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ONLINE APPENDIX

Appendix A: Timing of the property division law re-
forms

Although a large body of economic literature has documented and exploited
the exogeneity of the introduction of unilateral divorce with respect to house-
hold economic behavior (among others, Gruber 2004, Stevenson 2007, Gray
1998), no research has shown how the timing of introduction of equitable
distribution may be correlated with state-level and state-level trends. Specif-
ically, I find no correlation between the timing of the legal changes and the
share of women employed in the labor market and their income before the

reforms (Figure [A.1)[]

'T regress: (year of reform-1967), = a + SFemale employment rate in 1960, + €5, the
coefficient for f is -8.79 (p-value 0.640) while & = 14.12 (p-value 0.031).
I also regress (graph not shown but available upon request) (year of reform-1967), =
v + 6(Female employment rate in 1960-Female employment rate in 1950), + €25, the coef-
ficient for 0 is -1.417 (p-value 0.979) while 4 = 11.311 (p-value 0.007).
Finally, from (year of reform-1967), = ¢ + n(Share of wives’ income in 1960), + €3, the

coefficient for 7 is -26.67 (p-value 0.515) while ¢ = 7.555 (p-value 0.190).



Figure A.1: Timing of the introduction of equitable distribution and
state characteristics
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(a) Female employment rate in 1960  (b) Share of wives’ income in total house-
hold income in 1960

Notes: Data is the 1% sample of 1950 and 1960 U.S. Censuses. Sources: Ruggles Steven,
J. Trent Alexander, Katie Genadek, Ronald Goeken, Matthew B. Schroeder, and Matthew
Sobek. 2010. Integrated Public Use Microdata Series: Version 5.0 [Machine-readable
database]. Minneapolis: University of Minnesota.

Appendix B: Solution method

The problem of the female divorcee has three state variables: A", A" and
the offer labor income y" and two choice variables, ¢V and P". The model
is solved by backward induction (Adda and Cooper 2003) under the terminal
condition that A}, = 0 for a discrete vector of possible values for A}". The
solution leads to a sequence of values VY2 (AW 4V h!V) that represent the
wife’s valuation of the divorce. For the male divorcee, the problem is identical
with the exception that the working is not a choice variable [

The married couple’s problem has eleven state variables: spouses’ assets
level A7, the wife’s human capital A", spouses’ preferences for marriage &7,
the income level for each spouse yf, the spouses’ renegotiation parameters
M and the divorce laws vector €, (which represents two state variables:
grounds for divorce law and property division rule). The household takes the
divorce laws €2; as given and assumes that they are going to persist in time:

2If remarriage occurs, the problem is again solved by backward induction under the
same zero-assets terminal condition.



changes in €2; are thus unanticipated and exogenous to household behavior.ﬂ
The problem is again solved numerically by backward induction with the
terminal condition AjT = 0

I describe the problem of the couple in the last period T', when spouses
are retired. The couple solves:

0+ M7') u(efs &) + (1= 0+ My") uler ;&)
s.t. budget constraint in marriage

A >0 j=HW.

max.H -w 4

w
Cip »Cf 5 A

H
TH+1"T+1

~Define ViM(wp) = u(cY; 1) at the optimal values of cp and Ap,y (where
Al = 0) given the solution of the Pareto problem for state variables wr.
For each regime, there are three possible cases:

Mutual consent divorce

1. if VM (wp) > VZP(wyp) for both j = H, W, then Vi (wy) = VZM(wr)
and the couple remains married.

2. if VIM(wr) < ViP(wr) for both j = H, W, then Vj = V2P (wr) and
the couple divorces.

3. V%M(wT) < V%D(wT) and ViM(wr) > ViP(wyp) for j = HW, i =
H, W and i # j.

In the third case, the allocation of assets shifts. The spouse who wants to
divorce (j) can persuade the other by offering her (him) a larger fraction of
the household assets than that dictated by the law. I will call this share
k € [0,1]. Assume the spouse who wants to remain married is the husband,
then, the household finds xkr € [0,1] where the husband’s share of assets
becomes k(AL + Alf) such that: VP (wr, kr) = VM (wr).

After this reallocation, consider the following two possible cases:

3Divorce laws impose restrictions on the state variables. In community property, A¥ =
AV Vt and in equitable distribution (1 — a)Af = aA}¥ Vt. In mutual consent divorce,
M} =0 Vtand j=H,W.

4To obtain the numerical solution I discretize assets A, human capital "', income yi
and taste shocks &/. I solve the value function for a subset of the vector of discrete values
of A and then use a linear interpolation method to evaluate the continuation values. The
random walk processes are discretized into Markov chains (Adda and Cooper 2003).



1. if V"M (wp, kr) < VP then Vi = VZ” and the couple divorces.

2. if VVM(wr, k) > VIVP, then Vi = VI (wr, kr) and the couple re-
mains married.

Unilateral divorce

1. if Vi"(wp) > VZP(wyp) for both j = H, W, then Vi (wy) = VM (wr)
and the couple remains married.

2. if VIM(wr) < ViP(wr) for both j = H, W, then V} = V2P (wr) and
the couple divorces.

3. V%M(wT) < V%D(wT) and V%M(wT) > VTjD(wT) for j = HW, i=
H, W and i # j.

In case 3, the allocation shifts. Assume the spouse who wants to divorce is
the husband; then, I find p such that solving:

mazo gy an aw (0 + Mg+ pi) w(el; 67) + (1= 0+ M) u(cy'; &)
s.t. budget constraint

A >0 j=HW.

leads to VAM (wr, pt) = VP (wy).
¢) Third step Consider the following two possible cases, which depends
on how the other spouse responds to the reallocation:

1. if VIVM(wp, yf) > VVP | then Vi = ViM (wyp, ptf) for j = H,W: the
couple remains married.

2. if VVM(wp, pt!) < VP then Vi = V2P for j = H,W: the couple
divorces.

Once the continuation values have been defined, for an arbitrary period

t the allocation in marriage follows an analogous algorithm.

Appendix C: Robustness checks

In this Appendix, I present a series of robustness checks to the results de-
scribed in section 3. First, I show that the results on both assets and female
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employment are not driven by changes in the two largest community prop-
erty states (California and Texas: Table , columns 1, 2, 5 and 6). Second,
I show that results are not driven by non-random attrition due to differ-
ent likelihood of divorce between groups of states. In particular, remember
that each main equation is estimated based on a sample of married couples.
To address this concern on the assets regression, I use Inverse Probability
Weighting (IPW, Wooldridge 2010) and re-weight observations based on the
inverse of their likelihood to be included in the sample, i.e. the likelihood of
remaining married (Table [F.2] column 7)J]

Appendix D: Additional evidence on time use

To examine how changes in divorce laws affected the time use of American
couples, I use data from the Americans’ Use of Time Surveys (1965), the
Time Use in Economics and Social Account Survey (1975) and the National
Human Activity Pattern Survey (1992-1994), based on the sample examined
in Aguiar and Hurst (2007) for which state identifiers are availablef]

I focus on five outcome variables. The variable work hours refers to the
sum of the weekly hours devoted to work and work-related activities and to
commuting. Housework measures time devoted to cleaning, doing laundry
and ironing. Home production refers to the sum of weekly hours devoted
to housework, meals preparation, home and car maintenance, care of garden
and pets. The outcome variables Leisure 1-3 refer to the sum of weekly hours
devoted to leisure activities and are classified by Aguiar and Hurst (2007) in
the following way. Leisure 1 includes all activities such as sports, watching
TV, gardening, reading, traveling for leisure and so on. Leisure 2 adds time
devoted to sleeping, eating and personal care. Finally, Leisure 3 also includes
time devoted to caring for children/[]

5The standard errors do not account for first-stage estimation. Ignoring the first stage
in the computation of the standard errors leads to a conservative estimate of the variance-
covariance matrix: adjusting for the first stage would lead to smaller standard errors
(Wooldridge 2010).

6For a detailed description of the sources of data, refer to Aguiar and Hurst (2007), p.
974.

I use the same data as in Aguiar and Hurst (2007) for which state identifies are
available. I thank the authors for making their data available at http://www.markaguiar.
com/papers/timeuse_data/datapage.htmll


http://www.markaguiar.com/papers/timeuse_data/datapage.html
http://www.markaguiar.com/papers/timeuse_data/datapage.html

For each of these outcome variables, I estimate the following equation:

Yist = P1(Unilateral - Com.Props + B2(Unilateral - Titlesy) (1)
+ Bs(Unilateral - Eq.Distrsy) + BsCom.Prop.s; + PsEq.Distr.g,
+ Zip A 0y + o €y

where vector Z contains a set of controls for person i’s age, education and
number of children, §; denote year fixed effects and c, state fixed effects.
Because information of marital status is not available for 1993, I examine all
women between the ages of 23 and 64, irrespectively of their marital status.

Appendix table reports the outcomes of estimating equation [1j on the
outcome variable described above. Consistently with the evidence from the
PSID, data on time use indicates that the introduction of unilateral divorce in
community property states is associated with a decline in the weekly hours
worked by women (table , column 1, significant at the 1 percent level)
and small and not statistically significant increases in the amount of time
devoted to housework, home production and childcare, especially for women
with children below age 5 (table , columns 2 to 5). Overall, unilateral
divorce in community property states leads to an increase in the time women
devote to leisure of 6.2 to 8.5 hours per week (table , columns 6 and 7,
significant at the 5 percent level, and column 8 at the 1 percent level).

In addition, the introduction of unilateral divorce in title-based states is
not associated with statistically significant changes in the outcome variables.

Appendix E: Identification of spouses’ income processes

Parameters A and M which represent men’s income gains from experience,
are estimated using the PSID income dataset for all working men under the
age of 65f]

Aln(yf) = M+ Mt + Ay

Define unexplained growth of log-earnings as:
AU{ = 25—1 + Cg - Zg—1 + Ei - 5?—1 = Cg + Eg - 5%—1 (2)

for j=H,W.

8See Meghir and Pistaferri (2004) and Low, Meghir and Pistaferri (2010) for examples
of the estimation of men’s income process parameters.



The variance of the husband’s permanent income shocks is identified by
the moment
Bl (Auf! + Al + Aufly)] = 27

Identification of the income process parameters for women requires ac-
counting for the selection of women into employment. Assume that a wife
participates in the labor market (P}V = 1) if Z,6+ N/y+n, > 0, where N, are
exogenous variables excluded from the earnings equation and Z; are variables
which also appear in the earnings equations. In the dynamic model, N, are
divorce laws, Z; is a vector of age and past experience and 7, are unobserved
shocks to the taste for marriage and to productivity.

Assume that the income shocks of husbands and wives are correlated.
Income shocks and participation shocks in each period are distributed as a
multivariate normal which is serially uncorrelated:

CtH U?H
¢V | isdistributed MV N | 0, OcHew O'?W
Tt ocry,  Oewy 1

Define oy = —Z;é — M]~. T estimate the probability of female participa-
tion in the labor market as

P(PY =1) = P(n; > = 2,6 — Nl) = P(n > cv))
using a probit model. Then:
ElAlogy” [P =1,PY =1] =X\ + N -t + E(Aw”|P" =1, P, =1)

(3)
P(au) + P(a—1)

=N + At +oa,
0 TAL e | T 0y T T B ()



The parameters of the income process are the solutions to the system:

P(av)

ElAu P =1,PY, =1] = TN T By (4)
E[AUF/(AUF/ + Auz‘t/[il + AU%)!RW = 17PtIi/1 = 1aPtVJ‘:1 =1, Ptvl/2 =1] (5)
_ 2 2 P(av)
= 0w T O T g () ™
o(ar)
E[Au|PY =1,PY, =1] = T B(ay)
WA, H pW _ W11 _ o(ar)
E[Aut Aut ‘Pt = 1,P1571 = 1] = O-CHCW + UCHnUCWn—O‘t (6)
1-— cb(Oét)

¢(Oét) ¢(04t72)
1-— (IJ(at) 1-— (I)(Oét_g)

Ellogys” —logy, | PY =1, BYy = 1] = oazu,

Appendix F: Tables
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