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Family Policy: Neglected Determinant
of Vertical Income Inequality

Rense Nieuwenhuis

Family policies have played a pivotal role in facilitating the rise of employ-
ment and earnings of women (Gornick & Meyers, 2003; Nieuwenhuis, Need,
& Van der Kolk, 2012; Olivetti & Petrongolo, 2017; Thévenon, 2011),
one of the most prominent developments in economic activity in OECD
countries in recent decades. As has been demonstrated in an exhaustive liter-
ature and throughout this Handbook, family policies of various kinds have
featured prominently in analyses of the differences in the economic activity
between groups, such as women and men or mothers and women without
children. These are examples of horizontal income inequality: income differ-
ences between groups of individuals. At the same time, a concern for high and
rising levels of income inequality between households (re)emerged, focusing
on factors such as globalization, technological change, wealth accumulation,
and austerity as explanations for rising income differences between house-
holds (Atkinson, 2015; Iversen & Soskice, 2019; Milanovic, 2016; OECD,
2015; Piketty, 2014; Taylor-Gooby, Leruth, & Chung, 2017). This is often
referred to as vertical income inequality: inequality between individuals or
households based on their place in the income distribution. In this literature
on vertical income inequality, the potential role of family policies has been
neglected. This is surprising, as horizontal and vertical income inequality are
inherently linked: as family policies reduce the income differences between
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women and men—or other groups of individuals—this affects not only
income differences within households, but also between. In this chapter I
set the record straight and develop a research agenda that incorporates family
policies as an institutional determinant of vertical income inequality between
households.

First, I elaborate upon how analyses of vertical income inequality and hori-
zontal income inequality have generally considered widely different types of
determinants. In line with the scope of this Handbook, the emphasis will be
on institutional determinants. I will then demonstrate that women’s employ-
ment and earnings directly relate to levels of economic inequality among
households; as levels of vertical and horizontal inequality are interrelated, so
are their determinants. This, finally, brings into focus the perspective on how
family policies might affect vertical income inequality between households,
and what research questions this raises. This new perspective is, naturally,
well-informed by the existing literature on the economic outcomes of family
policies, of which key references are highlighted here. It also raises new
questions, that are explored in conclusion.

The Different Determinants of Horizontal
and Vertical Income Inequality

Contemporary analyses of income inequality emphasize how in most
advanced capitalist societies (including most European and OECD coun-
tries) inequality has been rising since the 1980s, although to varying degrees.
Between the mid-1980s and 2013, vertical income inequality, as measured by
the so-called Gini coefficient, increased on an average with over 10% in the
OECD, with inequality rising fastest in Sweden with a 35% increase (OECD,
2015). Gini coefficients measure the income differences among all house-
holds (accounting for the number of individuals living in these households).
As such, this is a form of vertical income inequality, pertaining to the overall
shape of the income distribution and thus analyzing how far all individuals
or households in a given population are apart. This is depicted on the vertical
axis in Fig. 25.1. Naturally, such analyses can focus on a variety of income
concepts, including earnings and wages.

Prominent explanations have been formulated for rising levels of vertical
income inequality. Examples of key determinants have been depicted in
Fig. 25.1, and include the impact of globalization (on levels of inequality
within countries) (Milanovic, 2016), European integration (Beckfield, 2019),
robotization and algorithms, or more precisely skills-biased technological
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Fig. 25.1 Selected determinants of vertical and horizontal economic inequality

Vertical inequality among households

change (Atkinson, 2015; Autor, 2014; Frey, 2019), the accumulation of
capital (Piketty, 2014), pension privatization (Ebbinghaus, 2011), polariza-
tion between high- and low-skilled workers in the transition to the knowledge
economy (Iversen & Soskice, 2019), precarious work and the return to
mass unemployment (Bernstein, 2016; Kalleberg, 2009; Lohmann & Marx,
2018), decline in unionization (Ebbinghaus & Visser, 2000; Korpi, 1983),
tax avoidance (Saez & Zucman, 2019), austerity (Taylor-Gooby et al., 2017),
and longer term processes of welfare state retrenchment—in particular with
respect to social assistance and other aspects of minimum income protection
(Marx & Nelson, 2013; Nelson, 2013). Importantly, these developments are
generally interrelated.

Income differences between women and men, a form of horizontal income
inequality, have generally been declining in most countries over recent
decades—although they have certainly not ceased to exist (Charles, 2011).
Women have entered the labor market at much faster rates than men, closing
the gender gap between women and men having an income of their own.
Yet, while for instance in the EU 78% of men were employed in 2017
(EU & EIGE, 2020), only 66.5% of women were. Among those who are
employed, the gender pay gap has been closing slowly, but in the EU, in
2017 the gross hourly wage of women was only 84% that of men (ibid.).
Trends and levels of women’s employment and gender inequality have been
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explained by a combination of demographic and institutional determinants
(Nieuwenhuis et al., 2012). Demographic explanations of women’s rising
participation in the labor market (Lesthaeghe, 2010) include their rising
educational levels (Bussemakers, Van Oosterhout, Kraaykamp, & Spierings,
2017) and declining fertility (Van der Lippe & Van Dijk, 2002). Institu-
tional explanations, a selection of which are depicted on the horizontal axis
of Fig. 25.1, pertain to determinants that include gender role norms in rela-
tion to “doing gender” (Evertsson, 2014; Knight & Brinton, 2017; West &
Zimmerman, 2009), expansion of the service sector, horizontal and vertical
occupational segregation (Charles & Grusky, 2004), and overly long work
hours expected in high-wage occupations (Goldin, 2014).

When it comes to family policies, it has often been observed—and demon-
strated throughout this Handbook—that women’s economic activity tends to
be more equal to men’s in welfare states based on dual-earner/caregiver policy
models, characterized by public childcare for young children, brief periods
of well-paid parental leave for both parents, as well as individual taxation,
compared to in the traditional breadwinner model—characterized by very
long periods of leave for mothers, childcare only for somewhat older chil-
dren and joint taxation (Korpi, 2000; Lewis, 1992). With respect to specific
policies, public childcare has been a key determinant for women’s employ-
ment (Olivetti & Petrongolo, 2017), as well as the motherhood wage penalty
(Halldén, Levanon, & Kricheli-Katz, 2016), in particular when it is avail-
able, affordable, and of adequate quality (Gambaro, Stewart, & Waldfogel,
2015; also see Chapter 8 by Vandenbroeck in this volume). The provi-
sion of parental leave has also been instrumental to women’s employment
(Moss, Duvander, & Koslowski, 2019), as long as it has been adequately paid
(Gornick & Meyers, 2003) and not overly long (Nieuwenhuis, Need, & Van
der Kolk, 2017a).

Although depicted as separate axes, there is a small literature showing that

some of the determinants of vertical income inequality between households
have also affected levels of horizontal income inequality between women
and men. This is shown in Fig. 25.1 by the dashed, black arrow. For
instance, Iversen and Soskice (2019) argue that the shift to the knowledge
economy has been beneficial to the employment opportunities of in partic-
ular high-skilled women, whereas among the lower skilled women’s jobs are
considered at greater risk than men’s of being replaced by automation (Brusse-
vich et al., 2018). Albeit with huge differences across welfare states, austerity
has rendered the social security on which women rely less effective, and has
reduced wages and the number of jobs in the public sector in which women
are overrepresented (Rubery, 2015). As women are more likely to have more
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restricted and incomplete contribution histories—in part related to a lack of
formal family policy measures over the life course—women’s old-age incomes
might be hit harder than men’s in relation to pension privatization (Mohring,
2015, 20106).

A clear gap in the literature is how family policies have affected levels
and trends of vertical income inequality. It is of course true that some lines
of research examine the link between family policies on overall levels of
inequality. An example is literature studying whether particularly children
growing up with socioeconomically disadvantages parents benefit from enrol-
ment in early childhood education and care (ECEC), as such promoting
overall levels of equality of opportunity (Gambaro et al., 2015, also see
Chapter 8 by Vandenbroeck). Yet, this line of research does not explicitly
address vertical income inequality, even though there are very good reasons
and some initial evidence to suggest that family policies, indeed, can affect
levels of inequality among households. This lacuna in the literature is the
focus of this chapter, and is depicted in Fig. 25.1 by the long red arrow.

Developing a research agenda on the potential impact of family policies on
levels and trends of vertical income inequality among households is important
for at least three reasons. First and foremost, of substantive importance, it
may demonstrate that the literature on income inequality needs to include an
additional set of determinants, and the results may give policymakers an extra
set of instruments to curb inequality. This does require, however, a detailed
understanding of the mechanisms through which, and conditions under
which, family policy instruments can attenuate levels of income inequality.
Secondly, of methodological nature, the potential influence of family policies
may be further underlined in relation to a gender perspective of how income
inequality is typically measured. Many such analyses of income inequality are
based on a measurement of household income, which is equivalized for the
household size and composition to approximate levels of income inequality
among individuals (Cowell, 2011). This assumes, however, that all household
income is shared equally even though this is not the case (Bennett, 2013). As
it is known that women who have an income of their own have more access
to and control over household resources (Sen, 1990), family policies that
facilitate women’s employment and own incomes may reduce overall levels of
vertical inequality in ways that are not captured by traditional measurements
of inequality—including control over household resources. The alternative,
measuring inequality solely based on individual incomes assumes no sharing
of income and resources among household members, which seems equally
unrealistic. As such, a focus on family policies that not only affect income
differences between women and men in general, but also income differences
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within households, will provide a more comprehensive analysis of vertical
income inequality as well. Finally, with respect to the academic community,
it should be observed that researchers studying the determinants of economic
inequality, and researchers studying family policy outcomes, tend to discuss
their work at different conferences (or at the very least in different tracks
of conferences) and tend to publish their work in different journals. This
research agenda thus has the potential to bring these communities and
literatures together, and foster a multidisciplinary cross-pollination.

How Women'’s Earnings Affect Vertical
Inequality

Family policies can affect vertical income inequality by facilitating women’s
employment rates and average incomes, and subsequently by influencing
who is employed and the distribution of women’s incomes. Regarding the
latter mechanism of family policy, little is known about how this affects
vertical income inequality—as will be discussed in detail in the next sections.
Regarding the former, however, there is by now a fairly clear consensus that
without the rise in women’s employment and earnings inequality between
households would have been higher. This literature, however, only covered
inequality among couples, and only shows the average effect of women’s rising
employment on vertical income inequality.

Early studies hypothesized that with more women entering the labor
market, vertical income inequality between households was bound to rise
when spouses’ earnings were positively correlated, and to decline with
spouses’ earnings were negatively correlated (Mincer, 1962). There is indeed
a tendency for higher educated women and women with higher earnings to
be married to (/live together with) spouses who themselves have high levels
of education and earnings, which is referred to as homogamy or endogamy
(Kalmijn, 1998; Schwartz, 2013). Indeed, educational homogamy is found
to boost the correlation between spouses’ earnings (Breen & Salazar, 2011),
and this homogamy of earnings in itself is a factor that contributes to more
vertical inequality among households (Nieuwenhuis, Van der Kolk, & Need,
2017b). However, when inequality is measured in relative terms—as it typi-
cally is—a positive correlation between the earnings of spouses is a required
but not a sufficient condition for women’s earnings to increase inequality
between households (Lam, 1997). Even when spouses’ earnings are posi-
tively correlated, inequality between households will only be exacerbated by
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women’s earnings when the inequality among women is sufficiently high
compared to inequality among men’s earnings. This is an important point, as
it shows that to understand how women’s earnings affect inequality between
households not only depends on the degree to which spouses’ earnings are
correlated, but also on the level of inequality among women themselves.
As more women entered the labor market, their (potential) earnings were
argued to become more important when it comes to partner selection, thus
promoting homogamy (Oppenheimer, 1988, 1994; Sweeney & Cancian,
2004). Yet, at the same time, more women having an income of their own
reduced inequality among women because of the simple fact that fewer
women had zero earnings (Cancian & Reed, 1998; Gregory, 2011). Thus,
the rise in women’s earnings observed in recent decades set into motion
two dynamics with opposite outcomes (Nieuwenhuis et al., 2017b). On the
one hand, women’s earnings tend to be higher in households where their
partner also has high earnings, thus increasing vertical inequality. On the
other, more women have earnings. This reduces income differences among
women, which in turn reduces vertical inequality. The latter dynamic has
been more powerful in recent decades, explaining how the rise of women’s
earnings has reduced vertical inequality.

With only a few exceptions (Esping-Andersen, 2007, 2009), the
inequality-reducing impact of women’s employment and earnings was
successfully replicated in contexts as widely different as Sweden (Bjérklund,
1992), Norway (Mastekaasa & Birkelund, 2011), the United Kingdom
(Harkness, Machin, & Meguir, 1996; Machin & Waldfogel, 1996), the
United States (Betson & Van der Gaag, 1984; Cancian & Reed, 1998;
Treas, 1987), Ireland (Callan, Nolan, O’Neill, & Sweetman, 1998), Mexico
(Campos-Vizquez, Hincapié, & Rojas-Valdés, 2012), and Brazil (Sotomayor,
2009). In many of these countries, women’s earnings reduced inequality even
though they were positively correlated to those of their spouses.

The degree to which women’s earnings reduce vertical income inequality
between households varies substantially across countries, as was highlighted
in a number of country-comparative studies. Cancian and Schoeni (1998)
compared 10 developed countries to show that women’s earnings reduced
vertical inequality in all countries, and that this attenuating impact became
stronger over time despite the employment rising faster among women
married to high-income spouses than among women married to spouses with
middle-class incomes. They further calculated that the correlation between
spouses” earnings would have to increase substantially in order to nullify this
attenuating impact of women’s earnings on vertical inequality. Examining 14
European countries with widely different employment rates among women,
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Pasqua (2008) also finds that in all countries women’s earnings reduce
inequality between households. In countries where women’s participation in
the labor market was lower, inequality among women was higher while in
these countries there was more potential to reduce inequality between house-
holds further by promoting more universal women’s employment rates. In
line with these findings, Harkness (2013) also finds that women’s earnings
reduced inequality more strongly in the Nordic countries with high rates of
women’s employment, compared to for instance southern European coun-
tries. Moreover, she further contributed the insight that closing the gender
pay gap would further reduce inequality among households, although this
impact would be smaller than what could be achieved by further raising
women’s employment rates. Would more women work full-time jobs across
OECD countries, this would further reduce inequality between households
(OECD, 2015). Nieuwenhuis, Van Lancker, Collado, and Cantillon (2020)
also found the rise of women’s employment to be associated with a reduction
in relative poverty rates.

To illustrate cross-country variation in the degree to which trends in
women’s employment and earnings have reduced inequality between house-
holds, Fig. 25.2 summarizes results published elsewhere (Nieuwenhuis et al.,
2017b; Nieuwenhuis, Need, & Van der Kolk, 2019). Among heterosexual
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couples across 18 OECD countries, the share of total household earnings
contributed by women was measured around 1980 and 2010. In all coun-
tries—at both points in time—women’s earnings constitute less than half of
average household earnings, but their share increased over time. It was then
determined how much the change in women’s earnings in total household
earnings (x-axis) had contributed to vertical inequality between households
(y-axis). In other words, how much higher/lower observed levels of inequality
are around 2010 compared to a simulated scenario in which women’s earn-
ings had remained the same since the 1980s. These analyses were based on
the strong assumption that nothing else changed in this period, but are still
informative about the potential magnitude of how much changes in women’s
earnings affected inequality between households. Figure 25.2 shows how the
increased share of women’s earnings in total household earnings was associ-
ated with a reduction of vertical inequality in each of the countries, and how
this impact was strongest in countries that had relatively low rates of women’s
employment (and consequently earnings) in the 1980s, such as the Nether-
lands. This is a figure that shows the impact of trends in women’s share in
total household earnings, which explains why the Nordic countries—already
showing high rates of women’s employment and earnings in the 1980s—show
such a small reduction in vertical inequality.

An early analysis of the impact of family policies, based on the data
summarized in Fig. 25.2 (Nieuwenhuis et al., 2019), showed that work—
family reconciliation policies as paid parental leave and public childcare were
indeed associated with women’s earnings more strongly reducing vertical
inequality. Although these policies were found associated with a somewhat
elevated correlation between spouses’ earnings (increasing inequality), this
effect was outweighed by the attenuating impact of a reduction in the
inequality among women themselves. The study also examined the impact
of policies typically associated with the traditional breadwinner model, such
as family allowances and tax benefits for families with children, but found
these not to be associated with vertical inequality between households.

Family Policies as Determinant of Vertical
Economic Inequality: A Research Agenda

The literature summarized in the previous section demonstrates #har women’s
earnings have attenuated inequality between households, and suggests that
family policies can indeed facilitate this, but leaves unanswered important
questions pertaining to the mechanisms through which family policies affect
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inequality. A research agenda on understanding how family policies might
affect vertical inequality between households addresses a number of ques-
tions. Who uses family policies, what are the benefits of this use in terms of
their earnings/incomes, and with whom do they form a household? These
questions are interrelated, and the vast literature on family policy outcomes

addresses each of these questions, as has been demonstrated throughout this
Handbook. The research agenda proposed here builds on what has already
been learned. Below, I revisit some of the ongoing debates in the family policy
literature and relate these debates to new questions from the perspective of
vertical inequality between households.

Who Uses?

It has long been acknowledged that the benefits of family policies (just like
many other types of policy) are not the same for everyone. For example,
higher educated parents are substantially more likely to enroll their chil-
dren in public childcare compared to lower educated parents (Van Lancker,
2018a; Van Lancker & Ghysels, 2012). Cash-for-care schemes (and other
forms of very long, low-paid leave) may be considered a mechanism of exclu-
sion from the labor market. Indeed, the Norwegian cash-for-care system was
found more likely to be used by mothers with lower levels of education,
lower income, and with a migration background (Bugum & Kvande, 2013).
In contrast, child benefits are also not uniformly distributed but sometimes
have policy designs that benefit higher income families (Van Lancker & Van
Mechelen, 2015). Fathers are more likely to take parental leave when they
are highly educated, but less likely when they are self-employed, work on
temporary contracts, or in the private sector (Geisler & Kreyenfeld, 2011;
Romero-Balsas, 2012).

For the research agenda developed here, the use of family policies is to
be differentiated by people in different positions on the income distribution
(e.g., by income decile). This will shed light on the question whether different
family policies have the potential to lift up the bottom of the income distri-
bution, strengthen or hollow out the middle, or ensure that the top of the
income distribution gets ahead even further. The question of who uses family
policies of course also relates to fathers, to which I will return in the section
on “with whom.”
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What Income Effect?

It is not only important to understand where in the income distribution
people are who use family policies, but also what the effect of that use is
in terms of earnings and income. The additional income earned in relation
to the use of family policy may also vary across the income distribution. In
other words, it matters where in the income distribution people end up after
using the family policy, or alternatively where they would have been had it
not been for using family policies. Two debates come to the fore here.

The first ongoing debate pertains to potential trade-offs in family policy
outcomes (Pettit & Hook, 2009), not only with respect to gender but also
class (see Chapter 11 by Hook and Li in this volume). In countries where
a large proportion of women are integrated into the labor market, women
were less likely to be in high-status and (importantly here) well-paid positions
(Semyonov, 1980). Welfare state interventions that include paid maternity
leave and public childcare (as well as a large public sector) were found
to facilitate women’s employment, but also found to promote occupational
segregation with women overrepresented in “female-typed” occupations and
underrepresented in managerial positions (Mandel & Semyonov, 2000),
which in turn was associated with wage penalties (Mandel, 2013). Taking a
different position in this debate, Korpi, Ferrarini, and Englund (2013) argue
that these studies only find a lower likelihood for women to reach top posi-
tions because they do not account for the large numbers of women remaining
outside of the labor market in countries without work—family reconciliation
family policies. Instead, they argue that these policies only affect the likeli-
hood that women reach a top position relative to all working women (with
the relative proportion of women in top positions relative to all working
women being lower in countries with policies that also integrate a large
number of lower skilled into employment) but do not affect the likelihood
that any woman reaches a top position (also see: Gronlund & Magnusson,
2016).

Secondly, the question remains open how family policies affect wage gaps
across the income distribution (including, but not necessarily limited to,
gender and motherhood wage gaps). Although there is plenty of literature on
(determinants of) wage gaps (Blau, 2016; Blau & Kahn, 2017), such anal-
yses often focus on socioeconomic characteristics such as level of education,
rather than income position. For instance, Halldén et al. (2016) found that
although public childcare helped reduce the motherhood pay gap, this effect
did not seem to differ among higher and lower educated mothers. On the
other hand, Budig and Hodges (2010) examined motherhood wage penalty
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across the wage distribution, finding it to be bigger for low-wage mothers (for
a methodological comment, see Killewald & Bearak, 2014). Examining the
impact of time spent on housework on wages, Cooke and Hook (2018) find
that men do the least housework and incur the largest wage penalty for doing
so when they are at the top of men’s wage distribution, whereas for women
incur a larger wage penalty at the bottom of their wage distribution. Morosow
and Cooke (2018) found that Finnish fathers who take parental leave incur a
wage penalty, but only those fathers at the bottom of the wage distribution.
Taking together who uses family policies and to what income effect raises

the question to what extent people at different positions in the income
distribution use various family policies, and how the income or wage effects
associated with using these policies differ across the income distribution. A
family policy that is beneficial to wages may reduce vertical levels of income
inequality when it is predominantly used by people at the lower end of the
income distribution and/or when its effects are strongest at the bottom. Yet,
if a policy is mostly used by people at relatively high-income positions and/or
the effects are strongest at the top, such policy may exacerbate vertical income

inequality.

With Whom?

Perhaps the cornerstone of the research agenda developed here is to examine
the family policy outcomes in relation to household composition and
processes of household formation. Whether family policies will affect income
inequality between households not only depends on who the individuals are
that use family policies and to what income effect, but also on the incomes
of others with whom people form a household. If those with a higher (a
priori) income are more likely to use a specific family policy and/or to benefit
from this use to a greater extent, this will exacerbate inequality to a larger
extent if these individuals live with (for instance) a high-earning partner. In
other words, this research agenda brings to the fore a dyadic perspective on
family policy outcomes. Such a dyadic perspective brings into focus at least
three avenues for further developing research in family policy outcomes—in
general as well as with a specific focus on vertical income inequality. The first
is how the use and associated income effects of family policy relate to other
household members (if any). The second is how family policies may affect
household composition. The third pertains to the within-household sharing
of—and control over—resources.

It is well-documented that the uses and benefits of family policies vary
across individuals, and often along the socioeconomic spectrum (see sections
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“Who Uses?” and “What Income Effect?”). However, to understand how
family policies can affect vertical inequality between households, it should
also be understood how use and benefits thereof depend on socioeconomic
characteristics of other household members. So far, only a small literature on
this seems to be emerging.

In recent years, fathers are increasingly given—and have become more
likely to make use of—parental leave rights, which is in part related to how
the leave policy is implemented (Eydal et al., 2015; Karu & Tremblay, 2017;
see Chapter 15 by Bartova and Keizer). Within couples, mothers took longer
leave when their (male) partner held traditional attitudes, whereas how long
leave he took was not affected by her views. Fathers did take more leave if
their partner had a high level of education (Stertz, Grether, & Wiese, 2017).
Also in Germany, fathers were most likely to take leave when their partner
had a higher level of education than themselves (Geisler & Kreyenfeld, 2011).
Moreover, fathers were more likely to take leave when their (female) partner
worked full-time and had a high income (Reich, 2011). As such, this dyadic
perspective not only brings into focus the question how partners influence
each others’ use of parental leave and other family policies, but also how their
partners’ use of family policies affect their own incomes.

The question of how family policy outcomes vary by with whom people
live, also needs to include people living without a partner, with single parents
being a case in point in this context. The rise of single parenthood has been
associated with a rise in household inequality (Zagel & Breen, 2019), but it
seems likely that this impact depends on the institutional context (of which
family policies may be an important part) that shapes how well single parents
are doing financially. When it comes to single mothers, it was found that
they use parental leave and childcare to similar extents as mothers living
with a partner, but that the use of parental level and childcare was associated
with future employment more strongly among single mothers (Van Lancker,
2018b). In Sweden, single fathers were found to continue using parental leave
after they had separated from the mother of their child(ren) (Duvander &
Korsell, 2018). Both parental leave and child benefits were found to reduce
income poverty to a larger extent among single parents compared to among
couples, which in the case of parental leave was mediated by single parents’
higher levels of employment (Maldonado & Nieuwenhuis, 2015).

The second way in which family policy outcomes are linked to with whom
people live, is through how processes of family formation are related to family
policy contexts. The most developed literature in this regard deals with the
link between family policies and fertility. The relevance of this literature for
vertical inequality lies, of course, in the profound consequences of having
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children for employment, division of labor within households, and the way
equivalent income per household member is calculated. Both work—family
reconciliation policies (paid leave, childcare) and financial support policies
to families with children (child benefits) were found associated with higher
fertility in a panel study covering 18 OECD countries from 1982 to 2007
(Luci-Greulich & Thévenon, 2013; similar conclusion in: Chapter 9 by
Adema, Clarke, and Thévenon; Diprete, Mogan, Engelhardt, and Pacalova,
2003; Rovny, 2011). However, such associations were generally small and not
differentiated by for instance education and income, which would be required
for the study of vertical inequality.

Litle is known about the degree to which family policies affect
homogamy—the degree to which highly educated and/or high-income part-
ners form couples—or hypogamy in which women have higher levels of
education than their male partner (Van Bavel, Schwartz, & Esteve, 2018).
It has, however, been shown how with rising female labor force participation
rates (due to family policy or otherwise), as well as with women’s rising levels
of education, women’s economic position and prospects became more impor-
tant on the marriage market and resulted in higher degrees of homogamy
(Oppenheimer, 1994). Mediated by female labor force participation rates and
women'’s share in household earning, paid leave, and childcare were indeed
found to be associated with a higher correlation between spouses’ earnings
(Nieuwenhuis et al., 2019).

Family policies can further relate to patterns of relationship formation and
dissolution. For instance, family policies characterized by a high degree of
familization were found to be associated with lower complexity of family
formation trajectories—thus with fewer separations—whereas individual-
ization (e.g., childcare policies) was associated with a higher degree of
complexity (Van Winkle, 2019).

Third, the focus on with whom people live brings attention to the issue
that it does not only matter how much income the household receives,
but also who in the household receives the income. Many measures of
inequality (as well as poverty) assume that all household income is shared
equally. However, it has often been documented that this is not the case,
and that women often have less control over household resources than men
(Bennett, 2013). As a consequence, income levels (or inequality thereof)
may hide that women experience lower living standards than their part-
ners (Cantillon, 2013). On the one hand, this may mean that mainstream
inequality indicators based on household income underestimate real devel-
opment in the inequality of income or living standards between individuals.
On the other hand—and more relevant to the focus of the research agenda
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developed here—it was shown that in countries where more women have an
income of their own, household poverty (as a form of inequality) was lower
(Nieuwenhuis, Munzi, Neugschwender, Omar, & Palmisano, 2019).

Although it was shown that in countries with more extensive work—
family reconciliation policies (e.g., paid leave and ECEC) a larger share of
total household earnings is earned by women (Nieuwenhuis et al., 2019;
Stier & Mandel, 2009), and although it seems plausible that the employ-
ment facilitated by these policies promotes economic independence, this does
not explicitly examine the inequality of control over household earnings.
How family policies relate to women’s economic independence within house-
holds across the income distribution, and how that relates to household-level
income inequality, remains open for future investigation.

Conclusion

Women’s earnings have a strong tendency to reduce relative income inequality
among the households of couples, and through this mechanism work—
family reconciliation policies are also related to lower inequality. This means
that family policies should not only be considered in analyses of hori-
zontal inequality between women and men (or mothers and women without
children), but also as determinants of vertical income inequality between
households. The literature on high and rising levels of vertical inequality so
far has not been particularly sensitive to issues of gender (in)equality, and it
may become so by expanding its focus to issues of household formation and
earnings across the income distribution.

This chapter developed a research agenda for examining family policy
outcomes with respect to vertical economic inequality, arguing that family
policies wrongly have been neglected as a determinant of vertical economic
inequality. Three questions are central to this research agenda: who uses
family policy, to what income effect, and with whom do people live? These
questions are not new, although some have received more attention than
others, but when examined in conjunction with, and with attention to, vari-
ation across the income distribution, important insights will be gained in the
mechanisms through which family policies can be a determinant of vertical
economic inequality.

Several other issues in the family policy literature are relevant to this
research agenda, but were not integrated as these issues apply more gener-
ally. To separate design or implementation of family policy from its use and
the income effects of that use, it is important to have family policy indicators
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that measure the social rights provided by these policies—in line with the
discussion on indicators developed in Chapter 24 by Sirén, Doctrinal, Van
Lancker, and Nieuwenhuis. Details of implementation might matter substan-
tially for inequality, for instance, with respect to who in the family receives
the child benefits (e.g., the household as a whole, or both parents individu-
ally receiving half), or the degree of low-income targeting (Marchall & Van
Lancker, 2019). In addition, even though most of the research cited here
pertained to national-level family policies, it should come as no surprise in
this Handbook that other levels of family policy implementation may matter.
Even though it was demonstrated in Chapters 3 by Jenson, 4 by White,
and 5 by Razavi that supranational and international organizations do not
implement family policies themselves, they do have an interest in reducing
economic inequality. Subnational variation in family policy availability may
in fact give rise to economic differences between regions. To the extent that
rural areas provide more policies to support dual-earner families, this may
exacerbate rural-urban income differences. To the extent that the “final avail-
ability” (see Chapter 21 by Chung) of family policies in organizations is
greater for high-skilled employees and/or those in managerial positions (see
Chapter 22 by Begall and Van der Lippe), this also may exacerbate inequality
between workers and consequently between households.

Developing an understanding of the mechanisms underlying family policy
as a determinant of vertical economic inequality will not only further the
literature on family policy outcomes, but also contribute to tackle one of the
key challenges of our time: high and rising levels of inequality. As such, family
policy might be incorporated in broader analyses of economic inequality. The
focus on family policies may also shed light on two more specific challenges
of inequality. The first relates to stalled trends in improving gender equality
in the labor market (England, 2010), as for instance seen at comparatively
high levels of equality in the Nordic countries but also in the United States.
In these countries, the question is how future inequality will evolve as it is
no longer attenuated by the rise in women’s employment and earnings. Here,
an understanding of the mechanisms through which family policies affect
economic inequality is pertinent, as it may help propose policies that not
only raise the number of employed women, but do so in a way that equalizes
opportunities and earnings across households. The second relates to the chal-
lenges of family diversity in the dual-earner model. On the one hand, family
policies such as paid leave and public childcare have facilitated the rise of
dual-earner families. This has benefitted gender equality, the income stability
of these families, and reduced income inequality among couples, but it may
also have raised the living standards in a country (or for instance urban areas).
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While, for instance, single parents undoubtedly and greatly benefit from such
work—family reconciliation policies, the presence of a large number of dual-
earner families may also make it more difficult for singles and single parents
alike to achieve what are considered acceptable living standards (Alm, Nelson,
& Nieuwenhuis, 2020).

Family policies have empirically been linked to women’s employment and
earnings, and consequently to lower vertical income inequality. Yet, the liter-
ature also makes abundantly clear that family policies come with trade-offs
along the lines of gender and class, as well as Matthew effects. These mech-
anisms need to be better understood to integrate family policy in analyses
of—and recommendation against—high and rising inequality. The chal-
lenge ahead is to understand what (combination of) family policies may
be inclusive to a wide range of families across the full width of the income
distribution.
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