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e This is inconsistent with perfect competition, motivating monopsonistic models
of labor markets

e But, a profit-maximizing firm should account for observable differences in
worker mobility when setting wages
» Though firms do not know the exact value of the amenity, they should use as much
information as possible
> Alternatively, they may be constrained from doing so by e.g. fairness concerns
» The degree to which firms treat observably different workers differently is an
empirical question

e Do firms exploit observable information about workers when setting wages?
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This Paper

e | test this hypothesis by studying coworking couples (CWC) in Norway
» Firms can generally observe when two employees are married
» CWC are less mobile, perhaps because of amenity from working together
» Firms take advantage of this to offer them less generous rent sharing schedules

e | find large differences in rent sharing for coworking women in particular

» While both coworking husbands and wives are less mobile, only wives receive lower
income growth

» Pattern may stem from gender differences in the valuation of the coworking
amenity
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» Individual and household income

o Employers: Employer-employee data on all employment relationships: 1995-2014

» Firm and plant-level identifiers
» Job characteristics, start and end dates, payroll

e Firm Performance: Balance sheet data for a subset of firms: 1995-2015

e Define coworking couples as married couples working at the same plant
(establishment)

» In sample, 8.3% of dual-employed couples are coworking

e Measure firm performance shocks as innovations to log value added per worker

» Summary Statistics
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Estimating Rent Sharing Schedules

Provide a flexible estimate of rent sharing differences between coworking,
non-coworking couples

Regress individual income growth Ay on quantiles of firm performance
(AVAj(i )e) x coworking

Ayie = BoCWCie + > (Y qf A + B ait ™ x CWCi) + X}10 + e
q

Set g = 10 (deciles of firm performance)

B3 captures difference in rent sharing for coworking couples

Normalization: omit g = 10, so rent sharing relative to the top decile
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Results: Coworking Women Drive Observed Differences

Estimated Rent Sharing Schedules
BoCWGCit + 3 (BT a " + B a* x CWG)
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Summary

Coworking couples are less mobile: they are less likely to leave the firm

Coworking women experience less generous rent sharing: persistently lower
income growth at any given level of firm performance

Robust to various concerns about selection bias
» From focusing on stayers
» From sorting into coworking
» From differences in match quality

Evidence for the monopsony explanation for rent sharing: job mobility is
bargaining power
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Why Only Wives?

e Both coworking husbands and wives are less mobile, yet only wives see lower
income growth. Why?

e One possible reason: employers believe, rightly or wrongly, that the wife is more
likely to follow the husband if he quits, so that they lose two employees instead

of one

e What would rationalize this behavior? One possibility: gender differences in the
valuation of the coworking amenity
» Intuition: neither spouse can force the other to quit, but they can unilaterally
destroy the amenity by quitting themselves
» |If wives value the amenity more, they may choose to take a pay cut rather than
switch jobs: firms can retain both workers by cutting the pay of the wife
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e Suppose husbands do not value coworking at all, while wives value it at a. Both
value household income:

u =P +y") M= +y")+a

e Suppose the firm reduces a productivity shock s.t. they wish to reduce total pay
by 2. Both spouses draw outside options that match their current pay. Assume
a>2.

e Spouses play a non-cooperative game where each can stay or switch
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Case 1: Firm offers -1 to both spouses
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A Stylized Game I

Case 1: Firm offers -1 to both spouses

Switch

Husband Stay

Nash Equilibrium: (Switch, Switch). Wife would prefer (Stay, Stay), but she cannot

force Husband to play Stay.

Wife

Switch Stay

(0,0) (-1,-1)

(—1,-1) | (-2, —2+a)

Case 2: Firm offers € to husband, -2 to wife

Wife
Switch Stay
Switch | (0,0) (-2,-2)
Husband Stay (e,6) | (2+¢,-2+c+a)

Nash Equilibrium: (Stay, Stay). Husband would prefer (Stay, Switch) or even (Switch,

Switch), but he cannot force Wife to play Switch!
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Empirical Evidence: Gender Differences in “Double Quits”

Mobility After Coworking Spouse Leaves

(1) (2) (3)
Move Move Move
b/se b/se b/se
Wife Was Stayer ~ 0.041*** 0.041*** (.041***
(0.004) (0.004) (0.004)

Yrs Since Move No Yes Yes
Controls No No Yes
R-Sq 0.002 0.051 0.090
Mean Dep. Var 0.4 0.4 0.361
Observations 197,747 197,747 183,428

Note: Standard errors in parentheses, clustered at the couple level. Sample of initially coworking spouses where

one spouse leaves the plant, in the 5 years after the leave event. Controls for age fixed effects, education,

location of both spouses, number of kids under 13, and year.
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Conclusion

o Empirical evidence for the theoretical prediction that worker mobility is
important in firm wage setting decision

e Though may not observe workers' propensity to move, they should use as much
information as possible

e Mobility is insurance against negative wage shocks, both directly and indirectly

e Policy implications:
» Giving workers information about outside options has a large impact on bargaining
power: implications for, e.g. salary disclosure laws
» As does reduced frictions to job search
» Joint decision-making of couples can lead to gender gaps
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Thank You!

mrong@stanford.edu
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Summary Statistics, Dual-Continuer Households

Summary Statistics

Non-Coworking Coworking

Mean Median  Variance | Mean Median Variance
A HH Inc .0321 .0292 .0189 .0263  .0255 .0366
A Wife Inc .0368 .0296 .0913 .0282  .0266 117
A Husband Inc .0269 .0248 .052 0217 .0212 .0808
Age Wife 431 43 715 43.8 44 71.5
Age Husband 453 46 722 46.3 47 70.9
HH Inc (1000 2011 USD) 155 141 5,132 154 140 5,694
Wife Inc (1000 2011 USD) 59 55.5 923 61.7 58 1,105
Husband Inc (1000 2011 USD) 95.7 83.2 3,444 92.2 80.8 3,219
Wife Plant Size 387 52 1,494,540 | 546 41 3,186,796
Husband Plant Size 376 55 2,127,185 | 525 34 3,125,160
Kids Under 5 .375 0 .546 .354 0 541
Kids Under 13 .968 1 1.18 914 0 1.23
Observations 4,844,057

Note: Summary statistics for dual-continuer households with both spouses aged 25-60. Income levels deflated

using Norwegian CPI and converted to 2011 USD.



8% of Couples in Norway are Coworking

Share of Coworking Couples by Year (Dual-Employed)
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Any Job Ended
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Rent Sharing, Individual Income

(a) Men (b) Women
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Rent Sharing, Individual Income

(Log)Linear Pass-Through Estimates

(1) (2) (3)

Ayir Ayit Ayit
b/se b/se b/se
AVA;: 0.025%**  (0.020***  (0.028***
(0.001) (0.001) (0.001)
Controls No Yes Yes
Plant FE No No Yes
R-Sq 0.000 0.050 0.077
Mean Dep. Var .018 .018 .0181

Observations 5,162,546 5,162,278 5,158,329

Note: Standard errors in parentheses, clustered at the couple level. Controls for age fixed effects, education,
location of both spouses, number of kids under 13, and year. Sample of continuers in plants with at least 10

employees last year. AVA is the log growth of value-added per worker at the firm level.



Selection Bias: Stayers

e Selection bias is a concern when estimating rent sharing using stayers
» Suppose for a given AVA, firms offer a distribution of raises Ay
» Especially bad offers may induce workers to leave-Ay for stayers is not the offer
distribution
» As we have seen, coworking couples are less mobile
» The observed differences in rent sharing may reflect not only different firm offers,
but differences in worker mobility



A Statistical Model

e Suppose the latent “offered” raise is given by

Ay = b(AVA(i 1)e, CWCit) + X6 + €i

We observe the raise for stayers only if the worker stays:
Ayir = Ay x 1{5;; > 0}

St = b(AVA;(; oye, CWCit) + Ziyy + vie

S;; The latent utility of staying

Account for the fact that coworking couples are less likely to move
Instruments for selection

» Mass layoff/churn events: gross and net mobility from firm < —30%
» Changes in the outside option: employment and earnings growth in a worker’s
gender-education-industry-county cell



Selection-Corrected Estimates

Figure: Rent Sharing Schedules for Coworking Couples, Heckit
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Selection Bias: Who Chooses to be in a Coworking Couple?

e Could women who choose to cowork with their spouse be systematically less

productive?

e One test: compare the pre-marriage income growth of women who end up
marrying a coworker and those who don't

Selection: Married Coworker

Ay Ay Ay
b/se b/se b/se

Married Coworker ~ 0.009*** (.008*** (.010***
(0.001) (0.001) (0.002)

Controls No Yes Yes
Plant-Year FE No No Yes
Mean Dep. Var .0741 .0741 0771
Observations 846,602 846,433 581,286




Selection Bias: Differences in Match Quality

e Could coworking women be accepting lower quality matches in order to work
together?

e Compare income growth of coworking women who were joined by their spouse:
Generalized DID

Ayir = aj + ¢ + X6 + BCoworking;, x Post;s + €

Selection: Income Growth for Incumbent Women

Ayt Ayt
b/se b/se
Coworking x Post Join  -0.012*** _0.006***
(0.002) (0.002)

Controls No Yes
Mean Dep. Var .0369 .0369
Observations 3,438,500 3,438,403




