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abstract

Inequality-Reducing Effect of Household
Formation and Its Changes

Dae Il Kim

This paper estimates the effect of household size and its changes on income inequality.
Household formation is an important inequality-reducing mechanism through income
pooling and collective consumption. The increase in small households, reflecting lower
fertility rate and the increase in both nuclear and old families, has weakened the
inequality-reducing effect of household formation. In contrast, additional workers in
households and their income have strengthened the inequality-reducing effect of household
formation. Given the increasing trend of old families, these results suggest for a balanced
policy package that promotes employment and does not discourage co-habitation in order

to maintain the inequality-reducing effect of household formation.

Keywords: Income inequality, household formation, additional workers in family





