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Summary

"

Homogamy is one of the possible drivers of income inequality in society. This study
analyses the influence of homogamy in partners’ earnings on income inequality in
Switzerland using data of the Swiss Household Panel from 1999 to 2015. The first part
monitors homogamy in educational levels, parental education, hourly wages and
realised yearly earnings using correlation coefficients. The second part estimates the
impact of assortative mating on income inequality using counterfactual simulations. By
focusing not only on realised earnings but also on hourly wages, we can distinguish
between the effect of homogamy from the effects of labour supply adjustments. In
addition, we take into account the selection into partnership. Results show a very
weak correlation between partners’ realised earnings. The observed Gini coefficient of
realised earnings is not different from the Gini in a scenario where partners match
independently of their earnings. Two processes explain these results. First, there is
relatively little homogamy in hourly wages. Second, adjustments of labour supply to
partner’s characteristics have an equalising effect that can offset the impact of

homogamy.

Keywords: Income inequality, homogamy, labour supply, education, earnings,
Switzerland



The impact of assortative mating on income

inequality in Switzerland

Ursina Kuhn' and Laura Ravazzini®

1. Introduction

Income inequality is a rising concern of our societies. There is an extensive body of
research that addresses the causes of income inequality. More recently, the role of
socio-demographic changes, such as aging or the increasing number of single
households has received growing attention. In this paper, we address homogamy in
Switzerland and study how the similarity in partners’ earnings at the micro level affects

income inequality at the macro level.

Homogamy represents the preference to choose a similar partner over other potential
partners. There have been claims that homogamy in terms of education, occupation
and earnings has become stronger over time. Homogamy in earnings is relevant for
the income distribution because societies in which similar earners intermarry are more
unequal than those in which high earners marry low earners (Lam 1997; Schwartz
2010). Homogamy refers to equality within couples and is associated with a higher
inequality between couples. Homogamy can result both from assortative mating (the
preference to choose a similar partner over other possible partners) and from changed
composition of the population. Both processes might be responsible for rising
homogamy. A first possible reason for increasing homogamy in earnings is that
economic success might have become more relevant in the selection of a partner
(Kalmijn 1998; Sweeney and Cancian 2004). According to the status attainment
hypothesis, modernisation gives more importance to achieved characteristics such as
education or income than to ascribed characteristics such as ethnicity or social origin
(Schwartz 2013; Goode 1963). Second, the educational expansion among women

increased the opportunities to meet the future partner among schoolmates or among
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colleagues. Third, the gap between women and men in terms of educational levels,
wages and labour force participation has declined at the macro level. This may have
translated into smaller differences in earnings within couples at the micro level. Even if
mating patterns do not change, educational expansion leads to more couples in which

both partners have a tertiary education degree.

Several previous studies have estimated the impact of homogamy on inequality.
Whereas some see rising homogamy as a driver of income inequality (Aslaksen,
Wennemo, and Aaberge 2005; Esping-Andersen 2007; Schwartz 2010), others find
only a limited influence of homogamy on rising income inequalities (Kremer 1997;
Breen and Andersen 2012; Greenwood et al. 2014). In this contribution, we measure
the impact of homogamy among cohabiting couples on earnings inequality at the
societal level using data of the Swiss Household Panel. As methodological approach,
we compare the observed earnings inequality to counterfactual distributions assuming
different mating patterns. To the best of our knowledge, the effect of homogamy on

income inequality has never been investigated in Switzerland before.

There are a few particularities with respect to earnings of couples, which make
Switzerland an interesting case study. First, previous research has revealed a
markedly weak correlation between spouses’ earnings in Switzerland (Cancian and
Schoeni 1998; Gerfin 1993; Kuhn and Ravazzini 2017). Second, Switzerland’s
household income inequality has remained stable since 2000 (Suter et al. 2016) and,
since 2010, it is slightly below the European average. Third, Switzerland has a
particular labour force from a gender perspective. Female labour force participation is
high (79.8% in 2015) and, according to national definitions, part-time work is more
common among women than in any other OECD country. In addition, there is no
general wage-penalty for part-time work (Schmid 2016). It may be of interest to
analyse the relation between these different facts. A previous study demonstrated that
the rising female labour supply contributed to stable income inequality in Switzerland
(Kuhn and Ravazzini 2017). In this contribution, we test whether the weak correlation
between spouses’ earnings and the modest income inequality is also the result of a

weak homogamy in earnings.

Besides providing evidence on a new and interesting case, our study overcomes two
major shortcomings of most previous analyses. The first is that most studies neglect
the fact that the relationship between partner’s earnings is not only determined by the

formation of couples (assortative mating), but also by decisions taken during the



relationship. Most importantly, women have shown to adapt their labour supply to
their partner’s earnings and to their family situation (Aaberge, Dagsvik, and Strem
1995; Gerfin and Leu 2007; Pestel 2017). If women with high earning partners work
fewer hours than women with low earning partners, the correlation in realised earnings
will be considerably weaker than the correlation in hourly wage. Many studies on
homogamy neglect the effect of labour supply when interpreting the relationship
between partners’ earnings (see Pestel 2017 for an exception). To distinguish effects
resulting from mating patterns from effects resulting from labour supply adjustments,
we will analyse not only observed earnings but also hourly wage, which do not depend
directly on working hours. The second shortcoming of many previous studies is the
ignorance of single households (see Breen and Salazar 2011 for an exception). Not
only the choice of the partner, but also the selection into partnership, is likely to have

an impact on income inequality between households.?

In the next section, we discuss the links between homogamy and income inequality
and present literature on this subject. We then proceed with the data and methods,

before presenting our results and conclusions.

2. Assortative mating and income inequality

The sociological literature has a long tradition in studying homogamy as an indicator
of openness or closure of societies. Homogamy can hinder mobility across social
classes and strengthen inequalities between households (e.g. Kalmijn 1998). This
sociological strand of literature has focused strongly on education and occupation.

Given that our interest is earnings inequality, we will focus on homogamy in earnings
rather than on homogamy in education. On the one hand, homogeneity in earnings
can be seen as a consequence of homogamy in educational levels, age, social
background or other characteristics. Homogamy in these characteristics will translate
into earnings inequality between couples to the extent to which they are related to
earnings. If the relationship between education and earnings is only weak, a high
educational homogamy will have only little effects on homogamy in earnings and
earnings inequality (Breen and Salazar 2011; Schwartz 2013). On the other hand,
earnings and wage potentials might play a role in the selection of a partner beyond

such socio-demographic characteristics. Even if homogamy in education is weak,

3 A body of literature focuses on household size and in particular on single households as a driver of
income inequality, but does not address the selection into partnership (Western et al. 2008; Kollmeyer
2012).



there might be a considerable homogamy in earnings. Several studies claim that, due
to the educational expansion, tertiary education has lost its signalling effect for high
earnings and prestige (Collins 1971). Wage differentials within tertiary educated
individuals have indeed increased strongly over time in many countries (Lemieux 2006;
Autor, Katz, and Kearney 2008 for the USA, Budria and Telhado-Pereira 2011 for
European countries). The empirical evidence about economic returns to education
more in general (the impact of education on earnings) is mixed. Several studies argue
that economic returns to education have increased, suggesting that educational
assortative mating has become more important for income inequality even if mating
patterns have not changed (Eika, Mogstad, and Zafar 2014).

There is an important difference between homogamy in earnings and homogamy in
education: homogamy in earnings varies considerably over the life course. In addition,
partnership and family situation are known to change labour supply and hourly wages
through intra-couple decisions (e.g. division of labour) and the labour market (e.g.
through motherhood wage penalty). In Switzerland, we know that the gap in earning
within couples tends to widen over the duration of the relationship (Ravazzini and
Kuhn, 2017).

A popular approach to measure homogamy in earnings is the income correlation
among dual-earner couples (Cancian, Danziger, and Gottschalk 1993; Cancian and
Reed 1999; Reed and Cancian 2001; Blackburn and Bloom 1995). Schwartz (2010)
estimated that the growing association between spouses’ earnings explained between
17 to 51% of the increase in earnings inequality among married couples in the USA.
Larrimore (2014) specified that the correlation of spouses’ earnings accounted for
17% of the increase in income inequality in the 1980s, but no longer contributed to
this rise between 2000 and 2007. Labour supply decisions rather than changes in
assortative mating explain this change. In the 1980s, mainly women married to high-
earning men entered the labour market. Later on, mainly women married to non-
working men increased their employment. Larrimore attributes this behavioural
change to public policies (e.g. the 1996 Welfare Reform Act and the reform of the
Earned Income Tax Credit between 1993 and 1996).

It is important to clarify that the correlation in partners’ incomes is not sufficient to
measure the role of assortative mating on income inequality. Apart from the selection
of the partner, the correlation between spouses’ earnings is determined by many other
factors (e.g.: labour supply decisions, segregation, motherhood-wage penalty, levels
of education of women and men in the population). Considering that previous studies
have documented a very weak correlation of spouse’s earnings in Switzerland,

possible explanations for this are a weak homogamy in education or wage levels,



gender segregation and labour supply of individuals.* Instead of correlations, most
recent studies rely on a more elaborated methodology to measure the impact of
assortative mating on income inequality. Most frequently, the observed income
distribution is compared to a counterfactual distribution assuming random mating
patters. Most analyses found indeed that assortative mating is not a driver of the
increased income inequality in the US (Breen and Salazar 2011; Greenwood et al.
2014; Hryshko, Juhn, and McCue 2015; Kremer 1997) and in some European
countries (Breen and Andersen 2012 for Denmark; Breen and Salazar 2010 for the UK;
Eika, Mogstad, and Zafar 2014 for Norway; Frémeaux and Lefranc 2015 for France;
Pestel 2017 for Germany). They conclude that the impact of assortative mating on
income inequality has remained rather stable over time. For example in Norway, the
Gini coefficient in 2007 is only 4% higher compared to a situation where spouses are
randomly matched (Eika, Mogstad, and Zafar 2014). An exception is Aslaksen et al.
(2005) who claim that “flocking together” (defined as the disequalising effect of
assortative mating on family income inequality) has been stronger in the 1990s than in

the 1980s in Norway.

3. Data and methods

We study the link between homogamy in socio-economic characteristics and earnings
inequality using data from the Swiss Household Panel (SHP) 1999-2015. The SHP
follows households on a yearly basis and includes three samples (SHP | since 1999,
SHP I since 2004, SHP IIl since 2013). There are individual interviews with each
household member older than 14 years. We select individuals within the classical
working age range (25-64 years old) who are able to work. Couples, where at least

one partner is outside this age range have been excluded from the analysis.

We start our empirical analysis by monitoring and comparing the evolution of different
types of homogamy over time. For this first part, we focus on heterosexual couples
and compare correlation coefficients of four socio-economic characteristics:
education, education of parents, hourly wage and yearly earnings. The sample size
ranges from 1674 couples (in 2003) to 3402 couples (in 2014).

4 We do not think that measurement error explains the weak correlation of spouses’ earnings in
Switzerland because there is no reason to believe that measurement error is more pronounced in the
Swiss data compared to other data. Furthermore, the very weak correlation has been found in different
data sources.



The comparability of correlation coefficients across such different variables as
educational levels and yearly earnings is limited because measurement units for
education (either educational levels or years of education) differ from measurement
units for earnings (CHF per hour, CHF per year). Considering the dual educational
system, it is even problematic to impose an ordinal measure of education. For
example, it is not clear whether a maturity degree is superior or inferior to a finished
apprenticeship. Although this could be resolved by grouping different educational
levels together (e.g. according to the ISCED classification), such an approach brings a
considerable loss of information. The correlation is even more problematic for parental
education, where any combination of father’s and mother’s education would need to

be translated into an ordinal scale.

To avoid assumptions on the rank-ordering of education and to maintain the fine-
grained categories of educational levels, we will order educational categories by wage
levels. For parental education, we predict hourly wages at the basis of father’s and
mother’s education for each survey year. The rank-order necessary for correlations is
therefore obtained through the data rather than through theoretical assumptions. We
will compute rank-order correlations (Spearman correlation) not only for education, but
also for earnings. This approach limits the effect of outliers, does not assume a linear
relationship between partner’s earnings and refers to relative homogamy rather than

absolute homogamy.

For educational levels, the SHP distinguishes the following categories: compulsory
school or less (1), elementary vocational training (2), domestic science course, 1 year
school of commerce or general training school (3), apprenticeship (4), full-time
vocational school (5), vocational maturity, teacher training college , maturity (6),
vocational high school with federal master certificate (7), technical or vocational high
school (8), university of applied science or university of teacher education (9),

academic university (10), PhD (11).

Hourly wages have been computed at the basis of hourly wages and weekly working
hours, but this information is often missing. Some respondents did not respond to the
respective questions (13% of men and 15.8% of women participating in the individual
interview). In addition, 5.9% of men and 21% of women participating in the individual
interview did not work at the moment of the interview. We imputed hourly wages for
both types of missing values. For inactive individuals, the imputed hourly wages do

not represent realised earnings, but a simulated wage potential. It is important to



include these individuals into the analysis to avoid important selection bias. The SHP
provides a very good basis for such imputations because it includes information on
earnings from other panel waves and asks inactive individuals about their last job (e.g.
self-employment, profession, hierarchical position and economic sector). The
simulated hourly wages of non-working individuals are indeed considerably lower than
hourly wages of active individuals, which illustrates the selection bias when this group
is excluded from the analysis. °* We have top-coded earnings to exclude implausible

values and limit the influence of outliers.®

In the second analysis, we estimate the impact of assortative mating on earnings
inequality. We compare actual Gini coefficients with counterfactual scenarios
assuming that assortative mating is maximal (e.g. the highest earning woman
cohabitates with the highest earning man), minimal (e.g. the highest earning woman
cohabitates with the lowest earning man) or random assignment of partners. Gini
coefficients are the most commonly used indices of inequality and they range from a
minimum of 0, where inequality does not exist, to a maximum of 1, where there is
perfect inequality. As other index-based approaches (see Breen and Salazar 2010),
this methodology is not able to capture precise individual changes in labour supply for
which more-sophisticated labour supply models are required (see Bredemeier and
Juessen 2013; Pestel 2017). To address the fact that working hours might change with
different partners, we estimate counterfactual distributions not only for yearly earnings

but also for hourly wage.

5 We used a sequential procedure for the imputation. If information on the hourly wage of an individual
was available in a previous wave, we impute this with this former value adjusted for inflation. This was
possible for 51% of individuals with missing hourly wage and for 29% of inactive individuals. If no such
information was available, we used information from the next wave if possible (11% of individuals with
missing hourly wage, 4% of inactive). The remaining missing information has been imputed using the
iterative algorithm from« mi impute chained » in Stata separately for men and women.

The regression included many variables on the employment situation from the current or previous job
(self-employment, ISCO code, hierarchical position, economic sector), as well as region, education, age,
civil status, children, residence permit and fluency in national language. The R-squared for the imputation
of hourly wage is 0.35 for men and 0.28 for women.

8 Hourly wages have been top-coded at 10 times their median value of each survey year. For realised
earnings, we top-coded the 0.25 percent wages.



4. Homogamy in education, hourly wages, and
yearly earnings

We compare partners’ rank-order correlations in their educational levels, their parents’
educational level, hourly wages and yearly earnings (realised earnings). This is

illustrated in Figure 1.

Figure 1: Correlation in spouses’ education, parental education, hourly wages
and yearly earnings, 1999-2015
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Notes: Authors’ computations with the SHP 1999-2015. Number of observations (couples): 39’685 (1962-
3402 per year). The correlation coefficients of education (own education and parental education) is based
on predicted yearly earnings and 11 educational levels. Hourly wage has been imputed for missing values
and inactive individuals. Source: SHP 1999-2015. Data have been weighted using cross-sectional
individual weights.

Figure 1 shows that the correlation is strongest for educational homogamy with
coefficients ranging between .39 and .45. The correlation created with parental
education ranges between .18 and .28 and is clearly weaker, but substantial. We can
therefore affirm that parental education is still an important characteristic for couple
formation and represents a channel of transmission of social status through
generations. Educational homogamy has remained rather stable over time, but the

homogamy in parental education seems to have declined slightly.”

7 To test the possible impact of panel attrition, we compared the first waves of the different SHP samples
(SHP 1'in 1999, SHP Il in 2004, SHP il in 2014). For own education, the correlation coefficient was 0.44 in
1999 and 2004 and amounted to 0.46 in 2015. For parental education, the correlation amounted to 0.27
in 1999, 0.24 in 2004 and 0.28 in 2014. Considering the limited sample size of these analyses, we can
confirm relatively stable correlation for education from 1999 to 2015.



Hourly wages of partners are positively correlated with values ranging between .15
and .24, which reveals sorting on ability to generate labour income. The fact that the
correlation of hourly wages is clearly weaker than the correlation of educational levels
shows that wages are only partly determined by education. In other words, the level of
education is only one among many components explaining hourly wages. Different
fields of study, different career paths and the gender-wage gap are the most probable
causes for this dissonance in correlation levels. Interestingly, wage homogeneity
seems to have increased slightly over time, suggesting that economic aspects played
a more important role for mating patterns in 2015 as they did in 1999. The average
correlation from 1999-2007 amounted to .17, while the average correlation from 2008-
2015 reached .20.8

Finally, we turn to yearly earnings, which are hardly correlated between spouses.
Considering that the correlation for hourly wage is clearly positive and stronger than
for yearly earnings, it becomes clear that labour supply is responsible for the absent
correlation of realised earnings in Switzerland. Even if there is no strong time trend,
the correlation seems to have become stronger in recent years. The average
correlation from 1999-2007 amounted to .01, while the average correlation from 2008-
2015 reached .02.°

The fact that the different types of economic homogamy (captured by correlation
coefficients) have evolved differently over time reveals two interesting conclusions.
First, the increasing correlation for earnings cannot be explained by increasing
educational homogamy. Second, the stronger correlation of partners’ realised
earnings in recent years can be explained neither by stronger educational assortative
mating nor by stronger sorting on wage potentials. Rather, women seem to adjust
their labour supply less strongly to their partner’s characteristics. Therefore, rising
female labour force participation is responsible for the increasing correlation of
realised earnings over time. Women have increased both their participation rates and
their work percentages (see e.g. Kuhn and Ravazzini 2017). Nevertheless, the
correlation of yearly earnings is close to zero and therefore considerably weaker than

in other countries. Harkness (2013) compared 17 industrialised countries for a

8 To assure that the time trend is significant, we have also estimated a linear regression of hourly wages
on partner’s hourly wages and an interaction with the time trend. Pearson correlation coefficients are
slightly weaker than the rank-order correlations in Figure 1 (average of 0.12 from 1999-20015 compared
to average of 0.18).

¢ Pearson correlation coefficients are slightly higher (average of 0.03 from 1999-2007, average of 0.05
from 2008-2015, average of 0.04 from 1999-2015). The average of the Spearman correlation coefficients
from 1999-2015 amount to 0.02.



comparable sample selection as in the current study. She reported values between
.09 in the Netherlands and .42 in Sweden for 2005. A comparison with recent
correlations for France (Frémeaux and Lefranc 2015), which are around .35 for
earnings potentials, confirms that assortative mating appears to be relatively low in
Switzerland. The situation in West Germany is however not so different. Pestel (2017)
finds that correlation of spouses’ realised earnings have changed from slightly
negative to slightly positive in 2000. The values of the correlation in East Germany are
always positive and approximately range between .05 and .15. The absent correlation
in Switzerland is most likely due to predominant part-time work among working
women and the adaptation of women’s working hours to their partners’ situation.
Women with highly earning partners tend to work less than women with low earning
partners (Gerfin and Leu 2007; Kuhn and Ravazzini 2017). Weak assortative mating on
earnings and earnings potential, as well as strong gender segregation might further
contribute to this weak correlation. Finally and despite these small changes, the

situation in Switzerland since 1999 can be considered as rather stable.

We performed some sensitivity analysis to test whether methodological aspects are
responsible for the different time-trends for education and for earnings. A first point
that deserves a closer look is the impact of imputation of earnings. In contrast to
random noise in the data, imputed values could affect correlation coefficients in both
directions. To have an idea of this effect in our data, we compared the correlation
coefficients of our data including and excluding imputations. Our findings for yearly
earnings are hardly affected by the imputed values, but point to even weaker
correlations without imputations (pooling all years together, we measure Pearson
correlation coefficients of .02 for all couples and of .00 for observed couples only). In
contrast, the correlation of observed hourly wages yields slightly stronger correlation
coefficients (.17) than the correlation for all hourly wages (.11, including imputed
values). The difference originates mainly from the imputation of inactive individuals
because the correlation of observed hourly earnings limits the sample to double-
earner couples. Since inactive individuals have relatively low hourly wages, the
inclusion of inactive individuals weakens the correlation of hourly wages. If we
consider imputed values for inactive individuals, but exclude imputations for non-
respondents, the correlation coefficient over all survey years’ pooled together
amounts to .13 (compared to .17 for double earning couples). Despite this small
difference, we maintain that the weak correlation of spouses’ yearly earnings and

hourly wages are therefore not produced by the imputation procedure.
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A second methodological aspect is the duration of cohabitation. While parental
education and, to a lesser extent, own education are stable characteristics, earnings
vary over time. Through aging of individuals in the SHP-sample and attrition of
separated individuals, long-term couples might be overestimated in more recent years
of the panel. But since wage-gaps within couples tend to widen over the course of the
relationship (Ravazzini and Kuhn 2017), we can exclude that the overrepresentation of
long-term couples explains the stronger correlation of spouses in later years

compared to earlier years.

5. Homogamy in earnings and income inequality

We now focus on the impact of assortative mating on income inequality. Even if
assortative mating in Switzerland has changed only little over time, the consequences
in terms of income inequality might have changed to a larger extent. This is because
the correlation of earnings is only one among several factors explaining income

inequality (see e.g. Harkness 2013).

Following the methodology developed by Aslaksen et al. (2005), we proceed in three
steps. First, we separate women and men and sort them according to their realised
earnings. Second, we reassign partners assuming extreme assortative mating
scenarios: maximum assortative mating (highest earning woman is the partner of the
highest earning man), minimum assortative mating (highest earning woman is the
partner of the least earning) and random assortative mating. Third, we compute Gini
indices for these different mating patterns and compare their levels to the observed
level of inequality.'® This approach is a direct way to estimate the potential and actual

impact of assortative mating on earnings inequality.

To address two possible problems, we extend this approach for our application. First,
measuring income inequality with random partners assumes that there are no labour
supply adjustments according to partners’ earnings (Pestel 2017). As mentioned
above, this assumption does not hold in Switzerland. We therefore compute the Gini
index both for realised earnings and for hourly wage. Given that there is no general
part-time wage penalty in Switzerland (Schmid 2016), we do not expect that labour
supply affects hourly wages. The second problem of previous studies is that they have

focused on couples only. By construction, potential effects of selection into

10 We have computed results also for the Theil index obtaining extremely similar results.
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partnership are therefore ignored. To address this issue, we provide two estimates for
random mating. The first estimate follows the approach of previous studies and
reassigns partners among couple households. The second estimate includes also
single households into the random mating process and keeps the share of single and
couple households constant. The Gini index is computed for couples only to avoid

distortion from different household sizes.

Results of this simulation exercise are presented in the upper part of Table 1 for
realised annual earnings, which are determined both by the wage level and by working
hours. We only show results for 2000, 2008 and 2015, but the main results hold for
other years as well. The most important finding is that the observed earnings
inequality does not differ from the counterfactual inequality assuming random mating.
This suggests that assortative mating does not contribute to earnings inequality, but
only under the (implausible) assumption that working hours do not depend on the
partner. Such an interpretation assumes that working hours do not change with a
different partner and this is not always the case. If random mating includes also the
probability to live with a partner instead of remaining single, we still do not observe a
difference between observed and random mating patterns. This means that the
selection into partnership does not have consequences in terms of earnings inequality
among couples. Another interesting aspect in Table 1 is the minimum and maximum
inequality measures. We notice that assortative mating has a high potential impact on
income inequality. Assuming that the highest earning woman is living with the lowest
earning man, the Gini index would only amount to .1 in 2015. In the opposite scenario,
where the highest earning man lives with the highest earning woman, we would
observe a Gini index of .37. The minimum and maximum values show that observed
inequality is closer to the maximum than to the minimum. This is not the result of
assortative mating because the same is true for random mating patters. Inequality is
closer to the maximum level than the minimum level because earnings do not follow a

normal distribution, but are right skewed.

To separate the aspect of labour supply from the aspect of hourly wages, we now
address inequality in hourly wages. Results are presented in the lower part of Table 1.
We note that the Gini coefficient for hourly (.19 in 2015) is lower than Gini-coefficient
for realised yearly earnings (.28 in 2015). This is because there is no variation and thus
no inequality in working hours. For random mating patterns, findings are also slightly
different than for annual earnings. The observed inequality is always higher than for

random mating patterns, but the 95% confidence intervals are at the margin of being

12



significant.' This suggests that assortative mating has a slight disequalising effect on
the income distribution. The same holds when we include a random selection into
partnership. This documents that it is not the selection into partnership, but the
selection of the partner that plays a role for income inequality. We find that assortative
mating slightly increases inequality in hourly wages, but this disequalising effect is
reduced or even offset by the adaptation of labour supply. Apparently, Switzerland
has remained within traditional division of labour within couples and this has limited

the effect of assortative mating on income inequality.

Table 1: Gini index of couples’ earnings measured with different paths of
assortative mating

Realised earnings (Yearly earnings)

Observed Random among | Random Minimum Maximum
couples among couples | among couples | among all
and singles
2000 294 .300 .296 127 .387
[.281 .306] [.287 .313] [.285 .307] [[116 .137] [.372 .401]
2008 .286 .281 275 101 .363
[.266 .305] [.265 .296] [.261 .288] [.085 .117] [.345 .380]
2015 278 273 .286 .090 .363
[.263 .292] [.256 .289] [.272 .299] [.076 .103] [.344 .381]
Hourly wage
Observed Random among | Random Minimum Maximum
couples among couples | among couples | among all
and singles
2000 .188 .182 .183 .073 .236
[[181 .196] [[174 .189] [[174 .192] [.066 .079] [.226 .247]
2008 .187 A71 170 .067 .232
[[176 .198] [.161 .180] [[161.179] [.057 .078] [.218 .246]
2015 .189 173 174 .071 .239
[[179 198] [.163 .183] [.165 .182] [.060 .082] [.224 .253]

Source: Authors’ computations with the SHP 2000-2015. Number of couples: 2449 in 2000, 2167 in 2008,
2960 in 2015, Gini coefficients have been computed from the sum of partners’ earnings. Gini coefficients,
95% confidence intervals in brackets. Data have been weighted using cross-sectional individual weights.

6. Conclusions

In the context of public debates on rising income inequality, it is important to
understand the main drivers of this evolution. This contribution is the first to address
the impact of assortative mating on earnings inequality in Switzerland. It addresses
claims that individuals live more frequently with partners with similar earnings, and
that homogamy contributes to earnings inequality between households. Our analyses

are based on the Swiss Household Panel from 1999 to 2015 and focus on earnings.

" We computed the different Gini coefficients for all available years (1999-2015). The confidence intervals
of observed inequality and inequality with random mating patterns overlapped in all years.
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Because earnings represent the most important income component, the earnings
inequality between household directly affect household income inequality.

In line with previous studies, we find a strong potential impact of assortative mating on
income inequality. However, the observed inequality in yearly earnings is very close to
the inequality we would observe if mating patterns were independent of annual
earnings. The main finding of the analysis for realised earnings is thus that assortative
mating does not contribute to earnings inequality between 2000 and 2015. This result
is in line with results from other countries and namely the US (Breen and Salazar 2011;
Greenwood et al. 2014; Hryshko, Juhn, and McCue 2015; Kremer 1997), Denmark
(Breen and Andersen 2012 for Denmark; Breen and Salazar 2010 for the UK; Eika,
Mogstad, and Zafar 2014 for Norway; Frémeaux and Lefranc 2015 for France; Pestel
2017 for Germany).

A distinction between hourly wages and realised yearly earnings reveals however a
more refined picture. Most importantly, there is considerable assortative mating on
hourly wages. The rank-order correlation of partners’ wage levels is positive with an
average of .18 over all the years. Nevertheless, the correlation of hourly wages seems
relatively weak compared to studies based on other countries. Homogamy in wage
levels is therefore modest in Switzerland. Modest levels of educational homogamy and
modest influence of education on the wage level are the most likely explanations. For
hourly wage, we found that assortative mating increases earnings inequality between
households slightly but not significantly. However, this small disequalising effect of
assortative mating in Switzerland is offset by labour supply adjustments. Other studies
have shown that, in Switzerland, women with high earning partners work fewer hours
than women with low earning partners (Gerfin and Leu 2007). Also studies for
Germany and France (Pestel 2017, Frémeaux and Lefranc 2015), have found that the
adaptation of labour supply to the earnings of the partner mitigates inequality at a
societal level. It is however to remark that this process amplifies inequality within
couples by a traditional division of labour. In this case, inequality within couples brings
more equality between couples. We found however some indications that this
adaptation might have declined over time. Further increases in women’s working
hours, particularly for women with high earning partners, are likely to increase income
inequality in the future. Considering everything, the small effects of assortative mating
on hourly wage and labour supply adjustments explain why we did not find any impact
of assortative mating on inequality of yearly earnings. We can conclude by saying that
homogamy in earnings has so far not contribute to household income inequality in

Switzerland.
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We also addressed some additional points, which are worth mentioning. First, we
dealt with the potential impact of selection into partnership on income inequality. Our
analysis reveals that the process of who remains single and who lives in a partnership
does not mitigate or aggravate earnings inequality. Second, we looked at the evolution
of educational assortative mating, which seemed stable over the period of observation
both for the education of the two partners and for parental education. The slight
increase of homogamy in hourly wages can therefore not be attributed to stronger
educational homogamy. A possible loss of signalling effect in terms of earnings and
prestige attached to the level of education through the educational expansion is a
possible explanation. It would be interesting to include other characteristics of
education, such as the prestige of the university or fields of study into the analysis.
The diverging trends in the correlations in educational levels, hourly wages and yearly
earnings illustrate that studies on one of these aspects alone cannot be used to infer

on others.
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