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Family Changes and Income Inequality
under Globalization

The Case of Hong Kong

Introduction

There is a long line of argument in the literature on urban development
that traces growing social polarization as indicated by widening
occupational and income disparities to the globalization of the urban
economy. More specifically, the development of an urban locale into
a global city has been regarded as a critical determinant of social
polarization. In this paper, I examine the case of Hong Kong, which
has attained the status of a major global city via the development of
producer and financial services with the acceleration of globalization.
According to the global city thesis, this process should give rise to the
deepening of occupational and income polarization. While showing
this thesis to be largely supported by the Hong Kong experience, I also
tackle the issue of whether there is a socio-demographic dimension
to the process of income polarization. I argue that income disparity
at the individual level is also reflected at the household level through
different patterns of family formation and household employment
strategies. Very briefly, through a quantitative analysis, this paper
argues that the impact of an increase in labour force participation by
wives and a higher correlation between the incomes of husbands and
wives over the 1990s has also accentuated income polarization at the
household level.

To substantiate thisargument, [use micro-data from the Population
Censuses to analyse the trends in household income inequality
between 1991 and 2001, a period of heightened globalization in Hong
Kong. By decomposing aggregate income inequality, isolating the
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contribution of husbands and wives, and examining different types of
households, this paper puts into sharp relief the ways in which local
and socio-demographic factors mediate the economic processes of
globalization.

The Global City-Polarization Thesis

The link between the rise of the global cities and social polarization has
been pushed to the forefront of social analysis since the 1980s. Sassen
(1991, 2001) and Friedmann (1986; also Friedmann and Wolff 1982),
in particular, have forcefully articulated a thesis of the distinctiveness
of the “global city” or “world city” in seeking to capture the impact
of the structural transformation of the world economy towards
accelerated globalization and increasing integration. As Sassen
(2000:4) has pointed out, today’s global cities are:

(1) command points in the organization of the world economy; (2)
key locations and marketplaces for the leading industries of the
current period — finance and specialized services for firms; and
(3) major sites of production for these industries, including the
production of innovations in these industries.

One of the most interesting and controversial aspects of the global
city thesis concerns the impact of the emergence of global cities as
“postindustrial production sites” and the ascendance of financial and
producer services in these cities on the broader social and economic
structure of major cities: the so-called polarization thesis.

It is argued that these sectoral and occupational trends have
exacerbated social inequality. Sassen (1998:137) summarized the
polarization thesis succinctly in terms of three dynamic processes:

(1) the growing inequality in the profit-making capacities of
different economic sectors and in the earning capacities of different
types of workers; (2) the polarization tendencies embedded
in the organization of service industries and the casualization
of the employment relation; and (3) the production of urban
marginality, particularly as a result of new structural processes of
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economic growth rather than those producing marginality through
abandonment.

Friedmann and Wolff (1982:322) also contended that “the primary
social fact about world city formation is the polarisation of its
social class divisions.” For both Wolff and Sassen, the expansion
of employment tends to cluster at the top and bottom ends of the
occupational/income distribution at the expense of the middle.
De-industrialization and the expansion of service industries have
contributed to this phenomenon. Manufacturing jobs paying middle-
level incomes have been replaced by service jobs that are either
relatively highly paid or relatively poorly paid. Sassen (1998) also
pointed to the casualization of employment relations at the lower end
of the labour market and in the labour-intensive service industries in
the form of rising job insecurity and part-time jobs. Job requirements
in the new service economy have also became polarized in terms of
educational and skill credentials. Jobs at the bottom are often filled by
marginal workers, primarily documented or undocumented migrants
from countries with a lower level of development. Sassen (1998) has
called this “dualization” in the organization of service industries. The
image of a “dual city” with a squeezed middle has therefore been
invoked to describe the social structure of the global city (Marcuse
1989:699). Occupational polarization in the sense of the expansion
of both the top and bottom levels of the occupational hierarchy is
therefore the driver of income inequality. Both of these changes are
supposed to be observable at the level of the individual.

The Household as the Missing Link?

The polarization thesis has been subjected to criticisms from several
angles. First, there are doubts as to whether the polarizing trend in
the occupational and income structures is really observable in global
cities (Hamnett 1994, 1996; Baum 1999). Second, the concept of
polarization as used in the literature on global cities has also been
found to be imprecise (Hamnett 1994). Finally, White (1998) also
criticized the “economic reductionist and ethnocentric” tendencies in
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the global city-polarization thesis and its neglect of the differences
among various allegedly global cities.

The attempts to dispute or empirically verify the polarization
thesis, however, have mostly made use of data on individual income
distribution (see Hamnet 1994; Baum 1999). While individual fortunes
are important, the household is perhaps an even more important unit
of analysis when we consider the impact of globalization on the
locality. As Baum (1999:1109) has reminded us: “The household is
important in a discussion of social polarisation due to its position
as a consumption unit and the association between this role and the
allocation of scarce resources in the wider social structure.” To be
fair, the current literature on global cities does occasionally bring up
the subject of the household or use household-level data, but there
has been no sustained discussion on the relationship between the
household and the impact of globalization. Bruegel (1996:1436),
for example, has argued that: “This linkage of household structure
changes to economic restructuring arising from globalisation might be
taken further. A decreasing reliance of households on male earnings
looks to be a more general attribute of global city economies.” I think
this line of investigation is critical for an understanding of rising
inequality in global cities.

Pahl (1988:251) attempted to draw a direct link between the
household level of analysis and social polarization by pointing to the
unequal distribution of employment opportunities among household
members across different households:

My argument, therefore, is that certain households are becoming
increasingly more fortunate, whereas others are becoming
increasingly more deprived. Thus, to put it positively, some —
but certainly not all — households with ‘core’ workers and other
members of the household also in employment (either full or part-
time) are able to achieve and to maintain high household incomes
and substantial affluence, despite the individually weak labour
market position of some of their members.

Dale and Bamford (1989) tested Pahl’s hypothesis by analysing
household income from the British General Household Survey. Their
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findings highlight the effect of the number of household income
earners on overall income distribution. The effect of the increase in
the proportion of households without any income earners appeared,
however, to be more significant in the British case than the effect
of the increase in multi-earner households over the period 1973 to
1982. The trend of the increasing participation of married women
in employment continued until 1979, but was interrupted by the
recession when the proportion of households in which both husband
and wife were unemployed rose.

Pahl’s focus, as well as that of Dale and Bamford, is more
concerned with those in the lower stratum of the social structure
since the aim is to uncover new cleavages within the working class.
In contrast, Bruegel (1996:1438) emphasized the role of women at
the other end of the occupational hierarchy in a global city:

The relatively favourable structure of employment for women
reflects the concentration of administrative and professional
functions, which may foster a culture more open to the entry of
women into higher-level jobs. Certainly, the sex composition of
professional and managerial jobs is more favourable to women in
London than elsewhere in Britain.

Her main point, however, concerns how this process contributed to the
rising divorce rate and concentration of single-parenthood in London.
As a result, as she (1996:1438) concluded, “the institutionalised
gendering of jobs within the labour market and the gendered relations
of individuals to households are a largely unexplored aspect of urban
restructuring.” This paper therefore hopes to rectify this imbalance
and examine the broader links between changes in households and
the process of social polarization.

There has been a great deal of discussion in the field of economics
on the effects of the income of wives on household inequality, but
there is no consensus over the direction of the influence. The American
experience has been analysed most thoroughly. Danziger (1980), one
of the first to examine the impact of the increase in working wives
on household income inequality, disputed the emergent view that the
income of wives has become more disequalizing since the late 1960s;
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if anything, it has reduced aggregate inequality by a small margin. The
reason, he believed, was the fact that there was a negative relationship
between the incomes of husbands and wives. Most follow-up studies
have reported that American working wives have had an equalizing
impact on household income distribution (Cancian, Danziger and
Gottschalk 1993). Karoly and Burtless (1995), however, found
that since 1979 the gains that women have made in earnings have
increased income inequality among households because these gains
have increasingly been concentrated in families with high incomes.
Cancian and Reed (1999), using a different method of decomposition,
have disputed this conclusion and upheld the conventional observation
of the equalizing impact of the income of wives.

The experiences of other countries have been more mixed.
Winegarden (1987) used cross-national data and found a U-shaped
relationship between rising labour force participation rates for women
and income inequality. Starting from low levels of participation, a
rise in rates of activity substantially increased income inequality. This
disequalizing effect, however, began to reverse once the female labour
participation rate reached 40%. Gronau (1982) looked at the Israeli
experience and concurred that the earnings of married women had
an egalitarian effect on family income inequality. The results have
been contradictory for the United Kingdom. Harkness, Machin and
Waldfogel (1996) confirmed the equalizing impact of wives’ earnings
on overall income inequality among households. However, Jenkins
(1995), using a different methodology, showed that the income of
wives had increased income inequality over a roughly similar period.
Jéantti (1997) examined the experiences of five countries in the 1980s
and reported that the income of spouses increased inequality in
countries where their factor share had increased, namely, Sweden, the
United Kingdom, Canada and the United States.

Following in the footsteps of these attempts, this study examines
whether changes in household composition and the gendered
occupational structure contributed to widening income inequality
in Hong Kong over the period of accelerated globalization. My
hypothesis is that the income of wives increased income inequality
among households during the 1990s because more wives were
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working, they were earning more than before, and a wife’s income
also became more correlated with that of her husband. In particular,
I incorporate the concepts and methods from the economic literature
on household income inequality to analyse the impact of changes in
the participation of women in the labour force. Because the economic
literature has been mired by conflicting conclusions and divergent
methodologies, the methodology and sampling criteria I use will be
explained in greater detail in the next section. I also employ a range
of different analytical strategies to enhance the robustness of the
findings.

Data and Method

The basic source of information used in this study is drawn from the
1991 and 2001 Population Censuses conducted by the Census and
Statistics Department. Two questionnaires were used in the Census.
The short form was used to enumerate the basic characteristics
(e.g., age and sex) of about six-sevenths of all households. The
long form was used to enumerate a broad range of socio-economic
characteristics of the household members of the remaining one-
seventh of all households. Most of the variables we need have been
drawn from the long form. Apart from published findings, in most of
our analyses we have had to use the public use data files that have the
full sample of the long form. Sample weights have been assigned by
the Census and Statistics Department to extrapolate the results to the
entire population.

The Census measures income as the earnings derived from
main employment and other employment and other cash income
for individual members of the household. Household income is
defined as the income from all employments and other cash income
of all members of the household. Since the unit of analysis is the
household, the incomes of unrelated members of the household are
also added to the total. In general, this is not a problem as a household
is defined in the Census as an income-sharing unit: “Persons who
make common provisions for essentials for living inside a unit of
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quarters are regarded as members of the same household” (Census
and Statistics Department 2002:59). The Census definition, however,
also includes live-in domestic helpers as members of the household.
Since their income is basically a transfer payment from the household
to the helper, their income must be excluded from the total household
income in order to avoid double-counting.! My study also distinguishes
between different sources of income within the household. I divide
total household income into three main sources: the income of the
male head, the income of the female head and other income. In a
typical household with a married couple, the husband’s income will
be considered that of the male head, the wife’s income will count
as that of female head, and their child’s income will be included as
other income. A single man living alone will have no income from the
female head. In most of our analyses, we exclude the small number of
households that have no income.

Income measures in 1991 are updated to constant 2001 prices
using the same inflator used by the Census and Statistics Department.
Because large families require more resources than smaller ones to
maintain the same level of consumption, adjustments will also be
made to total household income according to household size. Yet, since
larger households could also economize by sharing resources, I assign
weights to additional persons in the household rather than calculate
an average per capita income. Since previous analyses are divided
on the best way to adjust income for household size, I use several
alternative methods. Following Karoly and Burtless (1995:382), [ use
the following equation to calculate adjusted household income (I) in
the following analysis:

Y
__u, 1
= W

where Y, is the adjusted household income, Y, is the unadjusted
household income, H is the number of persons in household and 6
is the adjustment for household size. They have assumed that 0 is
equal to 0.5, which they observe is close to the adjustment for family
size implicit in the official poverty thresholds. By this method, a

quadrupling of family size yields a doubling of the income needed
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to sustain an equivalent level of consumption. I also use the OECD-
equivalence scale to adjust for household sizes for income series
(IT) (Fritzell 1993). Finally, for adjusted household income (III)
I also use a scale implicit of the average level of support from the
Comprehensive Social Security Assistance (CSSA) Scheme, which
is the local means-tested welfare system for unemployed or families
with special needs. I use the average monthly payment under the
CSSA Scheme in the financial year 2000-01 classified by the number
of eligible family members.?

Income data from the public use data files of the Census have
been top-coded to protect the privacy of the respondents. The top-
coding threshold was HK$99,998 in 1991 and HK$150,000 in 2001.
Since income grew substantially over the period and the percentage
of observations affected by the top-coding tended to increase over the
two panels as a result, measured inequality appears to fall. To make
top-coding consistent across the two panels, I follow Karoly and
Burtless (1995) and top-code male earnings at the 97th percentile and
top-code female earnings at the 98th percentile in both sets of data.

Two strategies of decomposition will be used in the study. The
first is the decomposition of the squared coefficient of variation,
which is simply the variance divided by the squared arithmetic mean
of income:

0-2

cr? ek 2)

The squared coefficient of variation has some convenient properties
that allow us to decompose it into the relative influence of each source
of income. A common decomposition equation can be written as:

CV2=SiCV+SICVE+S,CVi+2p,.8,5,+20,5,5,+2,5,5,,  (3)
where S, =, /(w,+u +u),C sz is the squared coefficient of variation
for income component &, p,; is the correlation between a pair of income
components, S, is the share of total family income from component
k, and w, is the mean of income from component . In the analysis of
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the relative contribution of different sources to household income, the
subscript / denotes husbands’ income; w denotes wives’ income and
o denotes residual income from other sources. From this formula and
following Jantti (1997) we can then derive the absolute contribution
of each source of income, as follows:

Cov (v, ,
cyr-x 20U

o, O
=Sp,cv,criazp 2k
k w k w

A : 4)
R TR TN

The relative contributions of each source to overall income inequality
can then be calculated by dividing each k£ component by the CV? of
income, as follows:

u
P CV.CV 5 5

Ccr?

The contribution of each component of income to the total change in
inequality can then be further obtained by first calculating the change
in inequality over z, (1991) and ¢,(2001), as follows:
cr:-cr?
—2 1 x100%. 6)
cr:

t1

This can then be decomposed into a sum of & components and the
change in the contribution of each component can be expressed as:

S -8 S
%ACY?) =2 L2 Kl x 1 x100%, (7)
k S 2

ktl t1
where S, is the absolute contribution of the kth source in C? at time
t.

All of the above decompositions concern households with
married couples. Cancianand Reed (1999:181) have suggested another
decomposition analysis that includes other types of households such
as those with a single head and no married couples:*
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Now N W NN, (- )
OV = d OV E Vi ]AWB—(“AMZMB), (8)

where N, is the population in the kth group and N is the population
of all households. The subscript 4 denotes single-headed household
and B denotes household with a couple. Through this analysis we can
then examine the contribution of married women’s earnings to total
income inequality. This expression is more suitable than equation 4
for assessing the impact of changes in sources of income among all
households. If we apply equation 4 to single-person or single-headed
households, cither the income of husbands or wives will be set to zero;
but this is very different conceptually from a household in which the
husband or wife does not have any income.

In another set of analyses, I divide all households into different
groups according to the number of income earners in the household in
order to assess the influence of having more than one income earner
on aggregate income inequality. Following Jantti (1997:427) and
Jenkins (1995), the decomposition analysis of the effects of population
structure starts from the mean logarithmic deviation (MLD):

MLD =logu—1logy, ©)]

where log y is the mean of the natural logarithm of household income,
and log p is the logarithm of the mean of household income. This
measure has been used to assess the relative importance to the trend
in aggregate inequality of the share of population sub-groups, their
relative incomes, and within-group inequality. The MLD can be
decomposed by sub-groups into:

MLD =X NkMLD+Nk1 i
7k(N kN Ogu)

k

N
:g( L MLD ——klogT), (10)

where N, is the population of the kth sub-group. The change in
MLD over two years can then be approximately decomposed into
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the following (Mookherjee and Shorrocks 1982:896-97; Jenkins
1995:38; Jantti 1997:428):

AMLD = MLD, — MLD,

]v/c2 Nkl Nk] “‘ k1 NkZ MkZ
= 2 (T ]\4Ll)k2 — TMLD“ + T log— — T 10g—)
C u u,

2 1 1 1 2

N, — N, N, N,
~ 22— + —— —)A—
%N AMLD, %MLD,{AN % (log )A 2 A log u,

[term A] [term B] [term C] [term D], (11)

where % —% (];]\’;‘ + N"Z) and MLD, (log ") are similarly defined.
In this formula, term A is the contribution of the within-group change
in inequality, terms B and C denote the changes in population share by
sub-groups, and term D represents the effect of the changing relative

incomes of different sub-groups.

Development into a Global City,
Occupational Restructuring, and
Income Inequality in Hong Kong

Hong Kong’s development as a global city through the rapid growth of
financial and other producer services in the last two decades is an oft-
told story and we need not repeat it here (but see Chiu, Ho and Lui 1997,
Meyer 2000; Tao and Wong 2002; Chiu and Lui 2004a). A summary of
the relative standing of Hong Kong in the global hierarchy is offered
by Beaverstock, Taylor and Smith (1999) in their work (as part of the
Globalization and World Cities (GaWC) Research Group and Network
at Loughborough University) on constructing an inventory and
ranking of global cities. Their methodology specifically measures the
extent to which different cities constitute “postindustrial production
sites” on the basis of their corporate services and finance and degree
of embeddedness in a global network. They measure “world-
cityness” by the level of a city’s development in four major global
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service capacities: accountancy, advertising, banking/finance and
law. In particular, they record the presence of major global firms in
the above four sectors and come up with a three-tiered classification:
prime global service centres, major global service centres and minor
global service centres. In legal services and banking services, Hong
Kong is identified as a prime global service centre, whereas in
accountancy and advertising, Hong Kong is regarded as major global
service centre. A summary of these measures, therefore, ranks the
“world-cityness” of a roster of 122 cities on a scale of 1 (lowest) to
12 (highest). Hong Kong scored 10, along with five others (Chicago,
Frankfurt, Los Angeles, Milan and Singapore); while London, Paris,
New York and Tokyo scored 12. Together these ten cities are classified
as Alpha world cities.

Thus, there seems little doubt that Hong Kong’s recent
developmentundoubtedly meritsits inclusion among a small number of
global cities standing at the apex of the contemporary global economy.
More important for our purpose here are the changing patterns of
employment. The transformation of Hong Kong into the headquarters
of operations for a dispersed global network of production activities
was precipitated by the relocation of manufacturing production to
low-cost countries. Based on Census data, the share of manufacturing
in total employment dropped from 28.2% in 1991 to 12.3% in 2001.
This sector lost close to half of its working population over the decade,
from 768,121 to 400,952. Commerce (wholesale, retail and import/
export trades, restaurants and hotels) emerged as the largest employer,
with more than a quarter of the total employment in 2001, followed
by community, social and personal services, and business services
(financing, insurance, real estate and business services). The largest
relative gain in employment, however, was recorded in business
services. The working population in this sector increased by 82.1%,
followed by community, social and personal services (53.9%) and
commerce (39.5%) (Census and Statistics Department 2002:136).

The process of de-industrialization mainly affected manual
workers. Similar stories have been reported in many former industrial
cities in advanced Western countries (Gordon and Harloe 1991:
386). In Hong Kong, the number of skilled and semi-skilled manual
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workers in the “craft and related” and “plant and machine operators
and assemblers” categories has plummeted (Table 1). Between
1991 and 2001, the number of craft and related workers dropped by
19.3%, while that of “plant and machine operators and assemblers”
fell by 34.8%. This occurred in spite of the 19.8% growth in the
total labour force from 2.72 million to 3.25 million during the same
period. In fact, as the number of production workers (craftsmen and
operatives) shrank sharply, the ranks of managerial and professional
employees expanded substantially. This signified the importance of
professional workers in the provision of specialized producer services
in financing, real estate and insurance. A major increase was also seen
in the numbers of clerks and service and sales workers. In fact, the
magnitude of the growth in these two occupations in terms of absolute
numbers far exceeded that of the above managerial and professional
occupations.

The most dramatic growth of a specific occupational group,
however, was registered in the elementary occupations. They grew
by only 26.1% over the period 1991 to 2001 because they were
already the largest occupational group in 1991. But in absolute terms,
the occupation actually gained 131,561 persons, the largest among
the nine main occupational groups by far. As we shall see later,
this drastic expansion was largely a result of the inflow of foreign
domestic helpers. This, of course, highlights the importance of
migrant workers in the emergent global cities (see also Chiu and Lui
2004b). In any case, the rapid expansion in service and sales workers
and in the various unskilled elementary occupations lends credence
to the polarization thesis. Social polarization in Hong Kong is clearly
observable through changes in the occupational structure.

Further support for the social polarization thesis can be drawn
from the relative income differentials of the various occupational
groups. The gap between the two groups with the lowest median
monthly incomes (elementary and services and sales) and the highest
income group, the professionals, had also widened (See Table 2).
The median income of the professionals was 4.29 times that of the
elementary occupations in 1991. In 2001 it was 5.66 times. The
comparable ratio for professionals versus service and sales workers
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was 3 and 3.29 in 1991 and 2001, respectively. As noted above, the
elementary occupations and service and sales workers were also the
groups that had experienced the largest growth in numbers during the
1990s. Although there were signs of professionalization (as the higher
income groups had the largest relative growth), the overall direction
of the changes in occupational structures in Hong Kong appears to fit
the social polarization thesis.

Income Polarization

According to proponents of the global city thesis, occupational
polarization is but one facet of the constellation of social changes
unleashed by the development of a global city. The other dimension,
income polarization, is also important. Widening income differentials
are a direct result of the differential earning abilities and rates of
growth of firms in different sectors in a global city. Occupational
polarization in the sense of an expansion both at the top and bottom
of the occupational hierarchy is therefore the driver behind income
inequality. While disputes often arise over the presence and extent of
occupational polarization, widening income inequality or polarization
has often been reported in the literature on polarization in the global
cities (Hamnett 1994, 1996; Baum 1997; Wessel 2000). The only
exception perhaps is Baum’s (1999) study of Singapore, in which he
finds a convergence in income distribution towards middle- and high-
income groups.®

According to the findings of the 1991 and 2001 Censuses, there
was a surge in income inequality among households in Hong Kong.
Measured at constant prices, the median monthly household income
increased in all but the lowest income decile group, as shown in Table
3. The lowest decile group experienced a 3.5% reduction in monthly
income, whereas the highest income group had close to a 30% increase.
The higher the income decile, the larger the increase in income over the
1990s. As a result, we can see that the ratios of the median incomes in
the lower deciles to the highest decile had all declined since 1991. The
ratio of the lowest decile to the highest was about 0.05 in 1991, but
dropped to 0.037 in 2001, a decline of 26%. That of the second decile
declined from 0.108 to 0.084 of the highest decile, while even the third



Family Changes and Income Inequality under Globalization

18

"(£8-78:2007) Juouniedo SonsnelS pue snsus)  :00IN0S

6201 §Tso 81570 9LY'0 JUSIOGJI09 TULD
— 000°1 000°1 000°1 0L6c 00008 0860L 08919 (0soyS1Yy) |OT
1L°0- 86570 [LS°0 295°0 68°8¢ 05911 09501 IY9v¢€ 06
oI'ec- LOY'0 STro 910 LT 096T€ SLIO0E €€96C me
€l 120 9€€°0 §Te0 €T8¢C S0LST 678¢€C 9%00C nL
1ha 960 6LT0 L9T0 STe 0050¢ €LLOT 66V91 m9
L 90T°0 LTTO €CC0 8L°61 00591 €CIol SLLET me
124°S €91°0 6L1°0 081°0 Or°LT 000€T SL9TI COITI Ltid
L991- §cro evl’o 0sT°0 808 00001 or10I1 (4349 pi¢
e ¥80°0 901°0 801°0 6L'1 0SL9 66VL 1€99 puc
009¢- LEO0 €v0°0 0500 Ly¢- LL6T [4741}3 ¥80¢ (1somop) 15|
100Z-1661 100Z-1661
a3ueyo %, 100T 9661 1661 a3ueyo %, 100T 9661 1661
dnoi3 oq109p Yo | ($31H) seoud (100 A18NnIqa,) JUBISUOD

93 03 dnoi3 o[109p YIN oY} JO O1el JWOoU]

J& QWOOUI P[OYISNOY O1}SOWOP A[YIUOU UBIPIIA]

dnoi3 o100

100¢ pue
9661 ‘1661 ‘SP[OYISNOH d1sowo(] Jo sdnoin) 9[109(] £q SWOOU] P[OYISNOH INISOWO(] A[IUOA UBIPS]A € dIqEL



Family Changes and Income Inequality under Globalization 19

decile group saw its median income shrink, from 0.15 of the highest
income group to 0.125. Thus, in the relative sense, income polarization
grew because of the much higher rate of income growth at the top, but
absolute polarization also occurred because of the decline in the income
of the lowest income group. The Gini coefficient, a summary measure
of the extent of income inequality also rose precipitously, from 0.476
in 1991 to 0.525 in 2001, or by more than 10% (Census and Statistics
Department 2002:82).

Decomposition Analysis by Income Source
among Couple Households

To what extent was rising household inequality a result of the
differentiation between work-rich and work-poor households observed
by Pahl? On this point, I follow the literature on the contribution of
women’s employment and income on overall income inequality and
decompose the squared coefficient of variation by source of income.
In this set of analyses I will first restrict the discussion to households
with a married couple rather than include all households because there
is a conceptual difference between a household where the wife does
not work and one without a wife (see Cancian and Reed 1999). In
Table 4, I present the means and contribution of the husbands’ income,
wives’ income and other incomes to the total household income as
well as their changes over the decade. Overall, the contribution of the
income of wives to total household income increased significantly
over 1991 and 2001, from 18.9% to 24.3%. The average of the wives’
income also rose sharply, from HK$4,217.3 to $6,903.7, or by 63.7%.
The overall squared coefficient of variation increased by 10.5% from
0.608 to 0.672, indicating a substantial increase in observed inequality
among the households. The pattern is consistent even after various
adjustments by household size.

Beneath the aggregate picture, however, is the considerable
differentiation across the income hierarchy, as shown in Table 5. The
average contribution of wives’ income to total household income rose
across all the quintiles, and proportionately it was the largest at both
the top and the bottom quintiles. Yet in the bottom quintile, wives had
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a very low level of average income and, consequently, the percentage
share of wives’ income in total income was rather low. Even in 2001,
it accounted for only 20.5%. In the highest quintile, however, wives’
income increased markedly over the decade and was close to 27% of
the total income by the end of the decade. This shows the divergent
weight of wives’ income between households of different levels of
income.

To further test this observation, I follow equation4 and decompose
the overall squared coefficient of variation into the contribution of
mutually exclusive components (see Table 6). The correlation between
wives’ income and husbands’ income increased from 0.333 in 1991 to
0.382 in 2001, while the mean and the share of wives’ income both
rose over the decade. The inequality of husbands’ income increased
rapidly, while that of wives decreased because of the entrance
of women into the labour force and, thus, there were fewer wives
with no income. More significantly, both the absolute and relative
contribution of wives’ income to total income inequality jumped by
38.7% and 25.5%, respectively. Wives’ income also accounted for a
substantial percentage (9.2% versus 9% for husband’s income) of the
aggregate rise in income inequality. Again, adjustments by household
size did little to affect the direction of the effects. We can conclude
that wives’ income is a significant factor behind the widening gap in
income between rich and poor households.

Next, I follow the method employed by Cancian and Reed
(1999) and assess the impact of changes in income sources among
households by comparing the observed distribution with a reference
distribution. The reference distribution is constructed by assuming
three counterfactual conditions in order to evaluate whether the income
of wives had a disequalizing effect on the income distribution:

Counterfactual 1: All wives did not work and had zero income.

Counterfactual 2: The mean and dispersion of wives’ income had not
changed over the period in question.

Counterfactual 3: The mean, dispersion and correlation of wives’
income with other sources had not changed over the period in
question.
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As we can see from equation 4, the impact of changes in wives’
income on overall household income inequality is basically a function
of the mean and dispersion of wives’ income and its correlation with
other sources. Counterfactual 2 tests what would have happened if
the distribution of wives’ income had not changed. Counterfactual
3, on the other hand, checks whether the changes in the correlation
between the incomes of husbands and wives, along with the changing
distribution of wives’ income, had an impact on household inequality.
Table 7 summarizes the result of applying these counterfactuals, while
allowing the other sources of income to change as they actually did.
Under counterfactual 1, wives’ income was set to zero in both 1991
and 2001. The result was a considerable drop in estimated inequality in
both years. Over the decade, the squared coefficients of variations also
declined slightly by 2%, reversing the actual increase of 10.5%. That
means that had all wives not worked throughout, overall inequality
might have dropped, but only marginally. Under counterfactual 2, both
the means and dispersions of wives’ income were set to the baseline
period of 1991. As a result, the squared coefficient of variation fell by
more than 17.88% in 2001 and over the decade observed inequality
declined significantly by 17.9%. With counterfactual 3, the 2001
squared coefficient of variation declined even further, with inequality
estimated to have dwindled by 18.88% since 1991. Again, while the
magnitude of the changes under different counterfactuals differs from
one method of adjusting by household size to another, the direction
of the effects of the counterfactual conditions has been consistent.
We can safely conclude that wives’ income was disequalizing and
contributed to the rise in income inequality among couple households
in Hong Kong. If the income of wives had not changed over the past
decade, overall inequality would have dropped sizably rather than
increased.

Decomposition Analysis by Sub-groups
among All Households

What about the impact of wives’ income on the income inequality of
all households, including those without married couples? As Cancian
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and Reed (1999:174) observed, the impact of wives’ income in couple
households may be very different from that among all households:
“Wives’ earnings may equalize the distribution of earnings among
married-couple families while increasing the divergence between
the incomes of married couples and other families.” Two alternative
strategies will be used in this study. First, equation 8 will be used
to decompose the squared coefficient of variation while dividing the
population of married couples and households without a married
couple, whether single-person or single-headed. Second, we will follow
equation 11 and decompose aggregate income inequality as measured
by the MLD into within-group and between-group components and
assess the influence of different factors on the changes over time. I
shall divide the households by the number of income earners in the
households as well as by different types of households.

Table 8 presents the results of the first decomposition. Again,
irrespective of the method of adjusting for household size (or no
adjustment), wives’ income led to an increase in overall income
inequality even when other households were included. The income
inequality for both single-headed and couple households increased
between 1991 and 2001, but the relative contribution to total inequality
by wives’” income in couple households also climbed significantly
over the same period. For unadjusted income, the contribution of
wives to overall income inequality increased from 17.5% to 22.5%,
or by 28.5%, over the two time points. The magnitude of the relative
increase was smaller for adjusted income, but the contribution of
wives’ income to total inequality still increased by between 16%
and 18%, depending on the method of adjustment. Applying the
counterfactuals 2 and 3 in the above section to this result, we can
further demonstrate the effects of the changes in wives’ income on the
aggregate income distribution. Again, when we assume in both cases
that wives’ income did not change over the decade, the estimated total
inequality diminishes markedly and the result is a decline in inequality
rather than an increase, as was observed during this period.

Compared with the squared coefficient of variation, MLD is more
suitable for use in a decomposition analysis to find out the relative
influence of different sub-groups in the population. I performed two
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sets of analyses, namely decomposition by types of households and
number of income earners. In addition to the number of income
earners, | classified households into ten types, according to the earning
capacity and needs of the household. Broadly following Dale and
Bamford (1989), several principles were applied to the classification,
that is, whether the households consist of single persons only, elderly
persons (65 years old or above) or married couples. Among married
couples, I distinguished between those with a working wife and those
without one because of the obvious difference in earning capacity.
Households with elderly persons also mean that the households will
be structurally weaker in terms of earning capacity. Among this type
of household, those with elderly persons only are most likely to have
no income earners. In effect, we wanted to know whether the increase
in inequality was a function of the increase in multi-earner households
and an increase in the proportion of households with no earners, or
work-rich and work-poor households.

First, I consider the partitions by types of households. Table 9
summarizes the descriptive statistics of different types of households.
Reflecting the aging of the population, several types of households
with an elderly person (types 1, 2, 5 and 6) increased significantly,
at a much higher rate than the 28.9% increase in all households. For
types 1, 2 and 5, however, average household income also dropped
significantly and these opposite trends should have some impact on
aggregate inequality. Single-person households (type 3) increased
in both number and in average income, but more remarkable were
households of working-age couples with an economically active wife
(type 7). For type 7, both the number of households and average
income rose by 48% and 41%, respectively.

The decompositions are summarized in Table 10 and we will
focus on the adjusted income data in the following analysis. Aggregate
inequality increased by 15% between 1991 and 2001. Between-group
inequality is dominant, but between-group inequality also contributed
to aggregate inequality. Two groups in 2001 accounted for much of
the between-group inequality, namely, those with a single and elderly
head without other adults, and those with working-age couples and
working wives without other adults. Over the 1990s, changes in the
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household mix did “worsen” income inequality, as evidenced by
the size (34%) of Terms B and C. Again, two groups (types 1 and
7), dominated the two Terms. Changes in relative income between
the different types of households also accounted for close to 60%
of the total change in inequality. Together, these findings suggest
that changes in aggregate inequality correlate significantly with
the changing composition of households and their relative income.
For simplicity’s sake, I have included only one series of adjusted
household income (I) in the table. The overall results are broadly in
line with those of the unadjusted household income, although the
results for individual types of households differ. For example, type
3 (single working-age person household) contributed negatively to
overall inequality in terms of unadjusted household income, but the
direction reversed for adjusted income.

Next, I turn to the decomposition by number of income earners.
Unlike the previous analyses, I include households with no income in
the sample because changes in the composition of household structure
would certainly have a significant impact on the number of income
earners, creating new divisions between households ranging from
those that have multiple income earners to those having none at all.
Table 11 shows the number and group mean income of households in
1991 and 2001 according to the number of income earners, including
those with no income and, hence, no earners. Again to save space, |
report only one series of adjusted household income (I), but the results
are robust across different methods of adjustment for housechold
size.

Table 12 shows the partition of the changes in aggregate
inequality by number of earners according to equation (11). I focus
on the estimation based on adjusted income here in order to control
obvious differences due to household size. Between 1991 and 2001,
aggregate inequality as measured by MLD showed a striking increase
of 0.119 or by 37.3%. Terms B and C, reflecting the changes in the
numbers in different types of households (in this case the number of
earners in the household), accounted for over 52% of the total change.
Within-group changes (Term A) and changes in the relative incomes
of different groups (Term D) also contributed to the overall increase
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Table9  Income Trends by Types of Household, 1991 and 2001

All households

Mean household income (HKS)

Unadjusted household income Adjusted household income (I)

1991 2001

% change

1991

2001

% change

Single and elderly
head w/o other adults

Single and elderly
head w/ other adults

Single and working-
age adult head w/o
other adults

Single and working-
age adult head w/
other adults

Both elderly couple
w/o other adults

Both elderly couple
w/ other adults

Working-age adult
couple w/ EA wife
but w/o other adults

Working-age adult
couple w/ non-EA
wife and w/o other
adults

Working-age adult
couple w/ EA wife
and w/ other adults

Working-age adult
couple w/ non-EA
wife and w/ other
adults

Overall

5963.9 4622.4

11665.9  9989.3

13011.7 18057.6

19847.3 24022.4

91229 7353.6

19176.5 22731.6

25226.7 35980.0

15983.6 20478.4

28653.4 33958.1

23309.7 27091.8

20807.9 25121.4

-22.49

-14.37

38.78

21.04

-19.39

18.54

42.63

28.12

18.51

16.23

20.73

5816.5

7465.7

11963.9

11579.9

6271.2

9554.9

14741.2

8555.0

13111.0

10588.6

11627.2

4552.4

6481.9

16951.8

14849.7

5051.2

11684.2

20766.9

11115.1

16161.7

13015.0

14729.6

-21.73

-13.18

41.69

28.24

-19.45

22.29

40.88

29.93

23.27

22.92

26.68

Note: EA = economically active.

Sources: Census and Statistics Department, Public Use Population Census Dataset,
1991 and 2001.
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Mean household income (HKS$)

Adjusted household income (II) Adjusted household income (I1I)
1991 2001 % change 1991 2001 % change
5797.5 4566.4 -21.23 5772.0 4531.1 -21.50
5959.5 5282.0 -11.37 6231.3 5432.6 -12.82
11831.2 16851.9 42.44 11659.3 16624.9 42.59
8705.7 11587.2 33.10 9316.6 12196.3 3091
5253.0 4283.5 -18.46 5380.6 4330.5 -19.52
6348.7 7947.0 25.18 7147.4 8821.6 23.42
11854.3 16996.2 43.38 11868.8 16665.5 40.41
6602.9 8739.0 32.35 6629.5 8661.7 30.65
8422.7 10735.6 27.46 9562.1 11903.9 24.49
6677.1 8537.1 27.86 7703.6 9616.3 24.83

8921.8 11757.3 31.78 9327.1 12030.5 28.98
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Table9  Income Trends by Types of Household, 1991 and 2001

(Continued)

All households

No. of households

Proportion (%)

1991

2001

% change

1991

2001

% change

Single and elderly 62921
head w/o other adults

Single and elderly 12583
head w/ other adults

Single and working- 214197
age adult head w/o
other adults

Single and working- 213626
age adult head w/
other adults

Both elderly couple 22768
w/o other adults

Both elderly couple 29751
w/ other adults

Working-age adult 282394
couple w/ EA wife
but w/o other adults

Working-age adult 300314
couple w/ non-EA

wife and w/o other

adults

Working-age adult 203689
couple w/ EA wife
and w/ other adults

Working-age adult 230348
couple w/ non-EA

wife and w/ other

adults

Overall 1572591

97814

18759

282437

248806

54400

63296

418004

332951

244019

266971

2027457

55.46

49.08

31.86

16.47

138.93

112.75

48.02

10.87

19.80

15.90

28.92

4.00

0.80

13.62

13.58

1.45

1.89

17.96

19.10

12.95

14.65

100.00

4.82

0.93

13.93

12.27

2.68

3.12

20.62

16.42

12.04

13.17

100.00

20.58

15.64

2.28

-9.66

85.33

65.02

14.81

-14.01

-7.08

-10.10
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in inequality, but their contributions are smaller. Again, we can see
that households with no income earner contributed to the bulk of the
changes in aggregate inequality, but households with two earners also
added to the overall change.

Why did Wives’ Income and
Changing Household Structure Contribute to
Rising Income Inequality?

From the above decompositions, two socio-demographic trends could
be observed to dominate the rise in aggregate income inequality:
changes in wives’ income and changes in the mix of types of
households in the population. In this section, I will briefly review
some of the factors behind both trends and explain why they led to
widening income inequality among households over the last decade in
Hong Kong. As noted in Table 9 above, the percentage of households
with an economically active wife increased moderately from 30.9%
of all households in 1991 to 32.7% in 2001. Among our sample of
couple households, the percentage with a working wife increased
from 45.5% to 48%, or by 5.6%. This is actually a larger increase
than the change in overall labour force participation rate among all
women from 49.5% in 1991 to 51.6% in 2001 (Census and Statistics
Department 2002:129).

Not only did the proportion of married women staying in the
labour force rise, their human capital also improved considerably.
The proportion of women with tertiary education in the population
increased from 9.4% in 1991 to 15.2% in 2001 (Census and Statistics
Department 2002:98). For married women in our sample of married
couples and excluding foreign domestic helpers, the percentage with a
tertiary education was 5.9% and 6.3% in 1991 and 2001, respectively.
Among working wives, however, the proportion of those with a tertiary
education increased sharply from 9.4% to 16.9%. The proportion of
wives with a tertiary education who were working also rose from
68.5% in 1991 to 71.1% in 2001. Because of the rising labour force
participation rate and their higher level of human capital, the average



36  Family Changes and Income Inequality under Globalization

Table 10  Decomposition of Levels of Inequality by Types of
Household, 1991 and 2001

All households 1991

Relative share (%) Overall
Within- Between- MLD
group group

Unadjusted household income

Single and elderly head w/o other adults 36.57 63.43  0.698
Single and elderly head w/ other adults 59.04 40.96  0.777
Single and working-age adult head w/o other adults 44.54 5546  0.345
Single and working-age adult head w/ other adults 96.75 325 0233
Both elderly couple w/o other adults 47.55 5245  0.712
Both elderly couple w/ other adults 88.05 11.95 0311

Working-age adult couple w/ EA wife but w/o other 2630.90 -2530.90  0.241
adults

Working-age adult couple w/ non-EA wife and w/o 52.45 4755 0.247
other adults

Working-age adult couple w/ EA wife and w/ other  -103.50  203.50  0.183
adults

Working-age adult couple w/ non-EA wife and w/ 384.89 -284.89  0.207
other adults

Overall 82.81 17.19  0.330

Adjusted household income (I)

Single and elderly head w/o other adults 51.07 48.93  0.693
Single and elderly head w/ other adults 64.67 3533 0.758
Single and working-age adult head w/o other adults ~ 118.90  -18.90  0.361
Single and working-age adult head w/ other adults 11298  -1298 0.216
Both elderly couple w/o other adults 54.42 4558 0.703
Both elderly couple w/ other adults 62.81 37.19  0.283
Working-age adult couple w/ EA wife but w/o other -5576.13  5676.13  0.261
adults

Working-age adult couple w/ non-EA wife and w/o 48.53 5147  0.262
other adults

Working-age adult couple w/ EA wife and w/ other ~ 610.29 -510.29  0.178
adults

Working-age adult couple w/ non-EA wife and w/ 75.13 2487  0.196
other adults

Overall 91.44 8.56  0.302

Sources: Census and Statistics Department, Public Use Population Census Dataset,
1991 and 2001.
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2001 1991-2001

Relative share (%) Overall change in MLD
Within- Between- MLD Term A TermB Term C Term D  Overall
group group change
18.62 81.38  0.387 -0.014 0.004 0.014 0.009 0.013
40.61 59.39  0.631 -0.001 0.001 0.002 0.001 0.002
52.02 4798  0.358 0.002 0.001 0.003  -0.014  -0.008
84.65 1535  0.247 0.002  -0.003 -0.013 -0.001 -0.015
27.72 7228 0471 -0.005 0.007 0.017 0.003 0.022
74.51 2549  0.292 0.000 0.004 0.012 0.000 0.015
-274.98 37498  0.263 0.004 0.007 0.028 0.024 0.063
60.69 39.31 0.316 0.012  -0.008 -0.027 -0.009  -0.031
-167.55 267.55  0.189 0.001 -0.002  -0.010 0.008  -0.002
151.63  -51.63  0.222 0.002  -0.003 -0.015 0.003  -0.013
75.76 2424  0.376 0.002 0.009 0.011 0.024 0.046
24.75 7525  0.386 -0.014 0.004 0.011 0.006 0.008
42.58 57.42  0.609 -0.001 0.001 0.001 0.001 0.002
15473  -54.73  0.397 0.005 0.001 0.003 0.005 0.014
103.48 -3.48  0.241 0.003  -0.003 -0.013 0.001  -0.012
30.00 70.00  0.459 -0.005 0.007 0.016 0.003 0.021
53.66 4634  0.268 0.000 0.003 0.013  -0.001 0.015
-395.88 49588  0.274 0.002 0.007 0.028 0.024 0.061
52.94 47.06  0.317 0.010 -0.008 -0.028 -0.011  -0.037
204.07 -104.07  0.182 0.000  -0.002  -0.009 0.003  -0.007
63.24 36.76  0.213 0.002  -0.003 -0.015 -0.003 -0.018
82.74 17.26  0.349 0.003 0.009 0.007 0.028 0.047
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income of all wives increased from HK$4,217.3 to $6,903.7 over the
ten years. Their average share of total household income also climbed
from 18.9% to 24.3%. Therefore, the increase in the mean and share
of wives’ income pushed up aggregate income inequality among all
households with married couples.

Another factor leading to a higher weight for wives’ income in
overall inequality is the stronger correlation between the incomes of
husbands and wives. Not only have the incomes of wives increased, it
is also likely that they would marry men with equal or higher incomes.
As expressed in equation (3), the contribution of wives’ income to
overall household inequality also depends on the correlation between
the incomes of wives and husbands in addition to their average
income and share of the husband’s income. The correlation between
the incomes of husbands and wives rose from 0.333 in 1991 to 0.382
in 2001.

Why did the correlation between the incomes of husbands
and wives increase? Homogamy, or the tendency for people of
similar social background to marry each other is the root cause.
Educational homogamy, or the tendency for men and women of
similar educational background to marry each other, is one of the
manifestations of the trend towards homogamy. While the tendency
for people with similar characteristics to be “attracted” to each other
is by no means a new phenomenon, the actual possibility of finding
someone similar to oneself is also determined by supply-side factors
in the marriage market. Prior to the 1990s, educational opportunities
were not so widespread and the tertiary education system in particular
was minuscule. In the early 1980s, less than 3% of young people
in the 17-20 age group could enter university.® As the opportunities
to receive a higher education are always more limited for women
than for men, and more so in Chinese societies, the marriage market
always had a “chronic shortage” of women with a higher education
relative to men before the 1990s. As a result, women tended to marry
“upward” and even if they worked after marriage, their incomes were
likely to be a lot lower than their husbands’ because of their inferior
human capital.

There was a major expansion in tertiary education from the
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late 1980s with the formation of new universities, including some
converted from former polytechnics. By the late 1990s, degree-
conferring programmes admitted more than 17% of the young people
from the relevant age groups. Among the younger cohorts (25-34 years
old) in 2001, the proportion of women with some tertiary education
was 28.7%, close to 30.5% for men (Census and Statistics Department
2002:99). Hence, in the marriage market, women are likely to find
more men with a similar educational background. If they themselves
already had a tertiary education, the likelihood of finding a spouse
with even higher qualifications would be relatively slim. Thus, there
has been a steady trend towards greater educational homogamy over
the last decade. In Table 13, we summarize the rates of educational
homogamy by birth cohort in 2001, measuring the level of education
at five-year intervals.” It is clear that a higher proportion of women
married men of a similar educational level, as younger cohorts had a
higher rate of homogamy. If anything, the trend for women to marry
down is also evident.

Regardless of whether women are marrying men of a similar
or higher educational background, this trend is likely to contribute
to a higher labour force participation rate and higher income for
households with highly educated or higher income husbands. The
relationship between husbands’ income, arranged into quintiles, and
wives’ labour force participation rate is shown in Table 14. There
is a clear pattern of married women with richer husbands being
more likely to be in employment in both years. Also noticeable is
the major increase in the participation rate for women in the highest
husband-income quintile. In 1991, 50.3% of women were working
in the highest husband-income quintile. In 2001, the corresponding
figure was 57.4%. Among the lowest income group the labour force
participation rate for women dropped precipitously, from 34.5% in
1991 to 32.5% in 2001. This clearly indicates that homogamy is the
major cause of a higher correlation in the incomes of husbands and
wives, because husbands with a higher level of education tended
to have highly educated wives, and their wives also tended to be
employed.

All of these trends led to a higher proportion of housecholds
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Table 13  The Relationship between the Education of Husbands
and Wives by Birth Cohorts, 2001

Birth cohort of husband Education of husbands and wives
H>W Same W>H N

1982-1986 11.71 60.36 27.93 111
1977-1981 14.74 55.43 29.83 4465
1972-1976 14.08 63.60 22.32 37830
1967-1971 19.51 60.79 19.70 104108
1962-1966 23.72 55.61 20.67 189244
1957-1961 28.29 50.34 21.37 246752
1952-1956 30.90 48.97 20.12 206974
1947-1951 34.46 48.36 17.19 177955
1942-1946 38.40 46.70 14.90 106058
1937-1941 37.59 48.14 14.27 100895
1936 or earlier 38.53 50.33 11.14 214954
Overall 30.79 51.32 17.89 1389346

Sources: Census and Statistics Department, Public Use Population Census
Dataset, 1991 and 2001.

Table 14  Wives’ Labour Force Participation Rate by Husbands’
Income Quintiles, 1991 and 2001

Husbands’ income quintiles Wives’ participation rate within quintile group

1991 2001 % change

Ist (lowest) 34.47 32.54 -5.61
2nd 47.36 44.50 -6.04
3rd 43.75 49.85 13.95
4th 46.11 53.44 15.90
5th (highest) 50.28 57.41 14.17
Overall 44.40 47.55 7.10
Note: Households with married couples and non-zero income.

Sources: Census and Statistics Department, Public Use Population Census
Dataset, 1991 and 2001.
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with a married couple and a working wife. But these are not the only
changes in the structure of household compositions that affected
overall income inequality. As observed earlier, apart from households
with two income earners or economically active wives, the other
types of household that contribute to income inequality are those with
no income earner, or with elderly heads. The trend towards an aging
population is unmistakable. In 1991, 8.7% of Hong Kong’s population
was 65 years of age or older. In 2001, 11.1% of the population had
already reached the age of 65 (Census and Statistics Department
2002:36). In addition, many more elderly people are living alone or
with another elderly person. In 1991, 86,508 households were elderly-
only households with no members under the age of 65. By 2001, their
numbers had swelled to 136,298 or by 57.6%. Although most elderly
persons still live with family members who are under 65 years of age,
the aging of the population still led to an increase in the proportion
of elderly-only households from 23.6% in 1991 to 25.5% in 2001
(Census and Statistics Department 2002:76).

Changes in patterns of labour force participation across age
groups are also responsible for the rise in low-income households
with elderly heads. In 1991, 14.1% of those aged 65 and above were
still in the labour force. By 2001, the labour force participation rate of
this age group had halved to 7.2%. The trend was even more dramatic
for women, with the participation rate for elderly women plummeting
from 7.5% to 2.6% over the same period (Census and Statistics
Department 2002:130). This is probably a result of both demographic
and economic processes. With the aging of the population, the 65-year-
old group should be older in 2001 than in 1991; hence, it is normal
for them to be out of gainful employment. The economic downturn
since the Asian Financial Crisis in 1997, however, probably also
contributed to the lower employment rate for senior citizens, as they
are most likely to be squeezed out of work when job opportunities
become scarcer. Therefore, the combined result of these processes
gave rise to more households with elderly heads and no income from
employment. Therefore, relative to households with dual or multiple
income earners, the income gap for households with elderly persons
and no income earners widened considerably.
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Due to limitations of space, I can only offer here preliminary
evidence that directly supports the correlation between socio-
demographic changes and the development of a global city. From the
Censuses, we learned that the working population was redistributed
from the manufacturing to the tertiary sector, and that this contributed
toahigherindividual level of income inequality. The same is happening
for women. The percentage of women working in financing, insurance,
real estate and business services rose from 11.2% in 1991 to 14.9% in
2001, while those in community, social and personal services jumped
from 26.7% to 37% (Census and Statistics Department 2002:136).
Census and Statistics Department’s unpublished statistics provided
further disaggregation of the individual level of income distribution.
The statistics show that these two sectors together accounted for
65.7% in the highest income decile in 2001. Certainly, most of the
highest-income individuals were men, but close to 40% of population
in the highest income decile were women working in these two
sectors. The earnings of women also increased much more in the
financing, insurance, real estate and business services sector than in
other sectors. Between 1991 and 2001, median earnings for women
in this sector grew by 40.5%, much higher than the 35.8% overall
growth in median female earnings. This suggests that as more women
were drawn into the tertiary sector, their presence among high-income
earners also increased, as predicted by the global city thesis. As a
result, a faster growth in the income of women in the service industries
spurred by globalization should contribute to the improvement of the
earning capacity of households with highly educated wives.

Conclusion

The trend towards income polarization at the individual level following
Hong Kong’s development into global city is, as documented
elsewhere, unmistakable (see e.g., Chiu and Lui 2004b). Even in the
analyses presented here, we noted that the income of husbands had
also become more unequal over the past decade and that this also
contributed to the aggregate inequality that was observed. What I
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have sought to add to the well-established literature on the subject
is to show, by using the Hong Kong experience, that the impact of
globalization on the livelihood of the local community is definitely
mediated by socio-demographic mechanisms. If we accept that living
standards are a function of the pooling and consumption of resources
at the level of the household, inequality among households, not
simply individuals, has to be considered. When analysing household-
level inequality, we need to know not just the income distribution
for individuals within the household, but also changes in household
compositions and the division of labour among members of the
household. If people of similar levels of income form households,
the result will be disequalizing. If wives with richer husbands tend
to work and earn higher levels of income, and if the converse is true
for households with husbands of a lower income-earning capacity,
aggregate income inequality will certainly be aggravated. With an
aging population and the tendency for elderly people to live alone (or
with another elderly person), income inequality is also likely to widen.
It is hoped that the analyses presented in this paper have contributed
towards a better understanding of the intricate links between these
socio-demographic mechanisms and the forces of globalization.

Our findings resonate with the literature on global cities in
pointing out that while the forces of globalization might be inherently
disequalizing, everywhere they are meshed with a myriad set of local
factors that could lead to divergent outcomes in different global cities.
In this respect, the current literature highlights the impact of policy and
institutional factors such as the welfare regime and immigration policy.
I completely agree that these factors are important and that further
investigation of the Hong Kong case should definitely incorporate
their effects. For example, the influx of foreign domestic helpers might
contribute to the “releasing” of married middle-class women from
domestic chores and into the labour market, while suppressing the
wages of local women working in personal or domestic services. The
limited nature of welfare provisions and the low income tax rate also
played a minimal role in redistributing income from high-income to
low-income households. Limitations of space do not permit a detailed
discussion in the present analysis of how these variables interact with
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processes of globalization. My objective in seeking to contribute
to this literature was more modest. It was to draw attention to the
importance of households in discussions of social polarization and to
shed light on how socio-demographic changes at the household level
mediate the impact of globalization and the consequent restructuring
of the urban labour market.

Notes

1.

We select only domestic households for analysis and exclude the
small number of non-domestic households (e.g., homes for the aged,
infirmaries and student dormitories). Our analyses also exclude a
small number of households without any adults (defined as those
who are at least 15 years old).

This scale entails the use of a factor of 1.0 for one-person households,
0.7 for each other adult and 0.5 for each child (under the age of 18)
in the household (Fritzell 1993:48-49).

The average CSSA payment in 2000-01 was HK$3,854, $6,282,
$8,588, $10,199, $11,946 and $14,637, respectively, for families
with 1 to 6 and more members. See Census and Statistics Department
(2003:FB16).

Our decomposition equation differs slightly from Cancian and
Reed’s, especially in the third term. Detailed mathematic proof of
our derivation could be obtained by request from the author.

Baum’s article, however, does not specify whether the analysis was
based on income measured in current prices or constant prices.

See http://www.ugc.edu.hk/english/statistics/Chart.pdf.

The number of intervals for educational level will certainly affect
the rate of homogamy. The broader the groups (and the smaller
the number), the higher the rate will be. Our five-year intervals
classification reflects the major divisions in the local education
system.
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Family Changes and Income Inequality
under Globalization

The Case of Hong Kong

Abstract

The development of an urban locale as a global city has been regarded
in the literature on urban development as a critical determinant of
growing social polarization. | re-examine this thesis by using the case
of Hong Kong, which has attained the status of a major global city
because of the development of producer and financial services that has
resulted from the acceleration of globalization. While showing that
the Hong Kong experience largely supports the polarization thesis as
indicated by widening occupational and income polarization, I also
introduce a socio-demographic dimension into the analysis. I argue
that income disparity at the individual level is also reflected at the
household level through different patterns of family formation and
household employment strategies. To substantiate this argument, I
use data from the Hong Kong Population Censuses to analyse trends
in household income inequality between 1991 and 2001, a period of
heightened globalization in Hong Kong. By decomposing aggregate
income inequality and isolating the contribution of husbands and
wives and different types of households, this paper puts into sharp
relief the ways in which local and socio-demographic factors mediate
the economic processes of globalization.
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