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Marketization of Home
Production and Gender
Gaps in Working Hours

Summary: Gender gaps in working hours vary widely across member countries of the Organisation for
Economic Co-operation and Development. This article summarizes the key results from Duval-
Herndndez, Fang, and Ngai (2021), who study the source of cross-country differences and what kind of

policies can reduce the gap in working hours between women and men.
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Introduction

Gender gaps in working hours per adult vary widely across member countries of the Organisation for
Economic Co-operation and Development (OECD). Our paper (Duval-Hernandez, Fang, and Ngai 2021)
attempts to understand the source of cross-country differences and what kind of policies can reduce the
gap in working hours between women and men. Using household surveys from 17 OECD countries, we
find that the cross-country differences in the ratio of market hours of women relative to men are mostly
accounted for by the cross-country differences in market hours of women, especially women without
college degrees. Moreover, a comparison of market hours by sector reveals that, along the sectoral
dimension, the cross-country differences in the gender ratio of market hours is mainly accounted for by
the size of the service sector that produces close substitutes to home production.

To understand the gender gaps in market hours, it is crucial to differentiate between nonmarket
hours devoted to home production and leisure hours. A recent publication by Addati, Cattaneo,
Esquivel, and Valarino (2018) from the International Labour Organization reveals that the hours devoted
to home production by women are triple that of men, and for women, the need of household work is
the main self-reported barrier to enter the labor market. Unlike leisure hours, home production can be
outsourced by purchasing close substitutes from the corresponding market service sectors. This
outsourcing process is called the marketization of home production. Marketization converts home
production hours into market hours and is especially relevant for women, since the production of these
service tends to be female intensive.! Thus, factors that determine the extent of marketization can have
important implications for the labor market outcomes by gender.

Using the income and consumption taxes constructed by McDaniel (2007) and subsidies on
family care from the OECD Social Expenditure Database, we document that taxes are negatively
correlated with gender hour ratios (women relative to men) for both college graduates and non-college
graduates. In contrast, subsidies on family care display the opposite correlation with such gender ratios.
These correlations mainly reflect the marketization of home production, which primarily affects women
and the sector that produce close substitutes to home production.

Our study has implications for the types of policies that can be used to promote the
participation of women in the labor market. For instance, the International Labour Organization (2016)
documents that the gender gap in employment is much larger in many developing countries, and as in
the case of the United States and Europe, women do most of the housework. That report also suggests
that higher government spending on family policies—such as social care services, policies on family
leave, and family-friendly work schedules—are associated with higher female employment-to-
population ratios. This finding is consistent with our own finding that the key to increased female
market hours is establishing policies that reduce the cost of marketizing home production.

Cross-Country Differences in Market Hours

Gender Ratio in Market Hours. Figure 1 plots the gender ratio in market hours (female relative to male)
by country relative to the values observed in the United States. In most countries, the ratio is smaller
than in the United States for both education groups. The average deviation from the United States in
Western and Southern Europe is —0.05 and —0.15 for those with and without a college degree,

1 The closure of many of these market sectors during the recent COVID-19 pandemic has shown a disproportional
impact on female market work around the world (see International Labour Organization 2021).
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respectively. In Nordic countries the gender hour ratios are close to the ones observed in the United
States.

Figure 1: Gender Ratios in Market Hours and Wages Relative to the U.S.

CA DE FI NOSW AUBE FRGENE UK GR IR IT PO SP
Nordic Western Europe Southern Europe

I Noncollege College

Gender hours ratio
(difference from U.S.)
-1 0
1

2

Note: Market hours are constructed using the standardized EU Labor Force Survey for European countries from the
March supplement of the Current Population Survey for the United States and the population census for Canada.
The sample includes individuals between the ages of 20 and 64. The average hours worked per person are derived
as the total annual working hours divided by the number of individuals.

Market Hours by Gender and Education. Figure 2 presents the percentage difference in annual
hours worked per adult relative to the United States by gender-education group.?2 Market hours of every
gender-education group are lower in Europe than in the United States. In most of the countries, the
largest proportional differences occur for women without a college degree, and the differences are
larger for women than for men with the same education level. In Western and Southern European
countries, on average 40 percent of the difference in market hours is accounted for by the hours of
women without a college education, and 60 percent by women in total. In the Nordic countries, Canada,
and Portugal, women without a college degree account for one-fifth of the difference, and women in
total account for 40 percent.

2 n all of our analyses, we group Ireland with southern European countries based on the similarity of these
countries’ labor supply of women.
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Figure 2: Hours Worked in the Market by Population Group Relative to the U.S.
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Note: Market hours are constructed using the standardized EU Labor Force Survey for European countries from the
March supplement of the Current Population Survey for the United States and the population census for Canada.
The sample includes individuals between the ages of 20 and 64. The annual average hours worked per person are
derived as the total annual working hours divided by the number of individuals.

Market Hours by Sector. We divide market production into three sectors: goods,
nonsubstitutable services, and substitutable services. Broadly speaking, a service industry is classified as
“substitutable” if its product can be replaced by activities performed at home. Figure 3 displays the
proportional differences in sectoral hours relative to the United States. For most countries, hours in all
three sectors are lower than their counterparts in the United States and the largest difference occur for
the substitutable service sector. In most Western and southern European countries, more than 40
percent of the aggregate difference is accounted for by the substitutable service sector; while in Nordic
countries and Canada this fraction is one-third and one-fifth, respectively.
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Figure 3: Hours Worked by Sector Relative to the U.S.
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Note: Market hours are constructed using the standardized EU Labor Force Survey for European countries from the
March Supplement of the Current Population Survey for the United States and the population census for Canada.
The substitutable service sector includes retail trade, hotels and restaurants, health and social work, personal and
community services, and domestic services hired by households.

Marketization and Policies

In Duval-Hernandez, Fang, and Ngai (2021), we also studied how the gender ratio in market hours
related to taxes and social subsidies on family care. The tax measure includes labor income and
consumption taxes. Social subsidies include public noncash benefits (also called “in-kind” expenditures)
on old-age, incapacity, and family care services. The main care items covered under these categories
include residential care, home-help services, rehabilitation, day care, and early childhood education.

We find a negative association between taxes and gender ratios in market hours for both college
graduates and non-college graduates and find the opposite for subsidies. More importantly, we find that
taxes and subsidies affect gender ratios in market hours mainly through their effects on the substitution
between home production hours and market hours for women. Lower taxes increase the benefit of
market work relative to home production and induce households to work more in the market. Because
women spend more time on home production, the effect is stronger for women than for men. Hence,
lower taxes disproportionally increase female marker hours and therefore reduce the gap from men.
The United States has the lowest tax rate among the countries studied and thus has the smallest gender
gap in market hours. Similarly, higher social subsidies on family care reduce the cost of outsourcing
home production and free up women'’s time, thus enabling women to work more in the market. Nordic
countries have the highest spending on subsidizing family care services, which helps to explain the small
difference in their gender ratios from the United States.
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We also find that market hours in all three market sectors are negatively correlated with taxes
and that the largest negative association occurs for the substitutable service sector. Subsidies are
positively related to market hours in the substitutable service sector and the estimates for other sectors
are statistically insignificant. These results are not surprising since substitutable services and home-
produced services are close substitutes, and therefore the effects of policies through the marketization
channel have a larger impact on the substitutable services sector than the other two sectors.

Conclusion

Gender gaps in working hours vary widely across OECD countries. In our paper Duval-Hernandez, Fang,
and Ngai (2021), we find that the cross-country differences in the gender ratio of market hours (women
relative to men) are mostly accounted for by the differences in market hours of women and the size of
the service sector that produces close substitutes to home production. We show that cross-country
differences in taxes and social subsidies on family care can help explain the differences in this gender
ratio. Our studies imply that a key to increasing female market hours is to establish policies that reduce
the cost of marketizing home production.
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