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Abstract

This paper considers how divorce law affects couples’ incentivesake investments in
their marriage. In particular, we analyze state changdwance laws that allowed divorce
on demand by either spouse and removed fault as a basis for propéesigyn. These
changes in family law potentially affect the incentives tkeninvestments whose returns
are partly marriage-specific, such as in a spouse’s educhtome ownership, children,
and specialization in market versus non-market production. In ordeinimiae the
problems caused by the endogeneity of the survival of a martlagegaper focuses on
newlywed couples in their first marriage. | find that adoption ofateri&l divorce reduces
investment in all types of marriage-specific capital conslexcept home ownership.
Unilateral divorce laws — regardless of the property division favesds to less support of
a spouse’s education, fewer children, greater female laboe foacticipation and an
increase in households with both spouses engaged in full-time work. hastpnésults
for home ownership depend on the underlying property division laws and swaggest
increase in home ownership under no-fault property division.
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1. Introduction

In the 1970s and 1980s many states adopted unilateral divorce laws, thereby alleavicey di
on demand by either spouse. This legal change was part of a broader movement iratelsitiegan
to recognize “irreconcilable differences” as a legitimate reasosivorce? Economists have looked
to this change to learn about spousal bargaining and the extent to which putjicaolaffect
outcomes within families. “Exit threat” bargaining models posit that hmldelistribution may be a
function of each spouse’s best offer outside the marriage; as divorce lavasiigg role in
determining options outside of marriage these changes have the potenfedttanahy aspects of
married life. Furthermore, marriage and divorce laws set the pararfatértertemporal contracting
between partners and hence are likely to influence the incentives tanmekinents that are
beneficial in marriage, but less so if divorced.

Couples make decisions, such as whether or not to have children, how many children to hav
whether to buy a house, whether one spouse should invest in more education, how to divide home
versus market work, that affect both the value of their marriage in the fandrtheir outside options.
These investments have long been recognized by economists as a centfahparage. Becker
(1981) emphasizes the gains from marriage that occur from household spéemiedindtthe production
of own children. However, these investments may either lose value ortheeddpy one spouse when
the marriage ends. For instance, a wife who specializes in home production igfptbgoi
opportunity to develop market-based skills. Similarly, a wife who invests in thenheapéal of her
spouse may not benefit from that investment if the marriage ends. Consumptiddrehds non-rival
within a household, but if the household dissolves, the returns on this investment iméshdilwe to

child custody restrictions. Additionally, some investments—such as housing—tamé&insically

! Weitzman (1985)



marriage-specific, but involve sufficiently large transactionsctsdt their value within the marriage is
far greater than that when divorced — particularly if the marriade quickly.

Divorce laws affect the incentive to invest in marriage-spec#ptal for several reasons.
First, if liberalizing access to divorce raises the divorce rate gem spouse is less likely to reap the
benefits of marriage-specific capital, reducing the incentive tdyamtest. An alternative channel
considers intra-household distribution and marital-bargaining. To the exaendivbrce laws shift
bargaining power within the household, then decisions about marital investmgntbange,
particularly if couples differ in their preferences for particular tabmvestments. Furthermore, once
a marriage-specific investment has occurred, the returns are purearehkence the incentive to
jointly invest may depend upon the ability of the couple to commit to a specifibdisin of future
rents, which is likely shaped by divorce law. Finally, couples may use investnraatriage-specific
capital strategically — over-investing today so as to constrain theiefeg¢lves to prefer to remain
married than to divorce. As such, robust investment in marriage-spegifial caay be used to
partially offset the incomplete enforcement of marriage contradisebstate.

Assessing changes in marriage-specific investments stemming fvomeallaw reform is
complicated by important selection effects, as changes to divorce lanaffieet both the likelihood
that a couple divorces and that a couple marries, thus changing the cmmpdghe stock of married
couples. While the next section will discuss the relationship between divoscanavdivorce more
thoroughly, it is sufficient here to highlight the fact that among all coupley ofahe marital
investment decisions will have been made prior to divorce reform. Asswcying the investment
decisions of those who married under one regime, but are currently married nottier aells us
nothing about the decision such couples would make had their marriages existégerder the new
regime. Alternatively, after divorce reform, couples that form may nddferent investment decisions
directly as a result of the new regime, or indirectly through changes in spelesaion. Therefore,

studying the investment behavior of newlyweds allows us to isolate theffeta of divorce reform on



investment in marriage-specific capital (that stemming both @oamges in who marries and their
subsequent behavior within marriage), while minimizing the bias stemnoingsielection out of
marriage.

This paper examines the investment decisions of couples in their firseas® gf marriage
using the 1970 and 1980 Censuses. During this period many states changed their disdocallaw
unilateral divorce and many removed fault as a consideration in propéeynsgits. The empirical
strategy compares changes in the behavior of newlyweds in states thattble@mgdjgorce laws with
those in states that do not. The changes in newlywed marital behavior #vedrareed include
female labor force participation, full-time labor market work by both sppgsgporting a spouse’s
investment in education, children, and home ownership. Couples in states that adiateidl
divorce prior to 1970 and those in states that had not adopted unilateral divorce by 1986 serve
controls for couples in states that change their divorce laws over this period.

| find that newlywed couples in states that allow unilateral divorcebamat 40% less likely to
be supporting a spouse through school. They are 8% more likely to have both spouses employed in the
labor force full-time and are 5% more likely to have a wife in the labor foricelly; they are about
6% less likely to have a child. These results are robust to controllingef@résence of no-fault
property division and state’s type of property division laws. Furthermore, ititgyanilateral divorce
with property division laws shows that these results are largely consastess different regimes
regarding property division, with the exception of home ownership. For home ownelskiphiat the
adoption of unilateral divorce has no effect on the probability of newlyweds owhioge. However,
property division laws appear to matter for home ownership — couples in statdsatingd their
divorce laws such that fault is not a consideration in property division indregis@ome ownership as
do those in states that adopt unilateral divorce and have community property ablegliitision

property division laws.



2. DivorceLawsand Investment in Marriage-Specific Capital

Between 1967 and 1978, twenty-nine states changed their law to allow for ureéstrict
unilateral divorcé. Prior to this all only three states allowed unrestricted unilateralogivaviost
required either mutual consent or proof of marital wrongdoing in order to grant aeliwdnite a few
allowed unilateral divorce after lengthy separation perfotsilateral divorce permits divorce upon
the request of one spouse, regardless of the other spouse’s wishes. Thifolegakdistributes
bargaining power from the party most interested in preserving the mawitdgeperson who most
wants out of the marriage. To understand how this may change the incentivestarirmarriage-
specific capital, we need to consider how the legal change affects fitetkleof divorce, and intra-
household distribution of resources.

The most obvious way that divorce law may affect the desire to invest iragegpecific
capital is by changing divorce. By definition, marriage-specific capitaielsassalue outside of
marriage and therefore becomes less valuable when the likelihood thatrtfegenends increases or as
the expected duration of the marriage decreases. This channel unambiguplist/that divorce
reform that decreases the time spent in a marriage will yield antegpdcrease in investment in
marriage-specific capital of all forms.

The question of whether unilateral divorce led to higher divorce rates haa bedly contested
with both theoretical and empirical work pointing in both directfbr@®n the theory side, Becker,
Landes and Michael (1977) argue that marital bargaining is “an excellesttation of the Coase
Theorem that the allocation of property rights or legal liability does noeimée resource allocation

when the parties involved can bargain with each other at little cogtComrast, Peters (1988) argues

2 Currently 34 states allow for unrestricted unilatetivorce, Utah and South Dakota adopted unrésttinilateral
divorce in the mid-1980s. The other three stasesgre-existing unrestricted unilateral divorce.

% |daho, Kentucky, Nebraska, New Jersey, Rhodedsl@axas, and Washington allowed unilateral divdotiewing
a 5-year separation. Arkansas, Nevada, and Ulaved unilateral divorce after a of 3-year separati

* Peters (1986), Peters (1992), and Wolfers (200%hd that divorce rates did not much increasaassult of
unilateral divorce. Allen (1992) and Friedberg4&®find that they did.



that a “fixed wage” contract may better describe marital bargainmbyader such a contract the
divorce rate is affected by divorce laws.

Empirically, Gruber (2004) argues that census data show that the stock of dlipeogde rose
significantly in unilateral divorce states. However, research byaMo{P006) reveals that, while the
stock of the currently divorced may have risen, the probability of beingdexanced is little changed
by unilateral divorce laws. Friedberg (1998) notes that the flow of new divorcesndaet rise
following a shift to unilateral divorce laws, although Wolfers (2006) shows that #ffests are
transitory and fade out within a decade. One reconciliation of these reshiétsusilateral divorce
leads to earlier divorce and less remarriage, a finding confirmed in R886|)( The implication of
this interpretation is that divorce laws may affect the expected durateomafriage without affecting
the probability of dissolution. Thus, while the literature may not have a consensudropabeof
divorce laws on the probability of divorce, much of the evidence points toiaedgcthe duration of
marriages, and thus a role for divorce in providing decreased incentivesgbimmarriage-specific
capital following the adoption of unilateral divorce.

In contrast, to the extent that couples may attempt to pre-commit to notidiy, unilateral
divorce laws may have the opposite effect — increasing the desire to mtikéneestments that will
increase the value of the marriage in future years. In this case we woeitd Expee couples making
more symmetric investments (investments that increase theofalue marriage to both parties), while
having little effect on asymmetric, intertemporal investmentsif@supporting her husband through
school only makes the future marriage more valuable for her, not for her husband).

Unilateral divorce may also change investment in marriage-speafital by changing
household distribution through a change in relative bargaining power within the hidus€he
predicted impact of unilateral divorce laws on household distribution depends oadakaithe
family being considered (Lundberg & Pollak). Those that rely on a common prefemanterf or

internal threat points to determine household distribution predictditdege in distribution resulting



from a change in divorce laws. In contrast, external threat-point modelsiridg outside options of
each spouse to determine household distribution. Since unilateral divores itneésier for a spouse
to exit a relationship, it improves the outside options of a spouse who wants to exartiagen As
such, unilateral divorce shifts power, and therefore resources, from the pestdnterested in
preserving the marriage to the person most interested in exiting thagearThis shift in bargaining
power may shift investment toward the preferences of the person mbstdike interested in exiting
the marriage.

Research by Stevenson and Wolfers (2006) find a decrease in female suicide anid domes
violence when unilateral divorce laws are enacted. They interpret théisg$ as suggesting that
unilateral divorce laws shift bargaining power to women. Additionallyy Gt898) argued that
unilateral divorce, coupled with common law property division, shifts bargapower to men, while
unilateral divorce combined with community property laws shifts bargapomger to women. So
while this shift has the potential to change investment patterns ta tefggreferences of women in
some cases and men in others, there is no &lgori direction in which preferences would be moved
in either case. For instance, it is unclear whether greater feahalefbrce participation reflects more
or less bargaining power held by wonten.

Finally, it should be noted that some investments (children) may be “unplammkdiay in
fact lead to marriage. In the face of unilateral divorce laws, one wouldteékpethe easier access to
divorce might encourage couples to “try out” marriage in the face of an unplannadrprgg As such,

we might expect to see more marriages where the conception occurred gréomtartiage.

® Similarly, one might argue that women tend to leaninterested in having children, yet women whefearful of
divorce may be more reluctant than their husbamdsve children since women'’s value in the remgerimarket may
fall when they have children.



3. Empirical Strategy

Data from the 1970 and 1980 censuses on the age of first marriage can be usethte tad
year of marriage for individuals currently in their first marri@gBecause divorce laws may change
selection both into and out of marriage, focusing on currently married couples inderggfpt
confounding influences. Selection out of marriage may result in an observaties wiiestment in
marriage specific capital even if no one changed their behavior regardasgnment. The reason is
that one might expect bad marriages to dissolve earlier under unilateralediaws, so there will be
more “bad marriages” prior to unilateral divorce. If bad marriages have foamgiage-specific
investments, then even if no one changes their investment behavior,icegregamining the effect of
unilateral divorce on marital investment will showiagrease in marriage-specific investments among
married couples.

Selection into marriage may be changed by unilateral divorce in a waydhaesult in
marriage-specific investment being either more or less likely. Coupdg be more likely to take a
risk on a high variance match when they know that they can exit the marriageasdy, and this may
lead average match quality to fall as the cost of a bad match fEliese marriages may also have less
marriage-specific investment. Alternatively, couples may per@efad in the expected gain from
marriage under unilateral divorce and may therefore become moreveeleading to a rise in match
quality (Rasul 2006). The first effect may lead to a finding of less investmamdrriage-specific
capital and the second effect may lead to a finding of more investment. €ffeess are in addition to
those that would be seen if we could hold match quality constant.

Because selection out of marriage generates potential biases inestithe effect of
unilateral divorce on marriage-specific investments, | consider indigidu¢he first two years of

marriage. These newlyweds have been married such a short time ttixirsele of marriage is

® The census stopped collecting information on ddish marriage and number of times married ati@80.



unlikely to have taken place. Therefore, regressions based on newlyweds should mob@snteom
the disappearance of bad marriages from the sample. While we won’t be abtentuidih between
the effects of changes in match quality and changes in behavior within a mafiotiidigg on
newlyweds the results isolate the causal impact of unilateral divomesrall marriage-investment
through both channels.

The empirical strategy is to compare changes in the investment bebiavewlywed couples
in the 1970 and 1980 censuses across states. In addition to the passage of unitaterdhadis
during this period, states vary in how they divide marital property. While thdisgeoperty division
laws of each state vary, prior to the 1970s states can be divided into thneesreggarding property
division: common law property, community property, and equitable divisibhree states changed
from a common law regime — which holds that marital property is divided @tcéiaccording to who
has legal title to the property — to one of equitable division — which gives judgedidisarallocating
marital property according to what the judge deems is fair. In addition to ngahgigrounds for
divorce, 19 states removed fault as a consideration in property division between 1970 andti980, w
Hawaii removing it in 1960.

Table 1 shows the year unilateral divorce was implemented, the in@abfyproperty division
law, the year of the change to equitable division for common law property stdtelsahged, and the
year that no-fault property settlement was adoptéfthe coding of year of unilateral divorce follows
Gruber (2004). Results presented are robust to following the coding for unilaterakdiged in
Friedberg (1998). Other widely used codings of divorce laws focus on changes to projedy.div
For instance, the coding in Table 1 of the year of no-fault divorce follows EllmMarh&(1998) and

that of property division types follows Gray (1998).

" Alternatively, because individuals know that agmtial spouse is more likely to want to divorced aimce divorces
are emotionally and financially costly, some indivals may be more cautious about entering a marriag
® This division follows Gray (1998).



Data from the 1970 and 1980 Censuses of Population provides information on an individual’s
age at first marriage, their current age, their current nhatdtus, their state of residence and whether
or not they are in their first marriage. In addition, individuals can be nthtoltleir current spouse in
order to ascertain whether it is a first marriage for both spouses and t tmmitoth own and
spouse’s characteristics.

Several outcome variables — forms of marriage-specific capital mastigated. The
regression considers only the population of newlyweds, and the independene\afriatdrest is an
indicator of whether or not unilateral divorce laws prevailed at the ¢f the marriag® The
regression run is:

Outcome , =a + BUnilateral, + gNo-fault Property,, + dEquitable Division,, +
AYear of Census + Z:USStateS +ylLength of Marriage  + X, , @ ++¢,,

whereUnilateral is a dummy variable equal to one if the stgtbas enacted unilateral divorce prior to
the year of marriagérear of Census andState refer to fixed effectd,.ength of Marriage is a control for
the number of half years the couple has been méafrid is a set of individual and partner controls,
andNo-fault Property andEquitable Divison dummy variables indicate the presence of specific
property division laws (Common Law is the omitted categtn@tandard errors are clustered at the
level of state*census year, essentially implementing a “long diffeggmesearch strategy.

The X matrix includes controls for individual characteristics that are kelylito be affected by

unilateral divorce, including: race, ethnicity, and metropolitan status. | dmntbl for variables that

® Major reforms to child custody laws began in t880s, after the reforms to divorce and marital propwere
largely complete (Brinig and Buckley, 1998).

1% State of current residence is used to proxy ferstiate of residence in which a divorce would fiketcur and thus
the state law that is most relevant for investna@isions. Results are robust to examining onlypt&s who have
lived in the state throughout their marriage anddosidering only those who were born in the state thus perhaps
less likely to anticipate changing states in thert).

11 Length of marriage is calculated using the agersf marriage, quarter of marriage, and quartdyih for both
spouses. Averages are taken when there is a pigstrg between spouses reporting.

12 Three states changed from common law propertgidivito equitable division during this period. Btrequitable
division is included as a control, common law is éxcluded category, and community property isroedr with the
state fixed effects and is therefore not included.



might be affected by unilateral divorce so as to capture the full effettie oéform. For instance, one
might want to control for family income in a home ownership regression, buyfermdme is likely to
be affected by unilateral divorce if women are more likely to work outsidectime. A further set of
controls including own and spouse’s age and education (in the first two yearsiafje)goartially
account for match quality. While these controls do not fully control for matdhygec@mparing

results across specifications can provide suggestive evidence of nthetlestimated effect is driven

only by changes in match quality.

4. Results

Table 2 shows the results of adopting unilateral divorce on all of the outcomesres$tntThe
first column shows the baseline specification which controls only for gestdés and year fixed
effects. The second column adds controls for own age, race, and education, aa wetited for
metropolitan status. The third column adds controls for one’s spouse’s agandeducation. The
fourth column adds controls for property division laws including a dummy variableffault
property division and controls for type of property division laws — a dummy variablén&iher the
state has no-fault property division in that year and individual dummy vesiédl the type of property
division law in a state-year.

The first outcome of interest considers whether unilateral divorcetaffee willingness of one
spouse to support another spouse in education. Unilateral divorce laws méiaiiit @i credibly
promise to support a spouse tomorrow who is helping you get education todayesfik apouses
may be more reluctant to engage in sequential investment in each othensdapital and we should
see fewer couples where one is a student and the other is emi3ldbfeel first row of Table 2 reports

probit estimates analyzing the likelihood of being a couple with one spouse employethetuther is

'3 Couples can choose either to either both investilsaneously or not invest.
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a student: coefficients are reported as elasticities evaluatieel miean of the dependent variaile.

The baseline estimate shows a decrease of 1.3 percentage points, or 10%pivathiétpiof being a

student supported by your employed spouse. Adding controls for own and spousal demographics and
property division laws reduce the coefficient slightly, but it remairiatasscally significant reduction

of about 10%.

The second form of marriage-specific capital investigated is householdlzagion.
Specialization within the family generally means that one person inraagespecializes in the market
sector, while the other person specializes in the non-market sectoe Speesalized skills are highly
complementary within a marriage, but less useful when single. Although marken-anarket skills
may be transferable to another marriage, they will go under-utilized dumyngesiod that either
partner is single. Additionally, if spouses cannot commit to sharing futusefrent skill formation,
then each will be less willing to invest in the skills of the other. Both of theshanisms imply that
unilateral divorce laws may lead to less specialization as evidenaadreytwo-earner couples (more
equitable investment in both market and nonmarket skills).

The second and third rows of Table 2 examine whether both spouses are empldired full-
and whether the wife is employed at all. The baseline specification showsae2tage point increase
in both spouses being employed full time in unilateral divorce states. Tihigtesis consistent across
the columns as controls for individual and spousal demographics and state proeay @iws are
added. These estimates suggest that unilateral divorce is as$odtatan 8% increase in the

probability that both spouses will work.

* None of the specifications control for educatiorcs the outcome of interest is whether or notsfheuse is in
school.

'% previous research has shown that female employimeneiases both following a divorce and in antitigpaof
divorce (Johnson & Skinner 1986). Parkman (198®)sfthat women increase their labor force paritgm in
unilateral divorce states. Gray (1998) finds thatimpact of unilateral divorce on female labac@participation
depends on the underlying laws governing prop&ktigidn and that in common law states unilaterabdie is
associated with a decrease in the labor supplit ofaried women and it is associated with an iasgeonly in
community property states. None of this reseasshddequately addressed the issue of selectiaf mrriage.

11



The next row shows that there is a 1.5 percentage point increase in the gyababithe wife
is employed in the baseline specification. Adding controls increases thatesslightly and there is a
2.4 percentage point increase, or a 5% increase that a new wife is employead| cowteols are
added®

The next form of investment | examine is fertility. Becker (1974) descrhilelken as “the
most obvious and dominant example of marriage-specific investrfetiildren are produced in
households by husbands and wives investing time and resources in them. One aspec¢tiof thre re
children is the love, attention, and pride that they give their parents. Titg tabéxtract these returns
diminishes upon divorce because parents, particularly the non-custodrd| ppend less time with
their children. Alternatively phrased children provide a flow of non-rivaloamsumption within
marriage whose consumption may be rivalrous upon its dissolution. Furthermorenchikdy be a
hindrance to remarriage and an unpleasant reminder of the first marriag@diAgly, when the
contractual bonds of marriage are weakened, couples may choose to redudkeeitiial number of
children conceived in the marriage or investment in the children they do Ree@ous research has
shown that children who grow up in households in states with unilateral divorce haee wors
outcomes® One explanation for these worse outcomes is that parents make fewer émisstntheir
children under unilateral divorce.

The fourth row shows a statistically insignificant decrease of 0.8 percentage indhe
likelihood of having children in the baseline specification. Adding demographimtand controls
for spousal demographics yields a statistically significant decodds® percentage points in the

probability of having children in the first two years of marriage. Adding comimisult property

'8 These estimates differ from previous approaches) as Gray (1998), by explicitly controlling féwetlength of
marriage and limiting the analysis to those earlihieir marriage.
17
p. 823
18 Gruber (2004).

12



division and type of property settlement increases the coefficientiéarease of 2.4 percentage points
or an 8 percent decline in the probability of having children in the first two géararriage.

The results in the baseline specification indicate that the effect loinechis sensitive to the
inclusion of demographic controls. Recall that unilateral divorce may eigeopeaple to marry who
already have (or are expecting) children. If we consider the timing of cantepe find a statistically
significantdecrease in the likelihood of having children conceived after marriage in the baseline
specification and a statistically significantrease in the likelihood of having children conceived prior
to the marriage. Adding controls results in an estimated effect of waildteorce on the likelihood of
having a child conceived after marriage that is slightly larger thaestimaates on all children reported
in Table 2. For children conceived prior to conception, adding controls reduces fieertebut
there remains a statistically significant increase in thedilikod of having a child conceived prior to
marriage®

The final outcome considered is home ownership. The home of a married coupléytypical
represents their most valuable joint asset and involves largedtianszosts, making the purchase
decision costly to reverse. Home ownership is an investment that g f@neficial when married,
but one that has ready substitutes — rental units. Furthermore, couplesjaikéiyhoices about how
much to invest in the home. Home ownership clearly represents more investmentiage-specific
capital than does renting. This specifically reflects both substantighttion costs in buying and
selling a home and improvements that reflect a couple’s idiosyntaates.

Alternatively, purchasing owning a home changes the threat point under carisaht
divorce. With mutual consent divorce, each spouse’s threat point is simply tioeerelationship
without obtaining a divorce or property settlement. Owning a home makes thtstloreacostly and

therefore we may expect to see unilateral divorce lead to a rise in homesloyes leaving without a

1% Regressions available from the author.
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property division is no longer a potentially beneficial option (a spouse who wantsdalaalways
get a divorce under unilateral divorce).

The census identifies whether a couple lives in a rental unit or a homeethatuh. | use an
indicator variable for home ownership as my dependent variable. The edtouaftcients represent
a relatively precise zero: there appears to be no effect on home ownershipg éattiols for no-fault
property settlement and type of property settlement laws has littlet effi this coefficient.

Table 3 considers whether the effect of unilateral divorce varies dependinguwrérlying
laws regarding property division in a state. Panel A of Table 3 follows Gray (iBa@8iing whether
the effect of unilateral divorce depends on whether the state has eqdiveite, community
property, or common law property division laws. Recall that in equitableativisates judges have
more discretion in property allocation than they do in either common law or catyiproperty states.
Additionally, community property states are viewed as transferring assets to women in divorce
settlements than in common law property division states since assets bendisproportionately held
in the husband’s nanf&. Since the property division laws determine how the assets are divided upon
divorce we might expect the effect of unilateral divorce to vary based ondleeying property
division. Similarly, we might expect that whether or not fault is relevant ipribgerty settlement may
affect the impact of unilateral divorce on investment in marriageifgpeapital or might
independently affect such investment. The bottom Panel of Table 3 reportdeseff@cts for
unilateral divorce with no-fault property division and unilateral divorddaut no-fault property
division, as well as the independent effect of adopting no-fault propersyativi

It should be noted from Table 1 that in parsing this effect out across the thresyptdopsion
regimes there are fewer state changes to identify the effeatsnstances, in community property
states, all states except Louisiana had unilateral divorce by 1973. Amongnodaw states, 4 states

changed their divorce laws to allow unrestricted unilateral divorce baAia, Florida, Georgia, and
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Rhode Island. The majority of the states, 29, follow equitable division which hadsidtatee their
divorce law to allow unilateral divorce prior to 1970, 17 that changed between 1970 andntioB0, a
that had not adopted unilateral divorce by 1980.

Panel A of Table 3 reports coefficients on unilateral divorce for all ogs@uoross the
different forms of property division (direct effects are not shown as only Hta¢ées changed from one
regime to another during this period, however they are included as controls). Fai spppsrt of
education there is a statistically significant decrease of 2meg® points in equitable division states
that adopt unilateral divorce and a decrease of 1 percentage point in coppnogtrty laws that
adopt unilateral divorce. In common law states that adopt unilateral diereeis a weakly
significant increase in the probability of supporting a spouse’s educationn Beveaveat that this
coefficient reflects only a small number of changes these resultskast suggestive. Panel B shows
a statistically significant decrease in the likelihood of supportimmpase’s education in states with
unrestricted unilateral divorce that both did and did not remove fault as a catisiden property
settlement. While the estimated coefficient is slightly largesfates that adopted unilateral divorce
and no-fault property settlement, the two coefficients are not staligtignificantly different from
each other. There is no significant effect stemming from the adoption of h@fapérty settlement.

The next two columns show the results for the probability that both members of aa@uple
employed full-time and that the wife is employed. Panel A shows that in Is®h ttee coefficient on
unilateral divorce is slightly higher in community property states, butaksgsrof the underlying
property division laws unilateral divorce leads to greater female emptayamd less household
specialization for newlywed coupl&s.Panel B shows an increased likelihood of dual-full-time couples
and wives working stemming from unilateral divorce in both fault and no-fault pycgettlement

states, with the estimated coefficient larger in the latte®,oget we cannot reject that the two

2 Gray (1998), p. 630.
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coefficients are the same. There is no discernable effect on spéicialstamming from the adoption
of no-fault property division laws.

The fourth column looks at the impact of unilateral divorce and property divesisndn
fertility. Panel A shows a decrease in fertility stemming from the amopf unilateral divorce laws
under all three of the property reform laws. However, while the effect in blgudavision and
community property laws are statistically significant and of similagmitude, the effect in common
law states is insignificant. Turning to Panel B, we see that unilatgtatdileads to a decrease in
fertility under both fault and no-fault property settlement. In the latter tbescoefficient is not
significant, but the two coefficients are jointly significant and ndtssieally significantly different
from one another. Again, we see no discernable effect stemming from theoaddpto-fault property
division laws.

Finally, the fifth column examines home ownership. Here we see a stdlfistignificant
increase in the likelihood of purchasing a home following unilateral divorce imaoaity property and
equitable division states and a decrease in the likelihood of home ownership inrctamnstates that
adopt unilateral divorce. In addition to the caveat about the identificativegstia Panel A, it is
worth noting that only one of the common law property division states removed faubrasidecation
in property settlements. The results in Panel B show no effect of the adoption @rahdatorce laws
on home ownership, but a statistically significant increase in home owmeats of 3 percentage
points in states that removed fault as a consideration for property divisiommJineme ownership
rates appear to be affected by the laws governing property division andettteoéfinilateral divorce

on home ownership is quite sensitive to the underlying laws governing propesigmlivi

%I These results differ from those found in Gray @9%@r all married women. Stevenson (2006) demares that the
results in Gray (1998) are sensitive to controlfiogthe number of years married.
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5. Conclusion

By changing the rules governing the end of a marriage, divorce laws have theaptieftect
many aspects of married life. Previous research has demonstrated tof effélateral divorce on
marriage and divorce rates, household bargaining, and the adult outcomes fenchikkd in
unilateral divorce states. This paper contributes to that literayudemonstrating how divorce law
changes behavior in the early years of marriage.

People invest in their marriages to the extent that they expectarsaytintact, or the extent
to which their partners can credibly commit to sharing the fruits of suchktmeats. Weakening the
marriage contract by making it easier for someone to exit the mactiagges the incentive to invest
the marriage. Furthermore, changing the bargaining relationship has theaptantpact both how
much and which investments occurs.

Investment in marriage-specific capital appears to be affectdtebggal regime governing the
right to divorce. The empirical evidence demonstrates that a switcHatetati divorce reduces
couples’ willingness to make substantial investments early in theirager Couples are less likely to
have children in the first two years, are less likely to support eachsateentially through school,
and are more likely to have two full-time workers in the labor force and gfeatate labor force
participation. Some of these investments may simply be being postponed, whenwdigenever be
made. Furthermore, these results are largely invariant to the laesgayproperty division. The
exception is home ownership where the removal of fault in property setteapégars to encourage

home ownership in the early years of a marriage.
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Table1: Year of Introduction of Divorce Laws by State*

Unilateral Property Settlement Law Property Division

No-fault

Alabama 1971 Common law

Alaska 1935 Equitable distribution
Arizona 1973 Community Property
Arkansas Equitable distribution
California 1970 Community Property
Colorado 1972 Equitable distribution
Connecticut 1973 Equitable distribution
Delaware 1968 Equitable distribution
DC Equitable distribution
Florida 1971 Common law

Georgia 1973 Common law

Hawaii 1972 Equitable distribution
Idaho 1971 Community Property
lllinois Equitable distribution
Indiana 1973 Equitable distribution
lowa 1970 Equitable distribution
Kansas 1969 Equitable distribution
Kentucky 1972 Equitable distribution
Louisiana Community Property
Maine 1973 Equitable distribution
Maryland Common law

Massachusetts 1975 Common law

Michigan 1972 Equitable distribution
Minnesota 1974 Equitable distribution
Mississippi Common law

Missouri Common laf

1974
1973
1979
1970
1971

1974
1986

1960
1990
1977
1973

1972
1990

1985

1974

No-fault

Unilateral Property Settlement Law Property Division

Montana
Nebraska
Nevada

New Hampshire 1971

New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

1973  Common faw
1972  Equéabstribution
1967 Community Ertyp
Equitable distribution
Equitableitistion
1933  ComityProperty
Common law
Comniaw
1971  Equigbistribution
Common law
1953  Equitable distribution
1971  Equitabiribution
Common law
1975 Camriaw
Comrfem
1985  [Eaple distribution
Common law
1970 Community Prope
1987  Equitable distribnti
Equitabletdimition
Common law
1973  Community Property
Common law
1978  Equieattistribution
1977  Equitable distribution

1975
1972
1973

1980
1976

978
1971

1987

1973

1977

! Source: Property division types are from Gray @)9¥ear of unilateral divorce is from Gruber (2D0¥ear of no-fault divorce is from Ellman & Loht$98).

2 Changed to equitable division in 1976.
% Changed to equitable division in 1974.
* Changed to equitable division in 1974.
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Table2
Divorce Laws Impact on Marital I nvestments of Newlyweds

Dependent Variable Mean (1) (2) (3) (4)
Student Spouse Supported  10%  -.013" -011" -011" -.009"
(working, student couple) (.003) (.003) (.003) (.003)
Both Employed Full-Time 25%  .017" 022" 022" .026™
(.007) (.007) (.007) (.007)
Wife Employed 52%  .015 025" 028" 024"
(.006) (.007) (.007) (.007)
Have Child(ren) 31%  -008  -.017 -.019" -.024"
(.008) (.008) (.008) (.009)
Own Home 31% .007 .010 .010 .002
(.007) (.008) (.008) (.008)
Controls
State, year, gender, years of X X X X
marriage
Demographic controls by sex X X X

(race, ethnicity, age,
educatior)), metro status

Spouses demographic X X
controls (age, education, race

by sex)

No-fault property division X
Type of property division law X

(equitable division, common
law, community property)

FEFFE

., and’ indicate statistically discernible from zero a tt%, 5% and 10% levels, respectively.
Source: 1970 and 1980 Censuses of Population, IBJRIg)gles and Sobek 1997).

Notes: Probit regressions, evaluated at the cefirminvolve 329,952 observations and standardscare
clustered at the level of state*year of censuscellample includes individuals and their spouses/hom
both spouses are in their first marriage and boghatleast 18 years old. Race includes a dummighlas
for black and asian. Ethnicity is a dummy varigioleHispanic. Age is a saturated set of dummyalaés
for 9 age categories. Education includes dummiaktes for high school graduate, some college, and
college. Metro status is a saturated set of duwaniables.

! Education is not controlled for in the regressiessmating the effect of unilateral divorce on wgal
support of education.

Tables 2



Table3

Divorce and Property Division Laws I mpact on Marital I nvestments of Newlyweds

Student Both Wife Have Own Home
Spouse Employed Employed Child(ren)
Panel A Supported  Full-Time
Unilateral -.018™ 014 021 -.023™ 018"
divorce*equitable  ( 0p4) (.008) (.008) (.010) (.008)
division
Unilateral 010 016 .030™ -.007 -.046™
Idlvorce*common (.006) (.009) (.006) (.016) (.013)
aw
Unilateral ~ -008 .035™ .032™ -.018" 026™
divorce*community  ( oo5) (.012) (.010) (.009) (.009)
R-squared .018 .045 .080 152 .078
Panel B
Unilateral divorce -008 017" 023 _027 -.001
without no-fault (.004) (.008) (.007) (.010) (.009)
property division
Unilateral divorce  _gq3* 034 038™ -.014 013
with no-fault (.006) (.010) (.014) (.014) (.009)
property division
No-fault property -.006 -.002 -.001 .013 028™
division (.004) (.010) (.015) (.015) (.009)
R-squared 018 045 .080 152 078

FEFFE

Source: 1970 and 1980 Censuses of Population, IBJRIg)gles and Sobek 1997).
Notes: Regressions involve 329,952 observatiodsstandard errors are clustered at the level of
state*year of census cells. Individuals and tepouses include marriages in which both spouseis are
their first marriage and both are at least 18 yelts All regressions control for state and yesed
effects, a saturated set of dummy variables fordbke, ethnicity, and age, by sex, of both thevindial
and their spouse, and metro status. Education duvamigbles for high school graduate, some collegd,
college are included in the regressions for botpleyed full-time, wife-employed, children, and home

ownership. .

Tables 3

., and’ indicate statistically discernible from zero a tt%, 5% and 10% levels, respectively.





