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Dual earners, urban labour 
markets and housing demand5

2.1 

Introduction

The share of dual-earners in the household population increased considerably over the 

past decades. Dual-earner households used to be the exception, but nowadays they are the 

norm. Dual-earner households are considerably different from single-earner households in 

many respects. There are obvious and substantial differences in the way they spend their 

time. Home production, housework and – when children are present – childcare have to be 

adapted to the working hours of two employed persons. There are also less self-evident 

ways in which the changing internal organization of households influences our societies. 

One, which is the subject of this chapter, is the location behaviour of dual earners. Dual-

earner households are likely to differ in location behaviour from single-earner households 

because of the two commutes. This location problem has at least two important aspects. 

The most obvious one is that it may be more difficult to find a satisfactory employment-

housing arrangement when two jobs and one residence are involved, instead of one job 

and one residence. As a consequence, commutes of dual-earner households are expected 

5 |  This chapter is based on Rouwendal and van der Straaten (2004).
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to be longer on average than those of single-earner households. A second aspect is that 

dual-earner households may not only differ in the location they choose within a region, 

but may also differ in the choices they make with respect to the region of residence. Costa 

and Kahn (2000) have recently emphasised the co-location problem experienced by ‘power 

couples’, that are couples of which both members are higher-educated.6 They argue that sat-

isfactory career perspectives for both partners are only available in the dense local labour 

markets of metropolitan areas, and show that there is indeed an increasing concentration 

of ‘power couples’ in large metropolitan areas in the US in the second half of the 20-th 

century.

In this chapter we consider the location behaviour of dual-earner households in the Neth-

erlands, where the transition towards increased labour market participation of married 

and cohabiting women took place later than in the US. We find a similar concentration of 

highly-educated dual earners in the Randstad (also called the Dutch Rimcity), the urbanized 

western part of the country. In contrast to Costa and Kahn, we find no evidence of increa- 

sing attractiveness of large urban areas for the control group of highly-educated singles, 

as this group tends to become less concentrated in the Randstad. This leads us to a closer 

examination of the mechanism that explains the changing location patterns of both groups 

of households. The co-location hypothesis assumes that labour markets must be sufficiently 

dense in order to make a region attractive for power couples. However, a high density also 

offers better match opportunities for single earners (including singles). We examine the 

literature on urban labour market agglomeration in order to find examples of markets that 

function in such a way that they attract dual-earner households more than single-earner 

households.

An alternative (or additional) explanation for the observed location patterns in the Nether-

lands considers the effect of dual-earner households on the housing markets. Dual earn-

ers have a household income that is higher than that of single earners. As a consequence, 

they may be able to outbid the other household types from the most attractive parts of the 

housing markets in their preferred employment regions. Given the limited supply of newly 

constructed housing and the small geographical scale of the Netherlands, the other house-

hold types may choose lower-quality housing in these regions or choose a residence in the 

neighbouring region while accepting longer commutes.

The next section describes the geographical spread of power couples in the US and the 

methodology used by Costa and Kahn (2000). At the end of this section some labour mar-

ket issues are investigated. Section 2.3 analyses the geographical spread of power couples 

in the Netherlands. In Section 2.4 provides further empirical analyses of the urban wage 

premium in the Netherlands and housing market behaviour of dual-earner households. 

Section 2.5 concludes.
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6 | Note that the definition of power couples refers only to the higher education of the two partners and does not  

require that both are employed. Even though most power couples are dual earners, this is not true for all of them.
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2.2 

Location choice of couples in the US

2.2.1 Summary Costa and Kahn

The article “Power couples: Changes in the locational choice of the college educated” by 

Costa and Kahn (2000) analyses the trend of increasing concentration of college educated 

couples in large metropolitan areas. In contrast to these highly-educated couples, there 

has been little change in the location pattern of couples in which neither spouse has a 

college education. As written in the introduction, the co-location problem experienced by 

power couples gives a good explanation of the trend. This summarizes the main results and 

discusses the methodology used by Costa and Kahn (2000). In Section 2.3 the results of the 

analysis of the location behaviour of couples in the Netherlands are described. 

Costa and Kahn classify all households into five types: ‘power couples’ in which both 

spouses have a college education, ‘part power couples’ in which only one spouse has a 

college education, ‘low power couples’ in which neither spouse has a college education, 

and single households of the college educated and the non college educated. They distin-

guish three city size categories: large metropolitan areas (those with populations of at least 

2 million), midsize metropolitan areas (those with populations of between 2 million and 

250,000), and small and nonmetropolitan areas (metropolitan areas with populations of 

less than 250,000 and nonmetropolitan areas).  

Their study attempts to provide an explanation for their finding that the probability of be-

ing located in a large metropolitan area rose by 0.174 between 1940 and 1990 and by 0.104 

between 1970 and 1990 for power couples. In contrast, the increase in this probability for 

part-power couples was only 0.102 and 0.059, respectively (Costa and Kahn, 2000, p.1293). 

Costa and Kahn (2000) argue that the facilities that dense urban labour markets offer for 

both partners are the main explanatory factor for the rise of power couple concentration 

in large metropolitan area. They arrive at this conclusion by comparing the changes in the 

location of power couples with those of other groups. According to these authors there 

are three main factors that determine the trends in the spatial distribution of people: the 

co-location problem, urban amenities of general interest (for example higher returns for 

education or cultural activities) and urban amenities of specific interest for singles (for 

example the existence of a marriage market as a result of an increase of young unmarried 

singles in large city’s). They try to disentangle these three factors by means of two differ-

encing procedures.

In the first procedure, changes in the spatial distribution of so-called ‘coincidental couples’ 

are subtracted from changes in the distribution of actual couples (power or low power cou-

ples). The former distribution is the one that could be expected on the basis of the distribu-

tion of singles (power or low power singles). It is determined on the basis of a simple  
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theory of couple formation. The number of potential matches between males and females 

that could form within a particular area is the minimum of the number of males and fe-

males in a particular region.7 The distribution of these potential matches is referred to by 

Costa and Kahn as the distribution of coincidental couples. It is interpreted as the location 

pattern that should be expected for power couples in the absence of the co-location problem.

Changes in the distribution of coincidental couples are driven by changes in urban ameni-

ties of general interest and changes in urban amenities of specific interest for singles. 

Changes in the actual distribution of couples are driven by co-location problems and urban 

amenities of general interest. An overview of the urban amenities for various types of cou-

ples is given in Table 2.1.

Table 2.1: Urban amenities for various types of couples

Power couples Coincidental power couples Low power couples Coincidental low 

   
power couples

 

The effect of urban amenities of general interest can be removed by taking the difference be-

tween the changes in the spatial distribution of actual couples and coincidental couples. They 

compute this difference both for power couples and for low power couples.

The resulting double differences are determined by the co-location problem and by the urban 

amenities that are of specific interest for singles. In the second procedure, the difference of 

these double differences is computed. If it is assumed that the effects of urban amenities that 

are of specific interest to singles are equal for both power and low power singles, this leaves 

us with the effect of the co-location problem that is specific for power couples. Costa and 

Kahn conclude on the basis of the resulting triple difference that a substantial part of the total 

changes in the location pattern of power couples is caused by the co-location problem.

2.2.2 Methodological issues

It should be clear that the procedure adopted by Costa and Kahn is based on strong as-

sumptions with respect to the effect of the three factors that are distinguished upon the 
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Solution co-location pro-

blem for higher-educated;

Urban amenities of  

general interest. 

Urban amenities of  

general interest;

Urban amenities of  

specific interest for higher- 

educated singles. 

Solution co-location pro-

blem for lower educated;

Urban amenities of  

general interest. 

Urban amenities of  

general interest;

Urban amenities of 

specific interest for lower 

educated singles.

7 | Suppose that there are 100 single power men and women and that 40 of the men are in large cities and 60 are in 

small cities and that 60 of the women are in large cities and 40 are in small cities. The probability of a coincidental 

couple being in a large city is therefore 0.5. We therefore take our estimates of the probability of a single power man 

living in city size s (ps
M,P) and our estimates of the probability of a single power woman living in city size s (ps

F,P) and take 

the minimum of these probabilities (min (ps
M,P, ps

F,P)). We then estimate the probability that a coincidental couple will be 

living in a given city size (min  (ps
M,P, ps

F,P)/ ∑s min (ps
M,P, ps

F,P) (Costa and Kahn, 2000, p.1295).
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location patterns of the groups concerned. Changes in the share of a group of households 

in a particular region must be the sum of two effects. Moreover the coefficients referring 

to urban amenities in general must either be equal for the pairs (power couple, coinciden-

tal power couple) and (low power couple, coincidental low power couple) or for the pairs 

(power couple, low power couple) and (coincidental power couple, coincidental low power 

couple). Costa and Kahn assume the first possibility to be the relevant one. If one adopts 

the second possibility, the effect of the co-location problem can be found by subtracting the 

changes in the regional distribution of low power couples from those of high power cou-

ples and there would be no need to take triple differences. Finally, the coefficients referring 

to urban amenities of specific interest to singles should be equal for power and low power 

singles. These assumptions are not motivated by, for instance, a model of location choice 

of households. They should probably be interpreted as approximations to such a model, 

but it is far from clear that, for instance, a first order approximation to such a model has the 

properties assumed by Costa and Kahn. On the other hand, it is also clear that the differenc-

ing procedures used have attractive properties in that they correct potentially for effects of 

all types of omitted variables, even though it must be noticed that also here the assumption 

of linearity is crucial.

The analysis that has been carried out by Costa and Kahn results in the conclusion that 

the co-location problem is of considerable importance for the spread of power couples. 

However, it reaches this conclusion on the basis of a differencing procedure that intends to 

remove all other explanations. For this reason, it does not provide direct insight into the co-

location problem itself. For that purpose we must turn to labour market analysis.

2.2.3 Urban labour market

Local labour markets play an important role in Costa and Kahn’s analysis. First, they argue 

that only metropolitan labour markets are dense enough to offer both highly educated 

partners in power couples a reasonable career perspective. Second, they argue that an ad-

ditional benefit is associated with an urban wage premium that appears to have increased 

over time. In this section we take a closer look at the characteristics that an urban labour 

market must have in order to facilitate solving the co-location problem. This will be done 

on the basis of theoretical literature. The existence of an urban wage premium in the United 

States is well established (see, for instance, Glaeser and Maré, 2001). For the Netherlands 

no prior studies are available and in Section 2.4 we investigate that issue.

2.2.3.1 The co-location problem

Before we start the review of labour market models that are relevant for the co-location problem, 

it is useful to return to the problem itself. Costa and Kahn (2000, p. 1288) introduce it as follows:

All dual career households are more likely to be joint decision makers, and they face the 

difficulty of finding two jobs commensurate with the skills of each spouse within a reason-

able commute from home.
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This seemingly clear statement suggests that a dense labour market, with more jobs avail-

able within a reasonable commute from home, makes it easier to solve this difficulty. How-

ever, in a dense labour market there are not only more jobs, but also more workers. As a 

result, there will be more competition for jobs commensurate with the skills of each worker 

and in a labour market with imperfect information and other market imperfections, its effect 

may be similar to that of a lower density of jobs.

It should also be noticed that the co-location problem is defined as a problem that is spe-

cific to couples. In a given local labour market it may be difficult for both workers to find 

a job that is commensurate with their skills. However, if the difference between large and 

small labour markets is only in the number of jobs and not in the distribution of the skills 

required for carrying out these jobs, there seems no reason to talk about a specific co-

location problem. It is, of course, true that dual earners have to find a combination of two 

employment locations and one residential location with reasonable commutes, whereas 

single earners have a simpler problem to solve. However, this refers to location within an 

urban area (we discuss this aspect in the next section) and does not in itself make clear that 

denser labour markets are more attractive than others.

We may conclude that the co-location problem appears to be a bit more difficult to under-

stand than one might think at first sight. For this reason it seems useful to take a closer look 

at labour market models that deal with the heterogeneity of workers in order to see how 

the co-location problem may emerge in such a context.

2.2.3.2 The extent of the market, search and learning

Frank (1978) was one of the first to provide a formal analysis of the co-location problem in 

his study of the effects of affirmative action. In his model jobs and workers are heterogene-

ous. The productivity of a particular match between a worker and a job is highest if the re-

quired skill level equals the offered skill level. If the two skill levels are unequal, productivity 

diminishes proportional to the absolute value of the difference. A single worker will locate 

in a large city if his personal match is better there than elsewhere. Dual earners will locate 

in the large city if the sum of the individual discrepancies is smaller in the large city than 

elsewhere. Frank discusses a particular simplified situation and shows that the probability 

that the latter event takes place is larger than the probability that the first event takes place. 

This suggests that dual-earner households will more often choose the large labour market 

than single-earner households.

Frank’s analysis leads to a clear conclusion, but it is clearly partial in nature. This evokes 

the question whether his conclusion stands upright in a more general setting where less 

is assumed to be constant. Fortunately, there have been other analyses of the functioning 

of the type of labour market with heterogeneous labour that he studied, which are less 

restrictive. Kim (1989), referred to by Costa and Kahn, provided a model in which labour is 

heterogeneous in innate abilities of the workers. This setting is similar to that considered by 

Frank, but Kim also considers the effects of bargaining. One of his results is that in a suffi-

ciently competitive market the wage is independent of the discrepancy between a worker’s 

actual ability and the one that is optimal for the job in which he is employed. In such a 
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market, the mechanism identified by Frank clearly does not work. Kim also shows that in 

a larger market the wage level will be higher than in a smaller one. He does not discuss 

the peculiarities of dual-earner households, but the relevant consequences of his model 

are not too difficult to grasp. In his model both wage earners can earn more in the large 

market than in the small one, independent of the discrepancy between their ability and the 

ideal one for the job in which they are employed. For both workers the advantage of the 

higher wage is equal and for each of them the benefit of locating in a large city is identical 

to that of a single worker. In this sense there is no real co-location problem in this model. 

However, note that this reasoning assumes that wage differences between large and small 

markets remain, whereas it must be expected that in general equilibrium context they will 

be removed.

When placed in a spatial setting, the analysis of Kim can be interpreted as an agglomera-

tion effect. Helsley and Strange (1990) have indeed developed a model for a system of 

cities in which the better matching of skills and requirements is the reason why cities exist. 

A counteracting force is the consumption of land, which forces workers to commute over 

longer distances when city size increases. Workers move between cities in order to maxi-

mize expected utility. The equilibrium size of the city is determined by the agglomeration 

and disagglomeration effects. Although Helsley and Strange only consider cities that are 

of equal size, it is possible to imagine that this model contains cities of different sizes, for 

instance, because of exogenous differences in the attractiveness of sites or the productiv-

ity of workers. In a general equilibrium setting all workers will experience the same utility, 

independent of their place of residence. There is no specific co-location problem.

Teulings and Gautier (2004) consider a model in which skills and job requirements are con-

tinuously distributed on the real line. Under conditions of perfect information, a Walrasian 

equilibrium exists in which each job type is matched to exactly one worker type. Imperfect 

information introduces ‘noise’ around the Walrasian equilibrium. In Gautier and Teulings   

(2009) they apply the model in a spatial general equilibrium setting. In equilibrium, all 

workers are indifferent between regions. The less dense regions are more specialized than 

the denser regions. In this setting a co-location problem may emerge. In the spatial general 

equilibrium, dense regions specialize in products that require a diversity of skills, whereas 

less dense regions specialize in products requiring specific skills. This means that the dis-

tribution of required skills depends on the density of economic activity in a region and has 

the largest variance in the densest regions.

If skills of individual workers are a random drawing from a given skill distribution (inde-

pendent of their regions of origin) and if they match randomly into couples, it is obvious 

that some redistribution of the workers over the regions has to take place in order to estab-

lish this equilibrium. Workers with skills located at the tails of the distribution must move 

from rural to urban areas, or workers with skills located close to the median must move in 

the reverse direction (or both). Since there are relatively few workers with skills located at 

the tail of the distribution, the probability that they have a partner with skills located close 

to the median is relatively large. These partners may face conflicting interests with respect 

to their preferred location, and it is conceivable (even though we do not undertake a formal 
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analysis) that the best way to solve this problem is to move to a dense urban region where 

job opportunities for both of them are available.

Teulings and Gautier stress that their results depend on their assumption that there are 

increasing returns to scale in the matching function. The survey of Petrongolo and Pissar-

ides (2001), to which they refer, makes clear that empirical support for this assumption is 

weak. However, Teulings and Gautier argue that it may be difficult to observe these increas-

ing returns when present, because of counteracting effects, such as an increase in reserva-

tion wages. A more recent paper of Petrongolo and Pissarides (2002) offers some support 

for this point of view, but also observes that it implies that the effect of increasing returns 

should show up in the wage rates paid in the denser labour markets. In Section 2.4 we will 

examine the existence of an urban wage premium for the Randstad area.

In conclusion it may be said that it is not easy to motivate the existence, let alone the 

significance, of the co-location problem on the basis of existing labour market models. 

We focussed attention on models that explicitly incorporate the heterogeneity of labour, 

since this seems to be a main ingredient of the problem. A necessary condition for the co-

location problem to emerge seems to be that the distribution of required skills differs over 

regions and has the largest variance in dense urban labour markets. This condition does 

not appear to be unrealistic. However, it is not obvious from Costa and Kahn’s statement of 

the problem, and it is (no doubt for reasons of simplicity) not incorporated in most existing 

models.

2.2.3.3 Other labour market effects

The models discussed above stress the problems associated with matching heterogeneous 

workers to equally heterogeneous jobs and the advantages that large (urban) labour mar-

kets offer in this respect. However, this is not the only conceivable benefit of urban labour 

markets. Glaeser and Maré (2001) have studied the urban wage premium and find that on 

average it takes some time for immigrants to realize such a premium. If the main benefit of 

urban labour markets is a better match between required and actual capacities, it should 

be expected that this premium is realized immediately, or at least soon after arrival on the 

urban labour market. Since the data show that it usually takes some years for workers to 

realize this premium, it may be conjectured that something is missing from these matching 

models that is relevant in practice.

Glaeser (1999) argues that learning of workers from each other is the explanation. Expe- 

rienced workers meet inexperienced colleagues and the exchange of ideas makes the  

latter more productive. The relevant contacts may occur on the job, but also outside 

working hours in informal contacts that are facilitated by the high density of the urban 

environment. Power couples may be in an especially advantageous position to realize 

such benefits. Research indicates that the diversity of activities is especially important for 

agglomeration effects and economic growth to realize. Iranzo (2003) presents evidence  

that wages are higher in cities with more dispersed human capital. Peri (2002) developed 

a model in which learning externalities among educated workers are the reason for their 

concentration in urban areas. He argues that the development of ICT in the last quarter of 
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the twentieth century has increased the importance of such externalities and provides an 

alternative explanation for the increased concentration of power couples in urban areas, 

while it also explains a similar trend among highly educated singles in the US. 

Although the co-location problem appears to be a self-evident problem, its relation with ur-

ban labour markets turns out to be subtler than one would expect at first sight. We will not 

pursue the issue further in this chapter, but note that the relation with diversity of required 

skills and increasing returns to scale are interesting areas for future research.

2.3 

Location choice of couples in the Netherlands

In this section we examine the question whether the trend that was identified by Costa 

and Kahn for the US is also present in the Netherlands. In doing so, we should of course 

recognize the difference in size between both countries. The US has more than 200 mil-

lion inhabitants, whereas the Netherlands has less than 20 million. The US has a number 

of metropolitan regions, whereas the Netherlands has essentially one: the Randstad. This 

means that we will actually consider the distribution of different household types over a 

small country consisting of one metropolitan area and its hinterland.

2.3.1 The data

The data that we use are those of a series of Housing Needs Surveys. The Housing Needs 

Survey is conducted every 4 or 5 years and the sequence started in 1973. We use the sur-

veys of 1981, 1989, 1993 and 1998. Although the Surveys are directed primarily towards the 

identification of housing needs, it contains a wealth of related relevant information about 

household characteristics and location. 

The analysis of this section refers to respondents and their partners who were in the age 

interval |23-39| in order to facilitate the comparison with Costa and Kahn (2000). Power cou-

ples were identified as couples with both partners highly-educated. In order to be qualified 

as highly educated an individual should have completed higher education or have obtained 

a university degree. In part power couples one of the partners has received higher educa-

tion, whereas the other has not. Neither partner in low power couples has received higher 

education.

Having received higher education became increasingly common among both males and 

females over the period under study, and the share of power couples increased from 7.0 in 

1981 to 13.1 in 1998. Female labour force participation also increased considerably. In 1981, 

43.7 per cent of the low power couples and 63 per cent of the power couples were dual 

earners. In 1998 these shares were 22 per cent points higher for both groups.
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2.3.2 Regional division

The Randstad has a number of special characteristics. First, it consists of a number of cities 

of different size that are separated by more or less rural areas. It is possible to consider 

the largest of these cities, Amsterdam, Rotterdam, Utrecht and The Hague as separate 

metropolitan areas. However, this approach has not been chosen because these cities are 

so close to each other that it is possible to commute from one to another. If we want to 

define a metropolitan area in such a way that (to a close approximation) all people who live 

within its boundaries are also employed there, any further decomposition of the Randstad 

becomes problematic. We have therefore adopted a commonly used regional division of 

the Netherlands into three areas: the Randstad (dark grey in Figure 2.1), a peripheral zone 

(white in Figure 2.1) and an area between these two that is referred to as an Intermediate 

Zone (grey in Figure 2.1). 

Figure 2.1: The Netherlands and the division in three zones 

The Randstad comes close to a polycentric metropolitan area and if the location pattern of 

power couples in the Netherlands is close to that in the US, we expect to find a contrast 

between this region and the periphery, which is clearly non-metropolitan. Inclusion of the 

Intermediate Zone in the analysis may provide additional useful information about location 

patterns. We will therefore consider the question how power couples have located over 

these three zones during the period 1981-1998.

It must be recognized that this regional division is conceptually different from that em-

ployed by Costa and Kahn. They were able to distinguish a large number of metropolitan  

areas of medium and large size that could be considered as separate labour markets  

because of spatial separations. We divide a small country into the West, a heavily urbanized 

region, an Intermediate Zone, which surrounds the West geographically and the remain-

der of the country, referred to as the Periphery. Commuting flows between these three 
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regions are not negligible and they can therefore not be considered formally as completely 

independent regional labour markets. Similar remarks can be made with respect to their 

functioning as separate marriage markets for power singles. 

2.3.3 Results

Table 2.2 shows the distribution of couples and singles over the three regions discussed 

above. The table shows that power couples became increasingly concentrated in the  

Randstad. The share of part power couples living in the Randstad also increased, but at 

a slower rate than the power couples. The share of low power couples decreased. This 

suggests that the Randstad became a more attractive residential area for power couples. 

However the Randstad became less attractive for power singles and low power singles, 

which implies that the attractiveness of the Randstad as a marriage market decreases in the 

period 1981−1998.8  

Table 2.2 Spatial distribution of couples and singles

   1981 1989 1993 1998

Power couples    

Randstad 50.3 49.0 52.0 55.5

Intermediate Zone 30.1 33.7 32.4 31.6

Periphery 19.6 17.2 15.6 12.9

Part power couples    

Randstad 44.2 41.8 44.8 47.5

Intermediate Zone 33.5 36.9 36.0 35.7

Periphery 22.3 21.4 19.2 16.8

Low power couples    

Randstad 41.5 39.8 40.3 39.6

Intermediate Zone 37.5 38.5 38.3 39.6

Periphery 21.0 21.8 21.4 20.8

Power singles    

Randstad 61,0 62,7 60,9 59,1

Intermediate Zone 28,3 23,3 26,0 26,0

Periphery 10,7 14,0 13,1 14,8

Low power singles    

Randstad 57,5 56,7 48,0 51,7

Intermediate Zone 24,3 26,0 33,0 29,8

Periphery 18,3 17,4 18,9 18,5

Costa and Kahn conjectured that the facilities that dense urban labour markets offer for 

both partners constitute the main explanation of the rise of concentration of highly-educated 
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8 |  Please note that, although the attractiveness of the Randstad for singles decreased during the period investigated, 

the majority of singles lives in the Randstad.
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couples in the Randstad. We used their methodology, as described in Section 2.2.1, to com-

pare the changes in the spatial distribution of coincidental couples with the changes in the 

spatial distribution of actual couples. 

The results are reported in Table 2.3. The first four lines in this table summarize the changes 

in the location patterns of four couple types over the period concerned. The Randstad at-

tracted a large share of power couples, but became less attractive for the other three types. 

The next two lines of the table show the double differences. 

Table 2.3: Computation of co-location effects

   
Randstad        Intermediate Zone Periphery

All couples; differences 1998-1981

Δ power couples 0.074 0.009 -0.083

Δ low power couples -0.069 0.052 0.017

Δ coinc. power couples -0.036 -0.036 0.071

Δ coinc. low power couples -0.099 0.106 -0.008

Double differences 1998-1981   

Δ power couples – Δ coinc. power couples 0.109 0.044 -0.154

Δ low power couples – Δ coinc. low power cpls. 0.030 -0.054 0.024

Triple differences 1998-1981   

[Δ power cpls.-Δ coinc. power cpls.]  – 

[Δ low power cpls. – Δ coinc. low power cpls.] 0.079 0.099 -0.178

Couples with both partners employed; differences 1998-1981

Δ power couples 0.287 0.142 0.033

Δ low power couples 0.131 0.216 0.106

Δ coinc. power couples -0.092 0.033 0.060

Δ coinc. low power couples -0.106 0.091 0.015

Double differences 1998-1981   

Δ power couples – Δ coinc. power couples 0.380 0.110 -0.026

Δ low power couples – Δ coinc. low power cpls. 0.237 0.125 0.091

Triple differences 1998-1981   

[Δ power cpls.-Δ coinc. power cpls.]  – 

[Δ low power cpls. – Δ coinc. low power cpls.] 0.142 -0.015 -0.118

The bottom line of the table shows the computed effect of the specific co-location problem 

for power couples. One surprising aspect of these figures is that they suggest that locating 

in the Intermediate Zone is better for solving the co-location problem than locating in the 

Randstad. Another is that they are larger (in absolute value) than the changes reported in 

the first row of the table. This indicates that the increasing concentration of power couples 

in the Randstad and the Intermediate Zone took place despite a decreasing attractiveness of 

this region in terms of amenities of general interest. 
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Like Costa and Kahn we also carried out the procedure separately for power couples that 

are also dual earners, as a refinement of their initial analysis. The lower panel of Table 2.3 

shows that the co-location effect for the Randstad is now 0.142, that for the Intermediate 

Zone –0.15 and for the Periphery –0.118. These results suggest that the Randstad offers the 

best possibilities to solve the co-location problem. 

2.3.4 Conclusions and comparison

The increasing concentration of power couples in the most urbanized part of the Neth-

erlands is in line with the trend that has been observed by Costa and Kahn for the US. 

A replication of their analysis for Dutch data suggests that the co-location problem is an 

important determinant. In contrast to the United States, however, it seems to be the case 

that the effect of the co-location problem is counteracted by changes in the attractiveness 

of the Randstad in terms of urban amenities of general interest and amenities that are of 

special interest for singles. In other words: power couples would have become even more 

concentrated in the Randstad if urban amenities had remained as attractive as they were in 

the beginning of the 1980s. This leads to two further questions.

Why has the Randstad become less attractive apart from the possibilities it offers for sol-

ving the co-location problem? The data considered thus far cannot tell us the answer. Costa 

and Kahn relate the increased attractiveness of metropolitan areas in the US to changes in 

the urban wage premium. This suggests again that we should turn to labour market analy-

sis for an explanation for what happens in the Netherlands. We do so in the next section.

2.4 

Further empirical analysis 

In this section we take a closer look at a number of labour and housing markets aspects 

that are relevant for understanding the location behaviour of dual-earner households in 

the Netherlands and, more specifically, power couples. We do this by means of an in-depth 

analysis of the data from the Housing Needs Survey of 1993. Concentrating on a single 

cross-section offers us the opportunity to investigate a number of relevant topics in greater 

detail than would have been possible by examining a number of cross-sections. Before 

starting to discuss this issue, we should mention that the analyses that follow are not  

restricted to people aged 23-39, but concern in principle all respondents.

2.4.1 Urban wage premium

What do Dutch data tell us about the spatial aspect of the relation between education, household 

composition and wages? The Housing Needs Survey of 1993 provides relevant information. We 

computed hourly wage rates for workers and regressed these on age, gender and education 

variables. The Housing Needs Survey does not indicate work experience, and the effects of this 

variable should therefore be expected to influence the estimates of other variables. When deal-
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ing with regional differences we have included dummies for the Randstad and the Intermediate 

Zone, treating the Periphery as the reference region. Results are presented in Table 2.4.

The basic regression (1) relates natural logarithm of the hourly wage rate to age, gender and 

education. It does not yet include household characteristics or spatial variables. The natural 

logarithm of the wage rate increases with age, but at a decreasing rate. Female workers have 

a wage rate that is on average 28 per cent lower than that of males. Those with only basic 

education earn 10 per cent less, those with higher education or university education 20-30 per 

cent more than the reference group with secondary education. The positive effects of higher 

education or university education are somewhat higher for females than for males, although 

the difference is not sufficiently large to close the gender wage gap for the higher-educated.

Table 2.4: Hourly wage rates

Variable (1) (2) (3) (4)

 Constant 3.395 (0.025) 3.493 (0.026) 3.462 (0.026) 3.466 (0.027)

Age of head of household 0.042 (0.001) 0.040 (0.001) 0.040 (0.001) 0.040 (0.001)

Age of head of household squared -0.0004 (0.000) -0.0004 (0.000) -0.0004 (0.000) -0.0004 (0.000)

Female -0.277 (0.004) -0.219 (0.035) -0.219 (0.035) -0.218 (0.035)

Basic education -0.097 (0.004) -0.100 (0.004) -0.100 (0.004) -0.097 (0.004)

Higher education 0.203 (0.006) 0.209 (0.007) 0.201 (0.006) 0.208 (0.012)

University education 0.308 (0.009) 0.329 (0.010) 0.376 (0.020) 0.375 (0.022)

Female*higher education 0.025 (0.009) -0.018 (0.012) -0.019 (0.012) -0.018 (0.012)

Female* university education 0.091 (0.017) 0.022 (0.019) 0.020 (0.019) 0.017 (0.019)

Single  -0.207 (0.009) -0.211  (0.009) -0.210 (0.009)

Dual earners  -0.047 (0.005) -0.050 (0.005) -0.056 (0.008)

Power couple  -0.006 (0.009) -0.006 (0.010) 0.007 (0.019)

Female*single  0.135 (0.037) 0.133 (0.037) 0.133 (0.037)

Female*dual earners  -0.056 (0.035) -0.056 (0.035) -0.057 (0.035)

Female*power couple  0.072 (0.015) 0.072 (0.015) 0.041 (0.027)

Randstad   0.060 (0.005) 0.050 (0.009)

Intermediate Zone   0.016 (0.005) 0.015 (0.009)

Randstad*university education   -0.066 (0.022) -0.063 (0.024)

Randstad*higher education    -0.009 (0.012) -0.010 (0.014)

Int. Zone*university education   -0.057 (0.024) -0.054 (0.026)

Int. Zone*higher education   0.016 (0.012) 0.016 (0.014)

Randstad*dual earners    0.015 (0.010)

Int. Zone*dual earners    -0.021 (0.023)

Randstad*power couple    -0.021 (0.023)

Int. Zone* power couple    -0.012 (0.024)

Female*power couples*Randstad    0.051 (0.029)

Female*power couples*Int. Zone    0.021 (0.031)

R2  0.23 0.24 0.25 0.25

The table reports the estimates of a OLS with the dependent variable the natural logarithm of the hourly wage rate. Bold 

figures indicate coefficients that are significant at p=0.05. The number of observations is equal to 47,403. Source: HNS 1993.
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The next regression introduces household characteristics. Singles have lower wage rates 

than workers belonging to single-earner households. If the single person is female, most 

of this effect disappears. Dual earners have on average a wage rate that is 4.7 per cent 

lower than that of otherwise comparable single earners. Note that we have controlled for 

gender effects by including the product of the dummies for females and dual earners as 

a separate variable. The negative coefficient may indicate that both earners give up some 

of their career perspectives in order to solve the difficulties involved in finding a suitable 

arrangement of the other relevant aspects. The lower wage rate may therefore be an aspect 

of the co-location problem. Female earners in dual-earner households are not significantly 

different from males in this respect. The indicator for power couples does not have a signifi-

cant coefficient, but the female workers belonging to such a household have on average a 

higher wage rate than their otherwise comparable colleagues.

As a result of the introduction of household characteristics, the gender-specific effects of 

higher education become statistically insignificant. Female workers belonging to power 

couples earn 7 per cent more than their otherwise comparable colleagues.9 If we leave out 

the cross-effect of gender and power couple, the cross-effect of gender and university edu-

cation becomes statistically significant again.

In equation (3) we introduce dummies for workers located in the Randstad and in the Inter-

mediate Zone. Estimation results show that otherwise equal workers who live in the Rand-

stad earn on average a wage rate that is 6 per cent higher than those living in the Periphery, 

whereas workers who live in the Intermediate Zone earn 1.6 per cent more. It is tempting to 

interpret these results as a confirmation of the existence of an urban wage premium caused 

by agglomeration effects of better matching or learning. However, the cross-effects of living 

in the Randstad or the Intermediate Zone and having a university education are negative, 

and make clear that these higher-educated workers do not on average earn a higher wage 

outside the peripheral areas, and may indeed earn a somewhat lower wage rate in the Inter-

mediate Zone. This surprising result does not show up for workers with a higher education.

If the advantages of a large labour market that were highlighted in the models discussed 

above do indeed exist, one would expect that they are especially relevant for the university-

educated, who are often highly specialized. If the higher wage that is in general paid in the 

Randstad compensates for the disadvantages of working in an urban environment, such as 

congestion, traffic noise, high house prices, et cetera, one expects that university-educated 

workers have to be compensated as much as others. Whatever may be the explanation, the 

results cast doubt on the hypothesis that the urbanized part of the Netherlands is – apart 

from its potential to solve the co-location problem - an attractive place to live for university-

educated people.

2.4.2 Dual-earner households and urban wage premium

If Frank (1978) and Costa and Kahn (2000) are right and there exists an important co-

location problem, one would expect that dual-earner households in the peripheral parts 
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of the country on average earn less than elsewhere. Even in a general equilibrium setting 

this effect should show up if a sufficiently large number of such couples preferred to stay 

in peripheral areas because of family ties that compensate for a somewhat lower wage, et 

cetera. In order to see whether such effects can be detected, we introduced a number of ad-

ditional cross-effects into our estimating equation. Estimation results of equation (4) show 

that dual earners or power couples do not earn significantly more in the Randstad or in the 

Intermediate Zone than elsewhere in the country. Also, the wage rates of female workers in 

such households in the Randstad or the Intermediate Zone are not different from those liv-

ing elsewhere. This shows that in the Netherlands workers belonging to power couples did 

not earn significantly more in the Randstad or the Intermediate part of the country than in 

the Periphery. Earlier regressions showed that female workers belonging to power couples 

have higher wage rates than their otherwise comparable colleagues, but this effect is no 

longer statistically significant in equation (4).

2.4.3 Conclusions so far

The results of the empirical analysis are at first sight somewhat puzzling. We could not iden-

tify an urban wage premium for university-educated workers, but workers with higher educa-

tion appear to earn somewhat higher wages in the Randstad and the Intermediate Zone. 

However, this finding does not contradict the possibility that the denser labour market in 

these regions offers power couples possibilities to solve their co-location problem. Moreo-

ver, the absence of an urban wage premium for the Randstad, combined with the disadvan-

tages of urban life such as congestion, noise, lack of recreational facilities, et cetera may 

well explain why the attractiveness of the Randstad in terms of urban amenities of general 

interest would in itself induce power couples to concentrate less in this region, as was 

found in the previous section.

The lack of direct evidence of a co-location problem in the form of lower wages for these 

workers in the Periphery may be caused by the fact that many power couples avoid the 

realization of such a situation by locating in the Randstad and Intermediate Zone. Moreover, 

power couples that succeed in finding a relatively bright career perspective for both part-

ners will probably stay in the Periphery, thereby introducing a selection effect that works in 

the opposite direction.

Our conclusion is therefore that the results of the empirical work reported in the second 

part of this section, are consistent with those of the analysis carried out in Section 2.3. The 

effects of the co-location problem counteract those of other developments that would have 

induced power couples to locate outside the Randstad and the Intermediate Zone, espe-

cially when they are educated at a university.

2.4.4 Dual-earner households and the housing market

2.4.4.1 General considerations

In this section we look at the location choice of power couples at a more detailed level by 

considering their housing consumption and location within urban areas. 

The monocentric model provides a convenient starting point for studying the location 
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behaviour of households. We consider a basic version of the model in which all employ-

ment is located in the city centre (CBD) and all jobs are identical. Some workers belong to 

single-earner households, others to dual-earner households. The latter households have 

twice the income of single-earner households, and two workers, instead of one, have to 

travel to the CBD each day. Unless the demand for residential land has a very high income 

elasticity, the model predicts that dual-earner households have steeper bid rent functions 

and will therefore concentrate around the city centre, leaving the suburban areas for the 

single earners. We will not elaborate this reasoning by means of a formal model. However, 

it would not be difficult, for instance, to introduce dual-earner households in this way into 

the model of Helsley and Strange (1990) discussed in Section 2.2 and show that in each city 

dual-earner households will locate close to the CBD, whereas single-earner households 

have larger home-work distances.10

In practice, things are not as simple as the highly stylized monocentric model suggests. 

A significant problem is that the predictions of the monocentric model with respect to 

the inner-city locations of various income groups are difficult to reconcile with empirical 

evidence about the location of high-income groups in urban areas in American cities. This 

was first shown by Wheaton (1977) and recently confirmed by Glaeser et al. (2000). Possible 

explanations for this anomaly are the durability of housing (older housing is concentrated 

in inner cities), and in the provision of special housing and (public) transport facilities in 

inner cities. Although European cities are considerably different from American ones in a 

number of respects, the basic economic forces seem to be the same. In the Netherlands 

the largest cities have for long concentrated their housing policies on providing affordable 

housing for low-income groups, and this has resulted in a relatively large rental sector. At 

the same time, (national) tax facilities for owner-occupiers (including unlimited deductibility 

of mortgage rent from taxable income) are especially in favour of higher income groups. It 

is therefore not surprising that there is a close relationship between income and the prob-

ability that a household is owner-occupier. Moreover, the share of the rental sector in the 

dwelling stock is highest in the largest cities and, more generally, is increasing in city size. 

High-income households (to which most power couples belong), tend to be owner-occupi-

ers and live outside the largest cities.

It is therefore possible that the empirical relationship between income and residential 

location within urban areas in the Netherlands is the opposite of what is predicted by the 

monocentric model, as is the case for the American cities. High-income households have to 

choose between two unattractive combinations: short commutes combined with old inner 

city housing and long commutes combined with modern housing. Although Americans 

seem to have opted en masse for the latter possibility, it must not be forgotten that there is 

more than one difference between the monocentric model and reality. A second important 

discrepancy results from the fact that the monocentric model assumes that all employment 

is concentrated in the city centre, whereas in reality jobs are much more evenly spread over 

space. This results in better possibilities for combining a residential location outside the 
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core urban area with a commute of limited length. The monocentric model is often thought 

of as fitting the American cities of some decades ago better than it ever fitted European 

cities. When the Randstad is regarded as a single urban area, it clearly has many employ-

ment centres and the large cities in this area (such as Amsterdam and Rotterdam) have 

more than one employment centre of their own. This means that it may have been possible 

for high-income households to realize the best of both worlds by realizing a combination of 

modern owner occupied housing and limited home-work distances. In the remainder of this 

section we will investigate this issue in some detail.

On the other hand, it must also be recognized that dispersed unemployment increases the 

problems that dual-earner households have in finding a satisfactory combination of em-

ployment and residential location. If the jobs of both workers are located at the same site, 

there is effectively only one job location, and the residential location problem is essentially 

the same as that of a single-worker households. When the locations of the two jobs are dif-

ferent, as is usually the case in practice, the problem becomes more difficult to solve with 

limited commutes for both workers and this aspect of the co-location problem may well 

result in longer average commutes for both workers. This may especially be the case for 

workers belonging to power couples, who both face a thin labour market.

In what follows we have as a rule used the workers of single-earner households as our 

reference group and included dummies for dual-earner households, singles and power 

couples and power singles. With respect to education we introduce dummies for basic 

education, higher education and university education, treating the group of workers with a 

secondary education as our reference group.

2.4.4.2 Commuting distance

We start with an examination of the commuting distance. On the basis of search theory it 

may be argued that this is a random variable and that the parameters of its distribution are 

dependent upon the spatial characteristics of relevant housing and employment opportuni-

ties in the area concerned.11  These opportunities are in large part related to the worker’s 

education, age and gender. Column (1) of Table 2.5 shows estimation results for a simple 

regression equation in which the natural logarithm of the commute, measured in kilometres 

is related to these basic worker characteristics. Males have longer commutes than females, 

older workers travel longer than younger workers and the higher-educated travel longer 

than the low educated. Explanations for these well known phenomena are that household 

responsibilities concentrated around the beginning and the end of the working day are 

often more pressing for females than for males, that older people are less mobile on the 

labour market and therefore can easier adjust their residential location to their current job 

and that the relevant segments of the labour and housing markets for the higher-educated 

are less thick than those relevant for other groups of workers. We added the hourly wage 

rate and the ratio between the actual number of working hours and those related to a fulltime 

job and found that part time workers and low paid workers have relatively short commutes.
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Table 2.5: Commuting distance

Variable (1) (2) (3) (4)

 Constant 0.182 (0.067) 0.258 (0.072) 0.213 (0.072) 0.424 (0.083)

Age of head of household -0.008 (0.001) -0.008 (0.000) -0.008 (0.000) -0.008 (0.0001)

Female -0.200 (0.016) -0.270 (0.105) -0.268 (0.105) -0.241 (0.105)

Basic education -0.129 (0.013) -0.130 (0.013) -0.127 (0.013) -0.136 (0.013)

Higher education 0.137 (0.018) 0.134 (0.020) 0.085 (0.033) 0.087 (0.033)

University education 0.099 (0.027) 0.106 (0.031) -0.105 (0.061) -0.079 (0.061)

Female*higher education 0.047 (0.028) -0.001 (0.035) -0.008 (0.0345) -0.005 (0.035)

Female*university education 0.309 (0.050) 0.238 (0.057) 0.234 (0.058) 0.245 (0.057)

Ln(wage rate) 0.383 (0.014) 0.371 (0.014) 0.362 (0.014) 0.350 (0.014)

Working hours / 40 0.654 (0.024) 0.641 (0.026) 0.633 (0.026) 0.626 (0.030)

Single  -0.173 (0.030) -0.189 (0.030) -0.152 (0.030)

Dual earners  0.011 (0.015) 0.005 (0.015) 0.090 (0.015)

Power couple   0.018 (0.028) 0.014 (0.028) 0.023 (0.028)

Female*single  0.118 (0.111) 0.111 (0.110) 0.087 (0.110)

Female* dual earners  0.068 (0.105) 0.061 (0.105) 0.028 (0.105)

Female* power couple  0.106 (0.046) 0.169 (0.071) 0.171 (0.071)

# persons 0-5  -0.002 (0.011) -0.003 (0.011) -0.008 (0.011)

# persons 6-11  -0.016 (0.011) -0.014 (0.011) -0.020 (0.011)

# persons 12-17  -0.034 (0.011) -0.033 (0.011) -0.038 (0.011)

Female* # persons 0-5  -0.047 (0.034) -0.049 (0.034) -0.049 (0.033)

Female* # persons 6-11  -0.086 (0.026) -0.089 (0.026) -0.089 (0.026)

Female* # persons 12-17  -0.019 (0.019) -0.021 (0.019) -0.021 (0.019)

Randstad   0.161 (0.016) 0.220 (0.016)

Intermediate Zone   0.095 (0.016) 0.121 (0.016)

Randstad* university education   0.249 (0.066) 0.255 (0.065)

Int. Zone* university education   0.216 (0.071) 0.210 (0.071)

Randstad* higher education   0.069 (0.037) 0.066 (0.037)

Int. Zone* higher education   0.060 (0.039) 0.064 (0.039)

Female* Randstad*power couple   -0.129 (0.071) -0.126 (0.071)

Female* Int. Zone*power couple   0.004 (0.076) 0.0003 (0.075)

Size of municipality (0-5,000=reference)    

Inhabitants 5,000-10,000     -0.001 (0.045)

Inhabitants 10,000-20,000    -0.081 (0.043)

Inhabitants 20,000-50,000    -0.209 (0.043)

Inhabitants 50,000-100,000    -0.219 (0.044)

Inhabitants 100,000-150,000    -0.250 (0.045)

Inhabitants 150,000-250,000    -0.328 (0.048)

At least 250,000    -0.349 (0.047)

R2  0.089 0.092 0.096 0.102

The table reports estimates of a OLS with the dependent variable the natural logarithm of the commuting distance. 

Bold figures indicate coefficients that are significant at p=0.05. Source: HNS 1993.
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In equation (2) a number of household characteristics were added. Estimation results show 

that workers belonging to dual-earner households do not on average have significantly 

longer commutes than other workers. Belonging to a power couple only makes a difference 

for females: they realize longer commutes. Workers have shorter commutes if they have 

children aged 12-17, and there is an additional effect of children between 6 and 11 on the 

commute of their mother.12 

For the purposes of the present chapter, the most important aspect of equation (2) is that 

it provides only weak evidence of longer commutes for dual earners and, more specifi-

cally, power couples. These workers seem to be able to solve their co-location problem in a 

satisfactory way with commutes that are on average close to those of other workers. Before 

turning to the question how they are able to realize this outcome, we first incorporate the 

spatial dimension into the analysis.

Equation (3) indicates that the commutes of workers residing in the Randstad are in general 

longer than those in the Intermediate Zone, which are in turn longer than those in the pe-

ripheral parts of the Netherlands. The longer commutes of university-educated workers are 

restricted to the Randstad and the Intermediate Zone. The gender-specific effect of belong-

ing to a power couple is now larger and does not appear to be spatially differentiated.

In order to investigate the effect of living in a particular urban or rural municipality on the 

commute, equation (4) adds a number of dummies for the size (measured as the number 

of inhabitants) of the municipality of residence. The shortest commutes are realized in the 

largest municipalities, and living in a rural area is clearly expensive in terms of commuting 

times. However, controlling for these effects does not change the estimates for the effects 

of dual earners or power couples substantially.

2.4.4.3 Location choice

If workers belonging to dual-earner households don’t realize longer commutes even though 

they have to solve a more difficult location problem, they will probably have used means 

that were not available to others in order to reach this goal. One possibility is that they have 

different preferences with respect to location. Another is that they use their higher income 

so as to outbid others from the locations that are especially attractive to them. Although the 

last regression discussed in the previous section shows that the former explanation cannot pro-

vide a complete explanation, it is nevertheless interesting to consider location choices of dual-

earner households in some more detail. In the next section we discuss the other explanation.

Table 2.6 shows the results of a simple logit model for the distribution of households over 

the Randstad, the Intermediate Zone and the Periphery. Households with a higher income 

are more likely to be found in the Randstad and Intermediate Zone. However, dual-earner 

households are in general underrepresented in the Intermediate Zone. Power couples show 

a different pattern: they are more often located in the Randstad. This is, of course, in line 

with the results of Section 2.3. One other variable in the model is ‘power single’ which in-

dicates a single person household with higher education or university education. These are 

more often living in the Intermediate Zone and the Randstad than other household types, 

after controlling for the other variables.

42

C
h

ap
ter 2 / D

u
al earn

ers, u
rb

an
 lab

o
u

r m
arkets an

d
 h

o
u

sin
g

 d
em

an
d

12 | It is, of course, likely that there will also be effects on labour force participation and number of hours worked.
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Table 2.6: Distribution of households over Randstad, Intermediate Zone and Periphery

Variable Randstad Intermediate Zone

 Constant 0.124 (0.045) 0.281 (0.046)

Income (x1000) 0.008 (0.000) 0.004 (0.000)

Age of head of household -0.002 (0.001) -0.003 (0.001)

Dual earners -0.070 (0.025) -0.055 (0.026)

Power couple 0.198 (0.047) 0.076 (0.050)

Single 0.357 (0.035) -0.032 (0.037)

Power single 0.547 (0.068) 0.296 (0.074)

Loglikelihood  -58224

The table reports estimates of a multinominal logit regression. The Periphery is taken as reference. Bold figures 

indicate coefficients that are significant at p=0.05. Source: HNS 1993.

Table 2.7 reports results of a multinomial logit model referring to the choice of the size of 

the municipality. It shows that households with an older head and a higher income are less 

likely to be found in big cities. However, dual earners deviate from this trend and are over-

represented in medium sized and large cities. Power couples are even more likely to be 

found in larger cities. Singles are also concentrated (at least in a relative sense) in the big 

cities, and this is even more true for power singles. This is consistent with Peri’s argument 

that higher-educated workers in general tend to concentrate in cities because of externali-

ties associated with learning. It also complies with the results found by Gautier et al. (2010) 

that singles, and especially attractive singles, benefit most from a dense market and are 

therefore more likely to move to the city.
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Table 2.7: Distribution of households over municipalities of different size

Variable 5,000- 10,000-  20,000- 50,000- 100,000- 150,000- At least

   10,000 20,000 50,000 100,000 150,000 250,000 250,000

Constant 1.871 2.856 3.014  2.767 2.277 2.105 2.309

   (0.143)  (0.136) (0.135) (0.138) (0.143) (0.151) (0.144)

Income (x 1000) -0.001 -0.0001 -0.001 -0.003  -0.005 -0.012 -0.094

   (0.001)  (0.001) (0.001) (0.001) (0.001) (0.002) (0.001)

Age of head household -0.004 -0.006  -0.008  -0.013 -0.016 -0.021 -0.016

   (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002)

Dual earners 0.112 0.090 0.144 0.336 0.375  0.460 0.254

   (0.078) (0.074) (0.074) (0.076) (0.080) (0.086) (0.081)

Power couple 0.178 0.151 0.296 0.320  0.780 1.042 0.854 

   (0.166) (0.159) (0.158) (0.161) (0.163) (0.167) (0.166)

Single -0.0408 0.018 0.230 0.526 0.736 1.041 1.014 

   (0.123) (0.116) (0.116) (0.117) (0.121) (0.125) (0.120)

Power single -0.108 -0.240 0.157 0.419 0.857 1.030 0.957 

   (0.290) (0.275) (0.270) (0.270) (0.271) (0.272) (0.269)

The table reports estimates of a multinomial logit regression. Municipalities of the smallest size (0-5,000 inhabitants) 

were taken as the reference class. Loglikelihood: -100,056.26. Bold figures indicate coefficients that are significant at 

p=0.05. Source: HNS 1993.

The results just discussed by and large confirm the analysis of Section 2.3, which showed 

that power couples tend to concentrate in metropolitan areas. On a national scale they are 

more likely to be found in the Intermediate Zone and the Randstad. Moreover they tend to 

live often in medium and large cities and in this respect their location pattern resembles 

that of singles. However, as we have seen above, they do not realize the shorter commutes 

of singles, and the female workers in power couples realize longer commutes. This sug-

gests that the dual-earner households are able to realize commutes that are on average 

approximately of the same length as those of single-earner households because their loca-

tion pattern is different from that group. It is closer to that of singles. This location pattern 

facilitates shorter commutes than those realized by dual-earner households in general, but 

the dual-earner households in cities actually do not realize these shorter commutes. The 

likely explanation is, of course, that the co-location problem prevents them from doing this.

2.4.4.4. Housing demand

We now turn to the second potential explanation mentioned above, according to which the 

workers belonging to dual-earner households realize their relatively short commutes be-

cause of their higher income. This means: they outbid others in the locations that are espe-

cially attractive to them. This is only possible in the owner-occupied segment of the market, 

since rents are still by and large regulated in the Netherlands.13 We would therefore expect 
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that dual earners and power couples are over-represented in the owner-occupied part of the 

market and reside in relatively expensive housing (ceteris paribus).

Table 2.8 shows estimation results of a logit model for tenure choice. Households with a 

higher income are more likely to own. The effect of age is u-shaped, implying that old and 

young heads of households are less likely to be owner-occupiers. A set of spatial dummy 

variables is included in the model in an attempt to control for the peculiarities of the local 

housing market. They show that owner-occupation is less common in the Intermediate Zone 

and in larger municipalities. The results do not completely confirm the conjecture that dual 

earners are more likely to own. When controlling for income and age of the head of the 

household, dual earners are actually less likely to own a house than otherwise comparable 

single-earner households. Power couples are different, and the positive coefficient esti-

mated for this group of households more than compensates for the negative coefficient for 

dual earners. 

Table 2.8: The choice between rental and owner-occupied housing

Variable Estimate

 Constant -3.417 (0.132)

Income 0.038 (0.001)

Age of head of household 0.122 (0.004)

Age of head of household squared -0.001 (0.000)

Dual earners -0.263 (0.024)

Power couple 0.376 (0.047)

Single -0.683 (0.036)

Power single 0.330 (0.064)

Randstad 0.052 (0.026)

Intermediate Zone -0.170 (0.027)

Size of municipality (0-5,000=reference) 

5,000-10,000 inhabitants -0.175 (0.085)

10,000-20,000 -0.322 (0.084)

20,000-50,000 -0.733 (0.081)

50,000-100,000 -1.075 (0.083)

100,000-150,000 -1.264 (0.086)

150,000-250,000 -1.374 (0.090)

At least 250,000 -2.183 (0,091)

Loglikelihood -29,785

The table reports estimates of a multinomial logit model. The dependent variable is a dummy for owner-occupied 

housing. Bold figures indicate coefficients that are significant at p=0.05. Source: HNS 1993.

45

C
h

ap
ter 2 / D

u
al earn

ers, u
rb

an
 lab

o
u

r m
arkets an

d
 h

o
u

sin
g

 d
em

an
d

13 | Rent control in the Netherlands was in the early 1990s somewhat less restrictive than it used to be, but the mar-

ket still used queuing as an important allocation mechanism. Only in a small part of the market (mostly containing 

expensive urban housing) there is a free market where prices adjust to equilibrate supply and demand.
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The negative coefficient for dual earners may be related to the fact that the income of 

the female worker was until recently not regarded as part of the household’s permanent 

income. Until the 1980s many women in the Netherlands stopped working or switched to 

a part-time job when children were born. Also, the maximum possible mortgage level was 

determined on the basis of the ratio between annual mortgage payments and income of the 

main breadwinner. The income of the female worker was not included in this computation, 

implying that dual-earner households could borrow less than a single-earner household 

with a comparable income. As a consequence, the effect of the (on average) higher income 

of dual earners on housing demand was small. This practice for determining a ceiling on 

the mortgage loan was abandoned in the beginning of the 1990s, and our estimation results 

can be interpreted as suggesting that power couples were the first to use the increased  

borrowing capacity that resulted.

Next we turn to the value of the owner-occupied house. Dual-earner households have two 

incomes and per capita income in such households will therefore be higher than in other-

wise comparable single-earner households. Since housing is a normal good, this suggests 

that the demand for housing services of dual-earner households will be higher than that of 

other household types –that is, in the absence of credit constraints like the one discussed 

in the previous section. The effect on housing demand may not be restricted to that of a 

higher income. We have already seen that dual-earner households are more often located 

in medium sized and large cities than single-earner households. House prices are typically 

higher in these areas, and this may have an additional positive impact on the value of hous-

es occupied by dual earners. It has also been conjectured above that the relatively short 

commutes of dual earners are facilitated by their location choices. Urban economic models 

suggest that the mechanism underlying this process will be that dual earners outbid other 

potential buyers of their most preferred houses. If this happens, it may have an additional 

positive impact on the volume of housing services consumed. The credit constraint on dual-

earner households will probably have suppressed this effect, but perhaps less so if the dual 

earners are power couples. 

Table 2.9: The value of owner-occupied houses

Variable (1) (2)

 Constant 2.093 (0.024) 2.554 (0.034)

Income (x1000) 0.005 (0.000)  0.008 (0.000)

Age of head of household 0.005 (0.000) 0.004 (0.000)

Dual earner -0.066 (0.007) -0.030 (0.008)

Power couple 0.203 (0.011) 0.102 (0.013)

Single -0.302 (0.014) -0.037 (0.018)

Power single 0.207 (0.025) 0.063 (0.027)

Randstad 0.214 (0.008) 0.205 (0.009)

Intermediate Zone 0.234 (0.008) 0.253 (0.009)
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Size of municipality (0-5,000=reference)  

5,000-10,000 -0.047 (0.022) -0.017 (0.026)

10,000-20,000 -0.090 (0.021) -0.037 (0.025)

20,000-50,000 -0.111 (0.021) 0.010 (0.025)

50,000-100,000 -0.242 (0.022) -0.059 (0.027)

100,000-150,000 -0.199 (0.023) 0.021 (0.029)

150,000-250,000 -0.341 (0.026) -0.081 (0.032)

At least 250,000 -0.519 (0.027) -0.069 (0.035)

λ   -0.596 (0.023)

R2  0.167 

The table reports estimates of a OLS. The dependent variable is the natural logarithm of the self reported value of 

the house. Bold figures indicate coefficients that are significant at p=0.05. Source: HNS 1993.

Regression (1), reported in Table 2.9, shows that the value of owner-occupied housing is 

positively related to income and the age of the head of the household. Dual earners have, 

all else equal, somewhat less expensive housing, probably for the same reasons that made 

them less likely to be home-owners. Power couples differ here also and have more ex-

pensive housing. Singles have cheaper housing, although this effect is smaller if they are 

higher-educated. Regression (2) refers to the same equation, but now with the Heckman 

correction for selectivity added.14 Incorporation of this additional variable has a substantial 

impact on most of the included variables, but even though the power couple effect decreas-

es in size, it remains large and highly statistically significant.

For our purposes, the main result is this large and positive coefficient for power couples, 

which outweighs the negative coefficient estimated for dual earners. The estimation results 

therefore provide evidence that power couples are paying even more for their owner oc-

cupied house than could be expected on the basis of their high incomes. This suggests 

that these households indeed outbid others from their most preferred houses, and that the 

implied commutes play an important role in their willingness-to-pay for a particular house.

2.5  

Conclusions

This chapter focussed attention on location choices of dual-earner households and of so-

called power couples in particular. It appears from the analysis that the co-location problem 

47

C
h

ap
ter 2 / D

u
al earn

ers, u
rb

an
 lab

o
u

r m
arkets an

d
 h

o
u

sin
g

 d
em

an
d

14 |  The Heckman correction takes into account the fact that households who decide to become owner-occupiers may 

also be households that differ from the average household in their housing demand characteristics for reasons that are 

unobserved by the researcher. If this occurs, estimation of the housing demand equation with OLS gives biased results. 

The Heckman correction is discussed in any modern econometrics textbook.
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is important for these households, both in choosing a particular region as their residence 

and in choosing a specific location within that region. Our replication of Costa and Kahn’s 

analysis for the Netherlands indicates that power couples prefer the Randstad even though 

this area became less attractive for other reasons. Further analysis revealed that one of 

these other reasons is that wage rates for university-educated people are not higher in the 

Randstad or the Intermediate Zone than in the Periphery, even though housing is consid-

erably more expensive in the western part of the Netherlands, congestion problems are 

concentrated there, et cetera. 

Within their region of residence, power couples are more often located in the medium sized 

and large cities, which contributes to their on average relatively short commutes. However, 

even if we control for region and the size of the municipality, commuting distances of workers 

belonging to dual-earner households and power couples are on average not different from 

other workers. There is one exception: females in power couples have a longer commute.

It seems therefore that dual-earner households, and more specifically, power couples with 

both partners employed, are able to solve, or at least to mitigate, this aspect of their co-

location problem by paying considerable attention to the choice of their residential location 

relative to the job locations of the two workers. For power couples, this conjecture was con-

firmed by our finding that they are more likely to be owner-occupiers and if they are, live in 

more expensive housing than could be expected on the basis of their other characteristics.

In summary, it may be said that we have found a consistent picture of the locational behav-

iour of power couples:

-  they locate more often in the densely populated urbanized western part of the country 

than could be expected on the basis of their other characteristics;

-  they do so, even though there is no urban wage premium for university-educated people 

in this part of the country;

-  they locate more often in medium and large sized cities than otherwise comparable 

households;

-  they manage to realize housing-employment arrangements that imply commutes that are 

somewhat longer for the female workers, but not for the males; 

-  they are more often owner-occupiers than other dual-earner households and seem to 

outbid others from the segments of the housing market they prefer most.

These findings suggest that the increasing importance of dual-earner households and, 

more specifically, power couples with both partners employed has important consequences 

for the distribution of households over space, both at the national and at the regional 

scale in the Netherlands. At the national scale the significance of dense labour markets for 

solving the co-location problem is important for the Randstad because it counteracts other 

forces that make it less attractive as a residential location. At the regional scale the trend 

towards suburbanization seems to be mitigated by relative attractiveness of larger munici-

palities for realizing suitable employment-residential arrangements for dual-earner house-

holds.

It may also be noticed that in several stages of this research we found power couples (with 
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both partners employed) to behave substantially different from other dual-earner house-

holds. It is unclear whether this effect is related only to the higher education, or perhaps 

also to their role as trend-setters. Cross-section analysis is unable to differentiate between 

these two possible explanations. However, it is likely that the effect of the relaxed credit 

constraint on dual-earner households will have spread over the whole group of these 

households in the years following 1993. 

The increased concentration of power couples in the Randstad and the Intermediate Zone 

can be interpreted as part of a self-reinforcing process of spatial concentration. The brain 

drain makes the Periphery a less attractive region for starting new business activities, and 

the inflow of highly educated workers makes the Randstad and the Intermediate Zone more 

attractive in this respect. As a result, local labour markets in the Periphery become less 

dense, and those in the remainder of the country even more dense, accelerating the out-

flow of power couples. On the other hand, it must be observed that the results presented 

above also suggest that there exist important forces that make the Randstad less attractive 

as a region of residence. If these forces become stronger, the chain of cumulative causality 

may be broken. The probable result will be that the Intermediate Zone will gain, whereas 

the relative position of the Periphery may also improve.
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