The impact of divorce laws on the
equilibrium in the marriage market

Ana Reynoso*

University of Michigan

April 12, 2024

Abstract

Does easier divorce affect who marries whom? 1 exploit time variation in the
adoption of unilateral divorce across the US and show it increases assortative match-
ing among newlyweds. To unravel the underlying mechanisms, I estimate a novel
life-cycle equilibrium model of marriage, labor supply, consumption, and divorce
under the baseline mutual consent divorce regime. By solving the model under uni-
lateral divorce I find that, consistent with the data, assortative matching increases.
Effects are largely due to changes in choices when risk sharing and cooperation
within marriage decrease, which highlights the importance of considering equilib-
rium effects when evaluating family policies.
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1 Introduction

This paper investigates how divorce laws affect household formation: the gains from mar-
riage, who marries, and who marries whom. Between the late 1960s and 2010, all US
states adopted a unilateral divorce regime that drastically reduced barriers to separa-
tion. Previous work has found significant effects of unilateral divorce on married couples’
behavior, implicitly holding spousal matching patterns fixed. However, when spousal
behavior in marriage affects the relative attractiveness of partners, divorce laws also af-
fect the equilibrium in the marriage market. This paper studies the marriage market
equilibrium effects of this major policy change.

Understanding all of the impacts of divorce regulation is important, given that divorce
is a significant aspect of married life: Over time it is observed that between 30% and
50% of first marriages end in divorce.! In this paper, I show that the impacts of changes
in divorce laws go beyond the married and divorced. I argue and show that those who
enter the marriage market when the unilateral divorce regime is in force face different
incentives and restrictions while married and react by changing their marital choices,
relative to those who marry under the baseline divorce regime. This is reflected in a
change in the gains from marriage when unilateral divorce is introduced. Hence, this
paper fills an important gap in the discussion of the welfare effects of divorce laws and
shows that unilateral divorce may have unintended long-run impacts.

The adoption of unilateral divorce has been modeled by economists as a shift in prop-
erty rights from the spouse who wishes to stay married to the spouse who wishes to
divorce. Most of the marriage market literature is embedded in the traditional transfer-
able utility Becker-Coase framework, under which changes in the distribution of property
rights between spouses do not affect marriage decisions and patterns.? To test this null
hypothesis, I exploit quasi-experimental heterogeneity in the timing of the adoption of
unilateral divorce by individual states. I show that unilateral divorce increases assorta-
tive matching among newlyweds.

To understand the link between barriers to divorce and the equilibrium in the marriage

!These figures come from the Panel Study of Income Dynamics over the period 1967 to 2010. To
produce the divorce probabilities, I follow individuals who are in first marriages from the time of marriage
onward.

2See Browning, Chiappori, and Weiss (2014) and Chiappori (2017) for excellent overviews of the
literature.



market, I specify an equilibrium model of household formation, labor supply, and divorce
over the life cycle. In the model, individuals first enter a heterosexual marriage market
and decide whether to get married and (if so) the education of their spouse. After making
their marriage choice, single and married individuals enter a household life cycle. Over
the course of their life, singles consume private goods, married and divorced individuals
consume private and public goods, couples decide whether to divorce, and married women
decide on their labor force participation. Marriage decisions depend on the anticipated
welfare from marriage and divorce. The model departs from the traditional transferable
utility structure due to two features: first, working spouses whose partners do not work
accumulate relatively more human capital during their lifetime, the value of which may be
difficult to share in divorce (Wickelgren (2009); Stevenson (2007); Peters (1986); Parkman
(1992); Zelder (1993)); second, as documented in the empirical literature (Del Boca
and Flinn (1995); Flinn (2000)), divorcees cannot sustain cooperation in public goods
expenditures (interpreted as children’s welfare). The main model’s predictions are that
the introduction of unilateral divorce pushes the marriage market equilibrium toward
more positive sorting in education and lower welfare.

I estimate the parameters of the structural model using data from households that
form and live under the pre-reform mutual consent divorce regime. The model accurately
reproduces the observed matching patterns, frequency of household specialization, and
divorce probabilities.

Using the estimates, I then simulate the introduction of unilateral divorce and solve for
the new equilibrium. I find three main equilibrium effects. First, assortative matching on
education increases among those who marry. Second, household specialization decreases
and divorce increases. Third, the gains from marriage decrease for most individuals and
particularly for the highest educated women. Allowing couples to divorce unilaterally
but with more commitment in marriage or in divorce—features of the mutual consent
regime—mitigates these effects. The model is externally validated since the equilibrium
effects produced by my simulations are close to or within the range of those observed in
the data.

This paper contributes to various strands of the literature. First, by focusing on the
equilibrium effects of divorce laws on the types of couples that form, I extend the litera-

ture that studies how divorce and other family laws impact the behavior of already formed



couples (Voena (2015); Bayot and Voena (2015); Fernandez and Wong (2014); Stevenson
(2007); Oreffice (2007); Chiappori, Fortin, and Lacroix (2002); Mazzocco (2007); Lafor-
tune and Low (Forthcoming)). I do this by embedding a collective life cycle model of
household behavior with endogenous dissolution into a static equilibrium model of house-
hold formation, which allows me to quantify the overall welfare in the marriage market for
different education groups. In analyzing these longer-run impacts, I build on the contri-
butions of Guvenen and Rendall (2015) and Fernandez and Wong (2017). Guvenen and
Rendall (2015) allow the education choice of individuals before entering the marriage mar-
ket to endogenously respond to changes in divorce laws and quantify the insurance value
of education against divorce following the introduction of unilateral divorce. Moreover,
Ferndndez and Wong (2017) analyze the welfare effects of introducing unilateral divorce
while allowing for endogenous selection into marriage. My contributions are, first, to
explicitly model a competitive marriage market in which the intra-household allocation
of resources is endogenously determined at the time of marriage as an equilibrium market
price; second, to allow for spouses to make investments in marital-specific capital, which
endogenously affect the individuals’ outside value of divorce and the probability of di-
vorce. This approach allows me to analyze the impact of introducing unilateral divorce on
matching patterns (when the education composition of the population is held fixed), on
the investing behavior of spouses within marriage, and on the relative bargaining power
of spouses in the marriage market.

In combining an equilibrium model of marriage with the collective model of household
behavior, I build on Chiappori, Dias, and Meghir (2018), who develop a unified frame-
work to study premarital investment in education, household formation, and household
behavior after marriage. Although I take education as exogenous, I otherwise extend their
model in several dimensions. The framework I develop allows couples to divorce, relaxes
the assumption that spouses can commit to an initial allocation of resources within the
marriage, and considers the possibility of noncooperative behavior among ex-spouses.®

I also extend the literature that empirically quantifies marital welfare—specifically,
the seminal contribution of Choo and Siow (2006) and the extension to a multi-market

environment by Chiappori, Salanié, and Weiss (2017b), who develop an empirical model

3In modeling cooperation within marriage and noncooperation in divorce, my model captures an
aspect of the “separate spheres” model by Lundberg and Pollak (1993), in which noncooperation—but
within marriage—is the threat point to marital cooperation.



of the marriage market to estimate the gains from marriage. Importantly, these papers
rely exclusively on observed matching patterns for identification and estimation.* In my
framework, the measures of marital welfare are derived not only from the observed mar-
riage patterns, but also from the observed labor supply and divorce behavior of couples
in equilibrium.

In my imperfectly transferable utility (ITU) framework, the allocation of marital wel-
fare between spouses is jointly determined with the value of the total welfare to be
allocated. Consequently, under ITU the parameters of the life cycle behavior of couples
cannot be estimated separately from the spousal shares of welfare. To estimate the model,
I build on the approach first developed by Choo and Siow (2006) and model the decision
whether to marry and whom as a discrete choice problem I take to the data. 1 apply
the extension of discrete choice techniques to ITU environments developed by Galichon,
Kominers, and Weber (2019) and previously applied by Gayle and Shephard (2019), by
exploiting variation in education supply distributions across US marriage markets. Im-
portantly, I show that my model is identified from observed heterogeneity in education
distributions, marital decisions, and households’ life cycle labor supply and divorce deci-
sions, across US regions. My empirical framework extends this literature by allowing for
divorce in an equilibrium model of household formation and behavior.

My frictionless marriage market model® contrasts with stationary search models of
marriage.® In my framework couples form in a ”"marketplace” where the welfare distri-
bution between spouses is endogenously determined as the vector of utility prices that
clears the market—a suitable approach to study how divorce laws affect the equilibrium
intra-household allocation. Differently, search models typically must assume an initial
value of the allocation of resources.

Lastly, the framework I build in this paper is a contribution in itself because it com-
bines an equilibrium model of household formation and a life cycle collective household
model with the endogenous option of match dissolution. Under unilateral divorce, the

model resembles a model of risk sharing with limited commitment a la Ligon, Thomas,

4Chiappori and Salanié (2016) review the literature on empirical approaches to matching models.

SWhich I build based on Becker (1973); Chiappori, Iyigun, and Weiss (2009); Chiappori, Iyigun,
Lafortune, and Weiss (2017a); Choo and Siow (2006); Chiappori, Salanié, and Weiss (2017b).

E.g., Shephard (2019); Mazzocco, Ruiz, and Yamaguchi (2014); Bronson and Mazzocco (2022);
Goussé, Jacquemet, and Robin (2017); Greenwood, Guner, Kocharkov, and Santos (2016); Fernandez
and Wong (2017).



and Worrall (2000) but within an equilibrium framework. This renders the model suit-
able for application in the study of the formation and evolution of risk sharing networks
in contexts of limited commitment.

The paper is organized as follows. Section 2 presents novel evidence on the impact of
divorce laws on family formation. Section 3 introduces and solves the model. Section 4
discusses estimates and identification under the baseline mutual consent divorce regime.
Section 5 conducts the counterfactual impact evaluation of introducing unilateral divorce
to the marriage market and presents evidence that externally validates the model. Finally,

section 6 concludes.

2 Empirical evidence

Before the 1960s, most states enforced a mutual consent divorce regime (henceforth
MCD). Under MCD, individuals in couples have the right to remain married. If one
of the parties wishes to divorce, a mutual agreement must be reached or spousal wrong-
doing (such as domestic violence or adultery) must be proved. Economists model the
MCD regime as implying a redistribution of resources in divorce that favors the spouse
who wishes to continue the marriage, since this spouse must be bribed into accepting the
divorce. Starting in 1970, states began adopting a unilateral divorce regime (henceforth
UD), under which either spouse has the right to seek a divorce without grounds for fault
or the consent of their partner. Hence, under UD the distribution of resources within
marriage favors the spouse who wishes to divorce, since this spouse needs to be bribed
into staying married.

The null hypothesis is that the change in property rights implied by the introduction
of UD does not affect marriage rates, who marries whom, marital investments, or divorce
rates. This is the so called Becker-Coase theorem which relies on the assumption that
utility in both marriage and divorce is fully transferable (Peters (1986); Chiappori et al.
(2015)). Transferable utility means that how spouses share the value produced by their
marriage does not affect that value. Under transferable utility, therefore, we can always
find a redistribution of resources within the household that neutralizes the effects of
changes in property rights, leaving decisions unchanged. However, both the predictions

and assumptions of the theorem have been empirically rejected.



2.1 UD decreases noncontractible marital investments

Notable papers have argued and shown that divorce property rights matter for certain
types of noncontractible marital investments that are controlled by one of the spouses
and that may yield returns in the future, possibly after divorce (Wickelgren (2009);
Stevenson (2007); Peters (1986); Parkman (1992); Zelder (1993)). Examples of these
are joint investments in child quality, the career capital of one spouse, or professional
degrees. Stevenson (2007) provides evidence that newlyweds in UD states are less likely
to support their spouse’s accumulation of human capital and more likely to increase their
own human capital, relative to newlyweds in MCD states—a feature my model captures.”

The evidence that couples who marry under UD engage less in spousal support in one
partner’s career development suggests that career capital is difficult to verify by third
parties and allocate in divorce.® Whereas under MCD spouses can reach an agreement
on sharing future returns to noncontractible marital investments in order to successfully
divorce, under UD anyone can walk away from the relationship with the proceeds, holding
their ex-spouse up. This restriction in the ability of ex-spouses to share the returns from
investments jointly made during the marriage when UD is in place signifies a failure of the
transferable utility assumption that implies that the divorce regime may affect investment

behavior during marriage.

2.2 UD increases assortativeness in education

Divorce laws also affect marital choices. This was first established by Rasul (2006),
who shows that more individuals choose to remain single under UD relative to MCD. 1
contribute to this argument by presenting novel evidence that UD also affects matching
patterns. To do so, I exploit panel variation in the timing of adoption of unilateral divorce
(see appendix table F.1 in Voena (2015) for details) as a source of quasi-experimental

variation in the right to divorce (a strategy that has been widely exploited in the litera-

"Complementing evidence provided by Stevenson (2007), I use Current Population Survey data to
show that newlyweds in UD states show lower rates of household specialization. I focus on the incidence
of households with stay-at-home wives because the frequency of stay-at-home husbands is too low. There
are 64% specializing households in the baseline MCD states, which decreases by 9 percentage points (14%
decrease) when UD is introduced (the effect is significant at the 5% level, clustering standard errors at
the state level).

8The discussion in the legal literature of whether to consider professional degrees as marital assets to
be split upon divorce provides for a good classical example of the difficulties courts face when aiming to
allocate the returns to human capital marital investments upon divorce (Sharton, 1990).



ture).”

I estimate the following model for a newlywed couple m, at time ¢, and state g:
Ed%tg = 50 + Z [5f UDII:g + BS(Edetg X Ung)} + Zﬁ?i](g X Ed?ntg) + 675 + 59 + Emtg' (1)
k g

Ed¥ and Ed" denote wife’s and husband’s years of education at the time of marriage, re-
spectively: UDF is a set of dummy variables that take value one when UD was introduced
(an interval) k years ago, with k = {(< —-10), (=9, =8), (=7,—6),...,(—1,-2),0,(1,2),(3,4), ..., (>
10)}; d; are time dummies that control for general trends in female education, and d, are
state dummies that control for permanent differences in female education across states.
Identification is driven by states that shifted from MCD to UD. A positive relationship
9 between Ed¥ and Ed" (allowed to vary by state in the specification) indicates pos-
itive assortative matching on education. Coefficients 85 measure the extent to which
UD changes these sorting patterns for new marriages formed k years into UD. In order
to interpret S5 as the impact of UD on assortative matching, it is important to control
for the impact of UD on premarital education decisions. The dynamic specification (1)
allows me to distinguish between the immediate effect of marrying in states that adopted
UD recently—which most likely holds education fixed—from the longer-term effects that
may also include changes in education due to UD.

The data come from the Panel Study of Income Dynamics (henceforth PSID) for the
years 1968 to 1992. I restrict attention to newlyweds in their first marriage to avoid
selection bias due to divorce after UD is introduced.!”

Figure 1 plots coefficients 85 (connected blue dots) and their confidence interval
(dashed line) for the period prior to adoption (k < 0) and the period after adoption
(k> 0).

Overall effects First, I estimate model (1) by collapsing all years since or until adoption

into dummy variable UD that takes value one if UD is in place and zero otherwise.!!

On average at baseline, there is evidence of positive assortative matching in education:

9Gruber (2004) was one of the first to address the concern that states that adopt earlier differ from
states that adopt later in fundamental characteristics correlated with outcomes. He reviews the legal
literature and concludes that the main motivation for states to pass UD was to ease the state’s legal and
financial burdens of lengthy divorce cases.

0Newlyweds are couples formed within two years of the survey year (Stevenson, 2007).

"The model is Ed,, = o+ 1 UDyy + 52(Ed}ﬁng x UDyg) + -, B3(g X Edﬁltg) +6¢ 4+ 0g + €mig-



Figure 1: Unilateral divorce and assortativeness in education for newlyweds
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Every additional year of education for a husband signifies marrying a wife with around
an extra 0.25 year of education.!? On top of this, for newlyweds in UD states, there
is an additional increment in assortativeness similar in magnitude to the main average
husband’s education effect, relative to newlyweds in MCD states (dashed black horizontal
line in the figure). The results are significant at the 1% level (all standard errors clustered
at state level).

Many newlyweds in my data marry in states that passed UD many years ago. If
people react to the introduction of UD by changing their education prior to marriage, the
higher similarity in spousal education in UD states could be a combination of changes in
both the underlying preferences for partners and “protective” premarital investments in
education.'?

Immediate and long-term effects It is interesting, therefore, to understand how
the degree of sorting due to UD evolves with years since adoption, as depicted by the
estimates of 85 in figure 1. I find evidence of positive and significant immediate effects
that increase over time. Couples who marry in states that adopted UD within two years

show an increment in assortative matching of 61.5% relative to the baseline association

12These main effects are also highly significant (coefficients and tests not reported in the figure).

13Tn effect, Bronson (2019) shows that gender gaps in college attainment decrease for cohorts who
experience the introduction of UD in their early 20s relative to similar cohorts in MCD states. Blair and
Neilson (2019) find this is due to a less pronounced reduction in college attainment for women relative
to men.



between husband’s and wife’s education in those years. I interpret these immediate effects
as likely reflecting changes in sorting patterns holding the education of individuals fixed
at the onset of the UD adoption since two years may be insufficient for individuals to
adjust their education in response to UD. The effects increase as states accumulate more
years under UD, consistent with the alternative hypothesis that the higher association in
spousal education also reflects protective premarital investments. It is worth noting that
coefficients are insignificant most years prior to adoption, except for a negative coefficient
over a decade preceding adoption, which provides support for the pre-trend identifying
assumption.

In appendix A I show the regression outputs associated with figure 1. Moreover, |
show that my conclusions are similar and statistically indistinguishable when estimating a
reversed specification with husbands’ education as the dependent variable, which provides
reassurance that the estimated increments in the association in spousal education indeed
capture changes in sorting and not in the education distributions (a point made by Gihleb
and Lang (2016) and Eika, Mogstad, and Zafar (2019)). Complementing this evidence,
in online appendix OA I show that UD also increases correlations in other measures of
initial human capital and that conclusions remain similar for newlyweds observed in the

Current Population Survey.

3 A life cycle model of marriage, marital investments,
and divorce under two divorce regimes

To unravel the mechanisms and welfare effects underlying the link between divorce laws
and marriage patterns, I develop and solve a novel framework of marriage with endogenous
dissolution and marital-specific capital accumulation.

The economy is populated by a continuum of females f € X of mass uy and a
continuum of males m € ) of mass py. Individuals ¢ € {f, m} are distinguished by their
discrete level of exogenous education level, which can be high school degree (hs), some
college (sc), or college degree or higher (c+): s; € S = {hs, sc,c+}. The mass of females
of type sy is denoted by p,, and the mass of males of type s, is denoted s,

Agents live for T + 1 periods (denoted t), grouped in two stages: matching and

household life. At the time of household formation, individuals observe the divorce regime

10



D € {MCD,UD} and expect it to persist. Figure 2—described next—illustrates the

life cycle of individuals.

Figure 2: The life cycle of individual i € {f,m} type s;

Stage: Matching Household life
—
t 0 1 2 T
: ; ; R o
Allocations: MCLTTy Sj S Ctty Cmt, dt, kt: Dt7 Tt
or single Cit
Resources:
(married) Wer X [1 — K] + Wi
(single) Wit
(divorced female) Wyp + T
(divorced male) Wit — T

Allocations and flow utilities In the Matching stage at period t = 0, individuals
meet in a one-shot marriage market and face the alternatives of marrying someone of
the opposite sex and education s € S or remaining single. 15 types of households could
form: nine types of couples ({hs, sc,c+}?), three types of single women, and three types
of single men.

Individuals who marry move on to a Household life cycle. Every period from 1 to
T they consume private goods (cy,¢,,) € Ri and public goods ¢ € R.; and decide on
household specialization, k € {0, 1}, which takes value zero if the wife works in the labor
market and one if she stays at home.'* From period 2 to T, they decide whether to
divorce, D € {0, 1}, and a divorce transfer 7. Individuals in this model do not save or
accumulate assets.

Every period, married individuals enjoy their allocation according to flow utilities

u?(cft, a, ki) = Infq(cpe + o k)] + Oy and

U%<Cmt7 Qt) - ln[thmt] + e(fm)t

147 only model the extensive margin of female labor supply and assume that men always work in the
market. This decision is based on the fact that there is little variability in male hours of work in the
data, whereby only 4% of men report zero annual hours, only 10% of men work less than part time, and
the majority of men (56.3%) work longer than full time hours (2000 hours per year). In contrast, 25.17%
of women supply zero hours to the market and 34.7% work less than 10 hours per week. Focusing
on the extensive margin, in addition, significantly reduces the computational time in estimation and
counterfactual exercises.

11



for wives and husbands, respectively. Women gain utility from staying at home through
preference parameter a®/*» that depends on the education composition of the couple to
reflect the observed heterogeneity in household specialization depending on the education
of their husbands. 0y, is a couple-specific match quality term that initiates after period

one and evolves as a random walk that starts at value "™

Ormyt = O(pmyt—1 + €(pmyts

where €y ~ N (0, azsf ™) and 0; = 9 Sm—i—e( smy1- The initial match quality and variance

of innovation are type-of-couple specific to capture heterogeneity in the noneconomic value
of different types of couples. For example, spouses of similar education may be more
compatible and have more stable marriages relative to spouses of different education
levels.

If a couple divorces, ex-spouses continue to consume public goods, but the wife controls
expenditures on ¢. The public good has the interpretation of children who remain under
the full custody of the mother after divorce. Ex-spouses are linked by their choice of a
child support transfer 7 > 0 from the noncustodial ex-husband to the custodial ex-wife.®

Divorced women derive utility from private and public consumption according to function

U?(Cfta @) = Inf[crqy).

Because ex-husbands do not hold custody of the public goods, they have a reduced

marginal willingness to pay for it. Their flow utility is
uP (cont, @) = Infcmeq], with v < 1.

Individuals who never marry (singles) are assumed to only consume private goods

that they enjoy according to flow utility function
O(ci) = Inle;
w; (ci) = Infey).

Note that in order to enjoy public goods, an individual must marry.'6

15The model feature whereby transfer 7 is a choice can be easily modified to having, instead, a fixed
exogenous transfer to capture, for example, court-mandated alimony payments. I opt to specify 7 as a
choice to accord with the empirical evidence presented by Del Boca and Flinn (1995) and Flinn (2000),
who show that divorcees do not perfectly comply with child support court orders.

16Remarriage is not modeled. Incorporating remarriage in my equilibrium frictionless matching frame-
work is challenging, because it would require individuals to anticipate, at the moment of the first marriage,
the outcome of participating in a remarriage market after divorce. This outcome, interestingly, would
depend on who else is expected to participate in the remarriage market, making this an interesting avenue
for future research.

12



Moreover, relative to individuals in couples, single-headed households do not enjoy
economies of scale in private consumption, meaning that only a fraction p < 1 of total
expenditures in private consumption, x;, translate into consumption units: ¢; = px; for

singles and divorcees.

Resources The behavior of individual ¢ of gender G; = {X, Y} and education s; in-
fluences the resources available to them at time ¢ through the evolution of their human

capital hk;,
hk; = exp(afi(si)experit + agi(si)experft + as(s;) Ky % Lig,=yy + eit), (2)

which depends on their labor market experience, exper, and—in the case of men—their
t—1

spouses’ experience at home K; = > k,.!” Per-period labor income consists of the market
r=1

value of total human capital, W;(s;) x hk;, resulting in income process

Inwy = InWi(s;) + ai'(s;)expery + agi(si)exper?t + as(s;) K X Lig,=y} + €it, (3)

where In W;(s;) is the market price of education s;, aj* and a5’ parameterize the returns to
experience, ag captures the returns to having a stay-at-home wife for men, and £ captures
a permanent income shock, specified as a random walk with innovation &; ~ N (0, aggi).

Coefficient az—only relevant for men—reflects that household specialization k allows
husbands to accumulate more human capital, therefore increasing their lifetime income.
For example, faced with a reduced time constraint in the household, workers with stay-
at-home spouses can work longer hours, travel for work more often, or geographically
reallocate more easily relative to workers with working spouses. In contrast, stay-at-
home wives are less experienced in the labor market than working women, so k& impacts
women’s income through (a7, ay ).

While married, couples pool their labor income. I emphasize that total household
income, wy; X [1 — k¢| + wpy, depends on the past and present labor behavior of the wife
through the dependence of wy, on expery but also of wy,; on K.

Never married and divorcees live off their labor income, w;;. Ex-spouses’ resources

in every period consist of individual labor earnings after child support transfers. I also

"Factor 1{g,—yy is an indicator which takes value one for men and zero for women.

13



emphasize that income process (3) implies that ex-husbands continue to enjoy returns to
the years they were married to a stay-at-home wife, K;;, and that ex-wives continue to
be penalized for their reduced experience in the labor market if they were stay-at-home
wives.

As argued in section 2, spousal support in accumulation of human capital is a marital-
specific investment difficult to divide and allocate in the event of divorce, so I interpret
(a¥",a§") and a3 as capturing the importance of noncontractible marital investments in

my model.*®

3.1 Alternatives in the marriage market

At time t = 0, women and men meet in a marriage market, in which each decides
whether to remain single or the education of a partner. Formally, an alternative in the
marriage market is denoted by s € Sy, where &y is the set of alternatives, including that

of remaining single s = (),
So=0US = {0, hs,sc,c+}.

Women and men within an education type have heterogeneous tastes for each alter-
native s € §y. The total value from choosing s for female f of type s¢ is denoted by U;f i

and consists of the sum of two components:

_st

UZ* =U¢ + 87"

The first term, Uifs, is the economic value common to all females who join couple type
(sf,s). The second term, ,B;f °. is an idiosyncratic taste deviation from that mean value,
assumed to follow a standard Type I distribution (formally stated in Assumption 1 in
section 4 below).?

Analogously, the total value from choosing s for male m of type s, is

—=SSm,

Usm =Ty" + B

The economic components U "™ are endogenously determined by the decisions and

allocation of resources between individuals in the household life stage.

18] remark that household specialization in my model affects women’s utility and spouses’ human
capital, while related papers on contracting frictions in divorce explicitly model home production (e.g.
Lafortune and Low (Forthcoming)).

9Note, importantly, that B;f * only depends on the type of the couple, but not on the identity of the
potential partner (Choo and Siow (2006); Chiappori, Dias, and Meghir (2018); Chiappori, Salanié, and
Weiss (2017D)).
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3.2 Intertemporal behavior of households under two divorce
regimes

In every period ¢ > 1 in the household life stage, individual 7 is subject to income shocks
e and couple (f,m) is subject to match quality shock (). Importantly, the stream

of shocks {€ }:>1 and {0(fmy }+>1 are not observed at the time of marriage.

3.2.1 Singles

Singles spend all their labor market earnings on private consumption. The exogenous

value of never marrying for individual i € {f, m}, U’ e {U?,U?ﬁ}, is

U = E Z(St pwlt Ezt)) +§Si, (4)

where the expectation is taken from the moment of household formation (t = 0) with
respect to the stream of income shocks, d is the discount factor, and 8™ is a noneconomic

lifetime taste from singlehood allowed to vary by gender and education.

3.2.2 Potential couples

When they arrive at the marriage market, individuals take as given the utilities any
potential partner requires to marry. For example, men type s,, observe female utility
prices {Uy " Yses. Similarly, women type s ¢ observe male utility prices {U;,fs}seg. In this
sense, individuals in the marriage market are utility price takers and the marriage market

is competitive.

Couples’ decision process in marriage and divorce Potential spouses commit
to delivering these utility prices by choosing an intertemporal contingent allocation of
consumption, female labor force participation, divorce, and child support transfers, col-
lectively. That is, the contingent allocation is chosen to maximize a weighted sum of
spouses’ lifetime utilities.

The allocation is contingent on every-period realizations of state variables vector, wy,
in state space €);, which includes the beginning-of-period-t weight in the wife’s expected
utility at time ¢, A;**", the number of years the wife stayed at home, and period-¢ income

and match quality shocks:
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Furthermore, I assume that under both divorce regimes, couples also act collectively every
period during marriage, but that they stop cooperation during divorce.

Building on the literature, I model divorcees as playing a noncoperative Stackelberg
game (Del Boca and Flinn (1995), Flinn (2000), Weiss and Willis (1985), Weiss and
Willis (1993), Chiappori, Iyigun, and Weiss (2015), Guvenen and Rendall (2015)). The
ex-wife takes a child support transfer 7 as given and chooses how to allocate her resources
between expenditures in private and public goods. The ex-husband takes the ex-wife’s
public goods expenditure function of 7 as given and decides on a child support transfer.
This noncooperative game between ex-spouses has two important implications. First, it
usually leads to inefficient levels of expenditures on the public good because the noncus-
todial parent cannot verify how the custodial parent allocates the transfer between public
and her private consumption. Second, noncooperation in divorce also usually leads to
inefficient household specialization within marriage, because the ex-spouse who profited
from a supporting stay-at-home partner may not share the long-run returns to household
specialization. As a result of noncooperation in divorce, my model exhibits imperfectly
transferable utility (Chiappori, Iyigun, and Weiss, 2015).

These decision processes of both cooperation in marriage and noncooperation in di-

vorce differ between the MCD and the UD regimes, as I formalize next.

Household objective and participation constraint Let a;(w;) denote an allocation
of consumption, household specialization, divorce, and divorce transfers at time ¢ and

state wy,

ay(wy) = {cft(wt),cmt(wt),qt(wt),kt(wt),Dt(wt),Tt(wt)} cA = {Ri x {0, 1}2 X R+},

and let a = {{a;(w)}weq, }—, be a contingent-upon-w intertemporal plan. Moreover,
denote by uM (a;(w)) and u? (a;(w)) individual i’s valuation of the period-state allocation
a;(w;) in marriage and divorce, respectively, which functional forms were introduced at
the beginning of this section 3.2 A couple type (s;,s,,) chooses a to maximize the

expected total lifetime utility of the husband subject to the wife’s achieving an expected

20T suppress the time index in w to ease notation.
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lifetime welfare of at least her posted utility price, Ui;sm:

ac{AIL

U = max EY. 5t—1{<1 — D)uM (a(w)) + Dtug(at(w))} (5)

T
st. [pes(N"™)]: Eo Z 5t_1{(1 - Dt)uy(at(w)) + Dtu?(at(w))} >UP™
t=1
The objective function is the expected lifetime utility of the husband, which includes
the husband’s valuation in period-states of marriage and of divorce. The participation
constraint, /pcy/, restricts plan a to give the wife a lifetime expected welfare—also derived
from periods of marriage and divorce—of at least her posted price USX °"  The multiplier
of [pey] is the couple-type specific )\Sf ™ which represents the weight in female expected

utility from the perspective of time zero (the Pareto weight of the problem).

The budget constraints Plan a is also restricted by budget constraints
b Vw,t>0:D;=0: cpp+ e+ @ = wp(w) X [1— k] + wpe(w) and

[bcD/: Vw,t>1:Dy=1: zp+q¢=wpw)+T Tmt= Wn(w) — 7

in marriage and divorce, respectively. [bc™ ] restricts total expenditures in private and
public goods in marriage not to exceed the sum of spouses’ earnings. The budget con-
straint in divorce for the ex-wife indicates that her expenditures on private and public
goods do not exceed her earnings plus the amount of child support transfers. For the
ex-husband, his expenditures on private goods must not exceed his earnings net of child

support transfers.

Collective household problem under MCD As introduced in section 2, a distinc-
tive institutional feature of the MCD regime is that divorce requires mutual consent. I
incorporate this feature by allowing couples to divorce with settlement: for the first pe-
riod after divorce, ex-spouses decide on the efficient levels of private and public goods
expenditures, and divorce transfers that make both parties agree on divorcing, if that
exists. Thereafter, they interact in the noncooperative way described above. Formally,

the divorce settlement restricts plan a to satisfy the incentive-compatibility constraint
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ficP] and divorce rule [dr]:

T—r T—r
icP(MCD)J: Yw,r>1:D,=1: ETZ(Stu?(arH(w)) > E’TZ(Stuf\/[(ar+t(w)), Vie {f, m}
=0 =0
[dr(MCD)J: Yw,r > 0: D, =1 Ha, Yo7 : [ic? (MCD))] satisfied.

The [icP(MCD)] constraint restricts plan a to be such that, at any period-state (r,w) in
which divorce occurs, both spouses prefer their allocation in divorce to their allocation
in marriage. The divorce rule prescribes that the couple divorces if and only if such
allocation exists. This negotiation of the divorce settlement implies an increment in the
value of divorce for the spouse who preferred to stay married before the settlement. There
may be infinite transfers that satisfy [ic”]. Therefore, when solving the model, I follow
the literature and restrict this transfer to be the minimum needed to sustain divorce
(Mazzocco (2007), Voena (2015), and Bronson (2019)).
All in all; the collective household problem under MCD is:

Solve (5) subject to [bc™], [bcP], [ic? (MCOD)], and [dr(MCD)]. (6)

The problem under MCD specifies a collective household problem with endogenous di-
vorce and full commitment with the initial female weight in marriage, \y’"". In appendix
B and online appendix OB I describe the model solution by backward induction. To
highlight important aspects here, I derive the value of the divorce settlement and non-
cooperation in divorce thereafter, the value of staying married, and the decision rule on

divorce under MCD.

Collective household problem under UD In contrast, the distinctive feature of
the UD regime is that any partner can unilaterally end the relationship while continuing
the marriage requires mutual consent. I incorporate this feature by allowing couples to
revise, every period in marriage, the intra-household allocation of consumption between
spouses (Mazzocco (2007), Voena (2015), and Bronson (2019)). Formally, the revision

within marriage restricts plan a to satisfy the incentive-compatibility constraint fic}]
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and divorce rule [dr/:

T—r T—r

[ic'(UD)]: Vw,r>1:D,=0: E. Y uM(a,(w) > B> dul(au(w), Vie{f,m}
t=0 t=0

[dr(UD)J: Yw,r > 0: D, =1 Ma,p}oy : [ic(UD)] satisfied

The [ic(UD)] constraint restricts plan a to be such that both spouses prefer their
allocation in marriage to their allocation in divorce, at any period-state (r,w) in which
the marriage continues. The divorce rule prescribes that the couple divorces if and only if
no such allocation exists. This enduring updating of the intra-household allocation during
marriage implies that whenever one of the partners is tempted to leave, the lifetime utility

of the tempted spouse gains more weight in the couple’s problem and A;”°™ may differ
M

from Ay’*". Once again, there may be infinite transfers that satisfy [ic}], so I restrict

transfers to be the minimum needed to sustain marriage (Mazzocco (2007); Voena (2015);
Bronson (2019); Shephard (2019); Ligon, Thomas, and Worrall (2000)).
All in all, the collective household problem under UD is:

Solve (5) subject to [bc™], [bcP), [icX (UD)), and [dr(UD)]. (7)

The problem under UD specifies a collective household problem with endogenous divorce

L' In

and limited commitment with the initial weight on women’s utility in marriage.?
appendix B and online appendix OB I describe how I solve the model under UD. Im-
portantly, I describe how every period the household searches for a new weight in wife’s
flow utility to avoid divorce if both parties prefer to stay married at the updated Pareto

weight.

3.3 Equilibrium in the marriage market

From men-type s,,’s perspective, the economic value from marrying a woman-type sy is a

function of her posted price, Uy ", which results from solving problems (6) or (7). Those

21The collective problem is similar to that in Mazzocco (2007), but with two important differences.
First, the value of divorce is endogenous. Therefore, second, the Pareto problem of the couple at the
time of marriage must specify the problem of the household in the event of a divorce.
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values define the ex ante Pareto frontier, ©*/*  in divorce regime D € {MCD,UD}:
P rom =T (UL (A™), D). (8)

Moreover, the economic value from not marrying, U?j, results from expression (4). After
drawing their vector of taste shocks, {85 }scs,, Sm-men choose singlehood or the type

of partner to maximize total marital value:
—h m m T m
s € SO = arg maX{Uy + 508777, U ss Bhssm Uscs ﬁizcsmv U;’_S + sz&n}_ (9)

Women on the other side of the market solve an analogous partner choice problem.??

Consider a given matrix of female types’ and male types’ market prices,

o
(sf,5m)€S?

Let fis, s, (T) denote the mass of s; women who, at prices T, choose to marry type s,
men. Let pu, fesm(T) denote the mass of s, men who, at prices T, choose to marry type
sy women.”® An equilibrium in the marriage market is a set of couples and a matrix of
prices such that for all couple-types, the masses of women and men who want to form

that couple-type are equal:

Definition 1 A competitive equilibrium in the marriage market is

1. a matriz of utility prices for females’ and males’ types, T, and

2. an assignment of female types to males types, pu : S — S, such that for all sy € S
and all s,, € S the market for all types of couples clears:
,LLSf*)sm(fr> = ,usjd—sm(r)? V(Sf, Sm) € 82) (lnd

3. the measure of individuals equals the sum of married and single individuals:

Vspe S Hsp = Hsp—p T Z /LSfﬁsm(T) and Vsm € St s, = Mo, T Z ,Usjf%sm(rr»

SmES SfES

22Note that women can similarly anticipate the value of their marriage market alternatives given men-
type prices by solving analogous problems (6) or (7) when the objective function is female lifetime utility
subject to a male participation constraint. In other words, by standard assumptions function ¢ can be
inverted:

(porom) Tt = UL (TY ™" (A ™), D).

Together with knowledge of their value from never marrying and marital taste shocks, females can
similarly solve their partner choice problem.

231 borrow the arrow notation (— for supply and < for demand) from Hatfield, Kominers, Nichifor,
Ostrovsky, and Westkamp (2013).
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Interestingly, the set of utility prices that captures the value of marital alternatives,
T, is endogenously determined by market-clearing conditions in the marriage market.
If there is, for instance, an excess demand for women-type s; from men-type s,,, the
utility that s,, men must deliver to sy women, Uifsm, will increase. Under the new utility
prices, however, the decisions that solve problems (6) and (7) may be different, so s,-
men will revise their partner choices at the new prices—therefore affecting the demand
for s; types. Moreover, generally problems (6) and (7) will have different solutions. For
example, the divorce settlement period under MCD provides an opportunity for couples
to split the future returns of household specialization, but no such contract occurs under
UD. As a result, the investing behavior of couples in marriage will generally differ between
the two divorce regimes, impacting the value from marriage and, therefore, the partner
choice problem. Therefore, the vector T, the matching of women and men types, y, and
households’ optimal contracts a are determined by the divorce regime and market-clearing
in all types of couples.

In appendix B I apply the results by Galichon, Kominers, and Weber (2019) to show
that the marriage market equilibrium in my model exists and is unique under both divorce

regimes.

3.4 Model effects of introducing UD

Under UD, there is a tendency towards a higher degree of assortative matching. First, low
educated women—who have lower opportunity costs from staying at home—have fewer
incentives to specialize under UD, which decreases their attractiveness to high-educated
men, relative to MCD. Second, easier divorce under UD increases the attraction of high
types to each other—who would divorce less than mixed couples given that comple-
mentary spousal incomes makes divorce more costly for homogamous high-type couples.
However, in my ITU model, the relative supply of education types determines utility
prices and marital values through competition in the marriage market, therefore affect-
ing who marries whom. Hence, the effects of UD on assortative matching may differ
across marriage markets with different education distributions.

The welfare effects of introducing UD are also ambiguous. First, fix marriage market
prices. On the one hand, people under UD enjoy higher freedom to divorce, which may

increase their welfare. However, this higher flexibility comes at the cost of less risk
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sharing within the marriage: Under UD, individuals are not only affected by own income
shocks—as in MCD—but also by their spouse’s income shocks that may trigger a welfare-
reducing reallocation of consumption between spouses. Second, the changes in behavior
induced by the introduction of UD may also change utility prices, affecting the gains from
marriage.

Therefore, evaluating the equilibrium impacts of UD requires empirical investigation.

4 Estimation

4.1 Data and sample

The data source is the Panel Study of Income Dynamics (PSID). Panel data are required
to track the history of wives’ labor supply and of divorce. Three sample selection decisions
are worth mentioning. First, I restrict attention to the years 1968 to 1992, for which there
is a codification of the timing of the introduction of unilateral divorce for each US state
from previous papers (see Voena (2015)) and for which the PSID was still an annual
survey. Second, I select households I observe forming. In the case of couples, I consider
first marriages from the year of marriage, which I observe from the Marriage History PSID
supplement. In the case of singles, I follow Chiappori, Salanié, and Weiss (2017b) and
consider only never-married individuals who are still single by the age of 40. In appendix
C.1 I provide the details of sample selection and how I identify and follow households.
Lastly, and importantly, I select data from households that form and remain during the
whole sample period in states under the pre-reform mutual consent divorce regime (19
states). MCD states provide a promising laboratory for simulating the introduction of
UD. In sum, the sample used for internal estimation consists of an unbalanced panel of
3528 households (2817 couples, 400 single women, and 311 single men), for a total of
43322 observations.

Four US marriage markets I exploit variation in education distributions across US
regions. Building on Gayle and Shephard (2019), I define a marriage market based
on Census Bureau Regions and Divisions, which group states by geographic location.

Because of sample size considerations, I define four marriage markets, denoted by g¢:
g= {Northeast, Midwest and West, South Atlantic, South Centml}.
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Table A2 in appendix C.1 lists the MCD states used in estimation within each marriage
market and the sample sizes.?*
Figure 3 presents the share of women and men of education s relative to the number of

t.2° Numbers above sc and ¢+ bars indicate

households with women, by marriage marke
the share relative to hs. The Northwest and the Midwest and West markets are relatively
more educated, with about half women and men with hs education and over one-third
of c+ educated people for every hs individual. The South Atlantic and South Central
markets are relatively less educated with, over 60% of people with hs education and less
than one-fifth of ¢+ educated people per hs individual. The South Central market, in
turn, has two interesting characteristics. First, women are in highest excess supply, with
0.9614 man per woman, compared with 0.97, 0.99, and 0.963 man per woman in the other

markets, respectively. Second, South Central is the only marriage market with an excess

supply of women among the ¢+ educated.

Figure 3: Share of women and men of education s = {hs, sc, c+}, by marriage market

0.6 EEWomen [ |Men 0.6
0.4 0.65 0.71 0.4 0.69 0.79
0.2 0.34 0.37 0.2 0.29 0.38
0 0
hs sc ct hs sc ct
Northeast Midwest and West
0.6 0.6
0.4 0.4
0.48 0.45 0.46 0.44
0.2 0.2
0.12 0.16 017 .13
0 [ | 0
hs sc c+ hs sc c+
South Atlantic South Central

Notes: Education types are high school (hs), some college (sc), and college degree or higher (c+).
The bars plot the share of men and women of each education type relative to the number of
households with women. Figures above sc and c+ bars indicate the share relative to hs.

24Within each market, I consider all marriages formed in the time frame to be part of the same
generation. Unfortunately, the sample size for some types of couples is too small to allow me ana-
lyze many generations.

25Hence, in each market, the shares of women sum to one and the shares of men sum to the sex ratio,
which allows me to illustrate both the relative supply of education types in each market and the gender
gaps in those supplies.
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4.2 Estimation method and heuristics for identification

For the empirical analysis, I consider each decision period ¢ in the model to correspond
to three years in the data indexed by the age interval of the household (effectively the
age of the head of the household). The life cycle lasts T = 10 age intervals: {< 25, [26 —
28], [29 — 31], ..., > 50}.

Estimation of the structural model proceeds in two steps. In a first step, I set the
values of those parameters that are identified outside of the model to the levels estimated

by either me or in the literature (assumption 1):

Assumption 1 The idiosyncratic marital preference shock is distributed standard Type I:
B~ Typel(0,1), i € {f,m}. Moreover, the ex-husband’s utility weight on the public

good, v, the discount factor, &, the consumption scale, p, and the variance of permanent

imcome for men and women, aggi, are set at the values described in table A3 in appendix

C.2.

In a second step, I estimate the remaining 33 preference parameters and 21 income
process parameters (from model (3)) within the model: nine preferences for stay-at-home
wife, {a*/*m} sm)es?; nine standard deviations of the match quality process of cou-
ples, {0,""" }(5;.5m)es2: 15 mean match quality components, {65/}, . jes2, {6519}, s,
{G%m}, s six education prices, In W (s;); 12 parameters of the experience profile of
wages, {(af(si), a5 (8i) }s;es:i={.m}; and three returns to spousal experience, {az(s,,)}s,.cs-
Moreover, jointly in estimation, I compute the 36 initial female Pareto weights, {\;" ™" Fes F15m)ES2)

that clear each marriage market.?¢

4.2.1 Identification

The model is identified from variation—across marriage markets, within couple types,
and within education types—in education supply vectors, marriage patterns, selection
into work, and divorce. I present a heuristic argument for identification in online ap-
pendix OC.5. First, I follow Gayle and Shephard (2019) and Galichon, Kominers, and
Weber (2019) to argue that the initial Pareto weights are identified from variation in ed-
ucation vectors across marriage markets. Intuitively, variation in the supply of education

types serves as a distribution factor that allows me to identify the initial Pareto weights

26Throughout the paper, I normalize the weights in women’s and men’s expected utilities in problems
(6) and (7) to sum to one. That is, the initial female Pareto weight in couple type (sy, s,) and market

)\stm
gis A\ = % and the male weight is 1 — \g’*™, where A/°™ is the multiplier of restriction
Og

[pcy] in problems (6) and (7) for households in marriage market g.
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independently of the preference and income process parameters that affect the life cycle
of couples. Once the initial Pareto weights are identified, and under assumption 1, identi-
fication of the remaining 54 structural parameters relies on the tight relationship between
each parameter and the behavior of individuals in the model, which is also observed in
the data. Crucially, each parameter affects individuals’ choices over marital alternatives
and their life cycle labor supply and divorce behavior.

Based on the heuristic proof, I construct 252 moments that aggregate individual
choices as a function of parameters and can be measured in the data. The model is
overidentified because each parameter is common to all marriage markets g but associated
with behavioral moments that vary across g. By marriage market, g, I construct: the
frequency of singles by education (24 moments), the frequency of each type of couple (72
moments),? the pooled fraction (over the whole period of marriage) of stay-at-home wives
within each couple type (36 moments), the probability of divorce for each couple type
(36 moments), average earnings by education and gender (24 moments), and experience

and spousal experience earnings profiles by education and gender (60 moments).

4.2.2 The method of simulated moments

To estimate the 54 parameters, I apply the method of simulated moments (McFadden
(1989); Pakes and Pollard (1989)), subject to market-clearing equilibrium conditions (Su
and Judd, 2012). For any parameter vector, II, I simulate the model to produce the
vector of 252 moments, momg;,,, that have a data counterpart, momg.,, and search
for the parameter vector that minimizes the distance between simulated and observed

moments, subject to market-clearing;:

[ﬂ, A(ﬂ)] =argmin [momg, (I, A) — momgasa]'V[momgi, (I1, A) — momga.]  (10)

)

S't‘ \V/(Sf, Sm) : :u‘sjcﬁsm (H7 A) = ,qu%sm (Hy A)7

where A = {)\f,f Sm} ( is the matrix of initial female Pareto weights and V is a

Sf,sm)€$2

positive semi definite weighting matrix specified as the inverse of the diagonal of the

covariance of the data.?®

27"The model generates this moment for the nine types of couples from both the choices of women and
the choices of men in four marriage markets.

28Note that for each set of structural parameters, II, we can solve for the market-clearing initial
weights. However, as Adda and Cooper (2000) and Gayle and Shephard (2019) remark, it is extremely
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4.3 Estimation results

Table 1 presents estimates of preference parameters and table A4 of income process
parameters. Table 1 reports the number of households (column labeled Hhs.) and obser-
vations (column labeled Obs.), the values of parameters that solve problem (10) (columns

2 and the group of moments each

labeled Fst.), standard errors (columns labeled s.e.),
estimate is most sensitive to in estimation (columns labeled Moments).** Each row cor-
responds to a household type.

Overall, the estimates have the expected relative magnitudes and are most sensitive
to the expected set of moments. Columns (3) to (5) show results for the mean taste for
stay-at-home wife. Recall that in the model, household specialization increases wives’
utility and men’s human capital but reduces wives’ human capital. Interestingly, the
estimates of a®f*" are highest for households with hAs men and lowest for households
with ¢+ men. Intuitively, when the man is of high education the household gains the
most from having a stay-at-home wife in terms of male human capital. Therefore, even
a low value of a would induce wives to be out of the labor force. In general, moreover,
households with less educated women have a higher taste for staying at home. The
fraction of stay-at-home wives is the most important set of moments in pinning down
the preference for staying out of work. Columns (6) to (8) show the estimated per-
period noneconomic value of each type of household. Couples with hs and sc women
have the highest noneconomic values. In my model the complementarity of spousal types
in the economic component would induce most couples to be of the same education, so
to reflect the observed frequency of off-diagonal couples, the noneconomic component
must increase. The lowest value for couples with ¢+ wives probably reflects a distaste

for marriages in which the wife is more educated than the husband. Columns (12) to

time consuming to solve for equilibria at all points considered within the search procedure over the
parameter space and futile at parameter values for which there is mismatch between simulated and
observed moments. In practice, therefore, I treat initial Pareto weights as an additional set of parameters
to be “estimated” and the market-clearing conditions as an additional set of moments to be matched to
the data (Su and Judd (2012); Adda and Cooper (2000); Gayle and Shephard (2019)).

PCalculated  from  the variance matrix of  estimator  vector  (10) equal  to

(D, VD,]”'D,,VCV'D,,[D,,VD,]” "', where D,, is the 252 x 54 matrix of the numerical par-
tial derivative of moment conditions with respect to each parameter at II = II-calculated as the simple
average of the backward and the forward numerical derivative as proposed by Andrews, Gentzkow, and
Shapiro (2017b)—and C' is the covariance matrix of the data moments.

30T follow Andrews, Gentzkow, and Shapiro (2017a) and Gayle and Shephard (2019) and analyze the
sensitivity of estimates to estimation moments by computing |Sensitivity| = | — [D},VDy,] 71D,’nV| and
multiplying each element by the standard deviation of the corresponding moment.
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(14) show the lifetime non-economic value of singlehood. The average per-period non-
economic taste for singlehood has to be much higher than that of couples to match the
observed fraction of singles. This is because the economic value for couples is bigger
than for singles due to economies of scale in private consumption, the presence of public
goods, and spousal complementarities. Moreover, hs and sc women need a higher taste for
remaining single than men of the same education—to reproduce the fraction of singles in
the data—probably because women are in slightly excess supply in the data. As expected,
these estimates are most sensitive to matching patterns and marriage stability. Finally,
the variance of the match quality shown in columns (9) to (11) captures the volatility of
the marriage quality. The estimates indicate that in couples with ¢+ spouses, the match
quality of the period is the closest to the mean match quality relative to other types of
couples. This result reveals that couples with the highest educated spouses have the most
stable marriages. Reassuringly, the observed divorce probabilities and matching patterns

are the most important moments driving these estimates.
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Table 1: Internally estimated parameters and main sensitivity moments: Preference parameters

Sample size

S-a-h wife preference, af*m

Mean match quality, 6°f°™

Variance match quality, o255

Hhs. Obs. Est. s.e. Moments Est. s.e. Moments Est. s.e. Moments
Household type (1)  (2)  (3) (4) (5) © (M 3 () (0 (11)
Couples (sf,5m)
(hs,hs) 1178 16408 12.44 0.17 sah 538 0.81 dp, mp 81.08 13.67 sah, mp
(hs,sc) 393 5164 7.38 0.27 sah 4.96  0.57 sah 83.15 11.57 dp, sah
(hs,c+) 46 583 5.49  0.52 sah 5.31  0.58 sah, mp 26.25 3.39 sah
(sc,hs) 348 4431 10.29 0.17 sah 5.82  0.69 dp, mp 46.96 5.71 dp, mp
(sc,sc) 393 4901 6.87 0.22 sah, mp 5.53  0.62 sah, dp 51.95 6.39 sah, dp
(sc,c+) 123 1720  5.27 0.55 sah 5.32  0.57 sah, dp 3248 7.37 mp, dp
(c+,hs) 44 545  8.69 0.21 dp, sah 457 040  sah, mp  21.75 3.09 dp, mp
(c+,s¢) 102 1305 816 0.17 dp, sah 441 043 sah 31.81 3.54 sah, dp
(c+,c+) 190 2309 7.72 0.19 dp, sah 4.59 0.14 dp, sah 16.19 0.88 dp, sah
Taste for singlehood, 6%
Est. s.e. Moments
(12 (13) (1)
Single females (sy)
hs 213 1963 152.61 6.56 sah, mp
sc 143 1317 151.93 6.52  mp, sah
c+ 44 527 141.62 4.45 mp, sah
Single males (s,,)
hs 172 1026 147.18 6.89 dp, mp
sc 91 702 145.92 6.32 sah, dp
c+ 48 421 146.37 6.54 sah, mp

Notes: sy and sy, refer to the education of women and men, respectively, which are high school (hs), some college (sc), and college degree or higher (c+). Hhs. denotes the

number of households used in estimation. Obs. denotes the number of observations used in estimation.

“S-a-h” stands for “Stay-at-home”. Est. denotes the parameter

estimates; s.e., the standard errors calculated as explained in footnote 29; and Moments, the group of the two moments with the highest sensitivity measure computed as
explained in footnote 30. The group of sensitivity moments are presented in order of importance and are mp (matching patterns or singlehood frequencies), dp (divorce
are the frequency of couples type (hs, hs)

probabilities), and sah (stay-at-home wife frequencies). For example, the two most important moments in the estimation of «

with stay-at-home wives in markets Midwest and West and South Central, so I report their group—sah.
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Table 2 shows the implied equilibrium initial female Pareto weights in couples with s
wives and s, husbands, averaged across markets. The female initial weight is increasing
in female education, reflecting that female education is valuable in the marriage market.
Moreover, the weight increases when a woman “marries down”: Women who marry a
lower educated husband are compensated with a higher share of household resources.
Interestingly, the woman’s weight in (c+,c+) couples is lowest in the South Central
market, where c+ women are in excess supply relative to c+ men (results available in

online appendix OD).
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Table 2: Initial Pareto weights under MCD, averaged across marriage markets

Sm
Sf hs sc c+
hs 0.50 0.43 0.37
sc 0.64 0.56 0.42
c+ 0.66 0.57 0.44

Notes: MCD stands for mutual consent divorce. sy and sy, refer to the education of women
and men, respectively, which are high school (hs), some college (sc), and college degree or
higher (c+). Each cell shows the weighted average across markets of the MCD equilibrium
initial female Pareto weight in couple (s¢, sm), weighted by market size.
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4.4 Targeted and untargeted moments

Targeted moments The estimated model reproduces equilibrium matches, behavior,
and selection into work in all four marriage markets very well. Here I show that the
estimated model replicates the matches in the data (figure 4) and appendix C.4 discusses
the model’s performance in terms of singlehood frequencies, fraction of couples with
stay-at-home-wives, fraction of couples who divorce, and earnings. Colored bars in figures
represent a marriage market: Northeast (black), Midwest and West (blue), South Atlantic
(gray), and South Central (white). Bar heights equal the value of simulated moments
from the model evaluated at the MCD equilibrium initial female Pareto weights and
estimates; red dots and vertical whiskers indicate the value and confidence intervals in
the data, respectively.

As seen in figure 4, the estimated model matches the frequency of each type of couple
in the data very closely, and in all cases the simulated frequency falls within the empirical
confidence interval. Importantly, the estimated model is in equilibrium since the fractions

of couples simulated from women choices equal those simulated from men choices.

Figure 4: Frequency of couple type (s, s,,) in the model and the data by marriage market

0-5 ‘ T Il I
Il Northeast South Atlantic e Data
Il Midwest and West South Central | Confidence Interval
0.45
0.4 {»
0.35 — |

i | . N 'l*ﬂ

(hs,hs) (hs,sc) (hs,ct) (sc,hs) (sc,sc) (sc,ct) (c+,hs) (c+,sc) (ct,ct)
Notes: sy and s, refer to the education of women and men, respectively, which are high school (hs), some college (sc),
and college degree or higher (c+).

Moreover, in appendix C.4 I show that the model replicates very well the frequency of

singles and the life cycle behavior of couples in all four marriage markets. This renders
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the model suitable for performing counterfactual policy experiments.

Untargeted dynamic behavior My model also replicates fairly well the dynamic
behavior of couples which was not targeted in estimation. Figure Al in appendix C.4
shows model’s untargeted moments in dashed blue lines, and data moments counterparts
in solid blue lines with bootstrapped 95% confidence intervals in dashed gray lines. The
top and bottom-left panels show the fraction of women who stay out of the labor market
by education and age of household intervals. The bottom-right panel, in turn, reproduces
the duration of marriage for the sample who divorces by type of couple in the model and
the data.3!

The model replicates very well the dynamics of female labor supply for the some-
college- and college-plus-educated women. For these groups, the fraction of women who
stay-at-home are within the confidence intervals from the data and initially increase when
households are young. For the high-school-educated women, the model does not capture
the decreasing trend over the life cycle observed in the data.

My model also replicates well the qualitative patterns of marriage duration for those
who divorce. Just as in the data, couples with college-plus educated spouses last more.
However, my model heavily overestimates the duration of marriages for eventual di-
vorcees. A key factor to explain this is that in my model the variance of the match
quality does not depend on years since marriage. For example, a specification in which
negative shocks to match quality are more frequent at the initial periods in marriage
generates more couples to last less in the model, for all couple types. However, such
specification not only required additional parameters to be estimated but also proved un-
successful in matching key moments for my analysis, such as marriage patterns. Another
contributing factor is the lack of data on the relationship between divorcees in the PSID,

which could help me discipline the value of divorce by age more flexibly.?

317 did not target these moments because of the small sample size of some types of households when
fragmenting the data by market and household age—which implies I construct them pooling all markets
together.

32The study of the lives of divorcees is an exiting open area of research.
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5 The equilibrium effects of UD and their mecha-
nisms

In this section I simulate the adoption of unilateral divorce when the baseline MCD regime
is in place and analyze the equilibrium effects. To do so, I start from the equilibrium
of the model under MCD (which, as shown, accurately replicates the observed marriage
market) and fix (i) the fraction of women and men of each education type in each market
(figure 3); (ii) pre-set parameters (table A3); and (iii) the parameters from the life cycle
of households and income process at the levels estimated under MCD (tables 1 and A4).
In this environment, I expose individuals at the time of marriage with the new UD regime
and solve for the new marriage market equilibrium. I explore the impact of UD on the
initial market-clearing Pareto weights (subsection 5.1), on marriage patterns (subsection
5.2), on equilibrium household specialization and divorce (subsection 5.3), and on the
gains from marriage (subsection 5.4).

I first focus on a complete introduction of UD as implemented in the US, which I
denote UD full model. Recall from section 3 that I model this departure from MCD
as (i) ex-spouses divorce without settlement and (ii) in every period, spouses consent to
stay married by updating the period’s Pareto weight.

To understand the contribution of distinctive features (i) and (ii) in the overall impact,
I develop two counterfactual specifications of the UD regime by shutting features (i) and
(ii) down one at a time. First, in specification UD with divorce settlement, I allow
couples to cooperate on a divorce settlement as they would do under MCD, but otherwise
they divorce unilaterally. This period of cooperation allows the spouse who does not want
to divorce to improve their position in divorce—for example, by receiving transfers that
may in part compensate for reductions in human capital due to marital investments and
lead to efficient expenditures on the public good. Second, in specification UD without
renegotiation, I impose that couples commit to the initial Pareto weight during their
marriage as they would do under MCD, but still divorce unilaterally. A constant Pareto
weight throughout the life cycle reduces individuals’ exposure to changes in their spouses’
outside options, but also reduces individuals’ ability to improve their position in marriage
in response to better own outside options.

For all of these specifications—UD full model, UD with divorce settlement, and UD
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without renegotiation—I solve for the new marriage market equilibrium and initial Pareto
weights applying the algorithm developed by Gayle and Shephard (2019) and Galichon,
Kominers, and Weber (2019).

Finally, I explore how differences in the supply of education across the four marriage
markets affect the impact of introducing UD by conducting the whole analysis by marriage
market. Because I fix education distributions at baseline levels, these exercises reveal the
equilibrium effects of making divorce easier before individuals revisit their (premarital)

education choice.

5.1 Impact on initial Pareto weights

The introduction of UD reduces the initial female share of household resources in all types
of couples. On average, the initial Pareto weights of c+-women decrease the most due to
UD. The least educated women are the next most affected. Interestingly, in couples with
hs and sc men, a c+ degree becomes a handicap for women, whose initial Pareto weight
fall below those of s¢c women. Table OA.6 in online appendix OE shows these results.
The reduction in women’s position in marriage occurs because when UD is introduced
when the baseline initial Pareto weights are in place, too many men choose to remain
single, which generates an excess supply of women in all sub-marriage markets. To induce
men to marry, the share of total marital welfare allocated to women must decrease. This
initial imbalance occurs because UD harms men in two important ways. First, divorce
becomes more likely and men suffer a decrease in access to public goods enjoyment
in divorce. Second, women in marriage increase their labor supply, which reduces the
value of divorce for men who accumulate less human capital during marriage. Women’s
reduction in welfare is mitigated relative to that of men, since women enjoy public goods
more exclusively in divorce and arrive with improved human capital due to participating

more in the labor market during marriage.

5.2 Impact on assortative matching

The introduction of unilateral divorce causes an immediate increment in assortative
matching in the marriage market, consistent with the empirical evidence presented in
section 2. Building on the literature (most recently, Greenwood, Guner, Kocharkov, and

Santos (2016); Eika, Mogstad, and Zafar (2019); Chiappori, Costa Dias, Crossman, and
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Meghir (2020a); Chiappori, Costa Dias, and Meghir (2020b)), I explore various measures
of assortative matching.?3

First, in table 3 I explore the excess fraction of marriages in my model relative to what
would be implied by random matching, keeping the fraction that marries constant. This
measure compares the observed frequency of households that results from individuals’
decisions to the frequencies that would result if women and men were randomly paired.
Formally, in each of the eight sub-tables by model specification (MCD and UD full model)
and marriage market, rows refer to women’s education type, columns to men’s education
type, and cells are computed as p fersm = ,uﬁ,‘f X ué‘i —where persm 1S the fraction of
couple-type (sy, s,,) and p2 the fraction of education group s that marries according to

the model specification and market.

33This literature discusses the fact that measuring changes in assortative matching is challenging, given
that not only the underlying preferences for types of partners change over time or across regions but also
the education distribution of women and men. My analysis of changes in assortative matching across
divorce regimes, importantly, circumvents these difficulties because it holds population vectors fixed.
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Table 3: Excess marriages relative to random matching by marriage market

MCD UD full model MCD UD full model
Northeast Midwest and West
57 \Sm hs sc c+ hs sc c+ hs sc c+ hs sc c+
hs 0.10 -0.05 -0.07 0.11 -0.05 -0.06 0.10 -0.07 -0.07 0.12 -0.06 -0.07
sc -0.02 0.04 -0.01 -0.05 0.07 -0.01 -0.01  0.04 -0.02 -0.06 0.06 -0.00
c+ -0.06 -0.00 0.07 -0.07 -0.03 0.09 -0.04 0.00 0.06 -0.06 0.01 0.06
South Atlantic South Central
51\ Sm hs sc c+ hs sc c+ hs sc c+ hs sc c+
hs 0.09 -0.05 -0.05 0.10 -0.09 -0.05 0.09 -0.05 -0.03 0.08 -0.04 -0.02
sc -0.05 0.04 -0.00 -0.03 0.07 -0.01 -0.05 0.04 0.02 -0.05 0.04 0.02
c+ -0.04 0.01 0.04 -0.02 -0.00 0.04 -0.06 -0.00 0.04 -0.06 -0.01 0.03

Notes: MCD stands for mutual consent divorce. UD stands for unilateral divorce. sy and sp, refer to the education of women and men,
respectively, which are high school (hs), some college (sc), and college degree or higher (c+). Each cell shows the difference between the
fraction of marriages in my model relative to what would be implied by random matching, keeping the fraction that marries constant.



All eight models exhibit positive assortative matching (henceforth, PAM). Indeed, in
all specifications diagonal numbers are positive, which indicates that each same-education
marriage in my model is in excess of what would be implied by random matching.

Moreover, comparing the degrees of PAM between the MCD and UD full models, we
observe an increment in PAM in the first three markets. Interestingly, in most markets
this is driven by higher frequencies of (hs, hs) and (sc, sc) relative to random matching,
while the fraction of (c+,c+) increases in the Northeast but remains constant across
regimes in Midwest and West and South Atlantic. In the South Central market—in
which recall that ¢4+ women are in excess supply relative to ¢+ men—the introduction of
UD causes an immediate decrease in the degree of PAM, mainly due to the reduction in
the frequency of (hs, hs)- and (c+, c+)-couples.

A comparison across markets also reveals that the relatively most educated markets
exhibit the highest degrees of PAM and the highest increment in PAM due to UD.

The investigation of mechanisms reveals that restoring some of the MCD elements
while under UD mitigates or even reverses the increment in sorting brought by UD. To
see this, in table 4 I show an aggregate measure of PAM, namely, the ratio of the fraction
of same-education couples in my model relative to that fraction under random matching
by market and model specification. A value higher than one indicates positive assortative
matching. In all markets, a divorce settlement or commitment with the initial Pareto
weight while under UD implies lower PAM than under UD full model-—which implies a
lower increment in PAM due to UD. These results suggest that the higher attraction of
likes under UD stems, in part, from the lower cooperation and risk sharing opportunities
implied by UD, which, as argued in section 2, reduces security for the less educated

spouses in dissimilar couples.’*

340ther measures of PAM also increase due to UD (results available upon request).
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Table 4: Ratio of model’s share of same-education couples to that share if random match-

ing
Market MCD UD full model UD with divorce UD without
settlement renegotiation
Northeast 1.56 1.68 1.58 1.47
Midwest and West 1.52 1.59 1.48 1.45
South Atlantic 1.35 1.43 1.34 1.27
South Central 1.35 1.31 1.31 1.26

Notes: MCD stands for mutual consent divorce. UD stands for unilateral divorce.
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5.3 Impact on Equilibrium life cycle behavior

My estimated model implies that newlyweds who marry under the new UD equilibrium

are less likely to specialize and more likely to divorce.?

Figure 5: Share of men married to stay-at-home wives averaged across marriage markets

715 I McD I UD full model [ |UD with divorce settlement UD without renegotiation
1.04
0.25
-9.14
14.82
0.2 1.38
6.01 3.57
5.9 -2.32

0.15

0.1
0.05

0 Ll |
hs men sc men c+ men

Notes: MCD stands for Mutual Consent Divorce. UD stands for Unilateral Divorce. Education
types are high school (hs), some college (sc), and college degree or higher (c+). Numbers above
bars represent percentage changes relative to MCD.

Figure 5 shows the fraction of men of a certain education type who live in specializing
households averaged across markets. For each education group, the colored bars show the
fractions under MCD (black), UD full model (blue), UD with divorce settlement (gray),
and UD with renegotiation (white). Figures above bars indicate the percentage change
relative to MCD.

The full introduction of UD implies that the share of c+-educated men who marry
stay-at-home women decreases, on average, by 6% relative to MCD. This reduction stems
in part from the fact that under UD these men are more likely to marry equally educated
women who are more attached to the labor market and in part because UD induces more

women to work in the market. More protection to specializing spouses through divorce

35Tt is important to note that before estimation, the predictions from my ITU model are ambiguous.
First, in Reynoso (2017), I show within a simple stylized model that whether UD leads to changes in
household specialization depends on model parameters. In this ITU framework, when UD is introduced
not only do the marital benefits from household specialization change but also the marriage market
Pareto weights, which induces further changes in the incentives to specialize. Second, whether divorce
probabilities increase following the introduction of UD also depends on the parameters of the model,
as Chiappori, Iyigun, and Weiss (2015) demonstrate. In my model, and at the estimated parameters
and equilibrium Pareto weights, there is less household specialization and more divorce when unilateral
divorce is introduced.
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settlements or commitment with the initial sharing rule (gray and white bars) mitigate
the UD effect. Effects are heterogeneous by market for sc-educated men (figure OA.2 in
online appendix OE). On average, they marry stay-at-home wives more frequently under
UD, but effects are driven by the southern markets in which sc-educated men marry
hs-women—who are more likely to stay at home—at higher rates upon introduction of
UD.

Figure 6 shows divorce probabilities by couple type, averaged across markets. FEach
panel conditions on wives’ education levels and varies the husband’s education levels. I
show the probabilities under MCD and each of the UD specifications, with figures above
bars again indicating the (average) percentage change relative to MCD.36

In the new divorce regime, the probability of dissolution increases for all types of
couples. The patterns of divorce are replicated across regimes: Couples with low educated
spouses exhibit the highest rates of marriage turnover in both regimes.>” However, the
largest increments in the frequency of divorce are observed in couples with ¢+ wives, who
nevertheless continue to have the lowest divorce likelihood.

When exploring the underlying mechanisms, divorcing with settlement does not change
the probability of divorce under UD. This is because a period of sharing in divorce does
not affect the fact that one of the spouses seeks to divorce and no renegotiation within
marriage can deter them. Interestingly, but not surprisingly, constraints on renegotiating
the marriage contract to avoid divorce increases the likelihood of divorce.

My conclusion that UD increases the probability of divorce compares to that of Wolfers
(2006), who finds that after a decade of increment following UD adoption, the divorce
rate reverts to its baseline steady-state level. Differently from Wolfers’ exercise, my
results exclude existing couples and keep constant some elements—such as education
distributions and other policy changes—that may have evolved over time and that may
be the mechanisms behind Wolfers’ findings. More importantly, table A6 in appendix D
shows that my model replicates very well the effects Wolfers (2006) and Gruber (2004)

find for the stock of divorces—which is the variable I focus on—on a sample of mostly

361 show results at the couple-type level averaged across markets because my model implies insignificant
variation in the divorce probabilities across markets but significant heterogeneity in divorce probabilities
depending on the education composition of couples.

3TThis is consistent with the argument and empirical evidence of Newman and Olivetti (2015) and
Neeman, Newman, and Olivetti (2008).
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Figure 6: Divorce probability, averaged across marriage markets, by type of couple
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Notes: MCD stands for Mutual Consent Divorce. UD stands for Unilateral Divorce. Education types are high school (hs),
some college (sc), and college degree or higher (c+). Numbers above bars represent percentage changes relative to MCD.

already married couples.®®

5.4 Impact on gains from marriage

Finally, I explore how the introduction of UD affects the gains from marriage (henceforth,
GM), that is, the expected benefit of marrying in addition to remaining single before
marital preference shocks realize. This is an interesting measure from a policy perspective,
because it allows designers to anticipate the welfare effects of the policy change before
the new generation arrives at the affected marriage market.?® As described in section 3.4,
the effect of UD on the GM is ambiguous since UD implies less restrictions to divorce
but also less spousal support and risk sharing opportunities. These two impacts occur
together with changes in equilibrium marital patterns and lifetime allocation of resources,
both of which in turn affect the value from marriage relative to singlehood.

Figure 7 shows the GM for women averaged across marriage markets, as implied by

my model in each specification. The numbers above bars show the percentage change

381 also check and confirm that my results are not due to numerical error (I expand on this in online
appendix OF in which I discuss various robustness checks).
39Building on Choo and Siow (2006), I exploit properties of the Type I distribution of marital shocks
and compute the gains from marriage for women-type sy as (and analogously for men)
GM; = EgUy — EgU% =1 v -’
f=LpgUx — £pg —n(Zexp[UxD—Ux-
sESy
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in per-period private consumption that would be required for women to be indifferent

between the corresponding divorce regime and the MCD one.*°

Figure 7: Gains from marriage and consumption equivalence for women averaged across

markets
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0.68
-1.6

N

-

First, the GM for women are positive under both the MCD and UD divorce regimes.

Second, the GM increase for the middle-educated women when UD is introduced. To
maintain the MCD regime, sc women require to be compensated by 1.13% of per-period
consumption over their lifetime. The most important mechanism is the higher freedom
to divorce under UD. To see this, note from the white bars in figure 7 that the GM
would decrease relative to MCD when UD is restricted to avoid renegotiation within
marriage. This suggests that this group benefits from the flexibility in UD to reap the
gains from evolving one’s own outside options.

Third, the GM decrease for ¢+ women. In order to maintain the MCD regime, c+
women are willing to give up 2.26% of per-period consumption over their lifetime under
UD. For this group—which experiences the highest increment in divorce—cooperation in
divorce via a divorce settlement mitigates the negative effect of UD on GM. Moreover,
restrictions on within-marriage renegotiation also harm this group, because it prevents

c+-women from reaping the benefits of their favorably evolving outside options. Finally,

40This percentage is calculated as 100 x 7, where 7 is the amount that solves the following equation:
U (e, MCD) =TU"""(c(1 — 7),UD),

where U(c, D) is the expected lifetime indirect utility from consumption ¢ in the divorce regime D equi-
librium.
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the drop in GM is biggest in the Southern marriage markets,** where c+-women are mar-
rying their likes at lower rates, which indicates that the increment in positive assortative
matching due to UD contributes to mitigating the negative effects on GM for ¢+ women.

Finally, on average, the GM slightly increase for hs women. Both divorce settlements
and commitment with the initial sharing rule amplify these effects. For this group there
is heterogeneity by market. In the two most educated markets, where hs women are
significantly more likely to marry hs men upon the introduction of UD, they suffer a
decrease in their GM under UD relative to MCD. In the least educated Southern markets,
where hs women are more likely to marry up under UD, their GM improve or only slightly

decrease.

5.5 External validation and robustness of the model

I provide model-independent evidence in support of my model. First, in appendix D I
show that my model reproduces well the impact of UD on assortative matching and on
the behavior of already formed couples—impacts which were not targeted in estimation.
Second, my main results are robust to various alternative model specifications (detailed

in online appendix OF).

6 Conclusion

This paper quantifies the marriage market equilibrium effects of reducing barriers to
divorce. I find sizable equilibrium effects, which indicate that UD causes an increment
in assortative matching, a reduction in household specialization, and a rise in divorce.
Moreover, the gains from marriage are reduced for most groups. To analyze the underlying
mechanisms, I restore some of the elements of the MCD regime while keeping divorce as an
unilateral decision. My analysis suggests that most of the equilibrium effects of adopting
unilateral divorce are due to the lower cooperation and risk sharing opportunities in
marriage implied by UD, which reduces incentives for dissimilar couples to match and
to engage in efficient household specialization and sharing upon divorce. Hence, policies
that restore efficiency within marriage and in divorce may counteract the equilibrium

effects of limited spousal commitment.

41Results by marriage market are reported in figure OA.3 in online appendix OE.
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The novel framework I develop embeds a collective life cycle model of the family in an
equilibrium frictionless matching model of household formation. My model significantly
extends previous papers in empirically relevant dimensions. The key features of the model
include allowing for spousal support in the accumulation of human capital within the
marriage, endogenous divorce, and renegotiation of spousal allocations in an equilibrium
framework.

The model successfully reproduces the equilibrium effects of UD that are identified in
the data and that I do not target in estimation, and therefore validate the model predic-
tions. Importantly, the model reproduces my novel finding that UD causes assortativeness
in education to increase (section 2).

The result whereby the introduction of UD decreases the gains from marriage for
newly formed couples is subject to some modeling choices. For example, I do not model
domestic violence which may provide a force towards increased welfare under UD for
a fraction of women (Stevenson and Wolfers, 2006). Furthermore, my analysis excludes
potentially positive long-term welfare effects due to narrower gender gaps in labor market
outcomes under UD, in which women increase their human capital (Bronson, 2019) and
labor force participation.

Despite these caveats, an immediate reduction in welfare may not seem surprising,
given that UD implies lower spousal commitment. However, the result raises the ques-
tion of who voted for UD. My equilibrium framework emphasizes the crucial distinction
between the policy impacts for already formed couples (who are part of the marriage
market at the time of the vote) and for “unborn” couples to be formed in the future (who
were not in the marriage market at the time of the vote).*> My paper captures that new
generations entering the marriage market under the new UD regime face different market
conditions that imply lower levels of well-being. Hence, it highlights the importance of
considering the marriage market equilibrium effects of policies that affect the family and
prompts an agenda to investigate the effectiveness of policies and commitment devices

that generate welfare improvements within the UD environment.

42This is an important point emphasized by Chiappori, Iyigun, Lafortune, and Weiss (2017a) in a
different context concerned with changes in alimony laws for cohabiting couples in Canada.
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Appendix A Regression outputs associated with Fig-
ure 1

Panel A in Table Al presents the estimates of the overall specification (in columns (1)

and (3)),

Edb, = Bo+ BiUDiy+ Bo(Edl,, x UDy) + Y B(g x Edlt,,) + 6, + 8y + €mgl 1)
9
and of the dynamic model (1) introduced in section 2 (in columns (2) and (4)), where
the specifications in columns (3) and (4) also include a state-specific linear trend.

The bottom row labeled “Ed" reports the average association between husbands’
and wives’ education at the time of marriage for control states. Rows labeled “Ed" x
UDF” report the additional increment in the spousal correlation in education due to the
introduction of UD k years ago (where k& < 0 indicates the years previous to the adoption
of UD).

As described in section 2 in the main text—in which figure 1 plots the coefficients
from columns (1) and (2)—the overall, immediate, and long-term additional effects of
marrying in a UD state on assortative matching on education are positive, significant,
and large. When adding a linear trend the overall effects remain significant and similar in
magnitude, and the immediate additional effects of UD become noisier and start showing
up later. Some of the years preceding the adoption of UD show a negative and fairly
constant additional effect on assortative matching relative to the baseline correlation,
but this is not the case in the years closer to adoption. However, I cannot completely
rule out that the degree of sorting is trending up in states that eventually adopt UD, so
the results should be interpreted under this caveat.

In order to ensure that (8, captures the increment in sorting in education due to the
introduction of UD, I perform two robustness checks. First, my conclusions are unchanged
when controlling for contemporaneous changes in property division laws, which confirms
that the increment in sorting is attributable to changes in the grounds for divorce. Second,
I verify that £, indeed captures changes in the correlation in spousal education, but not
changes in the relative variance of female and male education across divorce regimes—a

concern raised by Gihleb and Lang (2016) and Eika, Mogstad, and Zafar (2019). As
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a check, they suggest regressing the reverse specification; for example, for my dynamic

model:
Edy, = Bo+ ) [5f UD;, + B(Bd,, x Ung)} + ) B9 x Edby,) + 6+ 6y + emig(12)
k g

If the relative variance of education across genders stays constant across divorce regimes,
coefficients 35 in both the main and reverse regressions will have the same magnitudes

and sign.
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Table Al: Unilateral divorce and assortativeness in education for newlyweds (PSID data)—main and reversed specifications

Panel A—Dependent variable: Ed"

Panel B—Dependent variable: Ed"

(1) (2) (3) (4) (1) (2) (3) (4)
Ed"x UD 0.2682%** 0.2683*** Ed¥ x UD 0.2786*** 0.2673**
(0.0779) (0.0823) (0.0944) (0.0868)
Newlyweds after UD introduced: Newlyweds after UD introduced:
Ed" x UD} 0.0469 -0.0485 Ed* x UD{%} 0.2185** 0.1257
(0.0808) (0.0931) (0.0850) (0.0919)
Ed' x UD{1:2} 0.2024** 0.0913 Ed¥ x UD:2} 0.3496*** 0.2308**
(0.0919) (0.1090) (0.0796) (0.0934)
Ed' x UDB4} 0.2578*** 0.1409* Edv x UD{34} 0.4137*** 0.2954***
(0.0729) (0.0837) (0.0779) (0.0844)
Ed" x UD15:6} 0.5476*** 0.4367*** Ed¥ x UD:6} 0.7103*** 0.5971***
(0.0783) (0.0872) (0.0857) (0.0853)
Ed" x UD78} 0.6378™** 0.5233*** Edv x UD{7:8} 0.7350%** 0.6020***
(0.0589) (0.0610) (0.0610) (0.0556)
Edl x UD{9:10} 0.6278%** 0.5166*** Edv x UD9-10} 0.7981*** 0.6536***
(0.0546) (0.0408) (0.0592) (0.0557)
Edl x UD{>10} 0.5440*** 0.4450*** Edv x UD{>10} 0.7507*** 0.6065***
(0.0522) (0.0681) (0.0656) (0.0689)
Newlyweds before UD introduced: Newlyweds before UD introduced:
Ed" x UD{-1-2} 0.0472 -0.0536 Ed% x UD{=1.-2} 0.1737* 0.0569
(0.0679) (0.0625) (0.0915) (0.0931)
Edl x UD{=3—4} 0.0099 -0.0915 Ed% x UD{=3:~4} 0.1737 0.0523
(0.1034) (0.1015) (0.1392) (0.1356)
Ed" x UD{=5-6} -0.1240* -0.2467*** Ed¥ x UD{=5-6} -0.0085 -0.1212
(0.0712) (0.0750) (0.1208) (0.1189)
Edl x UD{=7:—8} -0.1077 -0.2759*** Ed¥ x UD{=7-8} -0.1990 -0.2664*
(0.0753) (0.0818) (0.1744) (0.1484)
Ed' x UD{=9-10} -0.0567 -0.2578** Ed% x UD{=9.-10} -0.2207 -0.2889*
(0.0936) (0.1267) (0.1808) (0.1623)
Ed" x UD{<~10} -0.5097*** -0.6543*** Edv x UD{<-10} -0.4334*** -0.5243***
(0.0891) (0.1426) (0.1458) (0.1147)
Ed" 0.2572 0.2606 EdY 0.2841 0.2895
Linear trend No No Yes Yes Linear trend No No Yes Yes
Observations 6125 6125 6125 6125 Observations 6125 6125 6125 6125

Notes: The sample consists of all newlyweds (couples married within two years of the survey year) in their first marriage. PSID stands for Panel Study of Income Dynamics. EdY and Ed"
refer to years of completed education for wife and husband, respectively. UD stands for Unilateral Divorce. All specifications include year and state dummies. Standard errors clustered at the

state level are in parentheses. ***Significant at the 0.01 level. **Significant at the 0.05 level. *Significant at the 0.10 level.



Panel B of table A1 shows the estimation results of the reversed model. Estimates
of 85 in specifications (1) to (4) are each similar in magnitude and significance across
panels A and B. Moreover, I perform a test of the statistical equality of coefficients within
each specification and across original and reversed equations and cannot reject the null
hypothesis that coefficients are equal for the overall effects and the immediate effects in
the early years of UD (p-values of the four tests range between 0.52 and 0.83). However,
consistent with the finding that women change their education differently than men when
they face UD (Bronson, 2019), the coefficients that capture marriage over 4 years into

UD start showing differences across specifications.

Appendix B Model solution, existence, and unique-
ness

My model is captured by the imperfectly transferable utility empirical framework intro-
duced by Galichon, Kominers, and Weber (2019) (henceforth GKW) so I apply their
proof for existence and uniqueness of the marriage market equilibrium to my model.

To do so, I first show in Lemma 1 that the marriage market stage in my model is
represented by GKW’s proper bargaining framework, which is the building block for their
result. This means that my model belongs to the class of “proper collective models” as
defined by Weber (2022) and can therefore be embedded in an imperfectly transferable
utility matching framework to study existence and uniqueness. Second, in Lemma 2 [
show that my model satisfies the assumptions in GKW’s Theorem 1 for existence and

uniqueness.

The proper bargaining set in my model First note that the solutions of problem
(6)—under MCD—or problem (7)—under UD—define the set of feasible economic life-

time expected utilities of any couple type (s, ), F5/* € R? for any given \*/*m =
)\Sme os
W € (0,1), in which \y’"™ > 0 is the multiplier of the participation constraint in
0

those problems:*?

Frerem — {(Ujjs’”, UY*™) e R*: Uy <U)™ (U (A7), D) A U™ < Uigsm(ASme)}

43Tn footnote 26 I explain that I normalize the initial Pareto weights to sum to one.
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To characterize this set, I solve the model by backward induction under both divorce
regimes. The detailed solution is derived in online appendix OB, in which I characterize
the individual values of every possible marital choice—singlehood (section OB.1) and

marriage (section OB.2)—and obtain**

UL (vrem) = E(vfi(w)) (13)
_ E(ln[A(WI(thT(WI)))Q] +0+ el+6E[vf2(w2]w1,kf(w1))]>

and

T3 T (Wr5).D) = E(ulh 1)
Wl(&)l,k

(14)

= B - N (PR ] 18+ 6 4 o [ruatenton ki)

where kf(w;) € {0,1} is the optimal stay-at-home wife in period one and state wy,
Wi(wr, k}) = aki + wpi(w)(1 — kT) + wp(wr) denotes a conditional-on-kf amount of
lifetime resources allocated to period 1 and state w;, and where note that the continuation
values vy (wo|wr, kf(w1)) and vpa(ws|wr, ki (w1)) are the values for women and men of
arriving married at period ¢ = 2 in which the couple additionally makes a divorce decision
(see details in online appendix OB.2.3). Also recall that the initial Pareto weight updates

over time.

Lemma 1 The couple-type-specific feasible bargaining set from the perspective of the time
of marriage, F**m —described by expressions (13) and (14)—is closed, nonempty, lower
comprehensive, and bounded above under both divorce regimes. That is, F*/°™ is a proper

bargaining set in the sense of Definition 1 in GKW.

Proof 1 (Proof of Lemma 1) First, the set of feasible utilities is closed by continuity
of the mazimum value in problems (6) and (7) under MCD and UD, respectively. This
implies that the frontier of the set—described by (13) and (14)—is continuous.

Second, the set of feasible utilities is nonempty and lower comprehensive because
couples can always achieve arbitrarily low values of expected lifetime utilities by allocating

private consumption in period t = 1 and any realization of shocks arbitrarily close to zero.

44T ease notation, in what follows I suppress the dependence on the type of couple when clear from con-
text.
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Such an allocation is attainable with all of the ex-post budgets of periodt = 1 and trivially
satisfies any incentive compatibility constraint of problems (6) and (7) because divorce is
not possible at t = 1.

Third, the set is bounded above. To see this, note that in my model, the match quality
and income shocks have finite expectations and that the values of staying married and of
divorcing under MCD and UD are finite. These features imply that the maximum feasible
expected lifetime value that the wife can obtain when the husband obtains any finite lifetime
utility Uy s, in turn, finite. Therefore, in any sequence of pairs of husband’s lifetime
utility U3, — Uy and wife’s lifetime utilities Uy — +00 there exists a term N arbitrarily
large such that for all n > N (U3, U3) is not feasible. The same argument obtains when
constructing a sequence such that the wife’s lifetime expected utility is bounded below and
the husband’s utility approaches arbitrarily large numbers.

As a result, F**™ is a proper bargaining set.

An alternative argument is worth noting. Conditioning on any possible (not neces-
sarily optimal) history of stay-at-home wife {ki(w;)} € {0, 1}7*4m %) " eqch “conditional-
on-history-feasibility set” is a proper set by the above argument. By GKW’s Lemma 2,
the feasibility set in my model (which is the union of the conditional-on-history-feasibility

sets) is proper. [ |

Lemma 2 My model satisfies assumptions 1, 2, and 3 in GKW by the following proper-
ties:

1. For any couple (f,m) of type (Sg, sm), the couple-specific feasible bargaining set can

be written as the coordinate-wise sum of the couple-type-specific feasible bargain-

ing set and the idiosyncratic marital taste shocks, F5t5™ @ {ﬁjfsm, Bd*™Y (GKW's

assumption 1).

2. For all female (male) types sy € S (s, € S), the mazimum utility that this type
can obtain in a marriage with a man (woman) type s,, (s¢) is finite for all s, € S
(sy € S) (GKW'’s assumption 2).

3. The idiosyncratic marital shocks have a nonvanishing distribution (GKW’s assump-

tion 3).

Proof 2 (Proof of Lemma 2) GKW'’s assumption 1 is satisfied by construction be-

cause marital taste shocks are additively separable from the economic value of joining a
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certain type of household. My model satisfies GKW'’s assumption 2 because it has a finite
number of periods, the initial and updated Pareto weights are in the set (0,1), flow util-
ities have a natural logarithm form, the expected values of marriage and divorce at any
period are finite, and the continuation values are discounted at a finite rate. Therefore,
the maximum lifetime utility a man can obtain with any type of partner occurs when
A — 0, giving the man finite consumption and finite utility values in all periods (as seen
in expression (14)). Similarly, the maximum lifetime utility a woman can obtain with
any type of partner occurs when A — 1, also giving women finite utility in all periods (as
seen in expression (13)). Finally, GKW’s assumption 3 follows from my assumption 1:

B ~ Typel(0,1), i € {f, m}. u

Existence and Uniqueness By lemmas 1 and 2, my model satisfies all the conditions
for GKW’s Theorem 1. As a result, the marriage market equilibrium in my model exists

and is unique.

Appendix C Estimation

C.1 Sample selection, household identity, and marriage markets

I track the life cycle of households from the moment of marriage, as explained in section
4.1.% T increase the sample size by also including married households of heads who I
observe for the first time when they are very young—Iess than 30 years old.

I identify households over their life cycle—including split-off households of married
couples who divorce—with the identification number of the sample member. There are
two exceptions to this methodology when the household has both the head and the
spouse as sample members. First, if spouses do not divorce in the time frame, I use
the identification number of head of the household to identify and follow the household.
Second, when spouses divorce in the time frame, I identify all the original household, the
ex-wife’s, and the ex-husband’s split-off households with the identification number of the
head of the original household. Doing this prevents double-counting divorced households

or considering a second marriage to be a first one.*%

45The PSID surveys households of sample members— members of original 1968 surveyed households
and of their offspring.
46The PSID presents a challenge when following married couples if the couple divorces: There is
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The four marriage markets used in estimation are shown in Table A2.

heterogeneity in how (and if) the two ex-spouses are followed. For example, in some cases following a
divorce, the original household stops being observed and one or two new households appear in the data.
This poses the risk of double counting divorce or considering a second marriage to be a first one. To
avoid this, I link every household to the original household, which allows me to keep track of the root of
split-off households.
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Table A2: Description of marriage markets and sample sizes

Marriage Market MCD States used in estimation Hhs. Obs.
Northeast Vermont, New Jersey 809 9685
New York, Pennsylvania
Midwest and West Illinois, Ohio, Missouri 810 9774
South Dakota*, Utah*
South Atlantic DC, Maryland, North Carolina, 1254 15878
South Carolina, Virginia, West Virginia*
South Central Mississippi, Tennessee, 655 7985

Arkansas, Louisiana

Notes: MCD stands for mutual consent diwvorce. Hhs. denotes the number of households and Obs. the number
of observations used in estimation. *State introduced unilateral divorce shortly before the end of my sample
period and is included to increase the sample size since the vast majority of couples in these states live under
MCD.
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C.2 Pre-set parameters

Table A3 outlines the parameters of the model that I input based on values obtained

from the literature or my data, their values, and the source for this information.

54



Table A3: Pre-set parameters

Parameter Definition Value Source
y Ex-husband’s weight on ¢ 0.7 DBF, F, WW
o Discount factor 0.98 Voena (2015)
p Consumption scale 0.61 McClements scale*
{0.50,0.33,0.17}|1
l:j;’g Female education measures }82;: 828: 8(1)%;2 PSID
{0.61,0.28,0.11}|4
{0.47,0.33,0.17}|1
/jj: lg Male education measures }ggg: 82?: gégﬂi PSID
{0.62,0.27,0.07}|4
T Length of life cycle 10 -
t Decision period 3 -
ng Permanent income variance (women) 0.074 Voena (2015)
52 Permanent income variance (men) 0.042 Voena (2015)

Notes: DBF stands for Del Boca and Flinn (1995), F for Flinn (2000), and WW for Weiss and Willis (1993).¥ Anyaegbu
(2010). PSID stands for Panel Study of Income Dynamics. v = 0.7 matches the average estimated relative willingness
to pay for the public good by the husband in the literature. Unavailable data on transfers between divorcees is required to

estimate this parameter.
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C.3 Estimates of the income process

Table A4 presents estimates of the income process parameters from model (3), for each
gender and education group. The table reports the number of observations (column la-
beled Obs.), the values of parameters that solve problem (10) (columns labeled FEst.),
standard errors (columns labeled s.e.) calculated as explained in footnote 29 and the
group of sensitivity moments (columns labeled Moments) computed as explained in foot-
note 30. The estimates indicate that for both men and women the price of initial skills
is increasing in their education and experience follows a concave profile for all education
groups. Men’s returns to experience are increasing in their education; the first period
in the labor market increases men’s baseline income in between 15% and 30% and every
year after the increment slows down in between 1% and 2%. In addition, educated men
benefit from a 4% to 5% increase in income for every period they have been married to a
stay-at-home woman. Women’s returns to experience follow an inverse-U shape in educa-
tion, whereby labor market entry income increases by 9% for the most educated women
and by 12.55% to 13.54% for the less educated. However, income growth decreases less
with experience for the most educated relative to the lower educated women.

Finally, experience parameters are most sensitive to women’s labor supply—consistent
with the heuristic identification argument and the indirect inference strategy. Moreover,
the price of education is sensitive to marriage patterns because it is so central to the

attractiveness between the different types at the beginning of the household life.
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Table A4: Internally estimated parameters and main sensitivity moments: Income process parameters.

Individual type Obs. Mean price of education Returns to experience Returns to spousal
experience experience? experience
Est. s.e. Moments Est. s.e. Moments Est. s.e. Moments  Est. s.e. Moments
O @ B @ G ® @O ® (9 )  ay (12 (3
Men (s,,)
hs 22410 8.86 0.66 dp, mp  0.1495 0.0434 sah -0.0120 0.0044 sah 0.0040 0.0109 sah
sc 12072 9.01 0.44 mp 0.1837 0.0720  sah, dp  -0.0120 0.0029 sah 0.0484 0.0143 sah
c+ 5033  9.29 0.54 sah 0.3012 0.1123  sah, mp -0.0196 0.0082  sah, dp  0.0444 0.0346 sah
Women (sy)
hs 24118 881 0.43  sah, dp  0.1255 0.0154 sah -0.0074 0.0017 sah n.a.
sc 12369 9.09 049 mp, sah  0.1354 0.0166 mp, sah -0.0087 0.0017 sah n.a.
c+ 4686  10.15 0.59 sah 0.0898 0.0235  sah, dp  -0.0049 0.0017 sah n.a.

Notes: sy and sm, refer to the education of women and men, respectively, which are high school (hs), some college (sc), and college degree or higher (c+). Obs. denotes the number of
observations used in estimation. Est. denotes the parameter estimates; s.e., the standard errors calculated as explained in footnote 29; and Moments, the group of the two moments
with the highest sensitivity measure computed as explained in footnote 30. The group of sensitivity moments are presented in order of importance and are mp (matching patterns or
singlehood frequencies), dp (divorce probabilities), and sah (frequency of stay-at-home wives). n.a. indicates that the parameter is not relevant for the group in the row.



C.4 Additional targeted and untargeted moments

The model does a very good job in replicating the observed fraction of singles by edu-
cation, the frequency of stay-at-home wives, and divorce probabilities. Figure OA.1 in
online appendix OD shows that in most markets, the fractions produced by be model
are very close in magnitude to the observed fractions and fall within the data confidence
interval. Moreover, in all markets the model reproduces well the patterns of earnings
observed in the data (table OA.5). For example, in both the model and the data the
constant in the earnings equations are higher for women relative to men, reflecting the
fact that women who participate accept higher wages.

Additionally, figure A1 shows couples’ dynamic behavior—which is untargeted in es-

timation.

Figure Al: Untargeted moments: equilibrium dynamic behavior under MCD

0.35 T

= =Model =—Data ~ - 95% CI

01t 1

<28 [29,34] [35,40] >4 <28 [29,34] [35,40] >4
Fraction hs wives staying at home by household age interval Fraction sc wives staying at home by household age interval

0.35 10

0.3

025 1

0.2

0.15

01 Nl ]

<28 [29,34] [35,40] >4 (hs,hs) (hs,sc) (hs,c+) (sc,hs) (sc,sc) (sc,c+) (ct+hs) (c+,sc) (c+.c+)
Fraction c+ wives staying at home by household age interval Duration of marriage, by couple type
Notes: MCD stands for Mutual Consent Divorce. Education types are high school (hs), some college (sc), and college degree
or higher (c+). Household age intervals in the horizontal axes of the first three panels group the 7' = 10 age intervals
({< 25,[26 — 28], [29 — 31],...,> 50}, as defined in table A3 of appendix C.2 ) in the indicated four groups. Duration of
marriage is indicated in the vertical axis of the fourth panel and corresponds to the 7' = 10 age intervals.
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Appendix D Validation of the model

I provide out-of-sample validation of my model by showing the effects of UD on new
marriages and on already married couples which are untargeted moments in my estima-
tion. In online appendix OF I further discuss model validation by performing various

robustness checks.

Impact of UD on assortative matching Table A5 shows the change in the corre-
lation in spousal education due to the introduction of UD as predicted by the model
(column labeled Model) and the same change as observed in the data (column labeled
Data). To produce the data counterpart of this moment, I consider all newlyweds in their
first marriage in the PSID data from 1967 to 1992 and compute the state-year correla-
tion in education of wives and husbands. To reflect closely the model, I define education
based on the same categories of education used in my quantitative exercises (high school
or less, some college, and college or more). With this data, I run the following regression

for state g and time ¢:

Correlation(Ed", Ed"),, = By + Z Bk Ung + 0+ g + €ty (15)
k

Coefficient on B1012} captures the immediate effect of UD on assortative matching,

which is consistent with the effect computed in the model (see section 2 for a discussion).
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Table A5: Impact of UD on the correlation in spousal education types

Moment Marriage market ~ Model Data
All markets 3.32% 8.74%
Northeast 8.57% 18.44%
plo12t Midwest and West  10.51% 4.68%"
South Atlantic 0.26% 80.8%

South Central — -6.47% —33.13%"

Notes: UD stands for unilateral divorce. Model refers to the simulated effects of UD.
Data refers to the effect found in the PSID on the sample of newlyweds for years
1968 to 1992. All data-generated effects are statistically significant unless otherwise
indicated by Tnot statistically significant.
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My model predicts that assortative matching in education among those who marry
increase by 3.32% due to UD, which is close to the observed difference-in-differences ef-
fect of 8.74%. Moreover, consistent with the data, my model predicts an increment in
assorative matching in the Northeast, Midwest and West, and South Atlantic marriage
markets, and a decrease in assortative matching in the South Central marriage mar-
ket. Many of these effects are noisy in the data, probably due to low sample size when
computing the correlation by state and year. To increase sample size I perform various
robustness checks that support the predictions of the model. First, when I do not restrict
attention to newlywed couples the overall immediate effect of UD on spousal correlation
in education types becomes significant and similar in magnitude to the effect reported in
the first row of table A5. Second, both the overall effects and the effects by market are
consistent with those predicted by my model when I run regressions of the effect of UD
on the regression coefficient of the education of one spouse on the education of the other

(as I show in section 2).

Impact of UD for already formed couples I use my estimated model under MCD
to quantify the impact of UD for already married couples. I simulate as many households
of each type and age at introduction of UD to replicate the fractions observed in the PSID
data. I pool together all markets to be consistent with the literature. Column Model in
table A6 reports the model-generated impact of UD for already married couples in the
employment of married women, of newlywed married women, and in the likelihood of

divorce. Column Literature shows the effects reported in previous empirical studies.
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Table A6: Impact of UD for already married couples

Moment Model Literature Source
T
: i ¢ [-0.027,-0.034] Voena (2015)
Employment of married women  -0.001 0.006" Gray (1998)
Employment of newlywed women  0.041 [0.015; 0.028]  Stevenson (2007)
11.6% Gruber (2004)

Divorced 15.4% [9%:; 12.1%] Wolfers (2006)

Notes: All model-generated and data-generated effects are statistically significant unless otherwise indi-
cated by Tnot statistically significant. UD stands for unilateral divorce. Model refers to the UD effects
in my model and Literature to those in the literature.
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Consistent with Voena (2015) and Gray (1998), the introduction of UD in my model
does not have a significant effect on the probability that a married woman is employed.
My model also reproduces very well the increment in newlywed wives employment doc-
umented by Stevenson (2007). In my model, married women who experience UD very
early in their life cycle increase their likelihood of employment by 4.1 percentage points,
compared to the reduced form effects documented by Stevenson (2007) that lie between
1.5 and 2.8 percentage points. Moreover, my model does a good job in reproducing the
increment in the probability of being divorced as caused by UD. The effect of UD on the
likelihood of being divorced is estimated in between 9% and 12.1% relative to the mean
probability in the reduced form analysis by Wolfers (2006) and Gruber (2004), and in
15.4% by my model.*”

Appendix E Data availability

Code for replication and instructions to access the data are provided in Reynoso (2024a).
This project uses publicly available data from the Panel Study of Income Dynamics
(PSID, 2016). Per the PSID Conditions of Use, the cleaned data for this project is saved
in repository Reynoso (2024b)

4TWolfers (2006) and Gruber (2004) do not restrict attention to couples who married under MCD in
their analysis, but because of the years in their data, their results are to a great extent driven by already
married couples at UD adoption.
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