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		Abstract

		We ask whether women's decisions to be in the labor force may be affected by the decisions of other women in ways not captured by standard models.  We develop a model that augments the simple neoclassical framework by introducing relative income concerns into women's (or families') utility functions.  In this model, the entry of some women into paid employment can spur the entry of other women, independently of wage and income effects.  This mechanism may help to explain why, over some periods, women's employment appeared to rise faster than could be accounted for by the simple neoclassical model. We test the model by asking whether women's decisions to seek paid employment depend on the employment decisions of other women with whom relative income comparisons might be important.  In particular, we look at the effects of sisters' employment on women's own employment.  We find strong evidence that women's employment decisions are positively related to their sisters' employment decisions.  We also take account of the possibility that this positive relationship arises from heterogeneity across families in unobserved variables affecting the employment decision.  We conduct numerous empirical analyses to reduce or eliminate this heterogeneity bias.  We also look at the relationship between husbands' relative income and wives' employment decisions.  In our view, the evidence is largely supportive of the relative income hypothesis. 
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