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CHAPTER I: INTRODUCTION

The Purpose of the Study
The purpose of this study is to investigate the impact of the
employment of the wife outside of the home on the accumulation of family
assets as measured by the acquisition of home ownership and the
accumulation of equity in an owner-occupied dwelling. The purpose is
accomplished through a longitudinal analysis of data from the Panel Study
of Income Dynamics.
The study is limited to husband-wife households because of the
interest in ascertaining the contribution of the second income in the
household to obtaining equity in a home.

It is assumed that in most

households the major wage earner is the male.

Home ownership has been

well-established as a norm of society, but it has become extremely
expensive in recent years. It may be that the added contribution of the
wife's income to family income allows couples to attain the ownership of a
home.
A wife could contribute to financial assets which are needed to
acquire and/or accumulate home equity in two ways. She could free more of
the current income by shrewd consumption and by using her time in home
production or she could contribute to those financial assets by working in
the market in order to increase the family income.
concerned with the latter means.

This study is

For the purpose of this study,

"employed" means working in the market for remuneration and "nonemployed"
means that the woman does not receive remuneration from the market place.

2

The Importance of the Study
The trend of increasing numbers of married women entering the labor
force began in 1940 when married women were recruited to the work force
during World War II and it has continued since then. Labor force
participation rates for married women did not decline in the postwar
period so that now more than half of all married couples are multiearner
families (Fox & Hesse-Biber, 1984; Waldman, 1983; U.S. Department of
Labor, 1983). Between 1960 and 1975, two-worker families (husband and
wife) increased from 23 percent to 30 percent of all families (Masnik &
Bane, 1980). The number of working mothers has increased more than
tenfold since the period immediately preceding World War II (U.S.
Department of Labor, 1982; Weiner, 1985).
Over half the growth in married labor force participation occurred
during the 1970s, largely among those with school-age children.

However,

since 1980, most of the increase has been among those with preschool
children (Smith, 1977; Klein, 1975; U.S. Department of Labor, 1983).
In March, 1970, 39.7 percent of white wives and 52.5 percent of black
wives worked; the corresponding numbers in March, 1983, were 51.0 and
60.8, respectively (Hayghe, 1983). Black wives historically have been
more likely to be in the labor force than white wives (Hoffman & Nye,
1974). In the third quarter of 1985, 53.7 percent of all married women
participated in the labor force.
In 1970, the participation rate of married mothers ranged from 24
percent for those whose youngest child was less than a year old to 57
percent where the youngest was 14. In March, 1983, the rate for mothers
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of infants was 45 percent, with rates for those with children 2 to 5 years
old falling in a narrow band between 50 and 57 percent.

The rates for

mothers with school-age children concentrated in an almost equally small
range between 60 and 67 percent (Waldman, 1983).
The presence of a large number of married women in the labor force,
even those with very small children, gives no indication of changing in
the near future. Further evidence in support of the stability of this
trend is that the forces that kept the wife out of the labor force in the
past have tended to decrease while forces that encourage participation
have tended to increase or remain constant (Ferber, 1982; Waite, 1976).
To families, this trend indicates the potential for increased consumption
or savings.

It means that families may have more or different options

open to them.
The trend also indicates that more families have a buffer against poor
economic times in the macroenvironment.

With the rising incidence of

multiworker families comes the greater likelihood that there will still be
a worker in the family when someone becomes unemployed.
With more wives in the labor force than ever before, families may
begin to consider her income as a permanent part of family income. The
implications of such a phenomenon are not fully known.

There is a great

need for learning more about the effects of the labor participation of
wives on the family and its individual members at all stages of the life
cycle.
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The Permanent Income Hypothesis
A family's net worth position is a reflection of past saving
behavior. The level of income is an important determinant of saving
behavior.

Although size of family income has been found to be positively

associated with saving, the influence of sources of income such as wife's
earnings is unclear.
According to the permanent income hypothesis, it is not the variation
in total income but the relative sizes and variations in short-run and
long-run components of income that strongly affect saving patterns
(Friedman, 1957; Mincer, 1960). This hypothesis incorporates the
assumption that the wife's earnings are considered more transitory than
other income sources which leads to a greater marginal propensity to save
from the wife's earnings (Friedman, 1957).
The labor force attachment of wives is now more permanent than when
this hypothesis was first proposed.

Thus, the impact of sources of income

on family saving behavior may have changed, assuming that the hypothesis
originally reflected the actual relationship. In fact, Holbrook and
Stafford (1971) found that the propensity to consume income from earnings
is almost exactly the same, whether it was earned by the head of the
household or by the spouse of the head. The authors suggest that the
growing participation of wives in the labor force will have little or no
impact on aggregate saving behavior.
It has also been hypothesized that, other factors being equal,
families with an employed wife would have lower savings rates than
families with a nonemployed wife.

Factors such as increased job-related
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expenditures, greater substitution of market goods and services for
household production time, and/or preference for improvement in level of
living over financial security in families with nonemployed wives are
often given as reasons for these differences in savings rates.
Existing research has not shed much light on which hypothesis is
closer to reality.

In addition, few studies have examined the influence

of the wife's labor force participation on family saving behavior or
family net worth.
Two studies (Abdel-Ghany et al., 1983; Rucker, 1984) analyzed another
type of transitory income, windfall income. The findings of those studies
indicate that when windfall income is small relative to regular income,
the marginal propensity to save windfall income is less than the marginal
propensity to save regular income. This finding rejects Friedman's
permanent income hypothesis. If the family responds to wife's income as
it does to windfall income, perhaps when the wife's income is small
relative to the remainder of family income, the likelihood increases that
her income will be spent instead of saved.

The Conceptual Model
Based on the theoretical background, some generalizations can now be
made and a conceptual model constructed (Figure 1), The employment status
of the wife in families where both the husband and wife are present is
influenced and constrained by household composition, resources, and
constraints. The income that a wife's employment provides can affect
asset accumulation even after controlling for the household composition.
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resources, and constraints.
It is necessary to ascertain which factors influence and constrain
asset accumulation in order to control those factors when testing a model.
With the conceptual model now in place, relevant studies will be examined.

Sociodemographic
Characteristics

Employment Status
of the Wife

Asset
Accumulation

Figure 1.

Conceptual Model
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CHAPTER II:

REVIEW OF LITERATURE

In recent years, there has been an increase in studies that have used
the participation of the wife in the labor force as a dependent variable.
Few studies have investigated the effect of the employment of wives upon
the accumulation of family net worth or consumption.

The permanent income

hypothesis views income as devoted either to consumption or saving.

As a

result, the literature review will include a general discussion of the
impact of the employment of the wife on consumption, but there is also
included detailed information on studies that investigate the impact of
the employment of the wife on net worth accumulation.

The final section

of this chapter reviews the literature relative to the factors influencing
the employment of the wife.

Employed Wives and Family Consumption
The research that investigated family consumption and wife's work
status can be divided into three areas, research on: (1) labor-saving
durables, (2) convenience foods, and (3) food eaten away from home. The
emphasis in this section of the literature review is the impact of an
employed wife on consumption even though the studies reported here had
much more information.
The ownership of durable goods does not seem to differ according to
employment status of the wife (Nickols & Fox, 1983; Foster, Abdel-Ghany, &
Ferguson, 1981; Reilly, 1982; Strober, 1977, Strober and Weinberg, 1980;
Weinberg and Winer, 1983). The critical determinant of the ownership of
durable goods is total family income (Foster, Abel-Ghany, & Ferguson,
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1981; Holbrook & Stafford, 1971; Nickols & Fox, 1983; Reilly, 1982;
Scanlon, 1981; Strober & Weinberg, 1977); the relationship between the two
variables is positive.
Two studies found no significant differences between families with an
employed wife and families with a nonemployed wife in their consumption of
convenience foods (Anderson, 1972; Reilly, 1982).

Redman (1980), on the

other hand, reported that employed wives buy more prepared foods than
nonemployed wives.
The evidence is not conclusive that families with employed wives do
or do not eat more meals away from home then families with nonemployed
wives, Redman (1980) and Kinsey (1983) found that families with an
employed wife did not buy more away-from-home meals than families with a
nonemployed wife.

However, several authors reported that families with an

employed wife did eat out more frequently than their nonemployed
counterparts (Hacklander, 1978; Nickols & Fox, 1983; Ortiz et al., 1981,
Rizek & Peterkin, 1979).
One of the ways the wife's income can be used is consumption.
According to the literature, the consumption of convenience foods, durable
goods, and food away from home does not seem to differ according to
employment status of the wife.

The Effect of Wife's Employment Status on Family Net Worth
The increase in the wife's labor force participation means that the
family has additional income for its use in consumption or savings.
income is beyond the husband's income which is often described as

This
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permanent income using Friedman's hypothesis.

This study is particularly

interested in the effect of the wife's employment on the accumulation of
home equity, a large part of net worth accumulation for most U.S. families
(Kain & Quigley, 1972).
The studies that will be reviewed in detail here are those that
investigated the relationship between wife's employment status and net
worth accumulation. The studies include both cross sectional data and
panel data but because of the dynamic nature of the dependent variable,
panel data are more appropriate for such research. In addition to the
findings, factors that are of concern when reviewing these studies
include:

the variables in the models, the sampling frame, the

specification of the models.

Panel studies
Hefferan

Data used in the Hefferan (1982) study were collected as

part of the 1972-1973 Expenditure Survey. The respondents (18,903) were
interviewed every quarter over a 15 month period.

The author divided the

data set into two subsamples. She developed a model on one half and used
the second half to validate the model.
The dependent variables were two measures of savings (net worth
change and total net investment). The independent variables in her study
were income adequacy, number of workers, contribution of the second
worker, total assets, housing tenure, education of the household head,
social class, and stage of the family life cycle. Income adequacy was
measured as disposable household income divided by the USDA economy food
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plan times three.

Contribution of the second worker was the earnings of

the second earner divided by the total household income.
Housing tenure was the most important determinant of the level of net
worth change.

Net worth change was not related to sources of earnings,

but contribution of the second earner was negatively related to the total
net investment measure.

Net worth change was more influenced by asset

variables than income variables.

In absolute dollars, as well as

proportion of total income, two earner families saved less than one-earner
families.
Hefferan's study had several major weaknesses that make it less
definitive than would be desired.

The 15 month period was not a long

enough period to accurately investigate changes in the flow variables.
Income adequacy and the contribution of the second worker were closely
related because household income was a part of both measures.

The

interpretation of the contribution of the second worker measure was
unclear. Two families could have the same ratio but in one case it could
be because the earnings of the second worker are high in comparison to a
high total household income and in the other case, it could be because the
total household income is low.
Foster and Metzen

Foster and Metzen (1981) investigated the

impact of wife's employment and earnings on family net worth accumulation
by using data from the cohort of mature women, age 30-44 in mid-1967, who
were interviewed in connection with the National Longitudinal Surveys of
Labor Market Experience.

The sample included only those respondents

married for the first time before 1967 and who resided with their husbands

12

during 1967-1972 period.

In addition, a respondent must have provided

information on all characteristics of interest in this research in order
to be included in the sample.
Their dependent variable was dollar change in family net worth
between 1967 and 1972.

The independent variables they incorporated into

the study were:
wife's income (1966)
change in wife's income (1967-1971)
number of weeks wife worked between 1967 and the 1972
survey
family income (1966)
change in family income (1966-1971)
net worth (1967)
wife's age (1967)
wife's education (1967)
wife's race
number of family members (1967)
change in number of family members (1967-1972)
number of years married (1967)
change in home-ownership status (1967-1972)
Some analyses were done on the entire sample.

Additional analyses

were done with the sample partitioned into four groups based on their 1967
net worth. The greatest influence on net worth change was exerted by the
family income variables.

Both dollar change in family income and 1966

family income were positively associated with change in net worth. Change
in wife's income was negatively related to change in net worth.

Home

ownership had a positive influence on change in net worth.
When the sample was segmented into four groups on the basis of 1967
net worth, independent variables had differential impacts on net worth
change. For each group, the multiple regression model explained a much
greater proportion of the total variance than it did for the sample as a
whole.
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The sample is somewhat narrow in that it only included middle-aged
women. There also may have been bias associated with the data if only
those who answered all the questions were included. By dividing the
sample into four subsamples based on initial 1967 net worth, a better
picture of the relationships was obtained that was lost when analyzing the
entire sample.
Ferber and Lee

Ferber and Lee (1980) investigated asset

accumulation in early married life.

The data used in this study were from

two sample panels in Illinois. The data for the Peoria and Decatur
samples started in 1968 and included three periods (1968, 1974, 1976);
for the Chicago panel, the data started in 1973 and included two periods
(1973, 1975). The husband had to be 30 years of age or less at the start
of the interviews and had to be in his first marriage.
There were three dependent variables:

net assets, gross assets, and

total debts. There were two net asset equations.

They both included all

of the independent variables. However, one included gross assets as an
independent variable and the other net asset equation included total debts
as an independent variable. The independent variables included income
variables, demographic variables, asset variables, and whether the wife
works.
Total debt was affected by home ownership.
related to gross assets.

Net assets were closely

Home ownership influenced net assets strongly

and negatively when gross assets were included in the net asset function
in both panels. Income was significantly associated with gross assets
only in the Chicago panel.

Education and age of the husband were
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correlated with the financial variables for Peoria-Decatur, but only age
was positively associated with asset holdings for the Chicago panel.
The results of the study by Ferber and Lee (1980) must be viewed with
a questioning eye because the model was misspecified.

Net assets were

defined as the difference between total debt and gross assets and yet each
net asset equation had one of the component variables in it. No
accommodation was allowed for demands upon household income because there
was no measure of household size included in the set of independent
variables,
Williams and Manning

Williams and Manning (1972) investigated a

sample of sixty families from rural and urban areas in Indiana who
volunteered to keep records for two years.

Detailed financial records

were collected monthly.
The dependent variable was dollar change in net worth. The
independent variables included various income variables, a credit use
variable, and several variables that dealt with the components of net
worth.
Dollar change in net worth was found to be associated with initial
net worth size.

Credit users had lower levels of net worth change. There

was a negative relationship between the size of the mortgage and change in
net worth.
Net worth changes were observed relative to certain demographic
characteristics of the families but were not examined statistically.
Self-employment and home ownership appeared to be better indicators of
high net worth change than other demographic data.
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Smith and Ward

Smith and Ward (1980) utilized the Panel Study of

Consumer Durables and Installment Debt from the years 1968 through 1970 to
ascertain the effect of family size on asset accumulation. The sample
included only those couples who were married with the spouse present for
the complete duration of the panel, a total of 494 households.
The dependent variables were family net worth and several net worth
composition variables.
groups:

The independent variables were grouped into three

economic, demographic, and family composition variables.

Marriage duration was a dummy variable depending upon whether the marriage
duration was less or more than 9 years. To allow younger and older
children to have differential impacts the number of children more than
four years old and less than five were entered separately.

The net effect

of young children is to depress savings for young families but to increase
savings for marriages of duration greater than five years.
Wife's education which Smith and Ward (1980) used as a proxy for her
contribution to permanent income, had a significant positive impact on
family net worth.

The authors found that the length of marriage affected

the composition of the asset portfolio;

the longer couples were married,

the more their assets were transferred from financial, liquid forms to
durable components.
Hunt and Chenoweth

Hunt and Chenoweth (1984) investigated the

association between socioeconomic and labor force variables and family
financial resource variables, one of which was net worth. The data were
from the National Longitudinal Surveys of 3,942 mature women (ages 30-44)
who participated in the surveys from 1967 to 1977.

The socioeconomic
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variables were measured as of 1967, assets were measured as of 1977,
The labor force attachment variable was a longitudinal index
measuring women's job activity as described in Maret-Havens (1977). The
index includes the number of weeks worked by the respondent since leaving
regular school weighted by the hours worked per week.

The research

included the health of the respondent as an independent variable.
Variables that were significantly related to net worth were race,
total family income, age of the respondent, number of dependents, and
residence. The profile for respondents with the highest net worth was
that they were nonblack, had a high total family income, were older, had
few or no dependents, and resided outside the central city. Total family
income was the greatest single determinant of family net worth.

Analyses

revealed that labor force attachment did not have a significant
relationship with any of the examined components of family financial
resources.
Given that the analyses included dependent variables pertaining to
the financial holdings for the entire household, the conceptual research
model utilized in the Hunt and Chenoweth (1984) paper had some serious
omissions, such as the husband's labor force variables. The research did
not take advantage of the richness of the longitudinal data because they
did not take into consideration the changes that might occur in a ten year
period, for instance, in the number of dependents.
only a subgroup of the population, mature women.

The findings were for
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Cross sectional studies
In another study, Hefferan (1979) used an occupationally stratified
sample of 100 intact, nuclear families in Central Pennsylvania. The
families provided current and retrospective data on expenditures and
savings. The dependent variables were net worth change and total net
investment. Independent variables included number of workers, family
income, age of the head of household, family size, and years of schooling
of the head of household.
Level of income and education of the primary wage earners were
significant predictors of net worth change.

Number of workers made a

significant contribution to the explanation of the variance in saving when
it was measured by increase in net worth but not when it was measured by
increase in liquid assets.
Foster (1981) described the cross-sectional analyses of the
relationship between wife's earnings and family net worth in 1967 and 1972
as well as the longitudinal analysis discussed in Foster and Metzen
(1981). In both analyses, family income made by far the greatest
contribution to explained difference in net worth, although the variable's
contribution was substantially less in 1972 than in 1967.
The second greatest contribution to total variance in both analyses
was home ownership status. The amount contributed to explained variance
by this variable was greater in the 1972 survey.

Wife's earnings were not

significant in explaining variance in 1967 net worth.

In 1972, however,

wife's earnings were negatively associated with net worth.
Foster and Rakhshani (1984) used the 1973 data from the 1972-1973
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Consumer Expenditure Survey data to examine the influence of wife's
employment upon total wealth, financial assets, and home equity.

Family

income, wife's employment status, family size, husband's age, education,
race, and home ownership status were the independent variables.
The regression model explained much more of the variance in home
equity and total wealth than in financial assets. Family income exerted a
positive influence on all three dependent variables.

Both part-time and

full-time employment were negatively associated with level of financial
assets and level of total wealth.

Mean home equity was $2,980.51 lower

among families of full-time working wives.
Family size had a negative influence on the level of financial assets
and the level of total wealth.

Husband's age had an positive influence on

home equity. For all variables the wealth differential increased with
each succeeding level of education.

Families in which the head was black

had substantially lower mean total wealth and mean home equity than
families in which the head was not black.
Home ownership had a pervasive, positive influence on wealth
accumulation. The total wealth differential between homeowners and
renters was much greater for homeowners without mortgages than for
homeowners with mortgages.

Home owners with mortgages had higher levels

of home equity than did homeowners without mortgages.
Hanna (1974) investigated the determinants of home ownership by using
the 1971 Panel Study of Income Dynamics. The sample included only husband
and wife families and only families where the husband was between 25 and
54. The total sample size was 1,773.

Although the data were part of a
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panel study, only a cross-section of the data were used.
Hanna found that the probability of home ownership was high for high
income families, for families with heads that are relatively old, and for
white families. Families with working wives had a lower probability of
home ownership than families with nonworking wives.

Families with more

than two members had a significantly higher probability of home ownership
than couples with no children.
There was a steady, significant increase in home ownership rates with
the increasing age of the husband.

Nonwhite families had a lower

probability of home ownership than white families.

The frequency of home

ownership was lower for urban areas than for rural areas.

Conclusions from previous research
Strength of home ownership

One of the overwhelming results from

these studies is that home ownership explains most of the variance in net worth.

In all of these studies, home ownership was an independent

variable.

Only Foster and Rakhshani (1984) used both total wealth and

home equity as dependent variables.

Because home equity is such a large

part of net worth for most families, it must be treated as a dependent
variable if one wants to isolate the effect of demographic variables upon
it.
Relationship between wife's employment and net worth

One other

notable finding in most of the studies is the negative association between
employment of the wife and change in net worth. The implication of this
finding is that part of the income goes to increased consumption rather
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than to asset accumulation.

We know from the literature that the wife's

income is not spent on consumption of convenience foods, durable goods, or
food away from home but it still could be used for other consumption items
like educational expenses or recreation. It could also be spent on
increased job-related expenses or to an increased debt load through
substitution of market goods and services for household production time
and/or preference for improvement in level of living over financial
security.
Measuring wife's contribution to net worth

In trying to discover

the wife's contribution to net worth, several measures were used.

Those

measures include number of workers, a ratio of wife's earnings to total
household income, number of weeks worked, wife's income, and wife's
employment status.

Wife's employment status implies a contribution to net

worth and a constraint on home production, but no measure of the extent of
that contribution is achieved.

Number of workers is a similar type of

measure in that it does not isolate the contribution of the wife if there
are other workers in the household. The meaning of ratios is unclear
because two families can have the same ratios but for very different
reasons.
Either wife's income, hours worked or number of weeks worked is often
used when measuring the impact of working wives.
thought of as measuring different things.

The indicators could be

Earnings are a resource and

hours or weeks worked is more of a constraint.

Many time studies indicate

that it is the wife who does most of the household tasks and when she
works she does not significantly reduce the time spent in those tasks.

As
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a result, both hours worked and weeks worked seem to be measuring the
constraint on the time she has for those tasks.
Using change variables

Several of the studies that used panel

data incorporated "change" variables like change in wife's income from
time one to time two.

It must be kept in mind that, when using change

variables, there will be the "regression effect."

If the initial value of

the variable is either very high or very low, the value of the variable
will most likely move to the middle of the range of the variable after
time has passed.
Sampling frame

The studies that have investigated the

relationship between the employment status of the wife and family net
worth have used varied types of samples. Some used rather small samples
and another used a sample of

volunteers.

studies, but with certain limitations.

Several studies used panel

A 12 to 15 month period is a short

length of time in which to investigate a variable like net worth.

Others

used rather narrow samples such as young married couples or couples in
their middle years.

A better picture of what happens at various stages of

the life cycle can be obtained if all ages are included.

A bias was

introduced into several studies by including only those respondents who
answered all questions.
Specification of the models

Many of the studies included both

family income and wife's income within the same equation predicting net
worth.

If the researchers did not do that, they would include two

variables, perhaps ratios, that were not independent of one another.
Doing so creates a problem of misspecification of the model and a
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violation of an assumption of regression. By including both family income
and wife's income in the same equation, the variables are not independent
of one another.
Measuring wife's employment

Employment status of the wife has

been measured differently among the studies reviewed for this study.

Some

authors have used a dichotomous variable of employed and nonemployed
(Anderson, 1972; Douglas, 1976; Reynolds et al., 1977; Strober & Weinberg,
1977, 1980; Sweet, 1970). Peck and Nickols (1984) prefer a five option
classification of labor force status: (1) employed, (2) self-employed, (3)
unemployed, (4) discouraged worker, and (5) nonemployed.

Still others

have used a three-way classification of nonworking wives, wives in dualincome marriages, and wives in dual career marriages (Allen & Schaninger,
1980; Bartos, 1978; Murphy and Staples, 1979; Rapoport & Rapoport, 1971;
Schaninger & Allen, 1981).
A group of authors have used a continuous variable such as weeks or
hours worked (Abdel-Ghany, 1979; Foster & Metzen, 1981; Maret-Havens,
1977; Ortiz et al., 1981; Smith & Ward, 1980). Hefferan (1982) used
number of workers to indicate the employment status of the wife.

Many of

the classifications other than the continuous measures of the employment
status of the wife are only measuring the impact of the employment status
itself whereas the continuous measures are assessing whether the extent of
that status makes a difference.
Measuring family demand on income

There is a relationship between

the income a family has and the demands that are placed on that income.
In order to assess this relationship, some authors have used a measure of
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income adequacy (Cramer, 1980; Abdel-Ghany, 1979; Hefferan, 1982; Metzen &
Helraick, 1975).

The income adequacy variable is a ratio and it is a type

of poverty index. The numerator of the ratio is the husband's or some
other family members' earnings excluding the wife's earnings. The
denominator is a measure of the essential income needed to sustain the
family for a year based on its consumption.
A superior way to assess the relationship of family income and the
demands on that income is to include in the equation all variables of
interest like number of family members and ages of family members (Ferber
and Lee, 1980; Foster & Metzen, 1981; Hefferan, 1979; Smith fi Ward, 1980;
Williams & Manning, 1972). The income adequacy variable confounds the
income part of the variable with the family composition part of the
variable.

If both parts of the income adequacy variable are included in

the equation separately both are taken into account but it is much simpler
to see the effect of each.

Also, there is some concern about the

arbitrariness of the denominator.
is used.

Most often the USDA economy food plan

Other indicators of the demand of family composition could

change the variable and make comparisons across studies quite difficult.

Factors Influencing the Employment of the Wife
The employment of the wife outside the home generally adds to her
family's real income and, subsequently, is a factor in the level of living
attainable by the family. Her employment may affect the types and amounts
of goods and services purchased and used by the family.

Her employment

may also help determine the extent to which families may accumulate
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assets. Thus, it is important to understand the determinants of the
wife's work status.
Several studies have reported a negative relationship between wife's
labor force participation and husband's income (Bartos, 1978; Bowen &
Finegan, 1969; Cain, 1966, Hayghe, 1976; Mincer, 1962; Mincer, 1974; Ortiz
et al., 1981; Sobol, 1973; Sweet, 1970; Waldman et al., 1979). This
negative relationship indicates that economic need may be a major factor
in the wife's decision to work.

Abdel-Ghany (1979) found this situation

true for white wives but not for black wives.
There is a greater probability that the wife will work when her
husband is unemployed (Mincer, 1960; Waldman & Cover, 1972; Weil, 1961).
Husband's income is an important determinant of whether the wife works
part-week, full-week, or is not in the market (Long & Jones, 1980b).
Several other studies have also reported economic necessity as a
reason for the employment of wives (Caudle, 1964; Fox & Hesse-Biber, 1984;
Hacklander, 1978; Holmes, 1967; Rosenfeld and Perrella, 1965; Scanzoni,
1977; U.S. Department of Labor, 1982).

Economic necessity has sometimes

been defined by the wife as the need to maintain or improve her family's
level of living.

In 1965, Hafstrom and Dunsing reported findings that

indicated that somewhat more than two-thirds of the wives were working in
order to fulfill standard-of-living aspirations while they were young
enough to enjoy them.

Although labor force participation is still greater

among wives of men at the lowest earning levels, the greatest increase in
recent years has been among women whose husbands are at the highest
earnings levels (Ryscavage, 1979).

25

Mahoney (1961) indicated that age of the married woman is an
important moderator variable.

He found that married women under 30 sought

employment for a variety of reasons including family economic pressure.
Factors other than family income became more predictive after age 29.

The

factor that was particularly predictive was past employment experience.
Those over 40 worked primarily because they found it to be a satisfying
experience rather then because of economic need.
Savings goals have often been reported as a major reason for
employment as well. Hoffman (1975) found a relationship between wife's
employment and plans to send children to college.

In addition to this

finding, Morgan et al. (1962) reported a relationship between employment
status of the wife and plans to provide future support for parents.
Although it is not an emphasis in this study, there is a body of
literature that states that not only are economic factors important in
determining the employment status of wives, but social-psychological or
attitudinal reasons are also important in that choice (Bartos, 1978;
Ferber, 1982; Hafstrora and Dunsing, 1978; Sampson et al., 1975).

Notably,

attitudes of husbands and/or wives have been investigated (Arnoff, 1972;
Ferber, 1982; Ginzberg et al., 1966; Greenberg et al., 1961; Hacker, 1961;
Hafstrom and Dunsing, 1965; Mahoney, 1961; Morgan et al., 1962; Morgan et
al., 1966; Spitze & Waite, 1980; Waite & Solzenberg, 1976; Weil, 1961;
Wise & Carter, 1965).
One of the demographic characteristics that is often reported as an
important influence upon the wife working is the wife's education (AbdelGhany, 1979; Bartos, 1978; Bowen & Finegan, 1969; Ferber, 1982, 1984; Fox
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& Hesse-Biber, 1984; Gronau, 1977; Lopata & Norr, 1980; Mahoney, 1961;
Ortiz et al., 1981; Shapiro & Mott, 1979; Sobol, 1973; Sweet, 1970; U.S.
Department of Labor, 1982; Weil, 1961). The probability of employment
tends to increase with the wife's educational attainment.

Sweet (1970)

reported that the impact of the wife's education becomes more pronounced
when family income adequacy, age and child status are controlled.
Presence of preschool children is an important influence reported by
other authors (Abdel-Ghany, 1979; Bartos, 1978; Caudle, 1964; Darian,
1975; Gunderson, 1980; Hunt & Kiker, 1981; Johnson, 1980; Johnson &
Waldman, 1981; Long & Jones, 1980a, 1980b; Oppenheimer, 1973; Ortiz et
al., 1981; Sampson et al., 1975; Siegers & Zandanel, 1981; Smith & Ward,
1980; Waldman et al., 1979).

Young children have a negative effect on the

labor force participation of wives.

Smith & Ward (1980) found that the

reduction in working hours is significantly larger earlier in marriage.
Waite (1976), however, reported that the effect of presence of young
children on inhibiting employment by wives tended to decrease from 19401960.
Family size has been found to be an important negative influence on
wife's employment status (Cain & Weininger, 1973; Caudle, 1964; Clifford &
Tobin, 1977; Groat et al., 1976; Sobol, 1973; Weller, 1977). Mahoney
(1961) found size of family to have increased predictive power after
eliminating past employment history.

Jones (1982) added more explicit

detail to findings about the effect of family size.

She reported that

each birth itself, and also the cumulative number of children, has a
negative impact on employment, but after two to three children, the
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financial burden of the family creates significant counterpressure
favoring employment.

Two authors found that the negative relationship

between the wife's employment and fertility is stronger among whites than
among nonwhites (Clifford & Tobin, 1977; Weller, 1977).
A woman's health status is positively related to her labor force
participation (Long & Jones, 1981; Peck, 1981). A husband's disability
increases the likelihood that the woman will be in the labor force
possibly to compensate for the loss of the husband's earnings (Peck, 1981;
Weil, 1961).
Some of the demographic factors that are closely interrelated have a
positive effect on the wife's employment status and some have a negative
effect on her employment status.

It is not clear which of these effects

has the greatest impact, nor whether these effects differ under various
circumstances.

There is a greater probability that women with higher

levels of education will be employed than women with lower levels of
education.

On the other hand, it is more likely that women with higher

levels of education will marry men with higher levels of education and
hence higher incomes than women with lower levels of education (Benham,
1975; Sweet, 1970) and women who have husbands with high incomes have a
lower probability for employment than women who have husbands with low
incomes.

Ferber (1982) notes, however, that it is necessary only to

assume that education has a stronger positive effect on the value of work
in the market than the negative effect of husband's income in order to
sustain higher education as an explanation for the movement of married
women into the labor force.
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There are some interesting and contradictory interpretations that
address the association between educational level of a woman and her labor
force participation rate (Ginzberg et al., 1966; Mincer & Polachek, 1974).
The human capital literature reports that highly educated women withdraw
from the labor force to stay home with their children, presumably to
invest in the human capital of the child(ren) (Long & Jones, 1980b;
Leibowitz, 1974; Schultz, 1972). Leuthold (1981), using 1976 data from a
select sample of two-earner households, found no significant effect of
wife's education on market work, although education did increase the
wife's time in child care. Chenoweth and Maret (1980) found that
education is unimportant as a predictor of participation in the labor
force unless the woman has fewer than five years of education.
So far, the relationships that have been discussed deal with the
microenvironment of the family.

There are influences that affect the

wife's employment that come from the macroenvironment.

Increased

opportunities in the labor market have made increased participation by
women possible (Ferber, 1982). Changes in the attitudes of society toward
the working wife including reduced emphasis on the importance of the
housewife role and greater acceptance of the working wife have also
positively influenced wife's employment status (Bowen & Finegan, 1969;
Ferber, 1982).

Although the influences from the macroenvironment are not

the emphasis in this study, they need to be noted because they do help
explain the variance in the extent of the wife's employment.
It is clear that economic necessity accounts for movement of wives
from a nonemployed status to an employed status. That economic need,

29

however, does not always mean whether food is on the table or not but may
mean the need to maintain or increase the family's level of living.
Attitudes of husbands about the wife working to achieve that level of
living is also a vital factor in determining whether the wife works.
Nevertheless, demographic factors like wife's education, family size, and
the presence of young children have predictive power as well in
determining the extent of the wife's employment.

Summary of the Literature Review
This chapter has reviewed the studies that investigated the impact of
the employment of the wife on consumption and on net worth accumulation,
and factors influencing the employment of the wife.

The findings from

these studies seem to lend themselves to several conclusions.
The wife's income is not used for the consumption of specific items:
convenience foods, durable goods, and food eaten away from home.

It may,

of course, be used for other categories of consumption such as education,
travel and recreation.
The other option for the wife's income is savings. There is a
negative relationship between the employment of the wife and change in net
worth.

We know little, however, about what affects the acquisition of and

accumulation in home equity even though it is a large part of net worth.
It is obvious that there are certain demographic characteristics such
as husband's income, wife's education, and presence of young children that
have predictive power in determining the extent of the wife's employment.
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In any study incorporating the wife's employment, it is critical to
control for these factors to keep spuriousness in the model to a minimum.
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CHAPTER III:

METHODS

Included in this chapter are sections on the source of the data, the
model to be tested, the hypotheses, the statistical analysis, the use of
logistic regression, and a description of the variables.

The statistical

analysis comes before the section on the variables because it includes a
detailed explanation of each of the four models and the time frame
utilized in the study.

Having that explanation first allows for a much

simpler description of the variables.

Source of the Data
The data for this study are from the Panel Study of Income Dynamics,
a longitudinal survey conducted by the University of Michigan Survey
Research Center.

An initial national sample of about 5,000 households was

interviewed in 1968 and reinterviewed annually.

Members of the 1968

families who subsequently left the original household and formed new
households were also interviewed each year.

Cross-sectional samples

remain nationally representative and do not necessarily become
progressively older (that is, there were about as many young respondents
in 1976 as in 1968) (Survey Research Center, 1984).
All people in a panel family at the time of the previous year's
interview are accounted for in the current year of interviewing. They may
either remain in the family or they may have moved out to form a new
family.

Sample members 18 or older who move out and form their own

households or divorced members who form their own households were followed
and interviewed as new panel families.
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In 1973, to reduce costs, the study began taking the majority of
interviews by telephone rather than in person.

In-person interviews are

now performed only for respondents who do not have telephones, or who have
special circumstances that make a telephone interview infeasible.

The

interview averaged about one hour in length when it was conducted in the
households; the telephone interviews range from an average of 20 to 30
minutes in length.
A subsample of these data is used in this study. The subsample
includes all husband-wife families that remained intact and had the same
household head from 1979 to 1983.

For the purposes of this study, time 1

refers to data gathered in 1979 and time 2 refers to data gathered in
1983.

Most variables refer to the state of that variable in the year of

the interview.

Variables such as income require a complete year;

therefore, income reported in 1979 refers to income during the calendar
year, 1978.
Because of the continued increase in the participation of married
women in the labor force, it seems appropriate to use the most recent wave
of the Panel of Income Dynamics data for time 2. That wave was obtained
in 1983.

The period of five years was selected as the time frame between

time 1 and time 2 because it is a long enough time to assess change in the
dependent variables, yet it is not too long a time that it reduces the
sample size drastically. The longer the length of time between the two
points of time being analyzed, the greater the probability of losing
additional households because of the qualification that the same two heads
be present in the household at time 1 and time 2.
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Several sortings were done with the data.

First, all the variables

from 1978 through 1983 were sorted from the original variables that were
collected in 1968 through 1983.

Second, the data were sorted based on the

criterion that the couple needed to be married and married to the same
person from time 1 until time 2.

Lastly, the data were sorted based on

the criterion that the wife be between

18 and 65 years old. The final

sample size was 2292.
The data are weighted throughout the analysis.

The use of the

weights insures that the sample provides approximately unbiased and
consistent estimates of the population in the coterminous United States.

The Model to be Tested
Based on the conceptual model (Figure 1) and the findings from
previous studies reported in the literature, the empirical model to be
tested was developed. It is represented by Figure 2.

From this model,

certain general research hypotheses were developed, to be tested by
operational methods that will be discussed later in this chapter.

The Hypotheses
Home ownership is a function of the wife's wages from employment
when controlling for selected household characteristics.
Among those who rent at time 1, changing from renter status
to owner status is a function of the wife's wages when
controlling for selected household characteristics.
Home equity is a function of the wife's wages from employment
when controlling for selected household characteristics.
Among those who are owners at time 1 and time 2, change in
home equity is a function of the wife's wage when controlling
for selected household characteristics.

Size of the City
Region of the Country
1978 Family Income Minus
Wife's Income
Change in Family Income

1979 Wife's Age
1979 Wife's Education

Wife's Wages from
Employment in 1978

1979 Family Size
Race

Change in Wife's
Wages from Employment
Between 1978 and 1982
Home Ownership
II.

III.
IV.

Figure 2.

Empirical Model

Change in Home
Ownership
Home Equity
Change in Home
Equity
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The Statistical Analysis
The data were analyzed using the SPSSX statistical package and the
SAS statistical package.

Preliminary analyses included frequency

distributions of each of the variables and crosstabulations and Pearson
product moment correlations among the variables.
Frequency distributions were done for all variables so that missing
data and outliers could be recoded so as to minimize their effects in the
regression analyses. Crosstabulations were utilized to detect any
curvilinear relationships that would not be apparent in the regression
analysis.

Pearson product moment correlations were used to examine

intercorrelations among independent variables that might cause there to be
a spurious relationship between other variables.
Four models were tested using almost identical independent variables.
Model I includes the entire sample (N=2292) as defined in the data section
of this chapter and uses home ownership in time 2 as the dependent
variable.

Model II includes only renters in time 1 and predicts the

probability of achieving home ownership in time 2. The sample size for
Model II is 367. Model III includes all owners in time 2 (N=2003) and
uses the amount of home equity in time 2 as the dependent variable.

Model

IV includes only owners in time 1 and time 2 (N=1865) and uses change in
home equity as the dependent variable.

In the second step of the

regression model in Model IV, 1979 home equity is included because when
the dependent variable is a "change" variable, it is essential to include
the initial state of the variable.
Since Models I and II have a dichotomous dependent variable, logistic
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regression was utilized for the analysis.

The logistic regression

analysis of Model II is followed by a crosstabulation analysis that
investigates the relationship between the change in home ownership status
and the change in the employment status of the wife from year to year
beginning with 1979 and ending with 1983.

Models III and IV were tested

by standard multiple regression analysis.
An intercept dummy analysis was completed for Models III and IV to
ascertain whether the dependent variable is significantly different for
various levels of several independent variables. This analysis was done
with the following variables:

age of the wife, education of the wife,

family income excluding the wife's income, race, region of the country,
city size, and family size.
A slope dummy analysis was completed for Models III and IV with the
same independent variables to discover whether there are any interactions
between the average hourly earnings of the wife and the independent
variables.

Use of Logistic Regression
Models that contain a dichotomous dependent variable present some
unique problems.

Linear probability models are those that relate the

probability of an event to a series of exogenous factors in a linear
fashion.

Attempts to estimate such models by ordinary least square (OLS)

based upon individual observations usually lead to biased and inconsistent
estimates (Afifi & Clark, 1984; Hanushek & Jackson, 1977).
When a model incorporates a discrete dependent variable, the

37

researcher is interested in analyzing the underlying probability of a
given event or, more specifically, how a series of exogenous variables
influences the underlying probabilities (Afifi & Clark, 1984; Hanushelc &
Jackson, 1977). Logistic regression can be used whenever an individual is
to be classified into one of two populations.
Afifi and Clark (1984) and Hanushek and Jackson (1977) denote the
logistic function as follows;
1
^

1 + ef-z

This logistic function may be transformed to produce a new interpretation
which is basically the odds of obtaining a 1 in a 0 and 1 classification.
The odds are defined as the following ratio:

Odds =

PZ
1-PZ

Afifi and Clark (1984) and Hanushek and Jackson (1977) further note
that as the value of
infinity.

varies from 0 to 1, the odds vary from 0 to

When P^=0.5, the odds are 1. On the odds scale the values from

0 to 1 correspond to values of P^ from 0 to 0.5, On the other hand,
values of

from 0.5 to 1.0 result in odds of 1 to infinity. Taking the

logarithm of the odds will correct this asymmetry.

When ^^=0, In(odds) =

negative infinity; when P^=0.5, In(odds) = 0.0; and when P^=1.0, In(odds)
= positive infinity.

The term logit is sometimes used instead of

In(odds).
The fundamental assumption in logistic regression is that In(odds) is
linearly related to the independent variables.

Mo assumptions are made
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regarding the distributions of the X variables.

In fact, one of the major

advantages of this method is that the X variables may be discrete or
continuous (Afifi & Clark, 1984).
The model assumed is:
ln(odds)= a+b^X,+boXr,+...+b X
1 1 2 2
p p
This equation is in the same form as the multiple regression equation and
the coefficients can be interpreted as regression coefficients.

In terms

of the probability of belonging to population I, the In(odds) equation can
be written as the following;
probability of belonging
to population

1
=
l+exp(-(a+b^X^+b2X2+'•'^pXp))

This equation is called the logistic regression equation (Afifi & Clark,
1984; Hanushek & Jackson, 1977).
Most logistic regression programs use the method of maximum
likelihood to compute estimates of the parameters.

In the maximum

likelihood techniques, an expression for the likelihood of observing the
given outcome is derived as a function of a few underlying parameters of
the true probability distribution.

The procedure then chooses estimates

for those parameters that would make the observed outcomes the most likely
outcomes.
The computer programs utilizing logistic regression provide a
"goodness-of-fit chi-square" (Afifi & Clark, 1984). This chi-square
statistic relies on the idea of comparing an observed number of
individuals with the number expected if the model were valid.

A large

goodness-of-fit chi-square (or a small P value) indicates the fit may not
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be good. The P values range from 0 to 1.

The Variables
The variables described in this section include the sociodemographic
exogenous variables used in all the models. It also includes each of the
four dependent variables.

The summary statistics used in the description

of the variables that are used in all four models are those from the Model
I which includes the entire sample. The means for those same variables in
the other three models are located in the Appendix.

The means for the

frequency distributions are very similar except for the Model II sample
which is the renters in time 1. The means are distinctly lower for all of
the income variables and the average age of the wife is younger in Model
II compared to the other three models.
Sociodemographic exogenous variables
Size of the city is the size of the largest city in the county of
residence. There are six categories to the variable that range from the
smallest city being under 10,000 to the largest city being 500,000 or
more. The mean for this variable is the category that ranges from 50,000
to 99,999 in population. The mode is the category of 500,000 or more in
population.
The family income minus wife's income in 1978 is a computed variable
where the wife's labor income is subtracted from the total family money
income. The total family money income includes the taxable income of the
head and wife, total transfers of the head and wife, the taxable income of
others, and the total transfers of others.

The mean for the variable is
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$21,770. The range is from zero to $60,752, and the standard deviation is
$12,994.
In order to compute the change in family income minus wife's income,
a similar variable was computed for 1982 as is described for 1978 in the
previous paragraph.

Then, the 1978 figure was subtracted from the 1982

figure t'^ obtain the change in family income minus wife's income.

The

mean for this variable is $7,619, and the standard deviation is $14,147.
Wife's age is the number of years since birth.

The mean age of wives

in the sample is 42. The standard deviation is 12.2. Wife's education is
the number of grades of schooling completed.

The mean education for wives

in the sample is 12 years.
Family size is the number of persons living in the household.

The

mean family size is 3.5. The standard deviation is 1.4. The range is
from 2 to 15.
Race is the ethnic characteristic of the family in 1979.

Since most

of the interviews were taken by telephone, this variable is copied from
the 1972 data.

Whites compose 89% of the sample and nonwhites compose 11%

of the sample.
The country is divided into four regions.
of the sample lives in the Northeast.
Central Region;

Almost one quarter (23%)

Thirty percent live in the North

30 percent. Southern Region; 17 percent. Western Region.

Endogenous variables
The wife's average hourly earnings in 1978 is a computed variable of
the 1978 labor income of the wife divided by the 1978 hours of work of the
wife. The mean for the variable is $2.93, and the standard deviation is
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$3.18. The average hourly earnings of only the working wives is $4.85.
Thirty-nine percent of the sample have the value zero for this variable
since they did not work in 1978.
The change in the wife's average hourly earnings is the change in the
earnings between 1979 and 1983. The mean for this variable is $1.09, and
the standard deviation is $3.59. Throughout the remainder of the text,
the latter two variables will often be referred to as 1978 wife's wage and
change in wife's wage.
Home ownership is whether or not the family owns the apartment or
home in which they live.

In 1983, 87 percent of the sample owned their

home.
Whether renters changed from renter status to owner status between
1978 and 1933 is the dependent variable for Model II.

Forty percent of

renters in time 1 changed their ownership status between tine 1 and time
2.

Sixty percent remained renters in time 2.
Home equity is the present value of their house (the amount that they

would receive if it was sold today) minus what is still owed on the house.
The mean home equity in 1979 is $31,092, and the standard deviation is
$28,539.

The mean home equity in 1983 is $44,922, and the standard

deviation is $38,936.
Change in home equity is the dependent variable for Model IV. The
amount that owners changed their home equity from 1978 to 1983 is, on
average, $16,000. The standard deviation is $23,536.
For the latter two variables, the present value of the house is
estimated by the owner.

Kain and Quigley (1972) and Kish and Lansing
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(1954) conclude that there seems to be no systematic bias to estimates of
house value made by the occupants.
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CHAPTER IV; FINDINGS, MODELS I and II
Results of the analysis for Models I and II are presented in this
chapter.

The findings from the testing of Model I with home ownership as

the dependent variable are presented first, followed by Model II with
change in home ownership as the dependent variable.
There were indications in preliminary analysis that family size was
curvilinear in its relationship to several variables in each model.

As a

result, family size squared is included in the analysis of each model.
The logistic regression for each model was done in two steps.

In the

first step, 1978 wife's wage and change in the wife's wage were entered
into the equation.

In the second step, the exogenous variables were

entered.
The logistic analysis of Model II is followed by a crosstabulation
analysis that investigates the relationship between the change in home
ownership status and the change in the employment status of the wife.
That analysis includes an investigation of the change in each of those
variables from year to year beginning with 1979 and ending with 1983.

Model I: Home Ownership
Model I includes the entire sample of husband-wife families that
remained intact and had the same household head from 1979 to 1983.

Table

1 includes the correlation matrix for Model I. There is only one
correlation that is quite high and that correlation is expected.
size and family size squared have a correlation of .96.

Family

Multicollinearity

is not a concern here because family size squared is a transformation used

Table 1. Pearson Product Moment Correlation of Independent and Dependent
Variables for Model I

1
1.

Home Ownership

2.

1978 Wife's Wage

3. Change in Wife's
Wage

2

3

4

5

6

7

-

.07*

-

.03

-.08*

-.04*

.13*

.02

5. 1978 Family Income
Minus Wife's Income

.14*

.06*

.05* .19*

6. Change in Family
Income Minus Wife's
Income

.07*

.08*

.00

7.

Wife's Age

.09* -.10* -.15* .04

.09* -.07*

8.

Wife's Education

.10*

.12* .13*

.25*

.20*

.20*

.08* .00

.12*

.02

.29*

-.09* .06* .01

.10*

.02

-.20*

4. Size of City

.32*

9. Family Size

-.05* -.09*

10. Family Size Squared

-.07*

11. Race

-

-

.16*

—

.10*
-

.00

.03 -.06*

.10*

.07* -.01

12. Northeastern Region -.06*

.04

.01

.06*

.10*

13. North Central Region

.08*

.03 -.07* -.04

-.04* -.04*

14. Southern Region

.00

.06* .02 -.26*

-.15*

15. Western Region

* p<.05.

-.02

-.00

.28*

.05* .06*

1
b

.08*

.06* -.01

.05*
.01
-.05*
-.00
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8

9

10

11

12

13

14

-.07*
-.09*

.96*

.16* -.12*

-.14*

.05*

.08*

.08*

.11*

-

.04

-.05*

-.04*

.07*

-.36*

-

.13* -.01

-.01

.13*

-.36*

-.43*

-

.06* -.01

-.02

-.05*

-.25*

-.30*

-.30*
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to accommodate the curvilinear nature of the variable. Thus, the
correlation coefficient is expected to be high.

None of the other

correlation coefficients give cause for concern about multicollinearity;
all of them are below .6.
In the first step of the logistic regression analysis for Model I,
only the 1978 wife's wage is significant (Table 2). There is a high
probability that the family will own their home in 1983 if the 1978
average hourly earnings of the wife are high than if the wife's earnings
are low. The maximum likelihood ratio is large but so is the P value.
These two facts together indicate that the model fits the data well.
In the second step of the logistic regression analysis for Model I,
the exogenous variables are entered.

The probability of home ownership is

high when the 1978 wife's wage is high, when the change in wife's wage is
high, when the size of the city is small, when the 1978 family income
minus the wife's income and the change in family income minus the wife's
income are high, when the wife is relatively old and has a high level of
education.

Medium sized families have a greater probability of owning a

home then either small families or large families.

The probability for

home ownership in the Northeastern region is higher then for the overall
population. The probability for home ownership in the North Central
region is less than the overall population.
The hypothesis that home ownership is a function of the wife's wages
from employment controlling for selected household characteristics is not
rejected. The maximum likelihood ratio and the P-value indicate that the
model fits the data well.

Both the income variables and the variables
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Table 2. Logistic Regresssion Analysis of Home Ownership Status on the
Wife's Wage, Change in Wife's Wage and the Sociodemographic
Characteristics

Step 1

Coefficient
1978 Wife's Wage
Change in Wife's Wage
Constant
Maximum Likelihood Ratio

.0007
.0003

Standard
Error

Chi-Square

.0002
.0002

11.44*
2.85

1.71
1126.44

df
p

1605
1.00

Step 2
Standard
Error

Chi-Square

.00070
.00047
-.13935

.000260
.000220
.041514

7.19*
4.50»
11.27*

Coefficient
1978 Wife's Wage
Change in Wife's Wage
Size of City
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Family Size Squared

.00004

.000007

33.21*

.00002
.03138
.10666
.33871
-.04680

.000006
.005965
.053167
.170730
.017430

14.23*
28.57*
4.02*
5.18*
7.17*

Nonv/hite
White

.14554
-.14554

.099628
.099628

2.13
2.13

North Central Region
Southern Region
Western Region
Northeastern Region

-.38116
-.15357
.13983
.34490

.119572
.115174
.126674
.117131

10.16*
1.78
2.24
8.67*

Constant
Maximum Likelihood Ratio

p<.05.

-1.31
1573.88

df
P

23
1•

48

that indicate the stage of the family life cycle are predictors of home
ownership. In addition, the size of the city and the region of the
country also make a difference in the prediction of home ownership.
The change in the wife's wage from time 1 to time 2 is not
significant when only the two indicators of the wife's average hourly
earnings are included in the equation, but it does become significant in
the second step of the logistic regression analysis when more variables
are controlled including indicators of stage of the family life cycle.
Apparently, the change in wife's average hourly earnings is an important
factor in predicting home ownership only after considering the dynamics of
the family structure.
Race is not significant in the prediction of home ownership.

One

might have expected from past research that whites would have a higher
probability of owning their home than nonwhites but that is not the case
here. The data indicate that perhaps home ownership is becoming as
dominant with nonwhites as it is with whites.

Model II;

Change in Home Ownership

Model II includes only renters in time 1. Table 3 indicates the
extent of the correlation for the variables included in Model II. The
same discussion about family size and family size squared applies here as
well as to Model I.
In the first step of the logistic regression analysis (Table 4), the
change in the wife's wage is significant in the prediction of the change
in home ownership status from nonowner to owner. The higher the

Table 3, Pearson Product Moment Correlation of Independent and Dependent
Variables for Model II

1
1. Change in Home
Ownership
2.

1978 Wife's Wage

3. Change in Wife's
Wage
4. Size of City
5.

2

3

4

.09

.12* -.11*
-.10*

-

.16* -.05

-

.21*

6. Change in Family
Income Minus Wife's
Income

.14*

.27* -.11* .16*

Wife's Education

-.30* -.09
.25*

9. Family Size

—.10

10. Family Size Squared

-.10

11. Race

.14*

12. Northeastern Region

-.15*

13. North Central Region

.12*

14. Southern Region

.07

15. Western Region

-.03

* p<.05.

7

-

.10*

8.

6

-

1978 Family Income
Minus Wife's Income

7. Wife's Age

5

.30*
-.16*

.12* .04

-.09
.09

.12*

.15*

.01

.03

.24*

—.05 -.14*

-.16* -.05 -.10
.03

-

.03 -.07

.17* -.12* .40*

-.10

-

.27* -.31*

.09

-.12* -.03

.06

-.13* .04
-.05

.12*

.08

.08

.11* .15*

.04 -.12*

.11* -.01

-.11*

-.13* .05 -.36*

-.15* -.06

-.03

-.04

-.02

.02

-.07

.03

.10

-.04
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8

9

10

11

12

13

14

-.19*
-.20*

.95*

.18* -.17*
.01

.01

-.18*

-

.05

.08

-

.12* -.01

-.04

.07

-.34*

-

.16* -.05

.04

-.08

-.44*

-.35*

-

-.07

-.07

-.30*

-.24*

-.31*

.07

-.06
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Table 4. Logistic Regression Analysis of Change in Home Ownership
Status on the Wife's Wage, Change in Wife's Wage and the
Sociodemographic Characteristics

Step 1

Coefficient
1978 Wife's Wage
Change in Wife's Wage
Constant
Maximum Likelihood Ratio

.0007
.0007

Standard
Error
.0004
.0003

-.70
377.83

Chi-Square
3.55
6.38*

df
p

393
.70

Standard
Error

Chi-Squi

Step 2

Coefficient
1978 Wife's Wage
Change in Wife's Wage
Size of City
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Family Size Squared

.00015
.00054
-.04347

.00050
.00035
.07733

.09
2.39
.32

.00002

.00001

2.39

.00001
-.04969
.16224
-.49665
.03986

.00001
.01119
.09074
.24576
.02314

2.55
19.72*
3.20
4.80*
2.97

Nonwhite
White

.30731
-.30731

.18539
.18539

2.95
2.95

North Central Region
Southern Region
Western Region
Northeastern Region

-.28867
-.35185
.11902
.52150

.21444
.20552
.23663
.22337

1.81
2.93
.25
5.35*

Constant
Maximum Likelihood Ratio

* p<.05.

1.18
423.65

df
P

533
.99
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change in the wife's wage, the greater will be the probability that the
family will change from nonowner status in time 1 to owner status in time
2.
Both the maximum likelihood ratio and the P value are high for this
first step of the logistic regression analysis.

Thus, the model fits the

data well.
In the second step of the logistic regression analysis with the
change in home ownership as the dependent variable, neither of the
indicators of the wife's average hourly wages is significant. There is a
high probability of a change in home ownership status from nonowner to
owner status for families with young wives and for small families. The
families living in the Northeastern region have a greater probability than
the overall population of changing from nonowner status to owner status.
It is interesting to note that when the exogenous variables are
entered into the equation, none of the income variables are significant in
the prediction of the change in home ownership status.

Only variables

that indicate the stage of the family life cycle are significant. These
findings support previous research findings (Morris G Winter, 1978);

the

preference for owning a home is so strong that even income variables are
not significant in predicting home ownership status.
The second hypothesis is that among those who rent in time 1,
changing from renter status to owner status is a function of the wife's
wages when controlling for selected household characteristics. The
hypothesis is rejected.
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Comparison of the Models
The income variables are significant in the prediction of home
ownership. One would expect that the income variables would be as strong
as the family life cycle variables in predicting the change in home
ownership status from nonowner to owner.

However, only the variables that

indicate the stage in the family life cycle and the region of the country
are significant in determining the change in home ownership status. The
data indicate that the preference for home ownership is so strong that
although income may be important in making the decision, it is not the
overriding factor in the decision to purchase a dwelling.

Crosstabulation Analysis
The conclusions from Models I and II raise a further question about
how families manage money, especially in relation to buying a house.

If

the wife works outside the home, there are three possible scenarios that
would indicate how her income is used to obtain a house.

First, there ir.ay

be no direct relationship between the wife's income and the purchase of a
house. Secondly, it may be possible that a family finds that after buying
a house, the family can no longer maintain the same level of living as
before the house purchase.

As a result, the wife may become employed for

the express purpose of helping to make the mortgage payments.

A third

scenario is that the wife becomes employed before the purchase of the
house to help save for the downpayment and to help make the mortgage
payments. To ascertain which of these scenarios may be true, an analysis
was done that investigates the relationship between the change in home
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ownership status and the change in the employment status of the wife from
year to year between 1979 and 1983.
The analysis was done with data from Model II. The sample for this
model includes only renters in time 1 so that it is possible to discover
the year in which the home ownership status changed.
Two new variables were computed.

One of the variables indicated the

year in which the family become a home owner;

the other variable

indicated the year in which the wife became employed.

Table 5 presents

the findings from the crosstabulation procedure for these two variables.
Forty-four percent (162) of the renters in time 1 became home owners
between 1979 and 1983. Of this group, there are five distinct family
types:
Group A:

45% (73) - the wife was employed before 1979 and continued
her employment through 1983 and the family became home
owners some time between 1979 and 1983.

Group 3:

24% (39) - the wife was not employed between 1979 and 1983
and the family became a home owner between 1979 and 1983.

Group C;

12% (19) - the wife became employed after the family became
a home owner.

Group D:

10% (16) - the wife became employed before the
family became a home owner.

Group E:

9% (14) - the wife became employed the same year that the
family became a home owner.

Groups A and B, comprising more than two-thirds of those who changed
tenure status between 1979 and 1983, are families in which, seemingly,
there is no relationship between the employment status of the wife and the
tenure change.

Wives in Group A, the largest group, may have begun

employment prior to 1979 so that money could be saved for a downpayment;
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Table 5. Change in Home Ownership Status by Change in Employment Status
of the Wife for Each Year from 1979 to 1983

Wife
Worked in
1979 and
Continued
Working
Through
1983

Wife
Started
Work in
1980

Wife
Started
Work in
1981

Wife
Started
Work in
1982

Wife
Started
Work in
1983

Became Home
Owner in
1980

26.3

20.9

39.8

23.8

6.5

13.1

Became Home
Owner in
1981

7.5

5.9

11.7

22.8

7.8

8.0

Became Home
Owner in
1982

7.1

15.7

10.1

11.5

28.7

7.3

Became Home
Owner in
1983

3.4

7.1

3.3

0.0

0.0

6.5

55.6

50.4

35.1

41.9

57.0

64.6

100%

100%

100%

100%

100%

100%

(164)

(47)

(21)

(15)

(11)

(109)

Remained
Renter
from 1979
to 1983

Wife
Never
Worked

56

the causal relationship cannot be ascertained from the data available.
Families in Group B represent the "traditional" family in which the wife
is not employed outside the home and home ownership is achieved by using
the husband's salary.
Examination of the three remaining groups (C, D, E) where there is a
change in the employment status of the wife between 1979 and 1983, permits
the development of hypotheses about the family's financial management
style.

Group D are the "Anticipators."

They plan ahead and realize that

they may need more money after the purchase of a dwelling so the wife
seeks employment prior to the purchase of the house.

The families in

Group D may be saving for the downpayment and the wife's wages may
contribute toward that cause.
The families in Group C are the "Delayed Reactors."

These are the

families where the wife became employed after the purchase of the house.
The wife in these families is more likely to be working to pay for the
monthly payments than are the wives in Groups D and E. These families may
be nonplanners in that they may not take action in their financial lives
until the need becomes critical. It may be only then that the family
evaluates its options.
The "Concurrent Reactors" are those in Group E.

These are the

families where the wife became employed in the same year that the family
purchased the dwelling. The wife in these families may either be working
for the downpayment or for monthly payments. They are less likely to be
employed only to meet the monthly payments than those in Group C because
these families may plan somewhat ahead.

They may not wait until it is
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obvious that there is not enough money to pay the monthly mortgage payment
before they look at their options as do those in Group C. They have a
better picture of the family's finances in their minds, and they know that
they will need the wife's income to meet the monthly house payment.
If Groups A and D are combined, the largest group of families can be
thought of as anticipators in their financial dealings.

However, if the

focus is only on the families in which the wife entered the labor force
and the family changed tenure status between 1979 and 1983, it is the
delayed reactors that are the largest group. It must be noted, however,
that the difference among the three groups is small. Delayed reactors
probably are adequate financial managers when there are enough resources
to make a few mistakes, but when the resources become more limited, such
families may experience problems.
Even though the number in the groups is small, this classification
begins to indicate the different modes of operation in regard to the
management of their finances.

At the least, the classification offers

insights into the modes of operation in regard to large purchases such as
the purchase of a dwelling.
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CHAPTER V; FINDINGS, MODELS III AND IV

Results of the analysis for Models III and IV are presented in this
chapter. The findings from the testing of Model III with the 1983 level
of home equity as the dependent variable are presented first, followed by
the findings for Model IV where the change in the level of home equity
from time 1 to time 2 is the dependent variable.
There were indications in preliminary analyses that family size was
curvilinear in its relationship to several variables in each model.

As a

result, family size squared is included in the analysis of each model.
The OLS regression for each model was done in two steps.

In the

first step, 1973 wife's wage and change in the wife's wage were entered
into the equation.

In the second step, the exogenous variables were

entered.
An intercept dummy analysis was completed for each model with the
following variables:

age of the wife, education of the wife, family

income excluding the wife's income, race, region of the country, city
size, and family size.

A slope dummy analysis was done with the same

exogenous variables as the intercept dummy analysis to discover whether
there are any interactions.

Model III:

Home Equity Levels

Correlations
Model III includes all the owners in time 2. The correlation matrix
for Model III is found in Table 6. The only two variables that have a

Table 6. Pearson Product Moment Correlation of Independent and Dependent
Variables for Model III

1

2

3

4

1.

1983 Home Equity

2.

1978 Wife's Wage

.15*

3.

Change in Wife's
Wage

.04

-.07*

A.

Size of City

.26*

.13*

.04

5.

1978 Family Income
Minus Wife's Income

.51*

.04*

.05* .22*

6. Change in Family
Income Minus Wife's
Income

.28*

.06*

.02

5

6

7

-

-

-

-

.18*

7.

Wife's Age

.23* -.12* -.16* .04

8.

Wife's Education

.27*

.33*

-

.08*

.

.10* -.08*

-

.12* .14*

.24*

.21* -.21*

9. Family Size

-.01

-.09

.11* .01

.14*

.04

-.30*

10, Family Size Squared

-.01

-.09

.08* .01

.13*

.04

-.23*

.03 -.06*

.08*

.06* -.02

.03

.07*

.11*

.03

.03

-.05*

.02

11. Race

.10* -.01

12. Northeastern Region

.14*

.02

13. North Central Region -.12*

.01

14. Southern Region
15. Western Region

* p<.05.

-.18* -.05*
.22*

.02

.26*

-.09* -.03
.03 -.25*
.05* .06*

-.15* -.05* -.05*
.07*

.01

.00
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8

9

-.06*

-

-.08*

.97*

.16*

-.10*

-.12*

.07*

.08*

.07*

.13*

-.05*

-.04*

.07*

-.36*

-

.01

10

11

12

13

-.11* -.01

-.01

-.14*

-.35*

-.44*

.06* -.02

-.02

-.05*

-.24*

-.30*

14

-.29*
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correlation greater than .6 are family size and family size squared.
Multicollinearity is not a concern here because family size squared is a
transformation used to accommodate the curvilinear nature of the variable
and thus, the correlation coefficient is expected to be quite high.

None

of the other coefficients give cause for concern about multicollinearity;
all of them are below .6.

Regression analysis
In the first step of the regression analysis, both the 1973 wife's
wage and the change in the wife's wage are significant in the prediction
of home equity levels in 1983 (Table 7). Those two variables explain
three percent of the variance in the 1983 home equity.

The F-ratio for

the model is significant. Step 1 of the equation indicates that those
with high levels of 1983 home equity have wives with a high 1973 wage and
a large increase in the wife's wage between 1979 and 1983.
In the second step of the regression analysis, the exogenous
2
variables were entered. The R is .44 which indicates that A4 percent of
the variance in the 1903 home equity is explained by the variables in the
model. The F-ratio for the entire model is significant and all the tratios for the individual variables are significant except one. The
change in the wife's wage is not significant in predicting the levels of
home equity.
The hypothesis for this analysis is that home equity is a function of
the wife's wages from employment controlling for selected household
characteristics. The hypothesis is not rejected.
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Table 7. Regression Analysis of Home Equity Levels in 1983 on 1978
Wife's Wage, Change in Wife's Wage and Sociodemographic
Characteristics

Step 1
I)

beta

17.,19
4.,95

1978 Wife's Wage
Change in Wife's Wage
R2
Constant
df
F-Ratio

.16
.05

t iscore
7.01*
2.15*

.03
45087.48
2 & 2000
25.92*

Step 2
beta

t score
1

11..78
2..50
1397..23

.11
.02
.07

5.89*
1.40
3.95*

1..09

.39

21.33*

.55
789!
.64
2800..80
5036..74
-543..36
5594..85
-9054..33
-5410..61
11693..50

.21
.27
.12
.27
-.18
.05
-.12
-.07
.12

11.95*
13.74*
6.17*
2.79*
_2.67*
2.63*
-5.37*
-3.04*
6.02*

I)
1978 Wife's Wage
Change in Wife's Wage
Size of City
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region

Constant
df
F-Ratio

* p<.05.

.45
-45899.07
13 & 1989
123.225*
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Families with high levels of 1983 home equity have a wife who earns a
high wage; they live in large cities; they have high family incomes
excluding the wife's income; they have a large increase in the family
income excluding the wife's income between time 1 to time 2; they have a
wife who is older and who has more education than those families with low
levels of home equity.

Middle sized families have a greater probability

of having higher levels of home equity than either small families or large
families.

Whites have a greater probability of having higher levels of

home equity compared to nonwhites.
The region of the country in which the family lives makes a
difference in predicting the level of home equity they might have. The
Western region of the country has higher levels of home equity than the
Northeastern region. The North Central region and the Southern region
have lower levels of home equity than the Northeastern region.

Differences in equity levels according to race and region
An intercept dummy analysis allows one to test if there are
differences in home equity levels between various categories of an
independent variable.

This analysis was completed with the following

variables in Model III:

age of the wife, education of the wife, family

income excluding the wife's income, city size, race, region of the
country, and family size.

Only those intercept dummy analyses that

contribute more information than is included in Table 7 are explained in
this chapter.
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The intercept dummy analysis was done in three steps. The first step
is exactly the same as the first step in Table 7, In the second step, all
the sociodemographic variables were entered except for the variable of
interest. Then, the categories of the independent variable of interest
were entered. The lowest category of each independent variable is the
base category in the regression analysis.

A second analysis was completed

where the middle category of the independent variable is the base
category.

By completing these two analyses, significant differences

between each pair of categories can be examined.

In each of the analyses,

2
a test for the difference in the R between steps in the regression
analysis was done to ascertain if the difference is significant.
The average for each of the continuous variables and the dummy coding
scheme for the dummy variables were entered in the final estimating
equation to obtain a value for the home equity level for each of the
categories of the independent variable.

That value represents the level

for a respondent with the average characteristics of the sample. That
value does not mean, for instance, the average respondent with less than a
high school education but the average of the whole sample.
The dummy variables in the original regression analysis (race and
region of the country) establish some trends that continue throughout the
other intercept dummy analyses.

The final estimating equation from Table

7 was used to obtain the predicted home equity values in Table 3 for race
and region of the country.

Here is a specific example of how the home

equity value was obtained for whites living in the Northeastern region.
The first equation presents the estimating equation with the variable
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Table 8. Predicted 1983 Home Equity Values by Race and Region of the
Country

Category
White,
White,
White,
White,

Home Equity Value

Western Region
Northeastern Region
Southern Region
North Central Region

Nonwhite,
Nonwhite,
Nonwhite,
Nonwhite,

$62,729
51,036
45,625
41,982

Western Region
Northeastern Region
Southern Region
North Central Region

57,135
45,441
40,031
36,387

names; the second equation replaces the variable names with the average
for the variable or the dummy coding scheme.
nonwhites and 1 for whites.

Race is coded as 0 for

The Northeastern region is the base category

for the equation.

Home Equity Value= -45899.068 + 11.784 (1978 wife's wage) +
White
2.500 (change of wife's wage) + 1397.230 (city
Northeast
size) + 1.094 (family income minus wife's
income) + .546 (change in family income minus
wife's income) + 789.640 (age of the wife)
+ 2800.799 (education of the wife) + 5036.744
(family size) - 543.358 (family size squared)
+ 5594.851 (race) - 9054.328 (North Central)
- 5410.606 (South) + 11693.5Cl(West)

Home Equity Value= -45899.068 + 11.784 (3.01) + 2.500 (1.13)
White
+ 1397.230 (4) + 1.094 (22,476) + .546 (8,028)
Northeast
+ 789.640 (42) + 2800.799 (4.5)
+ 5036.744 (3.5) - 543.353 (3.5^)
+ 5594.851 (1) - 9054.328 (0) - 5410.606 (0)
+ 11693.501 (0)

This equation provides the predicted home equity value for whites in
the Northeastern region who have the average characteristics of the sample
(Table 8). They have a home equity value of $51,036.
One of the general trends indicated in Table 8 is that whites have
higher equity levels than nonwhites. The difference between the home
equity levels of whites and nonwhites is significant.
The other trend is that equity levels differ by region of the
country. Several analyses were completed using different regions as base
variables to ascertain the differences between regions. The Western
region has the highest levels of home equity compared to the other
regions. The difference between the Western region and the Northeastern
region is significant.
home equity.

The North Central region has the lowest levels of

There is no significant difference between the North Central

region and the Southern region.

There are significant differences between

the North Central region and both the Northeastern and Western regions.
There are also significant differencees between the Southern region and
both the Northeastern and Western regions.

Since these patterns of race

and region of the country appear in all the other intercept dunay
analyses, only the categories of the other independent variables of
interest will be discussed in the remaining tables.

Differences in equity levels according to city size
City size was divided into three categories: (1) under 50,000, (2)
50,000 thru 499,999, and (3) 500,000 or more.

The intercept dummy

analysis (Table 9) indicates that only city sizes of 500,000 or more are
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Table 9.

Regression Analysis of the Home Equity Levels in 1983 on
1978 Wife's Wage, Change in Wife's Wage and Sociodemographic
Characteristics and Intercept Dummies for the Size of the City

Step 1
b
1978 Wife's Wage
Change in Wife's Wage

beta

17.19
4.95

.16
.05

t score
7.01»
2.15*

.03
45087.48
2 & 2000
25.92*

Constant
df
F-Ratio

Step 2

1978 Wife's Wage
Change in Wife's Wage
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region

b

beta

t score

12.59
2.78

.11
.03

6.31*
1.55

1.13

.40

22.27*

.57
793.41
2839.64
4825.40
-527.48
4454.32
-10329.79
-7520.75
10681.94

.22
.27
.12
.19
-.18
.04
-.14
-.10
.11

12.58*
13.76*
6.23*
2.66*
-2.59*
2.11*
-6.23*
-4.41*
5.53*

R2
Constant
df
F-Ratio

* p<.05.

.442
-39159.24
12 & 1990
131.26*
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Table 9. Continued

Step 3

1978 Wife's Wage
Change in Wife's Wage
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region
City Size—50,000 to 499,999
City Size—500,000 or more

b

beta

t score

11.75
2.52

.11
.02

5.88*
1.41

1.09

.39

21.19*

.54
776.96
2817.97
5018.85
-547.52
5720.17
-8871.95
-4951.94
12215.41
1511.17
7026.06

.21
.26
.12
.20
—.18
.05
-.12
-.06
.13
.02
.09

11.85*
13.49
6.21*
2.78*
-2.70*
2.69*
-5.27*
-2.76*
6.25*
1.07
4.28*

Constant
df
F-Ratio

.447
-42513.74
14 & 1988
114.90*
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significantly different from city sizes of under 50,000 in predicting home
equity values. The medium size cities are not significantly different
from the cities with populations of under 50,000.

Families that live in

cities that have a population of 500,000 or more have higher home equity
values than do those families who live in cities of under 50,000.
In Table 9, the base category is cities with a population of under
50,000.

Another analysis was completed where cities with a population of

50,000 thru 499,999 was the base category.

This analysis indicates that

families who live in cities that have a population of 500,000 or more have
higher home equity values than do those families who live in cities with
populations of between 50,000 and 499,999.
Thus, 500,000 is the population level that makes the difference in
predicting home equity levels.

Families who live in cities of 500,000 or

more have higher home equity levels than families who live in cities with
a population of less than 500,000.

Differences in equity levels according to family size
Family size is divided into three categories.
includes couples with no children.

The first category

The second category includes couples

with one child. The third category includes couples with two or more
children.
Table 10 indicates that there is a difference in home equity values
between families with no children and families with one child. It also
indicates that there is a difference in home equity values between
families with no children and families with two or more children.

Another
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Table 10, Regression Analysis of Home Equity in 1983 on 1978 Wife's Wage,
Change in Wife's Wage and Sociodemographic Characteristics,
and Intercept Dummies for Family Size

Step 1
b
1978 Wife's Wage
Change in Wife's Wage

beta

17.19
4.95

R^
Constant
df
F-Ratio

.16
.05

t score
7.01*
2.15*

.03
45087.48
2 & 2000
25.92*

Step 2
b
1978 Wife's Wage
Change in Wife's Wage
Size of City
1979 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Race
North Central Region
Southern Region
Western Region

beta

t score

.11
.03
.07

5.84*
1.51
3.86*

1.11

.40

22.23*

.54
731.62
2728.30
5769.21
-9426.66
-5789.23
11412.74

.21
.25
.12
.05
-.12
-.07
.12

11.88*
14.17*
6.07*
2.74*
-5.62*
-3.26*
5.90*

11.65
2.70
1367.39

Constant
df
F-Ratio

* p<.05.

.

.44
-33243.50
11 & 1991
144.54*
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Table 10. Continued

Step 3
b
1978 Wife's Wage
Change in Wife's Wage
Size of City
1979 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
Wife's Age
Wife's Education
Race
North Central Region
Southern Region
Western Region
One Child Family
More than One Child Family

beta

t score

11.98
2.53
1418.06

.11
.02
.07

5.99*
1.41
4.00*

1.08

.39

21.10*

.54
799.02
2828.76
6241.05
-8990.20
-5419.04
11776.50
4453.89
3623.24

.21
.27
.12
.05
-.12
-.07
.13
.05
.05

11.90*
13.69*
6.25*
2.94*
-5.33*
-3.04*
6.07*
2.53*
2.26*

R2
Constant
df
F-Ratio

.45
-39663.32
13 & 1989
123.17*

72

analysis where families with one child was the base category, indicates
that there is no difference in home equity levels for families with one
child and families with two or more children.
Children do make a difference in the equity levels accumulated by
families. There is a high probability that a family will have higher
equity levels if there are children in the family compared to a family
with no chilren.
more space.

This finding is logical because larger families need

More space probably means a larger dwelling unit and a larger

dwelling unit usually means an accumulation of more equity because the
dwelling unit costs more due to its larger size.
On the surface, the findings described here may seem inconsistent
with those described in Table 7. The regression analysis (Table 7) takes
into account more of the variance in the family size variable than is
captured in the intercept dummy analysis. In addition, families with two
children are not middle-sized families but rather, small families.

Very

large families may purchase a dwelling that is large but not in good
shape, or they may be eligible for loans with a small down payment.

Both

of these factors could account for a smaller level of home equity but a
level still higher than families with no children.

Thus, the two findings

are not inconsistent with each other.

Slope dummy analysis
A slope dummy analysis allows one to test for interaction between the
average hourly earnings of the wife and the other independent variables.
The analysis includes age of the wife, education of the wife, family
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income excluding the wife's income, race, region of the country, city
size, and family size.
The slope dummy variables were computed by multiplying the average
hourly earnings by the various categories of the independent variable.
The coefficient for the average hourly earnings variable from the
regression equation represents the slope of the independent variable that
is omitted from the equation. The coefficient for the slope dummy
variables indicates the difference of that slope from the slope of the
base category of the equation.
9

A test was done to ascertain whether the difference in the R" from
the slope dummy analysis is significant compared to the

n

obtained from

the intercept dummy analysis. There are no significant interactions
between the average hourly earnings of the wife and any of the independent
variables in Model III.

Model IV: Change in Home Equity Levels
Correlations
Model IV includes only owners in time 1 and time 2.
matrix for Model IV is found in Table 11.

The correlation

The same discussion about

family size and family size squared applies here as well as to Model III.

Regression analysis
In the first step of the regression analysis, both the 1978 wife's
wage and the change in the wife's wage are significant in predicting home
equity levels (Table 12). Those two variables explain three percent of

Table 11. Pearson Product Moment Correlation of Independent and Dependent
Variables for Model IV

1
1. Change in Home
Equity
2.

1978 Wife's Wage

2

3

4

.09*

7

-

.13* -.07*

4. Size of City

.19*

.13*

.05*

5. 1978 Family Income
Minus Wife's Income

.25*

.04

.05* .23*

6. Change in Family
Income Minus Wife's
Income

.22*

.05

.04

Wife's Age

6

-

3. Change in Wife's
Wage

7.

5

-.02

-

-

.17*

-.12* -.16* .03

-

.10*
.07* -.08*

-

.12* .14*

.26*

.20* -.20*

-.07*

.12* .03

.15*

.06* -.35*

-.08*

.10* .03

.14*

.06* -.26*

-.01

.03

-.05*

.09*

.06* -.02

.12*

.02

.04

.26*

.08*

.11* .03

13. North Central Region -.18*

.01

.02

-.06* .02

8. Wife's Education

.17*

.32*

9. Family Size

.04

10. Family Size Squared

.03

11. Race
12. Northeastern Region

14. Southern Region
15. Western Region

* p<.05.

-.01

-.03
.13*

-.10* -.03

-.05

.02 -.25*

.02

.05* .05*

-.15* -.04 -.05*
.07*

.01

.00
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8

9

— «03

—

-.05*

.97*

.16* -.10*
.06*

.10*

10

-.12*
.09*

11

12

13

14

-

.12*

-

.01

-.05*

-.04

.07* -.36*

12*

-.04

-.03

-.15* -.35*

-.44*

-

06*

-.01

- .01

-.04

-.31*

-.29*

-.24*

-
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Table 12.

Regression Analysis of Change in Home Equity between 1979 and
1983 on 1978 Wife's Wage, Change in Wife's Wage, Change
in Wife's Wage and Sociodemographic Characteristics

Step 1

1978 Wife's Wage
Change in Wife's Wage

b

beta

t score

6,,43
8.,99

.10
.14

4,.23*
6,
.05*

R^
Constant
df
F-Ratio

.03
13121.00
2 & 1853
25.57*

Step 2

1978 Wife's Wage
Change in Wife's Wage
Size of City
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
1979 Home Equity
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region

I)

beta

t !score

4..11
6..13
998..64

.06
.09
.09

2.69*
4.37*
3.63*

.41

.24

9.49*

.29
.09
56..60
883,
.03
.40
-331,
-8,
.77
-2067,
.43
.15
-7925,
-2212.47
3208.33

.18
-.12
.03
.06
—.02
-.01
-.03
-.17
-.05
.06

8.04*
-4.26*
1.15
2.49*
.23
.05
-1.23
-6.04*
-1.58
2.09*

—,

R^
Constant
df
F-Ratio

* p<.05.

.17
1285.87
14 & 1841
27.05*

-

-
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the variance in the change in home equity from time 1 to time 2. The Fratio for the model is significant.
In the second step of the regression analysis, the sociodenographic
variables were entered. The R

2

is .17 indicating that 17 percent of the

variance in the change in home equity levels is explained by the variables
in the model. The F-ratio for the entire model is significant.
The fourth hypothesis is that among those who are owners in time 1
and time 2, the change in home equity is a function of the wife's wage
when controlling for selected household characteristics. The hypothesis
is not rejected.
The t-ratios for the income variables are significant along with the
variables measuring the size of the largest city in the county of
residence, region of the country, 1979 home equity, and wife's education.
The variables indicating the stage of the family life cycle are not as
important in predicting the change in home equity values as are the income
variables.
Those families who have an increase in their home equity values
between 1979 and 1983 have a high probability of having a wife who earns a
high wage, of having had a large increase in the wife's wage between time
1 and time 2, of living in large cities, of having a high family income
excluding the wife's income, of experiencing a large increase in the
family income excluding the wife's income, of having a wife with a higii
level of education, and of having relatively low levels of home equity in
1979.
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Differences in the change in equity levels according to region
An intercept dummy analysis was done for Model IV using the same
independent variables and the same procedures and categories included in
Model III.

Again, only the significant results are discussed. For this

reason, no tables are included for age of the wife, race, education of the
wife, family income excluding the wife's income, and family size. The tvalues for the dummy categories in these analyses were not significant,
2
nor was the test of the difference in the R values from step 2 to step 3
in the intercept dummy analysis.
Since region of the country is significant, the predicted values of
the change in home equity are compiled in Table 13 using the b-values from
Table 12. The families living in the North Central region have smaller
increases in home equity levels than those families living in the
Northeastern region.

Families living in the Western region have a larger

increase in home equity levels than those families living in the
Northeastern region. There is no difference in the change of home equity
levels between the Southern region and the Northeastern region.

In

another analysis where the Southern region was the base category, it was
ascertained that the families living in the North Central region have
significantly smaller increases in home equity levels than those families
do who live in the Southern region. In Table 13, the home equity values
for nonwhites are higher than for whites, but race in Table 12 is not
significant.
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Table 13. Predicted Change in Home Equity Values by Region of the
Country

Hone Equity Value

Category
White,
White,
White,
White,

Western Region
Northeastern Region
Southern Region
North Central Region

Nonwhite,
Nonwhite,
Nonwhite,
Nonwhite,

$20,545
17,337
15,125
9,412

Western Region
Northeastern Region
Southern Region
North Central Region

22,612
19,404
17,192
11,479

Differences in the change in equity levels according to city size
Table 14 indicates that there is a difference in the prediction of
the change in hone equity values only between city sizes of 500,000 or
more and those with a population of under 50,000.

Families who live in

the largest cities have a larger increase in home equity levels than do
those families who live in the smallest cities (Table 14). However, there
is no difference between cities with populations of under 50,000 and those
having populations between 50,000 and 499,999.

Another analysis where

cities with a population of 50,000 to 499,999 was the base category
indicates that cities with a population of 500,000 or more have a
significantly larger increase in home equity levels than do cities with a
population of between 50,000 and 499,999.

From the analysis, it is clear

that families who live in cities with a population of more than 500,000
will have a larger increase in home equity levels than those families who
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Table 14.

Regression Analysis of the Change in Home Equity Values on
1978 Wife's Wage, Change in Wife's Wage and Sociodemographic
Characteristics and Intercept Dummies for the Size of the City

Step 1

1978 Wife's Wage
Change in Wife's Wage

b

beta

t score

6.43
8.98

.10
.14

4.23*
6.05*

.027
13121.00
2 a 1853
25.57*

Constant
df
F-Ratio

Step 2

1978 Wife's Wage
Change in Wife's Wage
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
1979 Home Equity
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region

b

beta

t score

4.65
6.36

.07
.10

3.05*
4.47*

.44

.26

10.10*

.31
-.09
57.02
906.72
-476.29
2.86
-2900.72
-8794.11
-3686.52
2437.24

.19
-.11
.03
.06
-.03
.00
-.04
-.19
-.08
.04

8.51*
-4.09*
1.16
2.55*
-.33
.02
-1.75
-6.79*
-2.75*
1.60

R^
Constant
df
F-Ratio

- P<.05.

.165
6128.67
13 & 1842
27.94*
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Table 14. Continued

Step 3

1978 Wife's Wage
Change in Wife's Wage
1978 Family Income Minus
Wife's Income
Change in Family Income
Minus Wife's Income
1979 Home Equity
Wife's Age
Wife's Education
Family Size
Family Size Squared
Race
North Central Region
Southern Region
Western Region
City Size—50,000 to 499,999
City Size—500,000 or more

b

beta

t score

4.17
6.15

.06
.10

2.73*
4.33*

.41

.24

9.50*

.29
—.09
50.45
899.30
-385.66
-6.48
-2159.17
-7982.98
-2219.25
3362.91
1255.21
4265.85

.18
-.12
.03
.06
-.03
-.00
-.03
-.17
-.05
.03
.03
.09

8.04*
-4.29*
1.20
2.54*
-.27
-.04
-1.29
-6.07*
-1.58
2.17*
1.13
3.33*

R^
Constant
df
F-Ratio

.170
4021.70
15 & 1840
25.10*
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live in cities that have a population of less than 500,000.

Slope dummy analysis
A slope dummy analysis was done in Model IV to test if there were
interactions between the average hourly earnings of the wife and the
following independent variables: age of the wife, education of the wife,
family income excluding the wife's income, race, region of the country,
city size, and family size.
described for Model III.

The same procedure was used here as is

Mo significant interactions were found in Model

IV.

Comparison of the Models
In predicting home equity levels (Model III), both the income
variables and the variables indicating the stage of the life cycle are
significant.

However, in predicting the change in home equity levels

(Model IV), more than any of the other variables, the income variables are
significant.

It appears that the characteristics of the family are

important criteria in determining the initial level of home equity, but if
there is to be an increase in that level, the available resources are a
primary determining factor in whether an increase in home equity is
achieved.
Race is significant only in Model III.

It is more likely that whites

will have higher levels of home equity than nonwhites.

There is no

difference, however, between whites and nonwhites in predicting the level
of change in home equity. There is a greater probability that families
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will have high levels of home equity and greater increases in home equity
levels if they live in large city areas (500,000 or more) compared to more
rural areas.
The findings of this study are indicative of what has been happening
economically in the Midwest and in other areas of the country at the end
of the 1970s and early 1980s. The North Central region has the lowest
predicted values of home equity as well as the smallest increases in horns
equity levels, indicating the depressed nature of the Midwest economy.
The high levels of home equity in the West are indicative of the boom in
the economy that is occurring in that part of the country.
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CHAPTER VI:

SWIMARY AMD CONCLUSIONS

Purpose
The purpose of this study was to investigate the impact of the
employment of the wife outside of the home on the accumulation of family
assets as measured by the acquisition of home ownership and the
accumulation of equity in an owner-occupied dwelling. The study was
limited to husband-wife households because of the interest in ascertaining
the contribution of the second income in the household to obtaining equity
in a home.

Procedure
The data for this study were obtained from the Panel Study of Income
Dynamics, a longitudinal survey conducted by the University of .Michigan
Survey Research Center.

An initial sample of about 5,000 households was

interviewed in 1968 and reinterviewcd annually.

A subsample of these data

was used in this study. The subsample included all husband-wife far.ilies
that remained intact and had the same household head from 1979 to 1983.
The data were weighted throughout the analysis to assure that the sample
provided approximately unbiased and consistent estimates of this
population in the coterminous United States.
There were four models analyzed in the study.

Home ownership status

in 1983 was the dependent variable in Model I; change in the home
ownership status was the dependent variable in Model II; home equity level
in 1983 was the dependent variable in Model III; and change in home equity
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level was the dependent variable in Model IV. In each of the four models,
the exogenous variables were identical except for the addition of the 1979
home equity variable in Model IV.

The wife's wage in 1978 and the change

in wife's wage were entered first in the logistic regression or OLS
regression analysis followed by the sociodemographic variables.

The

analyses were completed in this order to ascertain first, the impact of
the employment of the wife and second, whether the relationship was
spurious.
A crosstabulation analysis followed the Model II logistic analysis.
It investigated the relationship between the change in home ownership
status and the change in the employment status of the wife between 1979
and 1983.

An intercept and slope dummy analysis followed the OLS

regression analysis for Models III and IV.
with the following variables:

The dummy analyses wore done

age of the wife, education of the wife,

family income excluding the wife's income, race, region of the country,
city size, and family size.

Major Findings
The hypothesis that home ownership is a function of the wife's wages
from employment controlling for selected household characteristics was not
rejected. Families in which the wife earned high average hourly wages
were more likely to be homeowners then families in which the wife earned
low average hourly wages.

Both the income variables and the variables

that indicate the stage of the family life cycle are predictors of home
ownership. Those who live in small cities had a higher probability of
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owning a home than those who live in large cities.
The second hypothesis was that among those who rent in time 1,
changing from renter status to owner status is a function of the wife's
wages when controlling for selected household characteristics.
hypothesis was rejected.

The

After entering the socioeconomic variables into

the equation, none of the income variables including the wife's earnings
variables were significant in the prediction of the change in home
ownership status.

Only variables that indicate the stage of the family

life cycle and region of the country were significant. The preference for
home ownership is so strong that although income may be important in
making the decision, it is not the overriding factor in the decision to
purchase a dwelling.
The third hypothesis was that home equity is a function of the wife's
wages from employment controlling for selected household characteristics.
The hypothesis was not rejected.

Families with high levels of 1933 home

equity have a wife who earns a high wage.

While the wife's earnings are a

factor in predicting the level of home equity, it is not the most
important factor.

Although the R

2

went from 3 percent in the first step

of the OLS regression when only the wife's earnings were entered to 44
percent in the second step when all the other exogenous variables were
entered, the wife's average hourly earnings remained significant,
indicating that the relationship between home equity and wife's average
hourly earnings is not spurious.
The fourth hypothesis was that among those who are owners in time 1
and time 2, the change in home equity is a function of the wife's wage
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when controlling for selected household characteristics. The hypothesis
is not rejected. Those families who have an increase in their home equity
values between 1979 and 1983 have a high probability of having a wife v/ho
earns a high wage.

Since the wife's earnings variables continue to be

significant in the second step of the regression analysis, the
relationship between the change in home equity and the wife's earnings is
not spurious.
Families managed differently in preparing for a large purchase like a
house. Of the families who changed from nonowner status to owner status
and where the wife changed her work status, 10 percent were anticipators;
the wife started to work before the family bought the house. Twelve
percent were delayed reactors.

They probably waited until there was a

financial need before they pursued their options.

In these families, the

wife started to work after the purchase of the home.

In a third group

(9%), the wife started to work in the same year that the family became a
home owner.
An intercept dummy analysis was done to ascertain differences in home
equity levels and change in home equity levels by various independent
variables.

Whites had higher equity levels than nonwhites.

The Western

region of the country had higher levels of equity and the North Central
region had lower levels of equity compared to the Northeastern region of
the country.

Cities of 500,000 or more have higher levels of equity tiian

those with populations of under 50,000 or those with populations between
50,000 and 499,999.
It was clear that as the family income excluding the wife's labor
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income increased so did the predicted value of home equity.

As families

acquired more income, they invested more of it into their home.

As the

wife was relatively old and had a high level of education, it was more
likely that the family had high levels of home equity.
The change in home equity was significantly lower in the North
Central region compared to the Northeastern region.

Families who lived in

large cities (500,000 or more) had a larger increase in home equity levels
than the families who lived in cities with populations of less than
500,000.

Conclusions
The family's stage of the life cycle is a strong indicator of whether
a family changes from nonowner to owner status.

However, when the wife's

average hourly earnings are high, it is more likely that the family will
own a house, have a high level of home equity, and have a large increase
in the level of home equity over time.
The preference for home ownership is so strong that although income
may be important in making the decision, it is not the overriding factor
in the decision to buy a house.

And although the wife's average hourly

earnings are a factor in predicting home ownership status and the level of
home equity attained, it is not the most important factor.
It appeared from the data that the actual value of the wife's average
hourly earnings was important in the prediction of home ownership or level
of home equity at any point in time whereas the change in the variable
from one point to another was an important factor in predicting the change

09

in home ownership or the change in home equity level from one point to
another.

When families are expecting to make a change in their lives that

involves a large expenditure, some of them may take into consideration the
types of changes that have occurred in the family income sources in the
recent past.

What has happened in the recent past is generally a fairly

good indicator of what will happen in the near future.
Another conclusion from this study is that although income does
matter in the decision to purchase a house, there is not the careful
plotting and planning that many family management practitioners assume is
the general mode of operation. There were a few more families who made
the decision to buy the house and then the wife started working to help
meet the payments than there were families where the wife started working
prior to the house purchase to save for the down payment.

Relationships to Previous Research
A notable finding in most of the studies reviewed in the literature
review section on the effect of the wife's employment status on family net
worth was the negative association between the employment of the wife and
the change in net worth.

This study provides fairly conclusive evidence

that when the wife works outside the home, it does make a difference in
predicting the probability of home ownership, the level of equity, and the
change in equity.

Unlike the previous research, the relationship between

the wife's average hourly earnings and these dependent variables in this
study is a positive one.
One of the potential reasons for discovering such a finding is that
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the measure of the wife's employment in this study may be superior to the
measure used in most of the previous studies. The other studies most
often used a dichotomous variable indicating whether the wife worked
outside the home.

The measure in this study (wife's average hourly

earnings) is continuous and thus, it is more sensitive.
Wife's average hourly earnings is also more sensitive in the sense
that it includes both a measure of the amount of time spent in the labor
force and the wage she can command in the labor force.

Thus, the measure

gives credibility to those wives who only work part-time but can command a
high wage as well as those wives who work full-time but command a lower
wage.
Another reason for discovering such a finding is that in this study
the dependent variable is home equity.

In most of the previous studies,

either net worth or net assets was the dependent variable.

Home equity in

those equations absorbed so much of the variance that any of the other
relationships were hidden.

In this study, those relationships are able to

appear because hone equity is the dependent variable rather than net
worth.
Many of the previous studies were done in the early 1970s or earlier.
This study uses data from the early 1980s. Ten years makes a big
difference considering the changes that have occurred: (1) the continual
increase of the labor force participation of married women, particularly
married women with young children, (2) the change in credit laws that
require that a wife's income be included in the determination of the
qualifications for a mortgage loan, (3) society's more general acceptance
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of the working wife which may mean that there is a trend toward families
considering the wife's income as closer to permanent income rather than
transitory income.

This study does provide evidence that home ownership

and home equity are a function of the wife's working outside the home.

Suggestions for Further Study
Because of the specification of the sample, the families in the
sample are fairly healthy financially. If a family experiences a
dissolution through divorce, for example, there is not as much money
available to change from nonowner status to owner status. It would be
interesting to observe if the same relationships between independent and
dependent variables would exist if the sample qualifications were relaxed
to include families where the head of the family has changed.
More studies have found that the employment status of the wife has
not been significant in predicting asset accumulation or expenditures over
and above the other family income than those that have found it to be
significant in predicting asset accumulation or expenditures.

Although

this study found the wife's average hourly earnings not significant in
predicting change in home ownership status, families with high wife's
earnings were more likely to own a home, have a high home equity level,
and an increase in home equity over time.

More studies need to be done

with more recent data to discover whether the results are data specific or
whether the continued trend toward increased participation of wives in the
labor force does contribute to a family's asset accumulation.
There were differences between different regions and between
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different sizes of cities.

It would be interesting to see if the

relationships are the same within the different regions of the country,
within different city sizes, and between races compared to the entire
sample.
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APPENDIX
Table 15.

Frequencies for the Independent Variables in Model II

Mean or Mean Category
1978 Wife's Wages
Change in Wife's Wages
Size of City
1978 Family Income Minus Wife's Income
Change in Family Income Minus Wife's Incotnc
Wife's Age
Wife's Education
Family Size
Race
North Central Region
Southern Region
Western Region
Northeastern Region

Table 16.

$2.53
$1.26
50,000 to 9 9 , 9 9 9
$16,782
$6,155
36
12
3.7
White (85%)
21%
32%
18%
30%

Frequencies for the Independent Variables in Model III

Mean or Mean Category
1978 Wife's Wages
Change in Wife's Wages
Size of City
1978 Family Income Minus Wife's Income
Change in Family Income Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Race
North Central Region
Southern Region
Western Region
Northeastern Region

$3.01
$1.13
50,000 to 99,999
$22,476
$8,028
42
12
3.5
White (91%)
31%
30%
17%
22%
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Table 17.

Frequencies for the Independent Variables in Model IV

Mean or Mean Category
197S Wife's Wages
Change in Wife's Wages
Size of City
1978 Family Income Minus Wife's Income
Change in Family Income Minus Wife's Income
Wife's Age
Wife's Education
Family Size
Race
North Central Region
Southern Region
Western Region
Northeastern Region

$3.09
$1.07
50,000 to 99,999
$22,333
$3,002
43
12
3.5
White (91%)
32%
29%
16%
22%
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