.0647 

-0.0058 

0.3751 

0.3662 

-0.0328 

-0.0301 

0.1123 

0.0371 

-0.2285 

0.8526 

0.2814 

-0.0058 

0.0371 

0.0289 

0.0772 

0.1437 

0.1208 

0.0530 

0.2078 

0.0873 

0.0968 

0.3793 

0.1593 

Sources: Computed based on CPS data for 1968, 1969, 1970, 1978, 1979, 1980, 1988, 1989, 1990, 1998, 1999, and 2000. 

Notes: See text for the methods of computation. “Share” provides the percentage of the increase in the measure of family income inequality explained by the 

variable. 
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Table 6 

A Decomposition of the Change in the Gap between the Top and Bottom Income Deciles, 1969-1999:  

Results based on Alternative Samples 

 
(1) 

Families and single householders 

(2) 

Families headed by persons  

ages 25 to 55 

(3) 

Families headed by males  

ages 25 to 55 

 

Variable 

Estimate Share Estimate Share Estimate Share 

(1) 
*

N∆  0.9576 1.0000 1.2390 1.0000 0.6485 1.0000 

(2) 
*

hh H∆Φ  0.1170 0.1222 0.1862 0.1503 0.0645 0.0994 

(4) 
*

hh P∆Φ  0.1435 0.1498 0.2404 0.1940 0.2173 0.3350 

(4) 
*

hh W∆Φ  0.1276 0.1332 0.2001 0.1615 0.0849 0.1310 

(5) )( **

hhh WH +∆Φ  -0.2977 -0.2620 -0.3416 -0.2453 -0.0628 -0.0890 

(6) 
*

ss H∆Φ  -0.0061 -0.0064 -0.0055 -0.0044 -0.0044 -0.0068 

(7) 
*

ss W∆Φ  0.1252 0.1307 0.1468 0.1185 0.0483 0.0744 

(8) 
*

ss P∆Φ  0.0638 0.0666 0.0643 0.0519 0.0581 0.0896 

(9) 
*

δ∆Φ s  0.1065 0.1112 0.1970 0.1590 0.0393 0.0606 

(10) )( ****
δ+++∆Φ ssss PWH  0.4491 0.4689 0.3732 0.3012 0.1730 0.2668 

(11) 
*

Qq ∆Φ  0.2536 0.2645 0.1654 0.1335 0.1076 0.1659 

(12) 
*

Qq∆Φ  -0.0068 -0.0071 0.0316 0.0255 -0.0767 -0.1183 

(13)  ε -0.1176 -0.1228 -0.0188 -0.0151 -0.0004 -0.0007 

Labor Supply: (2)+(4)+(6)+(8) 

Wage: (3)+(7) 

Composition: (5)+(10)+(12) 

0.3022 

0.2686 

0.1446 

0.3156 

0.2805 

0.1510 

0.4451 

0.3870 

0.0631 

0.3593 

0.3125 

0.0509 

0.2031 

0.2655 

0.0335 

0.3132 

0.4094 

0.0516 

Sources: Computed based on CPS data for 1968, 1969, 1970, 1998, 1999, and 2000. 

Notes: See text for the methods of computation. “Share” provides the percentage of the increase in the measure of family income inequality explained by the 

variable. 
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Appendix Table. 

Components of the Average Family Income for Each Decile 

 

Year All Bottom 9th 8th 7th 6th 5th 4th 3rd 2nd Top 

1. Total Family Income           

1968-1970 30181 6275 13502 18078 21813 25252 28763 32818 37966 45536 71778 

1978-1980 32635 5372 12855 18087 22871 27263 31691 36615 42624 51736 76230 

1988-1990 34552 4966 12237 17900 22979 27775 32756 38422 45457 56185 86837 

1998-2000 36760  3775  10260  15638  20878  26390  32225  38748  47056  59841  112770  

            

2. Annual Earnings for Employed Family Heads          

1968-1970 23034 4106 10139 14236 17583 20051 22377 24495 27328 31375 50427 

1978-1980 23376 3448 9454 13240 16559 20006 22800 25794 28821 33504 48389 

1988-1990 22889 3567 8283 12146 15500 18219 21193 24369 28155 33320 51251 

1998-2000 22457  3235  7740  10890  13435  15972  18925  21811  25611  31932  61787  

            

3. Employment Rate for Family Heads          

1968-1970 0.929  0.697  0.859  0.918  0.946  0.959  0.968  0.972  0.976  0.983  0.984  

1978-1980 0.986  0.598  0.800  0.871  0.922  0.932  0.952  0.960  0.976  0.973  0.978  

1988-1990 0.888  0.552  0.806  0.871  0.908  0.932  0.945  0.956  0.962  0.972  0.975  

1998-2000 0.853  0.550  0.767  0.822  0.862  0.882  0.911  0.929  0.932  0.943  0.935  

            

4. Annual Hours Worked for Employed Family Heads        

1968-1970 2187 1685 2001 2119 2159 2229 2241 2245 2287 2315 2418 

1978-1980 2117 1518 1875 2013 2094 2142 2178 2217 2230 2260 2364 

1988-1990 2121 1426 1877 2022 2109 2149 2179 2212 2238 2266 2382 

1998-2000 2033  1259  1801  1940  2000  2061  2100  2137  2171  2213  2280  

            

5. Annual Earnings for Employed Spouses         

1968-1970 8319 1831 3393 4303 5182 5934 7198 8576 10101 12261 15653 

1978-1980 9956 2204 4050 5213 6493 7526 8800 10127 11812 13938 17871 
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1988-1990 12624 2523 4582 6120 7794 9316 10787 12763 14814 18121 24844 

1998-2000 19394  2690  5999  7921  9926  11921  14026  16676  19691  24107  45038  

            

6. Employment Rate for Spouses          

1968-1970 0.542  0.413  0.451  0.463  0.464  0.517  0.555  0.601  0.632  0.659  0.589  

1978-1980 0.644  0.405  0.474  0.563  0.626  0.636  0.670  0.700  0.740  0.760  0.691  

1988-1990 0.737  0.417  0.563  0.665  0.713  0.748  0.774  0.800  0.835  0.844  0.808  

1998-2000 0.796  0.402  0.539  0.655  0.748  0.806  0.838  0.869  0.876  0.900  0.879  

            

7. Annual Hours Worked for Employed Spouses         

1968-1970 1441 1095 1099 1167 1221 1279 1409 1500 1597 1672 1729 

1978-1980 1454 1054 1091 1186 1325 1369 1454 1508 1599 1666 1675 

1988-1990 1644 1194 1291 1410 1545 1606 1659 1718 1760 1827 1842 

1998-2000 1900  1400  1600  1691  1766  1831  1886  1936  1974  2016  2091  

            

8. Proportion of Husband-Wife Families         

1968-1970 0.884  0.588  0.783  0.861  0.910  0.930  0.938  0.947  0.952  0.958  0.967  

1978-1980 0.852  0.477  0.714  0.803  0.873  0.903  0.925  0.944  0.954  0.959  0.970  

1988-1990 0.868  0.481  0.774  0.851  0.890  0.920  0.931  0.946  0.954  0.960  0.968  

1998-2000 0.739  0.292  0.479  0.610  0.707  0.792  0.838  0.877  0.910  0.935  0.951  

            

9. Family Size           

1968-1970 3.854  3.555  3.729  3.764  3.782  3.847  3.882  3.911  3.967  4.000  4.102  

1978-1980 3.534  3.388  3.418  3.419  3.469  3.495  3.518  3.544  3.589  3.671  3.823  

1988-1990 3.435  3.360  3.420  3.414  3.406  3.415  3.446  3.445  3.448  3.467  3.523  

1998-2000 3.275  2.973  3.135  3.191  3.278  3.320  3.315  3.343  3.366  3.415  3.418  
Sources: Computed based on CPS data for 1968, 1969, 1970, 1978, 1979, 1980, 1988, 1989, 1990, 1998, 1999, and 2000.  
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Figure 1Figure 1Figure 1Figure 1
Average Total Family Income (1982-84 dollars)
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Average Hourly Wage for Employed Heads
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Proportion of Employed Heads
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Figure 4Figure 4Figure 4Figure 4
Annual Hours Worked for Employed Heads
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Average Hourly Wage for Employed Spouses
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Proportion of Employed Spouses

0.0

0.2

0.4

0.6

0.8

1.0

Bottom 8th 6th 4th 2nd

1968-1970

1978-1980

1988-1990

1998-2000

 
 



 34 

Figure 7Figure 7Figure 7Figure 7
Annual Hours Worked for Employed Spouses
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