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ABSTRACT

This paper investigates the effects of economic incentives on divorce and remarriage behavior.
Before December 1977, the Socia Security law entitled divorcees to claim auxiliary benefits on their
ex-spouse’ s record only if the marriage lasted at least 20 years. One of the 1977 amendments of the
Socid Security rules shortened the minimum duration of an “eligible” marriage to ten years. Following
the passage of the law, we find that the divorce rate at nine years of marriage decreased relative to a
control group. However, there is not strong evidence of a corresponding increase in the divorce rate at
ten years of marriage. We aso find no evidence that the new claim on future Socia Security benefits

affected divorced women's remarriage probability in the predicted way.

"We can never insure one-hundred percent of the population against one-hundred percent of
the hazards and vicissitudes of life. But we have tried to frame alaw which will give some measure of
protection to the average citizen and to his family againgt the loss of ajob and against poverty-ridden
old age" Franklin D. Roosevelt’s Presidential Address, August 14, 1935.

“Imagine a Retirement Program that...grants people who signed divorce papers after being
married nine years and eleven months hundreds of thousands of dollars less than those who waited
another month to divorce.” Steuerle and Favreault, November 2002, Socia Security For Yesterday's

Family.

“Dear Ann Landers: Y ou would do your readers a great service if you called to their attention
thenew Socia Security law (effective Jan. 1, 1979) which ...reduces from 20 years to 10 years the
time that a divorced person need have been married in order to claim benefits based on the ex-spouse's
earnings.” Landers, Ann. 1978. “Dear Ann Landers.” The Washington Post, April 7. Style
Section: C16.



1. INTRODUCTION

Many of the reforms ingtituted as part of the 1977 Amendments to the Socia Security Act
reflected a concern about whether program rules were keeping pace with modern demographic trends,
aconcern that till exists today. In particular, prior to the reforms, one could claim Socid Security
benefits on an ex-spouse’ s earnings record only if the marriage lasted at least 20 years. The 1977
amendments reduced the minimum duration of an eligible marriage to ten years. The law change
intended to provide a safety net for the increasing numbers of divorced women entering retirement. A
possible unintended conseguence of the legidation, however, is that the retirement population would be
composed of greater numbers of divorced women, a group with a disproportionately high poverty rate.
This could happen if the law change increased divorce rates or lowered remarriage rates among
divorced women.

This study investigates whether the exogenous 1977 change in the Socia Security rules on
post-marriage benefits affected the divorce and the remarriage decisions of women. In particular, we
ask whether the lower duration of an eligible marriage atered divorce behavior and whether a new
claim on future Social Security benefits changed the remarriage behavior of divorced women?

While the law intends to target benefits toward those with the most need, it reflects the classic
tradeoff in program design by introducing the potentia to distort behavior. While arelatively large
literature investigates the effect of government programs on marriage and divorce decisions, to our
knowledge, thisisthe first paper to consider this particular rule in Socia Security. Theoreticaly,
Becker, Landes and Michagl (1977) argue that individuals compare the costs and benefits of marriage
relaive to being single and choose to be unmarried if the utility from being single is greater than that of

being married. To support this theory, there is growing evidence that the implicit penalties or subsidies



provided by government programs influence propensities and timing of divorce and marriage* For
example, while Alm and Whittington (1997), Soquist and Waker (1995), and Gelardi (1996) find that
couples with high marriage pendties are more likely to delay marriage into the following tax year, Alm
and Whittington (1997) find no evidence that taxes influence the timing of divorce. The literature on
Socia Security and marriage is more scarce, dthough at least two papers find that widow(er)s respond
to Socia Security (Brien, Dickert-Conlin and Weaver, forthcoming) and the Canadian Income Security
system (Baker, Hanna and Kantarevic, forthcoming) by delaying or avoiding marriage to prevent losing
a clam on widow benefits. The present study is one of only afew to address the effect of Social
Security rules on family structure decisions.

With the evolution of divorce as a common family event in the U.S., understanding the
interaction between Socia Security and divorce decisionsis particularly relevant.? Butricaand lams
(1999) find, for the 1931 to 1935 birth cohort, that 11 percent of the women entering retirement are
divorced, and they project an increase to 19 percent over the next 20 years. Divorced women are a
particularly economically vulnerable group, facing ahigh risk of poverty in their later years- Anzick
and Weaver (2001) show that 20.4 percent of divorced elderly women are poor as compared to 4.3
percent for married women.

Using data from the Nationa Vital Statistics System, 1980 Census, and June supplements of
the Current Population Survey (CPS), we exploit the 1977 law change to identify the effect of Socia
Security benefits on divorce behavior and remarriage. Following the passage of the law, we find that
the divorce rate at nine years of marriage decreased relative to a control group as we might predict
because of the benefit of having aten year marriage. However, there is not strong evidence of a

corresponding increase in the divorce rate at ten years of marriage. We adso find no evidence that the

! See Alm, Dickert-Conlin and Whittington (1999) for areview regarding tax and transfer programs. Moffitt (1998)
provides a survey focused on the welfare literature.



new claim on future Socia Security benefits provided by the 1977 law affected divorced women's
remarriage probability in the predicted way.

Section 2 of the paper describes the divorce and remarriage rules of the Socia Security
program and their predicted effects on divorce and remarriage behavior. Section 3 presents empirica
results on divorce behavior; and Section 4 estimates the effect of the Social Security rules on

remarriage behavior. Section 5 concludes our study and outlines future research.

2. Institutional Details of the Social Security Program: Divorce and Remarriage

Retired workers receive Socia Security benefits if they accumulated at least ten years
of covered earnings over their work lives (U.S. Social Security Administration, 2001). Benefits are
based upon a primary insurance amount (PIA) computed from their average indexed monthly earnings.
One may aso be eigible for Socid Security “auxiliary benefits’ as the spouse or ex-spouse of a
covered worker. In practice, these benefits accrue almost entirely to women (see Table 5.A1in U.S.
Socia Security Administration, 2001). To be digible as an ex-spouse, the law requires that the
marriage lasted at least ten years. A marriage lasting any amount less than ten years does not
generate benefits for the divorced spouse. If the marriage qualifies under the ten year rule, the
benefits are identical to those a spouse collects. Spousal benefits are equal to one-half of the
husband’s PIA upon reaching normal retirement age, or an actuarialy reduced benefit if the claim is
made before the normal retirement age. Spousal benefits are even more generous if the spouse or ex-
spouse dies and they become survivor benefits. A woman can claim survivor benefits at an earlier age
than the spousal benefits and survivor benefits are paid at a higher rate (potentially equal to 100 percent

of the PIA).

2 Theratio of divorces to marriagesin agiven year hasincreased from 0.23 in 1950 to 0.49 in 1996 (2001 Statistical
Abstract of the U.S., Table 68).



Spousal benefits are relevant even for women who themselves worked under covered
employment. After computing auxiliary benefits based on each eligible marriage, SSA compares the
woman's retired-worker benefits with the highest spousal or survivor benefit available® If these
auxiliary benefits are higher than her retired-worker benefits, she is considered dually entitled, and SSA
supplements her worker benefits to make them equal to the auxiliary benefits sheis entitled to. If the
retired-worker benefits are larger, the woman will not receive any auxiliary benefits.

Eligibility for divorced spouse benefits terminate if the woman remarries (and remains
remarried), but surviving divorce spouse benefits are payable if the remarriage occurs at age 60 or
later.* A divorced woman's claim is unaffected by the remarriage of her ex-husband.

The current requirement that a marriage last at least ten years for awoman to be eligible was
passed as part of the 1977 Amendments to the Socia Security Act. The main provisions of the 1977
bill (in effect since January 1979) addressed the financing problems of the program (Myers, 1993).
However, rising divorce rates in the 1960s and 1970s prompted the switch from a 20 to a ten-year
minimum marriage. The change in the Socia Security benefits was designed to help the increasing
number of people divorcing after fewer years of marriage. The law applied to all existing divorced
persons, not just those divorces that occurred after the law.

The 1977 law change provided women with ten to nineteen years of marriage with aclaim on
afuture stream of income based on the ex-husband’ swork record if the marriage endsin divorce. We
predict that the higher permanent income outside of marriage should increase the divorce rate within
thisgroup.” In contrast, the 1977 law increased the gains to remaining married for the group of women

married for fewer than ten years. Prolonging the marriage to reach the tenth anniversary now provides

% In practice, few divorced women age 62 or more had two or more marriages lasting at least ten years.

* Prior to 1984, the remarriage of asurviving divorced spouse terminated her benefits,

® The effect of the program rules on divorce may work through either the propensity to divorce or the timing of
thedivorce. Clearly there are different welfareimplicationsif a couple is deciding whether or not to divorce or



potentialy high rewards. We argue that is more costly to postpone a divorce that is further from the
ten-year threshold. Living in an unhappy marriage and deferring the search for a new partner are
examples of such costs that increase with a longer “waiting” period.

The change in the law aso has implications for remarriage behavior. The law gives divorced
women married at least ten years a claim on guaranteed future Socia Security benefits and therefore
increases their expected gains from being single. We predict that, everything else equal, the higher
future wealth makes a divorced woman in this group less likely to remarry under the new law.

To give a sense of the number of women for whom the claim to an ex-spouse’ s benefit is
relevant, Butrica and lams (2000) estimate, using Socid Security Administration data, 12 percent of
women reaching the normal retirement age between 1996 and 2000 were divorced, and predict that this
figure will increase to 20 percent in the next twenty years. In addition, 46 percent of divorced women

born in the years 1931 through 1935 receive some sort of auxiliary benefits at age 67.°

3. DIVORCE BEHAVIOR
3.1 Data and I dentification Strategy

We use the 1977 law change as a natural experiment to identify an effect of changing financia
incentives on divorce behavior. We define the period after the law change as any year after 1977.
Although the law was not effective until 1979, the law passed in 1977 and marriages that ended in 1978
would be eligible for the full benefits described in the law, beginning in 1979. In addition, the law was
publicized in 1978 in places like Ann Lander’ s (1978) newspaper column and a front-page article of the

Washington Post (Rich, 1978), so we assume that 1978 represents the “ after” period.

simply when to divorce. This study does not attempt to disentangl e the two effects but, at |east with respect to
behavioral responses to taxation, Slemrod (1990) suggests that timing is the highest order effect.
® They estimate 13 percent receiving only auxiliary benefits and the remaining 33 percent as dually entitled.



Asafirst step in considering the question of whether the law affects divorce decisions, we
look at the number of divorces by duration of marriage from the Vital Statistics (VS) data for the
United States. The V'S, compiled by the National Center for Hedlth Statistics, contains information
from divorce certificates collected at the state level in the United States for every year from 1968 to
1995.” It isarandom sample of records in some states and the entire universe of recordsin other
states.® Only about half of all states participated in the divorce reporting. A typical record contains the
date of divorce (month and year), the date of marriage (month and year), state of divorce, and
information on both spouses, including their marita and fertility history. Figure 1 shows the average
divorce counts by marriage duration in multi-year, calendar time intervals. Figures 2 and 3 highlight
marriage durations of particular interest from Figure 1. We include 1978, the year after the law was
passed, separately, in case there is a one time effect of the law change. For the purpose of
consistency we keep only divorces from first marriages in the 25 states that reported continuoudly from
1968 until 1995. This figure shows that the counts of divorces rose dramatically after the 1969 to 1972
period. The count numbers peaked in the 1979 to 1982 span and then fell dightly after that. Over time,
the distribution shifted toward shorter marriage durations.

With respect to our hypotheses, Figures 1, 2 and 3 illustrate a number of things. There are no
dramatic declines in the number of divorces at a marriage duration of nine years, with a corresponding
increase at 10 years after the 1977 law change. In 1978, there is some evidence of arelatively low
number of divorces after nine year marriages, but there is no obvious increase in the number of
divorces after 10 years in subsequent years. Prior to the law change in 1978, we might expect fewer
divorces after 19 years of marriage and more divorces after 20 years of marriage, if womenwaited to

secure a claim to spousal benefits before divorces. However, no such pattern existsin the data. As

" Funding ended for this project after 1995.



the Figures 1 and 3 illustrate, there are so few divorces that occur around 20 years of marriage
duration, that we focus the remainder of our andysis on the implication of the law around ten year
marriages.

The datain the figures may not fully capture the environment, because they fail to account for
the number of marriage at risk of divorce and other secular and demographic trends. Our more formal
empirica analysis relies on identification through a treatment and control setting. We assume that
some set of marriages are unaffected by the law change (control group) and another set of marriages
are affected by the law change (treatment group). To cleanly isolate an effect of the law, we look for
trestment and control groups that are equivalent, conditional on observables, except for the law change.
Ultimately, we choose seventyear marriages as our control group and nine and ten year marriages as
our treatment groups. Severryear marriages are likely to serve as a good control group because the
costs of delaying divorce three years to guarantee a claim on future Social Security benefits are likdy
to be prohibitively high, so the sevenryear marriages are unlikely to be affected by the 1977 law
change. We choose marriages of nine years and marriages of ten years as our treatment groups
because, conditional on unobservables, these marriages should be similar to sevenyear marriages and
we have clear predictions about how these marriages should be affected by the law. Relativeto
marriages of seven year duration, we expect a decrease in marriages ending after nine years and an
increase in marriages ending after 10 years.

Statistically reliable estimates based on single year marriage durations in single calendar years

require very large data on divorces, such as those found in the VS.? Unfortunately, these data are not

8 Each record represents one divorce and is weighted based on the sampling rate of the reporting area. The
information regarding the divorce and the spouses is obtained from the certificate of the granted divorce. Marital
history includes the number of marriages for both spouses. In al our analyses, we use appropriate weights.

° We experimented with the June CPS, which hasretrospective marital histories, but the data were very noisy at
the single calendar year, single marital duration level.



rich in other observables. Only age and state are consistently reported, while education, number of
marriages, and number of children are not.

We estimate the population at risk of divorce and create divorce rates using the 5 percent 1980
Census public-use microdata sample.’® These Census data contain records for a sample of households,
with information on the characteristics of each unit and the peopleinit. We restrict the analysis of
divorce rates to divorces following afirst marriage because these are the only marriages in the 1980
Census for which we can reliably estimate duration.™* From this, we estimate the number of existing
first marriages in 1980, by marriage duration and by wife's age. (Y ES to the comment) Then, by
subtracting out the divorce counts taken from VS, we estimate the yearly counts of married couplesin
the years following 1980 by duration of marriage and wife's age.™® Similarly, we add in divorce counts
to estimate the counts of married couplesin the years before 1980. * We restrict our Census data to
the states included in the divorce reporting area and match the Census denominator with the VS
numerator by marriage duration and the wife's age to estimate the yearly divorce rates.

Our method of estimating the divorce rates has certain disadvantages. First, because the
Census is not retrospective we could not create rates by number of children, which is potentialy
relevant when making a divorce decison. Second, we lack information on Socid Security digibility
from Census or VS data. Therefore, our identification of an effect of the law relies on the difference
of the divorce rates between the control and the treatment groups.

The remainder of our divorce rate analysis considers only the years 1973 to 1982 in order to

minimize the effect of large secular changes in divorce attitudes. This choice increases the number of

9 The 1990 Census did not contain marital history information and the 1970 Census is further from our period of
interest than the 1980 Census, so we limit our analysisto estimates from the 1980 Census.

™ The 1980 Census only asked married respondents to report the month and year their first marriage began.

2 \We cannot identify widowhood in our Census sample, but we do not expect any correlation with the law
change, hence no induced biasin the results.

3 For example, to estimate the number of women age 36 and married for 11 yearsin 1981, we start with the counts
of women age 35 and married for 10 yearsin 1980 and subtract the divorces of women age 35 and married for 10
yearsin 1980.



states in our sample to 28, and minimizes some of the issues of projecting estimates of the number of
marriages from a single cross section of marriages (1980).

Figure 4 presents the trend of divorce rates for our durations of interest during the period 1973
to 1982. We see an increase in the divorce rate of the control group, the sevenyear long marriages.
We aso see an increase in the divorce rate of the women married for both nine and ten years following
the law change. However, the smaller increase in the divorce rate of the women married nine years
may suggest that some women delay their divorce decision until the marriage becomes eligible for

auxiliary benefits. We investigate this in the next subsection.

3.2 Results

For our more formal empirical analysis, we create divorce rates by five age categories: 19to
32; 33t0 42; 43t0 52; 53 to 62 and over 62. Five age groups over ten years of data yields 50
observations in each of the trestment groups and the control group. Table 1 presents the divorce rates
for the treatment and control groups in the years before and after the law change. The first column
shows the divorce rate before the 1977 law change and the second column shows the divorce rate
after the 1977 law change. The third column shows the differences within groups over time and the
last column shows the differences in differences between the groups.

One concern with the 1973 to 1982 time frame is that the treatment and control groups do not
differ smply by the law change but by other unobservable changes over time. It isnot clear in which
way this might bias our results. To address thisissue, we also perform our analysis on the year
immediately before the law was passed 1977 and the year after the law was passed, 1978, under the
assumption that the only difference between the control and treatment groups is the law change. This

restriction leaves us with only ten observations in each of the treatment groups and the control group.



Panel A considers al years between 1973 and 1982 and Panel B considers only 1977 and
1978. Wefind that the divorce rate for the control group of 7-year marriages increased over this
period by 0.36 percentage points (from 1.16 percent to 1.52 percent). The divorce rate for the 9-year
marriage treatment group aso increased over this period by 0.33 percentage points (from 0.95 percent
t0 1.28). Our first estimate of the effect of the 1977 law change is that it lowered the divorce rate at
nine years by 0.03 (0.33-0.36) percentage points. Women for whom the benefits of delaying divorce
increased were less likely to divorce. However, with a standard error of 0.31, this differencein
differenceis not statistically significant. This effect is true in Panel B as well, where we show that the
probability of divorce decreased by 0.22 percentage points in the control group relative to the treatment
group. Again, this difference in difference is not statistically significant at standard levels.

The results are not as predicted when we use ten year marriages as our treatment group. We
expect that tenryear marriages might have higher dissolution rates after the law change, relative to the
control group. In panel A we show that the divorce rate after ten years of marriagesis higher by 0.21
percentage point in the years 1978 to 1982, relative to the years 1973 to 1977. Thisisasmaller
increase than the 0.36 percentage point increase experienced by the control group. Our preliminary
estimate of the effect of the 1977 law change on divorce rates at ten years of marriage is that it
lower ed, rather than raised, as predicted, the divorce rate by 0.15 percentage points. In these basic
comparisons, we find no evidence that the law change increased divorce among tenyear marriages
relative to our control group.

To drictly identify the effect of the law change, our estimation strategy assumes that the
treatment and control groups are observationally equivalent except for the effect of the 1977 law
change. Because of the lack of demographic detail in the VS data, we chose our treatment and control

groups in away that intends to control for differences. However, we now turn to regression analysis

10



to seeif other measurable factors such as age or year effects account for the differences we found in
Table 1.
To account for observable differences in the treatment and control groups, we estimate the

following Weighted Least Squares modd:
divorcerate, = R + B*treatment + RB,* after + R.* treatment* after + Xb, +e (1)

where divorce rate isthe yearly rate of divorce, treatment is a dummy that takes the value 1 if the

rate refers to the treatment group, t indicates the year of the dbservation and € isthe error term. The

variable after is adummy indicating the period after the law change. The coefficient of interestisb.

The interaction variable picks up any differential trends in divorce behavior between the treatment
group and the control group comparing the period before with the years after the law change. We

expect b, to be negative for the treatment group of women with nine years of marriage because the

1977 law should have made divorce less attractive for this group. Conversely, we expect this
coefficient to be positive for women with ten years of marriage because the 1977 law would make
divorce more attractive. The X vector contains single year effects, and dummies for the five different
age categories. We weight cell observations by the inverse of variance of the divorce rate.

Table 2 presents the results of the regression analysis. Again we consider two time periods:
one spanning 1973 to 1982 and one spanning just 1977 and 1978. First consider the results when the
group with nine years of marriage is the treatment group. The coefficient on the interaction term
between nine years of marriage and after the 1977 law change gives a measure of the average
difference in the probability of divorce among nine-year relative to sevenryear marriages after the 1977
law change. Confirming the resultsin Table 1, divorce rates are higher after the law change at seven
and nine years of marriage, but the increase was smaller for nine-year marriages relative to sevenyear

marriages. The coefficient on the interaction term (-0.08) is statistically significant at the 5 percent

11



level (standard error = 0.03) and suggests that the divorce rate at nine years of marriage increased by
0.08 percentage points less than the divorce rate for sevenyear marriages, following the 1977 law
change. Given that 0.95 percent of women with nine years of marriage were divorcing before the law
change, the coefficient implies that the 1977 law change is correlated with an 8.4 percent decrease in
the probability of divorcing in the ninth year of marriage.

In Column (3), we show the results when we restrict our sample to just 1977 and 1978. The
coefficient of interest is smaller in magnitude (-0.02) and not statistically significant (standard error =
0.07). The decline in significance reflects the tradeoff between more accurate identification of the
treatment effect and less precise estimates.

Columns (2) and (4) of Table 2 show the results of estimations in which women with ten years
of marriage are the treatment group. The control group is still women with seven years of marriage.
For the sample with the years 1973 to 1982, the estimated coefficient on the interaction between the
treatment group and after the law change is—0.09 and Statistically significant at the ten percent level.
The negative coefficient implies that the probability of divorce after the law change increases by an
amount |ess than that of the control group of sevenyear marriages, even after controlling for year and
age effects. Given that 0.99 percent of women with ten years of marriage were divorcing before the
law change, the coefficient implies that the 1977 law change was correlated with a 9 percent decrease
in the probability of divorcing at ten years of marriage. When we restrict the sample to 1977 and 1978
only, the coefficient on the interaction term has the expected sign (0.03) but is not Satisticaly

significant at standard levels.

3.3. Discussion
Overall, our results show that the divorce rate at nine years of marriage decreased following

the law that increased the rewards for maintaining a marriage for at least ten years. Also, therewas a



corresponding increase in the divorce rate at the ten-year marriage in the first year after the law went
into effect, but the estimation results were not Statistically significant. At bet, thisis weak evidencein
support of a behaviora response to the law. One possible explanation for finding little response to the
law isthat the financia incentivesin Social Security are too small to matter much in the divorce
decision. Much of the previous literature on the effect of taxes and transfers finds small effects of
these financial incentives on marriage behavior. In the case of Socia Security, the financial benefits of
waiting may be decades from the time the decision to divorce is being made. The fact that divorced
women start receiving the auxiliary benefits only at retirement places these “ divorce subsidies’ too far
into their future.

To get asense of how large the spousal benefits could be, consider a woman born in the cohort
1941-1945, approaching her 10th anniversary of her marriagein 1977. If sheretires at the norma
retirement age and receives the predicted benefits for a divorced women of her age, her monthly
benefitsin 1998 dollars will be between $659 and $1000, depending on whether her ex-spouse is dive
or not (Butricaand lams, 2000, Table 3). If these women live 17 additiona years beyond the time
when they begin collecting Socia Security,™* the present discounted value of their stream of spousal
benefits at the time of her divorce is between $21,370 and $28.475 in 2004 dollars. While this estimate
represents only a back of the envelope calculation, these numbers would seem to be a non-trivia
amount.

Another reason for finding wesk, if any, response to the law change is that people may not
know about the law. Casting some skepticism on this proposed reason is that the law change received
at least some media attention at the time. An April 1978 letter to Ann Landers (Landers, 1978) and a
front page Washington Post article (Rich, 1978) in January of the same year detailed the law change.

Most current books that advise women on the financial implications of a divorce give a clear

13



description of the ten-year-marriage rule governing Social Security benefits.™> However, in the event
that women rely on professiond advice, alawyer might focus the divorce financial recommendations
on matters like aimony and child support, ignoring the Socia Security benefits.

Findly, the value of the future Socia Security benefits may be quite low if women expect to
remarry and therefore acquire a claim to new auxiliary benefits or if women expect to rely on their
own worker benefits, not auxiliary benefits. The mgority of divorced women remarry eventually and
almost two thirds of the remarriages occur within three years from divorce™® In addition, Butricaand
lams (2000, Table 3) estimate around 50 percent of the divorced women retiring between 1996 and
2000 receive retired-worker benefits. They project the percentage to increase to 66 in the following

twenty-five years.

4. REMARRIAGE BEHAVIOR
4.1 Identification strategy

We adopt a difference in dif ference strategy to test whether a claim to a future stream of
Social Security benefits affects remarriage behavior. In this case, the divorced women previoudy
married for ten years received a claim to a future stream of income when the Socia Security law
changed in 1977. We use this group as our trestment group. However, women married only nine
years did not receive this claim to a future stream of income and so they serve as our control group.
Because results from the previous section suggest that the 1977 amendment may have affected the

decision of when to divorce, and therefore determine who isin the treatment and control groups after

 ife expectancy for atypical 65 year old of this generation is 19 years (Butricaand lams), athough divorced
women typically have lower life expectancies.

> “The American Bar Association Guide to Family Law” (The American Bar Association, 1996), “ Divorce for
Dummies’ (Ventura, Reed and Reed, 1998), and “Divorce Made E-Z” (Made E-Z, 2001), all have aclear and easy
to find description of the eligibility requirementsfor Social Security auxiliary benefits. The latter one specifically
cautions women who approach their 10" anniversary of the marriage to make sure the divorce becomes final after
the ten-year mark or lose substantial benefits.
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the law change, we restrict our analysis to women whose divorce occurred in 1976 and earlier. Our
prediction is that the divorced women previously married ten years remarry less under the new SSA
rules.

Again, we restrict our initial analysisto just nine-year versus ten-year old marriages because
we believe that conditional on observable differences like work history and income, these two groups
aresimilar. Inasengtivity test, we expand our control group to marriages of eight or nine years

duration and the trestment group to ten or 11 years duration.

4.2 Data

For this andlysis we pool the 1980, 1985, 1990, and 1995 June CPSs. A CPS record has
demographic information on the respondent and the spouse, and, more importantly for our purpose, the
marital and fertility history of the respondent. The CPS questionnaire asks details on the respondent’s
first, second and last marriage; the individua reports the date of marriage, dates of separation and of
divorce, as well as the reason of ending each marriage.”’

For reasons of consistency across the four waves of the survey, we keep only the women
between 15 and 65 years of age. Because the law is dightly more complicated for women married
more than once, we restrict our sample to divorce spells following afirst marriage. We expand each
divorce spell observation and create the variable remarried that takes the value O for each year of the
divorce spell and 1 for the year when the spell ends in aremarriage, if any.

Table 3 shows that the treatment and control groups have similar characteristics, but the small
economic differences are statistically different. For example, marriages that ended after nine years,

relative to those that ended after ten years, are more likely to be women who are white, dightly

18 Authors' calculations from June CPS.
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younger, have younger children and have lower education. These differences are dl statistically
different, but, surprisingly, the duration of the divorce spells are not statistically different from one
another.

Figure 5 presents the remarriage rates (hazards) for the period 1973 to 1982 (we do not restrict
our regression analysis to these years, but we show these years just to be comparable with our divorce
andysis). Examining Figure 5, the law does not seem to have the predicted effect on remarriage. 1f
anything, the remarriage probability of a woman with aten or eleven year marriage is higher following

the law change, relative to the remarriage rate of nine year marriages.

4.3 Results

Our more formal analysis begins a difference in difference analysis smilar to Table 1. We see
from Table 4 that the probability of remarriage falls after 1977. In the control group of first marriages
that lasted nine years, the probability falls by 7.4 percentage points. And, in the treatment group of first
marriages that lasted ten years, the probability of remarriage falls by 6.5 percentage points. In contrast
to our predictions, the probability of remarriage after the law change fell by more for the control group.
However, the difference in difference is only 0.9 percentage points and is not statistically significant at
standard levels. We find smilar results when we expand our trestment and control groups to include

11 and eight year marriages.

! One of the concerns with the Current Population Surveysis the data quality because of their retrospective
nature. Goldstein (1999) argues that both marriages and divorces are underreported and there are many missing
responses imputed, yet using CPS for both numerator and denominator alleviates the severity of the problem.
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Because the presence of unmeasured demographic variables might be masking any effect of the
law, we also estimate the probability of remarriage with a linear probability regression modd.”® The

equation takes the form

remarried, =a +b, (10year). +b,(after). +b,(10year* after) +

it it

X, 'b, + b, (duration) + b, (durationz)it +e
where remarried takes the value O for each year of the divorce spell that the woman remains
unmarried and 1 for the year when the spell ends in aremarriage, if any; 10year indicates that the
observations is in the trestment group; after is adummy that takes the value 1 if the year of the
observation is 1978 or later; duration measures the length of the divorce spell in years; i indexes the
divorce spdlls, while t denotes the year; and € isthe error term. The other covariates in the vector X
include the respondent’ s age in years, a dummy for whether or not the woman is white, the number of

children 6 and younger, and the number of children 18 and younger. The coefficient of interest ison

the interaction term between 10year * after, b, which we predict will be negative if the clam to a

future stream of income reduces the remarriage probability for women.

The first column of Table 5 reports the results from the regression comparing 9-year marriages
with tenryear marriages. The coefficient of interest is a positive 0.012, which does not have the
expected sign, but is not tatistically significant. Next, we expand our sample: the treatment group now
contains divorced women previoudy married for ten or 11 years while divorced women previousy
married eight or nine years comprise the control group. The treatment and control groups are less
likely to be identical on unobservable characterigtics, but we gain from an increased sample size. In
contrast to our predictions, the key coefficient is now 0.013 and becomes statistically significant at the

five percent level.

8 \We find similar results with a maximumlikelihood complementary log-log model. Complementary log-log
analysisis an alternative to probit and logit analysis but is unlike these other estimators in that the transformation
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Most of the estimates of the covariates have the expected sign in all specifications. Older
women are less likely to remarry, and the presence of minor children decreases the chances of
remarriage. WWomen with some college education, relative to women with a high school education aso

remarry less, possibly because the education gives them more financia independence.

4.4 Discussion

Our remarriage analysis suggests that a claim to future Socia Security benefits did not
decrease the probability that women remarry. Asin the divorce case, we expect that the reasons why
people do not respond to these incentives in the expected way may be that women are not familiar with
the law, the present discounted vaue of the benefit islow at the time of remarriage decisions, or

women are more likely to rely on their own work history than that of their ex-spouse.

5. Conclusion

Overal, the Socid Security “divorce subsidy” provided by the 1977 law change seems not to
distort the marriage behavior in a systematic way. The program rules do not seem to have large
behavioral effects on divorce or remarriage. With respect to divorce behavior, this finding is consistent
with other work on taxes and the timing of divorce (Alm and Whittington, 1997). It may smply be that
the timing of exiting a marriage is not sengitive to financial incentives. Whatever the reason, this
finding has important implications for Sociad Security policy: legidative options to change the duration of
marriage requirement are unlikely to encourage divorce or discourage remarriage.

Our results and the quote at the beginning of the paper suggest that the criticism of the current
Social Security system on an equity basis may be the appropriate margin of criticism. There are clearly

equity issues that are difficult to reconcile with the fact that an additional month of marriage for

isnot symmetric. Thismodel istypically used when the non-zero outcomeisrare.
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someone married nine years and eleven months is the difference between a claim on Socia Security
and none.

In spite of not finding an effect of these financia incentives on marriage behavior, the
incentives might trigger other responses like changes in the labor supply of the igible divorced women.

Thisisatopic for future research.
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Tablel

Divorce rates per 100 women
(Standard Errorsin parenthesis)

Pre-1977 amendment years are 1973 to 1977.

Pre-1977 Post-1977 Difference Difference-in-
amendment amendment differences
@ 2 2-(1 (Treatment-
Contral)
Panel A

Post-1977 amendment years are 1978 to 1982.

N=50 in each group

A. Control group 116 152 0.36
7-year old marriages (0.19) (0.17) (0.23)
B. Treatment group 0.95 128 0.33 -0.03
9-year old marriages (0.19) (0.16) (0.95) (0.31)
C. Treatment group 0.99 121 021 -0.15
10-year old marriages (0.12) (0.16) (0.20) (0.30)
Panel B
Pre-1977 amendment year is 1977. Post-1977 amendment year is 1978.
N= 10 in each group
D. Control group 117 151 0.34
7-year old marriages (0.41) (0.41) (0.58)
E. Treatment group 0.99 111 0.12 -0.22
9-year old marriages (0.34) (0.37) (0.51) (0.77)
F. Treatment group 1.00 113 0.13 -0.21
10-year old marriages (0.31) (0.37) (0.49) (0.75)

Source: Vital Statistics and 1980 Census. Standard errors in parentheses.
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Table2

Dependent Variableisthe Divorcerate

Control Group is7 year marriages

1973-1982 1977-1978
Treatment Group: Treatment Group:
9 Years 10 Years 9 Years 10 Years
@ ) ©) 4
-0.25x** -0.27x** -0.34x** -0.36***
Treatment (0.02) (0.03) (0.04) (0.09)
0.22*** 0.26*** 0.20*** 0.20***
After 1977 Law Change (0.04) (0.04) (0.05) (0.04)
Treatment* After 1977 -0.08** -0.09** -0.02 0.03
Law Change (0.03) (0.04) (0.07) (0.06)
218 ** 2.09*** 219 ** 2.12%**
19 to 32 years old (0.19) (0.19) (0.29) (0.26)
1.20%** 1.13x** 1.24x** 1.13***
3310 42 years old (0.14) (0.149) (0.30) (0.26)
0.84*** 0.79*** 0.91** 0.81**
43 to 52 years old (0.15) (0.15) (0.32) (0.28)
0.49** 0.38** 0.49 043
53 to 62 years old (0.16) (0.17) (0.35) (0.31)
'0.35*** _0.35***
1973 (0.03) (0.03)
-0.25x** -0.25%**
1974 (0.03) (0.04)
-0.11x** -0.17x**
1975 (0.03) (0.04)
-0.05 -0.05
1976 (0.03) (0.04)
0.20*** 0.15
1979 (0.03) (0.03)
0.20*** 0.17%**
1980 (0.03) (0.03)
0.29%** 0.26***
1981 (0.03) (0.04)
0.08** 0.04
1982 (0.03) (0.04)
0.29* 0.37** 0.31 0.39
Constant (0.16) (0.15) (0.29) (0.26)
R 0.97 0.98 0.84 0.82

Source: Vita Statistics and 1980 Census.

Notes: Omitted age category in columns 1 and 2 is “over 62 yearsold’. We omit dummy

variables for the years 1977 and 1978.
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Means and Standard Deviations of First Divor ces beginning before 1977

Table3

9 year 10 year 8 and 9 year 10and 11
marriages marriages marriages year

marriages
Percent White (1 if white, O otherwise) 0.822 0.804 0.810 0.797
(0.382) (0.397) (0.392) (0.403)
Age (in years) 37.042 38.029 36.418 38411
(7.653) (7.678) (7.773) (7.512)
Number of Children younger than 6 0.671 0.613 0.718 0577
(1.119) (1.114) (1.149) (1.079)
Number of Children younger than 18 2555 2.631 2530 2.652
(1.879) (2.035) (1.888) (2.023)
Percent with less than high-school 0.214 0.198 0.204 0.227
(0.410) (0.398) (0.403) (0419
Percent with more than high-school 0.550 0.606 0.569 0584
(0.498) (0.489) (0.495) (0.493)
Duration of divorce spell (in years) 7.693 7.736 7.793 7571
(6.572) (6.636) (6.800) (6.526)
Percent in 1985 CPS 0.244 0.293 0.258 0.275
(0.429) (0.455) (0.438) (0.447)
Percent in 1990 CPS 0.231 0.250 0.231 0.245
(0.422) (0433) (0.422) (0.430)
Percent in 1995 CPS 0.214 0.191 0.207 0.221
(0.410) (0.393) (0.406) (0.415)
N 6836 6489 14107 11950

Source: Authors caculations from the 1980, 1985, 1990 and 1995 June CPSs.
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Table4
Remarriage Probability for First Divor ces beginning before 1977

Pre-1977 Post-1977 Difference Difference-in-
amendment amendment differences
@) ) - (Treatment-
Control)
Panel A
A. Control group 0.128 0.054 0074
9 year marriages (0.005) (0.005) (0.008)
(n=6836)
B. Treatment group 0.123 0.058 -0.065 0.009
10-year marriages (0.005) (0.005) (0.008) (0.011)
(n=6489)
Panel B
C. Control group 0.129 0.059 -0.070
8 and 9- year marriages (0.003) (0.003) (0.006)
(n=14107)
D. Treatment group 0.122 0.065 -0057 0.013
10 and 11-year old (0.004) (0.004) (0.006) (0.008)
marriages (n=11950)

Source: Authors caculations from the 1980, 1985, 1990 and 1995 June CPSs.
Notes. Standard errors in parentheses.
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Table5

Linear Probability

Dependent variable: Remarried = 1
First Divorces beginning before 1977

Treatment: 10 years of
marriage
Control: 9 years of marriage

Treatment: 10 and 11
years of marriage
Control: 8 and 9 years of

marriage
10-year marriages 0.004 0.007
(0.007) (0.005)
After law change -0.018** -0.010*
(0.008) (0.006)
(10-year marriages)* (After law change) 0.012 0.013*
(0.010) (0.007)
White (1 if white, O otherwise) 0.036*** 0.038***
(0.006) (0.004)
Age (in years) -0.008*** -0.007***
(0.001) (0.001)
Number of Children younger than 6 0.005 0.002
(0.003) (0.002)
Number of Children younger than 18 -0.006*** -0.005***
(0.002) (0.001)
More than high-school (dummy) 0.001 0.001
(0.009) (0.006)
Less than high-school (dummy) -0.018** -0.013**
(0.008) (0.005)
Duration of divorce spell (in years) -0.004*** -0.005***
(0.001) (0.001)
Duration of divorce spell squared 0.00019*** 0.00019***
(0.00004) (0.00003)
1985 June CPS Observation (dummy) -0.003 -0.010*
(0.007) (0.005)
1990 June CPS Observation (dummy) -0.009 -0.014**
(0.008) (0.006)
1995 June CPS Observation (dummy) -0.0001 -0.005
(0.008) (0.006)
Constant 0.400*** 0.378***
(0.025) (0.018)

Source: Authors calculations from the 1980, 1985, 1990 and 1995 June CPSs.

*k ok

Notes: Standard errors are reported in parentheses. Statidticaly sgnificant at the 1 percent leve (),
5 percent level (), and 10 percent level (7). We report robust standard errors and cluster on

individuals in the data more than once.
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Figurel
Average Counts of divor ces by marriage duration and calendar years
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Sources. Vit Statistics divorce records, 25 states continuoudy reporting over the period 1968-

1995

Figure 2

Average Counts of divorces by marriage duration and calendar years
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Figure3
Average Counts of divorces by marriage duration and calendar years
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Figure4
Divor cerates by marriage duration
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Figure5
Remarriage rates by duration of previous marriage
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