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Abstract. When estimating earnings equations for men in the United States, a
dichotomous variable for whether or not the man is currently married is often in-
cluded as a regressor. The coefficient estimate for this variable is most usually
large and significant. However, there is rarely much discussion of the marriage ef-
fect. This effect is central to this study, which contributes to the understanding
of this statistical association in two ways. First, it shows that the relationship
exists in almost all of the fourteen developed countries examined and across
several different time periods. Controlling for age, and, when available, educa-
tion, race/ethnicity, hours worked, and location, marriage differences in annual
earnings in favor of currently married males range from 0% to 30%. Second, it
finds that there are important differences between those who are separated,
divorced, widowed, and never married.

1. Introduction

In the United States it has been noted for some time that currently married men
earn substantially more than unmarried men. This difference arises whether one
measures earnings as annual earnings or hourly wages. It also persists when
education, age or experience, race, and other detailed controls are included in an
earnings equation (see, for example, Griliches 1976; Hill 1979; Bartlett and
Callahan 1984).

Although studies have found large differences in the earnings of men by
marital status in the United States, the reason for the observed differences has not
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been well established. There are several hypotheses that have been put forth
attempting to explain these differences. Four of the most commonly proposed
hypotheses are: (1) productivity differences (Korenman and Neumark 1991),
(2) selection into marriage, (3) discrimination by employers, and (4) omitted un-
observables (Cohen and Yitchak 1991). The first hypothesis suggests that mar-
riage per se makes workers more productive. This may occur through specializa-
tion by spouses (Becker 1981), or perhaps that a married man feels a stronger
sense of responsibility because he is contributing not only to his own well-being
but also to that of his wife and family. The second hypothesis proposes that in-
dividuals who are financially successful are more attractive marriage partners
and, therefore, are more likely to be selected into marriage. The third hypothesis
suggests that employers have some preference for married men and thus dis-
criminate in their favor. The fourth hypothesis is that marriage is simply cor-
related with unobservable characteristics that are rewarded in the labor market.
(See Korenman and Neumark (1991) for a more complete discussion of the poten-
tial causes of the relationship between marital status and earnings). In addition,
institutional factors specific to each country may explain differences in the rela-
tionship between marital status and earnings across countries.

This research note contributes to the understanding of this statistical associa-
tion in two ways. First, it demonstrates that this relationship persists across almost
all fourteen countries considered and across several time periods. The coefficients
on marital status are found to be statistically significant and quite large in most
countries. Controlling for age, and, when a available, education, race/ethnicity,
hours worked, and location/region, marriage premiums in annual earnings in
favor of currently married males range from 0% to 30%. Second, it finds that
there are important differences for marital categories other than currently mar-
ried; a simple dichotomous variable for currently married loses some of the infor-
mation that is to be learned about this relationship. After a discussion of the data
and the specification of the earnings equations which are estimated, the relation-
ship between earnings and marital status is examined. A final section summarizes
the resuls.

2. The data, and specification of earnings equations

In April of 1983 the government of Luxembourg began sponsorship of the Lux-
embourg Income Study (LIS). The LIS was established to “ .. gather in one cen-
tral location, the Center for Population, Poverty and Policy Studies in Walfer-
dange, Luxembourg, sophisticated microdata sets which contain comprehensive
measures of income and economic well-being for a set of modern industrialized
welfare states” (Smeeding et al. 1988). As a result of their efforts, the LIS data
bank permits analyses of the fourteen countries examined in this study: Australia,
Canada, France, West Germany, Israel, Italy, Luxembourg, Netherlands, Norway,
Poland, Sweden, Switzerland, United Kingdom, and the United States. Data are
available for two years for Australia and the United States. Thus, sixteen different
data sets are analyzed. Table 1 contains the original source for each data set. The
carliest data are from 1979 and the latest are from 1986. Each data set represents
a national sample for the population in the given country and year. Details of the
data are given in Smeeding et al. (1988).
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Table 1. Description of the Luxembourg Income Data Sets including control variables available in

each data set

Country/ Original Data Set Age Education Hours Race/ Location Farm
Year Ethnicity residence
Australia Income and housing X X X
1981 — 1982  survey

Australia Survey of consumer X X
1985—-1986  finances

Canada Survey of consumer X X X
1981 finances
" France Survey of individual X

1979 income tax returns

Germany Transfer survey X X
1981

Israel Family expenditure X X

1979 survey

Italy Bank of Italy income X

1986 survey

Luxembourg Lux. household X

1985 income survey

Netherlands  Survey of income and X

1983 program users

Norway Norwegian tax files X X
1979

Poland Polish household X X
1986 budget survey

Sweden Swedish income X X
1981 distribution survey

Switzerland  Income and wealth X X X
1982 survey

UK Family expenditure X X
1979 survey

uUs March current X X X
1979 population survey

uUs March current X X

1986 population survey

“x ” indicates that the variable is available for that country and year and that it is controlled for in
the regression analysis.

The empirical analysis consists of estimating log earnings equations for each
country and year. The sample is restricted to those men who are heads of
households and 25—~ 55 years old. The dependent variable investigated is (log) an-
nual earnings. In three countries (Italy, Luxembourg, Poland) the earnings data
which are available are net of taxes; gross earnings is available for the remaining
countries. Because the log earnings equation excludes those without positive earn-
ings, it is possible that sample selection may bias the coefficient estimates. Using
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data from Germany which are different from the data used here, Merkle and Zim-
mermann (1992) find some evidence that those who are married are less likely to
be unemployed, although the relationship does not persist when various sub-
samples of their data are examined. However, there is very little difference in the
proportion with positive earnings between those who are married and those who
are not for most of the cases examined here. In only three of the sixteen cases (Ita-
ly, Netherlands, Norway) is the difference in the percent with positive earnings be-
tween those who are married and those who are not greater than six percentage
points. This suggests that sample selection is not likely to be a problem, at least
within thirteen of the sixteen countries/years. In each of three remaining coun-
tries — Italy, Netherlands, and Norway — married men are more likely to have
positive earnings. However, the coefficient estimates on marital status for these
countries are of similar magnitude to most other countries examined. (See Table
2, which is discussed below). Although sample selection is still a potential con-
founding factor in these countries, the weight of the evidence across the sixteen
countries and years, as is demonstrated in Table 2, suggests that the variation in
earnings across marital states is not an artifact of differential sample selection.

The covariate of central focus, marital status, is coded differently in each data
set. For some, several different marital states are identified and coded. For others,
there is simply a dichotomous coding of whether or not the respondent is current-
ly married. Table 2 lists the marital states identified in each country.

The control variables available for each country are also given in Table 1. The
controls include age, education, hours worked, race/ethnicity, location of
residence, and farm residence. Age is represented by 5 indictor variables cor-
responding to 6 age categories: 25—29, 30—34, 3539, 40—44, 45—49, 50-55.
Sensitivity analysis included specifying a quadratic in age; however, estimated
coefficients on the marital status variables did not change substantively when this
was done. The education specification varies significantly across countries, partly
because the education systems are quite different. In the United States and Israel,
information on single years of completed education is available. In these cases,
a quadratic in education is specified. Various levels of education are indicated for
all other countries for which data on education are available. For these countries,
indicator variables representing each level of education are used in the specifica-
tion, with the omitted reference group being the education level containing the
largest share of individuals.

Hours worked consists of a control variable for whether the respondent works
full time. This varies slightly across countries and years; in some instances the
control is for “full time/full year”, for others it is for “full time”, and for still
others it is “at least 35 hours of work per week”. Race/ethnicity also varies among
countries. In the United States, it is an indicator variable for whether the respon-
dent is white. For Australia, Luxembourg, and Switzerland it is an indicator for
whether the respondent is a national of that country. For Canada, the control is
for whether the person was born within Canada. For Israel, it is a set of 4 in-
dicator variables representing 5 categories: not Jewish, Jewish born in Europe or
America, Jewish born in Asia/Africa, Jewish born in Israel, or missing data. Farm
residence is an indictor variable for whether the respondent resides on a farm.
Finally, the controls for location of residence also vary across countries. In
general, the controls are for specific cities or regions, or, in some cases, the popu-
lation of the region in which the individual resides.
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3. Empirical relationship

Log earnings equations are estimated for each country and year. The variables in
the model include indicator variables for each of the marital states (with never
married/not married as the reference category) as well as all of the available con-
trols listed in Table 1 and discussed in the preceding paragraphs. The parameter
estimates for the marital status variables are reported in Table 2. The full regres-
sion estimates are available from the author upon request. The R-Squared and the
number of observations are also given in Table 2. The absolute value of the ¢-
statistics are reported in parentheses, and they are based on White (1980) standard
errors. The t-statistics based on conventional standard errors (not reported) are
very similar, and they lead to the same qualitative conclusions. This is consistent
with Wagner and Lorenz (1988), who also use the LIS data. They find that the
estimated variances of the coefficient estimates in log earnings equations are very
similar when calculated with the conventional method and with White’s (1980)
method.

Statistically significant differences are found across marital states in all but
two of the sixteen cases. In general, those men who are currently married have
the highest earnings. In seven of the cases the difference between married men
and not or never married men is over 20%. The difference is between 10 and 20%
in another five cases. The differences by marital status are large, especially when
viewed in relationship to the effects of other important covariates such as educa-
tion. In the United States, the returns to an additional year of schooling is about
7%. Therefore, the marital status difference is equivalent in magnitude to a dif-
ference in schooling of about two to four years.

In four cases a comparison between divorced and separated men can be made.
In only one case, the United States in 1986, is a statistically significant difference .
found, and the estimates imply that those who are divorced have higher earnings
than those who are separated. In addition, in this case those who are separated
earn no more than those who have never been married. However, in the three
other cases in which those who are separated can be identified, the separated men
earn significantly more than those who have never married. The amount of the
differential is large, with separated men earning 15—25% more than those who
have never married. But in each case those who are currently married earn at least
as much or more than those who are separated.

In four of the nine cases in which widowers are identified they do not earn
a significantly different amount than those who have never married. However, in
three of the cases (Germany, Israel, and United States 1986) the widowed earn sig-
nificantly more than the never married, with a difference of as much as 48 log-
points. However, only a very small fraction of the sample are in fact widowed. In
the sample for each of the three countries, Germany, Israel, and the United States
1986, the percent who are widowed is 0.61%, 0.22%, and 0.34%, respectively.

In many cases, previous studies of earnings have distinguished between only
those who are currently married and those who are not. The results from Table 2
imply that aggregating marital states is often not appropriate, with substantively
important and statistically significant differences between those who are
separated, divorced, widowed, and never married. Moreover, by aggregating these
groups, the differences between the married and the non-married is not as clearly
defined. To demonstrate, the models reported in Table 2 were re-estimated with
all “non-married” states collapsed into one reference category. The coefficient es-
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timate on the indicator for whether the man is currently married, along with the
¢-statistic, are reported in brackets for each country in Table 2. In several cases the
coefficient estimate on the indicator for whether the man is currently married is
substantially different when the reference group is altered. Of course, this is ex-
pected, given the fact that differences in earnings were found among those who
are separated, divorced, widowed, and never married. These estimates highlight
the fact that information is often lost when these groups are not disaggregated.

There are two countries for which data is available at two time points, and the
differences in earnings across marital states varies over time in both. For the
United States, the difference between the married and nor married is 20.7 log
points in 1979. The difference between those who are married and those who are
never married is 29.9 log points in 1986. The difference in these two estimates is
due to the fact that the separated, divorced, and widowed are grouped in the “not
married” category in 1979 but are separately identified in 1986. For Australia, the
differences by marital status are lower in the 1985/86 data relative to the 1981/82
data. Moreover, if the control for farm residence is excluded from the 1981/82
analyses, which is not available in the 1985/86 data, the estimates of the dif-
ferences by marital status are not altered substantially. Although both years con-
tain controls for education, the information on education varies between years
with more categories distinguished in 1981/82, and those categories which are
identified in 1981/82 cannot be cleanly collapsed into those identified in 1985/86.
This difference in education may account for the differences in the coefficient
estimates for marital status between the two years.

4. Summary

This study finds that there are large and statistically significantly different earn-
ings between men of different marital states. Controlling for age, and when avail-
able, education, region/location, hours worked, and race/ethnicity, those men
who are currently married earn, on average, 0—30 percent more than those who
are not married. In addition, there are important differences among those who
are not currently married. In most cases, both separated and divorced men earn
more than men who are never married but less than those who are currently mar-
ried. These findings imply that models of earnings in previous studies which have
not distinguished between those who are separated, divorced, widowed, and never
married are mis-specified. The behavioral models relating marriage and earnings
should be broaden to examine the implications of being never married versus
separated versus divorced versus widowed. Finally, given that this research note
has found substantial variation in the relationship among countries, the natural
next step would be to attempt to explain the differences across countries by, for
example, institutional and cultural factors. These last two considerations are left
for future research.
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