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I.  INTRODUCTION 

 Like many countries, Malaysia has experienced considerable demographic and 

socioeconomic change over the last several decades.  Fertility rates have fallen (from 6.7 

children per woman in 1957 [Lim et al., 1987] to 3.0 in 2000 [World Bank, 2002]), and 

the country has experienced rapid economic growth (real per capita GDP increased by 

4.1% per year between 1969 and 1989 [derived from data in World Bank, 1991]).  Over 

this same period, women’s earnings and employment in full-time jobs have been 

increasing in Malaysia.  The ratio of women’s to men’s labor force participation grew 

from 0.36 in 1950 to 0.55 in 1988 (Blau and Ferber, 1992).   

Many studies in the U.S. and other developed countries have assessed the impact 

of wives’ earnings on household income distribution, and whether the increased role of 

women in the labor force helps explain changes over time in income inequality.  

Conceptually the effect of increased earnings of married women on the distribution of 

household earnings is uncertain.  On the one hand, married women’s earnings would 

reduce overall inequality if women’s earnings are concentrated among households that 

otherwise would have received low earnings.  On the other hand, wives’ earnings would 

increase inequality if they are concentrated among families that would have been well off 

even without the wife’s earnings.  Research on this issue for developed countries 

provides mixed evidence.   

Much less is known about this issue in developing countries.  Yet it is especially 

important for developing countries because these countries tend to have even greater 

income inequality than developed countries.  One of the goals of the Malaysian 

government has been the reduction of income inequality (Mohamad, 1991).  Although 
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the government has succeeded in lowering overall income inequality (Mohamad, 1991), 

Malaysia’s income inequality remains high compared to western standards.1  

In this study, we use data from the First and Second Malaysian Family Life 

Surveys to analyze the effects of wives’ earnings on household earnings’ inequality in 

Malaysia at two points in time – 1976 and 1988 – and whether the change in the 

distribution of wives’ earnings between these two years contributed to the change in 

earnings inequality over the same period.  In particular we seek to answer three 

questions:  

(1) Do wives’ earnings lessen the inequality in the distribution of total household 
earnings at a point in time?  

(2) Did changes over time in the distribution of wives’ earnings contribute to the 
change over time in the inequality of the distribution of total household 
earnings?  

(3) How did changes in other sources of total household earnings contribute to the 
change over time in the inequality of the distribution of total household 
earnings? 

We find that wives’ earnings did help equalize the distribution of household earnings in 

Malaysia, both at the two points in time and over time.  To investigate the factors 

underlying these results, we look at the sources of household earnings, especially the 

variability and relative magnitude of different earnings sources and the correlations 

among those sources.  Previous studies have identified the correlation of spouses’ 

earnings as an important factor in determining whether or not wives’ earnings are 

equalizing.  They suggest that the relative dispersion of wives’ earnings is important as 

well.  In this study we investigate whether these same conclusions apply to Malaysia.    

In Section II we briefly review the findings of other studies that have looked at 

the effects of wives’ earnings on the inequality of household earnings.  Sections III and 
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IV overview the data from the First and Second Malaysian Family Life Surveys that we 

use and the measures of earnings inequality that we consider.  Section V presents the 

results.  Concluding remarks are found in Section VI. 

 
II.  PREVIOUS STUDIES 

  There have been a number of studies of whether married women’s earnings have 

had an equalizing effect on the distribution of household earnings or income in the U.S. 

and some for other developed countries; however, we know of only two studies of this 

question for developing countries.  The studies that have been done differ from one 

another in several important ways, including setting; the years, samples (particularly 

whether they restrict attention to married couples or consider all households), definition 

of income, and index of inequality considered; and whether they assessed the effect of 

wives’ earnings at a point in time or the effect of changes in the distribution of wives’ 

earnings on the change in income inequality over time.  Table 1 summarizes some of the 

studies, their approaches, and their conclusions about whether wives’ earnings led to 

more or less inequality in the distribution of household income. 

Table 1 

Previous Studies of the Effect of Wife’s Employment on Household Income Inequality 
 

 
Study 

 
Country 

 
Data/Sample 

Measure of 
inequality; 

Counterfactual 
used  

Effect of wives’ 
earnings on HH income 

inequality 

United States     
Mincer (1974) U.S. 1960 Census; married couple 

households (MC HHs) 
Log variance; 
CF1** 

Equalized at point in 
time (PIT) 

Smith (1979) U.S. 1960 & 1970 Census; MC HHs Log var.; CF1 Whites: equalized PIT 
Blacks: slightly 
equalized PIT 

Danzinger 
(1980) 

U.S.  1968 & 1975 CPS; MC HHs Gini; CF1  Equalized PIT 
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Horvath (1980) U.S. 1978 CPS; MC HHs Log var.; CF1  Equalized PIT 

Lehrer & 
Nerlove (1984) 

U.S. 1973 National Survey of Household 
Growth; MC HHs 

Coefficient of 
variation (CV); 
CF1 

Whites: Equalized PIT 
Blacks: disequalized PIT 
if no children, equalized 
if children 

Shaw (1989) U.S.  PSID; MC HHs CV; CF1 Equalized PIT 

Cancian et al. 
(1994) 

U.S. 1968, 1973, 1978, 1983, & 1988 CPS; 
MC HHs 

CV; CF1 Equalized PIT 

Karoly & 
Burtless (1995) 

U.S. 1969, 1979, & 1989 CPS; all HHs Gini  Disequalized over time 
(OT) 

Cancian & Reed 
(1998)  

U.S. 1979 & 1989 CPS; MC HHs CV; CF1, CF2, 
CF3, CF4 

Equalized PIT, OT 

Cancian & Reed 
(1999)  

U.S.  1968-1995 CPS; all HHs CV; CF1, CF2, 
CF3, CF4 

Equalized PIT, OT, but 
equalizing effect weaker 
in later year 

Reed & Cancian 
(2001) 

U.S. 1969-1999 CPS; all HHs Various 
measures 
(including CV, 
Gini, and log 
var.); CF4 

Equalized OT 

Multi-country Studies:    
Blackburn & 
Bloom (1995) 

U.S., Canada, 
& Australia 

1980, 1988, CPS (U.S.), Survey of 
Consumer Finances 1980, 1988 
(Canada), Income & Housing Survey 
(Australia) (1981/82 & 1985/86); MC 
HHs 

CV; CF1**, 
CF4 

Equalized PIT, OT 

Cancian & 
Schoeni (1999) 

10 developed 
countries* 

Luxembourg Income Study, 1980s; MC 
HHs 

CV; CF1 Equalized PIT 

Other Developed Countries    
Harkness et al. 
(1996) 

UK General Household Survey, 1979-81; all 
HHs 

Log var.; CF1  Equalized PIT 

Gronau (1982) Israel Family Expenditure Survey 1975/76 
Part II; MC HHs 

CV; CF1 Equalized PIT 

Developing Countries 
Pong (1991) Hong Kong 1976, 1981 Censuses; MC HHs Log var.; CF1 Equalized PIT 

Barros & 
Mendonca 
(1992) 

Brazil 1985 Annual Household Survey; all 
HHs 

CV & Gini 
coefficient; 
CF1** 

Negligible impact PIT 

*The 10 countries are Australia, Canada, France, West Germany, Israel, Norway, Sweden, Switzerland, UK & U.S., of 
which they used time series data for Australia, France, Sweden, and the United States.  
** Authors do not report that they used CF1, but it is implied from their analyses and results reported. 

 

Nearly all studies of the United States find that wives’ earnings equalized the 

distribution of household earnings at a point in time.  Most studies of the U.S. that look at 

changes over time also find an equalizing effect of wives’ earnings.  However, Karoly 
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be conveniently decomposed (Allison, 1978).6  The Gini index is relatively sensitive to 

inequality occurring in the middle of the income distribution, whereas the CV is less 

sensitive to variation at the low end of the distribution and more sensitive to variation at 

the high end (Champernowne, 1974). 

 
V.  EMPIRICAL RESULTS 

Points in Time 

 Figure 1 shows values of CVH in 1976 and 1988 for alternative values of Sw.  At 

the actual values of Sw, CVH was 1.63 in 1976 and 1.15 in 1988.7  These values for 

Malaysia are considerably higher than those estimated for the U.S.  For example, Cancian 

and Schoeni (1998), using annual wage and salary income (gross of taxes), estimated the 

U.S. CVH to be about 0.60 in 1979 and 0.69 in 1986.   

Figure 1—Household Earnings Inequality at Different Shares of
Wives’ Earnings: 1976 and 1988
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In both 1976 and 1988, CF1, the value of CVH in the absence of wives’ earnings 

(i.e., when Sw = 0), is greater than the actual value of CVH.  This means that wives’ 

earnings reduced inequality.  The finding that wives’ earnings are equalizing is consistent 

with research on other countries (see Table 1).  In 1976, CVH in Malaysia would have 

been 1.74 had no wives had earnings, compared to the observed value of 1.63.  Thus, 

including wives’ earnings reduces CVH in 1976 by 6.3 percent.8  In 1988, without wives’ 

earnings CVH would have been 1.26, compared to the actual value of 1.15.  Wives’ 

earnings reduce CVH by a greater amount in relative terms in 1988 (8.7 percent) than in 

1976.  This is similar to Cancian and Reed (1999)’s finding for the U.S., that the 

equalizing effect of wives’ earnings has increased over time -- in their case from a 

disequalizing effect before 1974 to an equalizing effect of around 7 percent in 1993-94.  

It is interesting that we find an even greater equalizing effect of wives earnings for 

Malaysia in 1988 than Cancian and Reed find for the U.S. in the early 1990s.9   

For both 1976 and 1988 the curves shown in Figure 1 are downward sloping in 

the neighborhood of the actual values of Sw.  That is, had wives’ earnings been 

marginally lower, CVH would have been greater; or alternatively stated, a marginal 

increase in wives earnings would result in a reduction in inequality.10  Unlike Lerman 

and Yitzhaki (1985) and Cancian and Reed (1998, 1999), we find that a marginal 

increase in wives’ earnings contributes to falling household earnings inequality.  In our 

case, both CF1 and CF2 imply that wives’ earnings have led to less inequality in the 

distribution of total household earnings.11  

In Table 2 we examine the components of CVH for each source, in order to 

understand the reasons for the equalizing impact of wives’ earnings on household 
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earnings inequality.  In both 1976 and 1988, wives’ earnings are more widely dispersed 

than husbands’, as indicated by their respective CVs in both years.  Despite this and 

despite the fact that the correlation between husbands’ and wives’ earnings is positive 

(and significantly greater than zero) in both years, CVH is larger when wives’ earnings 

are set to zero.  The reason for this is that the first term in Eq. (1), Sh
2CVh

2, is by far the 

largest of the six; Sh
2 becomes larger when Sw is set to zero, so CVh

2 receives even more 

weight.  By contrast, the other terms in Eq. (1) are quite small because of the small values 

of Sw  and Sa.12  

Table 2 
 

Decomposition of CVH, 1976 and 1988 
 

 1976 1988 
 Total Husband Wife Other Total Husband Wife Other 

Mean of Earnings 4,750 3,531 592 626 8,773 6,295 1,371 1,107 

Standard 
Deviation of 
Earnings 

7,733 6,763 1,464 2,400 10,119 8,346 2,975 3,621 

CV of Earnings 1.63 1.92 2.47 3.83 1.15 1.33 2.17 3.27 

Earnings Share 
(Sk) 

 0.743 0.125 0.132  0.718 0.156 0.126 

Correlation ρhk  1.00 0.25** 0.02  1.00 0.13** 0.07* 

Correlation ρwk  0.25** 1.00 0.08*  0.13** 1.00 -0.002 

* Correlation significant at 5% level. 
** Correlation significant at 0.1% level. 
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Changes Over Time 

 Next we turn to our second question:  Did changes over time in the distribution of 

wives’ earnings contribute to the change over time in the inequality of the distribution of 

total household earnings?  We then examine the role of changes over time in the 

distribution of the earnings of husbands and other adults in the household.  Finally, we 

consider the aspects of these distributions (means vs. variances, hours vs. wage rates) 

whose changes contributed most to the changes in CVH.  

We see in Table 2 that CVH fell by 29 percent between 1976 and 1988, from 1.63 

in 1976 to 1.15 in 1988.13  Had the mean and variance of wives’ earnings remained at 

1976 levels while the distribution of husbands’ and other adults’ earnings changed to 

1988 levels (CF3), CVH would have been 1.38 in 1988 (Table 3).  That is, the change in 

wives’ earnings reduced CVH by 0.23; CVH would have been 48 percent higher 

(0.23/0.48) were it not for the change in the distribution of wives’ earnings.  Again, this 

implies that wives’ earnings, in this case the change over time in wives’ earnings, helped 

reduce earnings inequality. 
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Table 3 
 

Decomposition of Change in Inequality of Household Earnings Over Time  
(CF3 and CF4) 

 
 CVH 

 1976 1988 Change between 1976 
and 1988 

 
Actual household earnings 

 
1.63 

 
1.15 

 
-0.48 

 ( a 29% decrease) 
CF3:    

1988 CVH if µw and CVw  
both were at 1976 levels 

 1.38  

Change in inequality due 
to change in µw and CVw 

  -0.23 
(48% of total change) 

Change in inequality due 
to changes other than µw 
and CVw 

  -0.25 
(52% of total change) 

CF 4:    

1988 CVH  if µw, CVw, ρ
hw, ρwa, at 1976 levels 

 1.40  

Change in inequality due 
to change in µw, CVw, ρ
hw, ρwa, 

  - 0.25 
(52% of total change) 

Change in inequality due 
to changes other than µw, 
CVw, ρhw, ρwa 

  -0.23 
(48% of total change) 

 

In the last counterfactual (CF4), in addition to the mean and CV of wives’ 

earnings we also hold the correlations of wives’ earnings with husbands’ earnings and 

with the earnings by other household members (ρhw, ρwa) at 1976 levels and substitute 

those values in Equation (1).  (These values are shown in Table 2.)  This method enables 

us to identify the marginal effect of changes between 1976 and 1988 in the correlation of 
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wives’ earnings with other sources of household earnings.  The CF4, of 1.40, is slightly 

higher than CF3 (1.38).  Unlike the U.S., where the correlation between husbands’ and 

wives’ earnings increased considerably over time – from 0.14 in the late 1960s and the 

1970s to 0.24 in the late 1980s and early 1990s (Cancian and Reed, 1999) – in Malaysia 

the correlation between husbands’ and wives’ earnings decreased by about the same 

amount (from 0.25 to 0.13) and this increased somewhat the equalizing effect of wives’ 

earnings. 

We now ask our third question:  How did changes in other sources of total 

household earnings contribute to the change over time in the inequality of the distribution 

of total household earnings?  Table 4 reports these results.  We use CF3 to assess what 

CVH would have been had the distribution of husbands’ earnings’ not changed, and then 

repeat this exercise for the earnings of other adults in the household.   

Table 4 
 

Roles of Changes in Wives’, Husbands’, and Others’ Distributions of Earnings in 
Contributing to the Change in the Inequality of Household Earnings between 1976 

and 1988 
 

  
1976 

 
1988 

Source’s percentage 
contribution to 
decline in CVH 

Actual Household Earnings 1.63 1.15  

CF3 for Wives’ Earnings    

1988 CVH if µw and CVw both 
were at 1976 levels 

 1.38  

Change in inequality due to 
change in wives’ earnings 

 0.23 48% 

CF3 for Husbands’ Earnings     

1988 CVH if µh and CVh both 
were at 1976 levels 

 1.48  
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Change in inequality due to 
change in husbands’ earnings 

 0.33 69% 

CF3 for Adults’ Earnings    

1988 CVH if µa and CVa both 
were at 1976 levels 

 1.18  

Change in inequality due to 
change in adults’ earnings 

 0.03 7% 

 

Had the mean and variance of husbands’ earnings remained at 1976 levels while 

the distributions of wives’ and other adults’ earnings changed to their 1988 levels, CVH 

would have been 1.48 in 1988.  That is, the change in husbands’ earnings reduced the 

CVH by 0.33; CVH would have been 69 percent higher (0.33/0.48) were it not for the 

change in husbands’ earnings.  Thus we see that the change over time in the distribution 

of husbands’ earnings helped reduce the inequality of household earnings even more than 

the change over time in the distribution of wives’ earnings did.  The reasons for this are 

discussed in the next subsection.  Our findings for Malaysia differ from those in studies 

of the U.S.  Whereas we find that changes in both husbands’ and wives’ earnings 

contributed to a decrease in the inequality of household earnings in Malaysia between 

1976 and 1988, and that the effect of the change in husbands’ earnings was greater than 

that of wives’, Reed and Cancian (2001) find that between 1969 and 1999, changes in 

male earnings increased inequality in the U.S. by more than 60 percent while changes in 

female earnings reduced family income inequality.  

The change over time in the distribution of the earnings of other adults in the 

household had relatively little effect on the change in the inequality of household 

earnings.14  
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Which Aspects of the Distribution of Household Earnings Contributed Most of the 
Changes Over Time in CVH? 
 

We can see in Table 2 which components of CVH changed most between 1976 

and 1988.  These changes are shown in percentage terms for husbands and wives in Table 

5.15  Both CVh and CVw decreased between 1976 and 1988, but CVh decreased more (by 

31 percent, compared to a decrease of 12 percent for wives).  Both of these changes 

contributed to the decrease in CVH between 1976 and 1988.  Both CVh and CVw 

decreased because the standard deviation of the distribution of earnings from that source 

did not increase by as much in percentage terms as the mean of the distribution did.  Both 

the mean (µ) and standard deviation (σ) of earnings increased more for wives than for 

husbands; µw and σw each at least doubled between 1976 and 1988.  CVh decreased by 

more than CVw because the increase in the mean of husbands’ earnings was greater 

relative to the increase in standard deviation than was the case for wives.  The larger 

relative increase in µw than in µh meant that the share of wives’ earnings increased 

somewhat (from 0.125 to 0.156), and hence CVw receives somewhat more weight in 

contributing to CVH.  However, the weight is still much larger for CVh, and CVh fell by 

more than CVw.  

Table 5 
 

Percentage Changes Between 1976 and 1988 in Components  
of the CV of the Earnings of Husbands and Wives 

  
Measure Husbands Wives 

CV of earnings -31 -12 

Mean of earnings +78 +132 

Standard deviation of earnings +23 +103 
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Earnings share 
 (change in percentage points) 

-2.5 +3.1 

Percentage with positive earnings 
 (change in percentage points) 

+10.0 
(+8.7) 

-9.6 
(-4.2) 

Mean hours of work (workers only) +29 +75 

Mean hourly wage (workers only) +34 +92 
 

The decreases between 1976 and 1988 in the correlations between wives’ 

earnings and those of husbands and those of other adults further contributed to the 

decrease in CVH.  (The correlation between the earnings of husbands and other adults 

increased, but, even in 1988, ρha is small [0.07].)   

Why Did Husbands’ and Wives’ Earnings Increase?  The Roles of Changes in their 
Employment Rates, Hours of Work, and Wage Rates 

In the last three rows of Table 5 we investigate whether changes in the 

employment rate, in annual hours of work for those who worked, or in the average hourly 

wage rate (annual earnings divided by annual hours worked) for those who had earnings 

contributed most to the increases in mean earnings for husbands and wives.  All three 

components increased for husbands.  The percentage of husbands who had positive 

annual earnings increased by 8.7 percentage points, or 10 percent -- from 87.3 percent in 

1976 to 96.0 percent in 1988.  Annual hours of work by those who worked increased by 

29 percent, while the real average hourly wage rate for those who worked increased even 

more – by 34 percent.   

The percentage of wives with positive annual earnings actually decreased 

between 1976 and 1988 -- from 42.9 percent to 38.8 percent -- so clearly this doesn’t 

explain the increased average earnings of wives.  However, among those who worked, 
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average hours of work increased by 75 percent, and the average wage rate nearly doubled 

(it increased by 92 percent).   

For both husbands and wives, among those who worked, the average real hourly 

wage rate increased more than average hours of work did, and, hence, for both, the 

increase in the wage rate contributed more to the increase of the average earnings than 

did the increase in hours.  The percentage increases in both hours and wage rates were 

greater for wives than for husbands, and this is the reason that annual earnings increased 

relatively more for wives than for husbands.  For wives, the increase in total hours 

worked is due completely to an increase in the hours of those who worked, since the 

percentage with positive hours actually fell somewhat.  

Figures 2 and 3 illustrate the changes in the distributions of hours of work 

between 1976 and 1988 for husbands and wives, respectively.  The percent of husbands 

with zero hours of work decreased substantially (and significantly) between 1976 and 

1988.  In addition, more men worked full time (that is, at least 35 hours per week all 

year) in 1988.  This could be one reason why the average hourly wage rate increased, 

since full-time workers typically earn a higher hourly wage than part-time workers 

(Blank, 1990).   
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Unlike the U.S., the fall in the CV of wives’ earnings in Malaysia is not 

attributable to an increase in the percentage of wives with positive hours from 1976 to 

1988.  As noted earlier and illustrated in Figure 3, the percent of women working zero 

hours actually increased somewhat between 1976 and 1988.  Although the finding of 

increased zero hours of wives may seem surprising, it is not unprecedented.  It is 

consistent with the literature of women and development, which shows that women’s 

participation in market activities is likely to first decline when the economy moves from 

agriculture to industry and then rise as the economy moves to more advanced 

industrialization (Blau, Ferber, and Winkler, 1998; Goldin, 1990, 1995).  For example, in 

the U.S., women’s labor force participation (when the definition included paid work done 

within the household) was 26 percent in 1890, but decreased thereafter with the decline 

in the family farm and in paid work done at home.  The U.S. female labor force 

participation rate did not reach its previous high again until around 1940 (Goldin, 1990).  

Data indicate that female labor force participation rates have been increasing in Malaysia 

in the past two decades.  The percentage of the Malaysian labor force that is female 

increased from 33.7 percent in 1980 to 37.9 percent in 2000 (World Bank, 2002). 

Moreover, as illustrated in Figure 3, although wives’ employment did not increase 

in Malaysia, their hours of work changed considerably.  By 1988 substantially fewer 

wives worked part time, and substantially more worked full time.  The percentage of 

wives working full time (at least 35 hours per week all year) increased significantly, 

nearly tripling, from 9 percent in 1976 to 25 percent in 1988.  This strongly contributed 

to the large increase in wives’ earnings between 1976 and 1988, and probably as well to 

the very large increase in women’s average hourly wage rates.   
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To investigate further what caused the increase in the wage rate of women, we 

look, in Table 6, at the average years of education in 1976 and 1988 for both working and 

non-working wives, since education has shown to be a strong correlate of women’s wage 

levels in many countries (see, for example, Akin and Garfinkel, 1977), including 

Malaysia (Ariffin et al., 1996).  Comparable data are shown for husbands as well.  We 

see that average years of education increased significantly between 1976 and 1988 for all 

groups, but it increased the most (by 125 percent) for working wives.  It is very likely 

that this caused the large increase in the average hourly wage for women, which in turn 

increased the average earnings of wives by relatively more than those of husbands.  In 

1976, non-working wives had a higher level of education than working wives, though the 

difference between the two groups is not statistically significant.  By contrast, in 1988 

working wives had on average more than one year of schooling more than non-working 

wives, and the difference is statistically significant.16  In both 1976 and 1988, working 

husbands had higher education than their non-working counterparts.  The difference, of 

1.1 years of education, is statistically significant in 1976, but it shrank to 0.5 years in 

1988 (when only 3.7 percent of the husbands did not work), and is no longer statistically 

significant.  In 1976, working married women had an average level of education that was 

more than two years less than that of working married men, a difference that is 

statistically significant.  By 1988, however, the average level of education of working 

married women was only 0.2 years less than that of working married men, a difference 

that is not statistically significant. 
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Table 6 

Mean Years of Education of Wives and Husbands in 1976 and 1988, 
 By Whether They Worked 

 
 

 Mean Yrs. of Education

 
1976 1988 

Percentage 
change between 
1976 and 1988* 

Working Wives 3.7 
(n=445) 

8.3 
(n=656) 

+125% 

Non-working Wives 4.0 
(n=589) 

7.0 
(n=982) 

+73% 

Working husbands 5.8 
(n=905) 

8.5 
(n=1,575) 

+48% 

Non-working 
husbands 

4.7 
(n=129) 

8.0 
(n=61) 

+70% 

* All differences over time are statistically significant at the 0.1% level. 
 

 Why Did the Correlation of Husbands’ and Wives’ Earnings Fall? 

 One of the reasons that wives’ earnings had a more equalizing effect in 1988 than 

in 1976 is that in Malaysia the correlation between husbands’ and wives’ earnings 

decreased between the two years, from 0.25 to 0.13.  This differs markedly from the 

situation in the U.S., where the correlation increased over time, and this has been found 

either to weaken the equalizing effect of wives’ income (e.g., Cancian and Reed, 1999) or 

actually to contribute to an increase in the inequality of household earnings (Karoly and 

Burtless, 1995).  In Table 7 we attempt to understand why the correlation between 

husbands’ and wives’ earnings fell in Malaysia. 
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Table 7 
 

Correlations between Husbands’ and Wives’ Characteristics, 1976 and 1988 
 

Variable 1976 1988 
Earnings (total sample) 0.25 0.13 
Earnings (households with working wives) 0.40 0.37 
Annual Hours of Work -0.06 -0.01 
Hourly Wage Rate (total sample*) 0.27 0.06 
Hourly Wage Rate (households with working 
wives) 

0.34 0.16 

Wives’ Hours of Work and Husbands’ Wage Rate 0.03 -0.02 
Education (total sample) 0.67 0.64 

Wife doesn’t work 0.62 0.59 
Wife works  0.72 0.69 

*Nonworkers given value of zero. 

 Whereas the correlation between husbands’ and wives’ hours of work is low in 

both 1976 and 1988 and did not change much between the two years, the correlation of 

husbands’ and wives’ wage rates (when nonworkers are given a value of zero) decreased 

considerably – from 0.27 to 0.06.  This is due both to the increase in the percentage of 

wives who didn’t work (whose earnings would therefore have zero correlation with their 

husbands’) and a sharp fall in the correlation of husbands’ and wives’ wage rates for 

wives who work (from 0.34 to 0.16).  We see a small decrease in the correlation of 

husband’s and wives’ earnings for the subsample of couples where the wife works, but a 

much larger decrease for the total sample because of the increase in the percentage of 

wives that didn’t work.  The correlation between wives’ hours of work and husbands’ 

wage rates also fell somewhat – from 0.03 to -0.02.17   

The fall in the correlation of husbands’ and wives’ wage rates is not mainly due to 

a change in the correlation of their educational levels.  Overall, there is little change in 

the correlation between husbands’ and wives’ educational levels – it was 0.67 in the 1976 
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and 0.64 in 1988 – suggesting that the assortativeness of mating did not change much.18  

The same pattern is seen when we look separately at women who work and those who 

don’t, though in both years the correlation is higher for couples with working wives.   

Hence it appears that the decline in the correlation between husbands’ and wives’ 

earnings is mainly due to the decline between 1976 and 1988 in the percentage of women 

who worked and a decline in the correlation between husbands’ and wives’ wage rates 

for couples with working wives.  Understanding the reasons for the latter is beyond the 

scope of this paper, but it does not appear to be due to a change in the correlation 

between husbands’ and wives’ education. 

VI.  CONCLUSIONS  

  We find that wives’ earnings equalized the distribution of household earnings in 

Malaysia at both of the points in time we consider (1976 and 1988).  We see this by 

comparing the actual coefficient of variation of total household earnings to two different 

counterfactuals, one (CF1) that considers what the distribution of household earnings 

would have been had no wives worked and the other (CF2) that assumes a marginal 

decrease in wives’ earnings.  The relative size of the equalizing effect for CF1 increased 

between the two years we consider – 6.3 percent in 1976 and 8.7 percent in 1988 – as has 

the relative size of the equalizing effect of wives’ earnings in the U.S.  The size of the 

equalizing effects we find for Malaysia for CF1 are somewhat larger than those found for 

married couples in the U.S. in the same years.  (The Gini index also implies that wives’ 

earnings had an equalizing effect in both 1976 and 1988, though to be smaller extent than 

the CV.) 
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  We find that the changes over time in the distribution of wives’ earnings 

contributed to the decline in the inequality of the distribution of total household earnings 

that occurred in Malaysia between 1976 and 1988.  For all four of the counterfactuals that 

we consider we conclude that wives’ earnings (either their presence at a point in time or 

the change in them over time) contributed to a lowering of household earnings inequality.   

The equalizing effect of wives’ earnings in Malaysia is somewhat greater when we 

consider the fact that the correlation between husbands’ and wives’ earnings decreased 

between 1976 and 1988.  This is the opposite of what occurred in the U.S., where the 

correlation between husbands’ and wives’ earnings increased.  The decline in the 

correlation between husbands’ and wives’ earnings in Malaysia is partly due to the fact 

that the percentage of wives working outside their homes decreased over the period we 

consider.  This is in marked contrast to the U.S., where the labor force participation of 

married women has been increasing substantially.   

Nonetheless, the attachment to the labor force increased markedly for wives in 

Malaysia; many more were working full time in 1988 than in 1976.  And wage rates 

increased by an even greater percentage between 1976 and 1988 than did hours of work, 

reflecting a 125 percent increase in the average education of married women who 

worked.  (By contrast, the average education of married men who worked increased by a 

considerably smaller extent – 48 percent.) 

  Despite the large increases in married women’s hours of work and wage rates, 

both of which were much greater in percentage terms than those experienced by married 

men, we find that changes in the distribution of husbands’ earnings contributed more to 

the reduction over time in the inequality of the distribution of total household earnings.  
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This occurred both because the CV of husbands’ earnings fell by considerably more than 

that of wives’ earnings and because husbands’ earnings still accounted for the vast 

majority of household earnings (74 percent in 1976, 72 percent in 1988), and hence the 

larger fall in the inequality in their earnings receives more weight in the calculation.  In 

fact, the decline in the CV of each of the sources as well as the declining correlation 

between spouses’ earnings each contributed to the reduction in the household earnings 

inequality that occurred in Malaysia between 1976 and 1988.  The decrease in the 

inequality of earnings from each source was due to the fact that the increase in the mean 

of earnings from that source was greater than the increase in the standard deviation.  For 

both husbands and wives, the increase in the mean of earnings is primarily due to the 

increase mean of hourly wage rate.  Wives’ hourly wage rate increased much more than 

husbands’ in relative terms, both because of a larger increase in their levels of education 

and because of their increased labor market attachment in terms of full-time work. 

We cannot predict whether wives’ earnings will continue to decrease the 

inequality of the distribution of total household earnings in Malaysia, but it seems likely 

to the extent of the equalizing effect might fall because the correlation between spouses’ 

earnings has probably increased since 1988.  We have noted that the labor force 

participation rates of women in Malaysia increased more than those of men between 1980 

and 2000, and that the attachment of educated married women to the labor force 

increased over the period studied here. 
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1 Using data from the First Malaysian Family Life Survey, Kusnic and DaVanzo 
(1980) calculate a Gini coefficient of 0.62 in 1976 for market income (earnings, business 
income, and capital and interest income).  By contrast, Karoly and Burtless compute Gini 
coefficients for the U.S. of between 0.34 and 0.39 for the period between 1959 and 1989.  
According to Todaro (1999), a Gini coefficient greater than 0.5 represents high-income 
inequality, a Gini between 0.4 and 0.5 represents moderate-income inequality, and a Gini 
below 0.4 represents a low level of inequality.  Similar differences between Malaysia and 
the U.S. are seen for the coefficient of variation, as noted below in this paper. 

2 Peninsular Malaysia consists of eleven states and one federal territory, in which 
resided 85 percent of total Malaysian population in 1975 and 83 percent of total 
Malaysian population in 1988.  The East Malaysian states of Sabah and Sarawak and the 
federal territory of Labuan were not covered in either of the MFLSes.  

3 MFLS-2 also re-interviewed the women interviewed in MFLS-1 and a selected set 
of their adult children as well as a new sample of people aged 50 or older.  These data are 
not used in this paper. 

4 We limit our analyses to earnings from husbands', wives', and other adults' 
earnings due to incompatibility between MFLS-1 and MFLS-2 in the measures of other 
income sources.  That is, we do not include business income and capital and interest 
income or any unearned income.  Our earnings measure includes earnings from farms, 
but it does not include any unearned income (e.g., rental income, property income) from 
farms.  Evidence from the U.S. suggests that the impact of wives' earnings on the 
inequality of total family income is not sensitive to inclusion of other income sources 
(Cancian et al., 1994).  

Income from household businesses and home products should ideally be included in 
the income measure.  We can do this for MFLS-1 but not for MFLS-2, because MFLS-2 
does not report the value of income from these activities.  We find that, in 1976, 23 
percent of the wives were engaged in household businesses or the sale of home 
products/services; and in 1988, 11 percent of the wives were engaged in unpaid 
household work.  Considering the importance of the contribution of the earnings from 
household businesses and home products, we have also conducted the analyses for 
MFLS-1 for a measure that includes these earnings; these results are mentioned, where 
pertinent, below. 

5 This is not to say that people who are engaged in productive activities at home 
(for example, doing household chores, taking care of children) are not “working.”  
However, a major obstacle to including these contributions in an income measure is the 
lack of agreement on an acceptable way to estimate the value of time spent in nonmarket 
production (Blau, Ferber, and Winkler, 1998). Using MFLS-1 data, Kusnic and DaVanzo 
(1980) estimated the value of time spent in nonmarket production and considered broader 
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income measures that included it. 

6 Recently Karoly and Burtless (1995) used a decomposition of the Gini coefficient.  
However, Cancian and Reed (1998) argue that the only meaningful way of assessing the 
effect of wives’ earnings can be done by comparing the observed distribution of income 
with a reference distribution.  According to Cancian and Reed, standard decomposition of 
the Gini coefficient has no implicit reference distribution and so should not be used to 
assess the effect of wives’ earnings. 

7 The corresponding values for the Gini are 0.558 for 1976 and 0.478 for 1988.  As 
noted earlier, a Gini coefficient greater than 0.5 represents high income inequality 

8 When income from household businesses and from the sale of home products is 
included in the measure of household income for 1976, we find that CVH is 1.25.  The 
lower value we find for CVH when we include income from these sources is consistent 
with Kusnic and DaVanzo (1980), who find that CVH falls as the definition of income is 
broadened.  CF1 (without wives' earnings) for this measure of income is 1.31; this 
implies that wives' earnings lowered household income inequality for this measure of 
income by 4.6%.  

9 The Gini index also implies that wives’ earnings are equalizing:  When wives’ 
earnings are set to zero, the Gini is 0.577 in 1976, compared to the value of 0.558 when 
actual wives’ earnings are included in household earnings; the comparable values for 
1988 are 0.489 and 0.478, respectively.  The equalizing effect of wives’ earnings is 
smaller for the Gini (3.3% in 1976 and 2.2% in 1988) than for the CV, and, unlike the 
CV, it is greater in 1976 than in 1988.  Recall that the CV is more sensitive to variations 
at the higher-end of the distribution; it may be that wives’ earnings make more difference 
there. 

10 The derivatives lead to the same conclusion:  δCV2
H/δSw = -2.3 for 1976 and  

-0.72 for 1988. 
11 The curves shown in Fig. 1 for both 1976 and 1988 are downward sloping over 

the entire range between Sw = 0 and the neighborhood of the actual values of Sw.  (CVH 
falls throughout for 1976, even after we double wives’ earnings share [which would have 
occurred at a 150% increase in wives’ earnings].  CVH for 1988 begins to rise when 
wives’ earnings share are doubled to 0.32.)  This contrasts with what Cancian and Reed 
(1999) find for the U.S., where the curves first decreased, but then began increasing (and 
hence CF2 is positive) before the actual value of Sw.  Also our values of CVH are lower 
for 1988 than 1976 for all values of Sw that we consider.  By contrast, Cancian and Reed 
find lower values for the actual CVH in the earlier year that they consider, and their curve 
for the earlier year is below that of the later year at low values of Sw including for CF1.  
(Their curves for 1967 and 1994 cross between the actual values of Sw in the two years.) 

We have also estimated CF2 for husbands.  Our results (not reported) show that a 
marginal increase in husbands’ earnings would have increased household earnings 
inequality.  That is, husbands’ earnings are disequalizing on the margin. 

12 The following table shows how the terms in Eq. (1) change when wives’ earnings 
are set to zero. 
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 Term 1 Term 2 Term 3 Term 4 Term 5 Term 6 

1976   
Actual value 2.035 0.095 0.256 0.220 0.029 0.025 
CF1 2.657 0 0.334 0 0.038 0 

   
1988   

Actual value 0.912 0.115 0.170 0.084 0.055 -0.001 
CF1 1.278 0 0.241 0 0.078 0 

 
13 The Gini index also shows a decline in inequality.  The Gini was 0.558 in 1976 

and 0.478 in 1988. 
14 This decomposition exercise is not exact, and hence the sum of the impacts does 

not equal 100%.  
15 We consider the role of the earnings of other adults in a companion paper (Amin 

and DaVanzo, 2002). 
16 The correlation coefficients between wives’ education and their hours of work tell 

the same story:  The correlation is negative (-0.04) and not statistically significant in 
1976, but it is positive (0.17) and statistically significant (P < 0.001) in 1988. 

17 Consistent with this, in 1976 the husbands of wives who worked had higher wage 
rates than those of wives who didn’t work (M$2.00 vs. M$1.90), whereas the opposite is 
true in 1988:  in that year, husbands of wives who worked had lower wage rates than 
those of wives who didn’t work (M$2.81 vs. M$2.93).  However, neither of these 
differences is statistically significant. 

18 The sizes of these correlations between husbands’ and wives’ education in 
Malaysia are very similar to those around the same time in the U.S.  Blackburn and 
Bloom (1995) found correlations of 0.65 in both 1979 and 1987 for the U.S. 


