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Women's work-life economics

ore than 50 years ago, President Johnson signed
into law the Equal Pay Act. It bans employers from

discriminating against employees by paying em-
ployees of one sex less than those of the opposite sex for equal
work. Yet large gaps remain in the pay of men and women
— and pay gaps are even larger for women of color relative
to white men. While discrimination and differences in where
women work can explain some of the gap, scholars have docu-
mented that women’s continued greater responsibility for care
— both inside the home and in caregiving jobs — is also an
important factor.

There are signs that the care gap is likely to increase — or
least not diminish. Changing population structure has led to
an increasing demand in care for both the elderly and children,
as well as everyone in between. This has posed a particular
challenge for women and their families, as women’s earnings
are increasingly crucial to family economic well-being, and
women primarily also shoulder the caregiving responsibilities
in their families. To understand causes as well as solutions, the
role of care in the labor market is key in reversing troubling
trends and historical gender disparities we see in the economy.

Who provides care and who has access to the supports to pro-
vide care are also important factors in a larger economic trend
— growing economic inequality. There has been a long-term
rise in inequality for families and workers. While total income
growth was 2.1 percent in 2014, it was only 0.4 percent for
the bottom half of the income distribution and 5.3 percent
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Monopsony describes any
labor market where individual
employers have the ability

to set wages, rather than
wages being determined

by competitive forces as
predicted by the canonical
example of a free market.

for the richest 1 percent (Piketty, Saez, and Zucman 2017).
Inequality exacerbates the aforementioned trends: women at
the top of the income distribution are more likely to have ac-
cess to benefits such as paid leave that help them balance good
jobs in the labor market with family caregiving responsibil-
ities. This means that workers earning hourly wages, those
who work in the service industry, and Latinos in particular
are less likely to have access to paid time off (Glynn, Boushey,
Berg, and Corley 2016).

Evidence demonstrates that increasing market concentration
(Rinz 2018) and job-search frictions (Webber 2015) are im-
portant causes of rising inequality in pay. Thus, in order to
understand trends in women’s pay, we need to explore far
more than “women’s choices”; the combination of care work
— both inside the home and in caregiving jobs — and rising
inequality together create the need for a broader framework.
Looking at the labor market through the lens of monopsony
can provide such a framework, allowing us to see the inter-
section of job search, wage offers, and employers who hire
women workers.

Monopsony describes any labor market where individual em-
ployers have the ability to set wages, rather than wages being
determined by competitive forces as predicted by the canonical
example of a free market. The classic example is a company
town, where the dominant employer does not have to compete
with other businesses for hiring workers, and workers are cap-
tive to accept pay lower than the value they contribute to the
production process. But monopsony occurs any time employ-
ers can set wages low and they do not lose all of their workers
as a result. This happens when workers face search frictions,
due to asymmetrical information, mobility costs, or heteroge-
neous preferences for work (Manning 2003).

Monopsony is common in some of the largest female-dominat-
ed industries. Researchers Elena Prager and Matt Schmitt find
that hospital mergers slowed wage growth for affected hospi-
tal staff, such as nurses and pharmacists (Prager and Schmitt
2019). There is also evidence that monopsony influences pay
for teachers in Missouri (Ransom and Lambson 2011; Ran-
som and Sims 2010). Nursing and teaching, of course, are
among the most common occupations for women.

But there are other factors at play. Another way to think about
monopsony is whether workers have options when it comes
to job searches and choices. Since women are more likely to
have caregiving responsibilities and be secondary income earn-
ers in their families, the scope of their job search and mobility
may be more limited to a greater degree than for men or for
women without caregiving responsibilities and may also make
them appear less sensitive to pay when making employment
decisions. When women face constraints — such as needing
shorter commutes to accommodate family needs (Kimbrough
2016) — this imposes limits on how they make choices.

Using the Longitudinal Household-Employer Dynamics sur-
vey from the U.S. Census, Douglas Webber found that, across
the economy, women have a lower labor supply elasticity com-
pared to men, leading to wages being 3.3 percent lower for
women due to monopsony (Webber 2016). He attributes this
disparity to the marriage-and-children penalties women face
that most men do not. Such dynamics often result in de fac-
to monopsony, where individual employers can subsequently
keep women’s wages suppressed because women are limited in
their ability to find a job elsewhere.

There are indications from the evidence we have now, howev-
er, that looking at care work through the lens of monopsony
can help explain trends in women’s pay. Not only are health
care and education concentrated labor markets, but also care-
giving jobs more broadly may be likely to face monopsony be-
cause of the nature of the work itself, where caring for others is
a central feature, and social expectations of care workers limit
bargaining power.

We can see this in various trends. Caring labor is defined as inter-
active service work to improve the capabilities of the recipient. It
is a sector of the economy that spans both formal paid labor as
well as household production within families (Folbre 2012). Ad-
ditionally, the word “care” is used to describe this work because
feelings of concern for the well-being of the care recipient are
likely to affect the quality of the services provided (Folbre 2012;
Folbre and Weisskopf 1998; Nelson 2011). This type of work,
as Kate Bahn notes, offers “intrinsic rewards but also imposes
constraints” (Bahn 2015). When there is the expectation that one
must care to do work well and that continued interaction and
interpersonal connection will lead to better care, workers may
also appear to be less pay sensitive, as it is exceedingly difficult to
make wage demands in the face of a gendered devaluation of the
skill required for this work. Given that (in general) caring labor
pays less than occupations with similar required skills without
a caring aspect, this may be a key factor in the gender pay gap
(England, Budig, and Folbre 2002).

There is also an external downward pressure on wages in car-
ing-labor markets because those who need attentive, quality
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Providing affordable and high-quality care helps people balance
family-care responsibilities with labor-market participation.

care the most are those who are least able to pay for it: chil-
dren and the elderly. But the improved capabilities of these
populations have both inherent and economic value, such as
educating the future workforce and delaying the need for more
intensive care as one ages with dignity. There is a role for pol-
icy in improving both the pay and provision of caring labor to
the benefit of the workers and the recipients. This will subse-
quently improve economic outcomes of families who have care
needs, such as parents who are able to engage in paid market
work when they know they can count on access to affordable
and high-quality care for their children.

Policies that support this sector of the economy may also im-
prove opportunities for all workers’ labor-market outcomes
since providing affordable and high-quality care helps people
balance family-care responsibilities with labor-market partic-
ipation. Framing this as monopsony helps us account for the
causes behind lower earnings and estimate the degree to which
earnings could be increased without threatening competition
in the economy.

Understanding the specific causes of monopsony helps guide
effective policy solutions. If women are likely to face mon-
opsony, the policies that limit the effects of monopsony will
have a particular benefit to women, like unions and a higher
minimum wage, as well as stronger antitrust enforcement in
concentrated industries where women are disproportionately
represented. David Card, Thomas Lemieux, and W. Craig Rid-
dell (2004) have found that unions mitigate the gender wage
gap due to women’s increasing representation among union-
ized workers (albeit alongside the overall decline in union
representation in the United States). Likewise, the theory of
monopsony predicts that unions may provide a countervail-
ing market power to employers” monopsony power (Paul and
Stelzner 2018). The same is true of minimum wages: because
of women’s overrepresentation among low-wage workers, in-
creases to the minimum wage will disproportionately benefit
women and people of color (Huizar and Gebreselassie 2016)
and statutory minimum wages will offset wage-setting on the
part of the employer (Robinson 1969).

In addition to addressing monopsony explicitly through
unions and with minimum wages and better-enforced anti-
trust laws, policies that increase job mobility and alleviate the
dual pressures to care for one’s family and engage in market
work will help workforce outcomes for women workers. The
economy would benefit from universal family-friendly policies,
like the universal family care credit proposed by the advocacy
organization Caring Across Generations. If these policies are
not universal, like the optional employer-provided policies that
workers currently rely on, we will continue to have segmented
labor markets with a gulf between those who have access and
those who not, limiting the job search of those without access
and leading to an increased likelihood of monopsony wages.
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The framework of monopsony provides a tool to understand
the constraints that workers face in the economy when employ-
ers have the power to set wages. This demonstrates how women
are particularly limited in their job search, reducing their own
economic well-being when they face monopsonistic exploita-
tion and serving as a drag on the economy. But this tool also
provides an opportunity to understand what factors have given
employers wage-setting power and how we can balance these
forces with unions, increased minimum wages, and policies that
provide for care needs and balance care responsibilities.
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