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Marriage Markets and Divorce Laws
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University of Chicago and the Centre for Economic Policy Research

This paper develops a model of search and learning in marriage markets to an-
alyze how a liberalization of divorce laws affects marriage market outcomes. In
particular we analyze how the move from mutual consent divorce to unilateral
divorce affects marriage rates, the composition of those who marry, and divorce
rates, under the assumption that households cannot reach Coasean bargains.
The analysis highlights the distinction between the effects on the existing stock
of married couples (a pipeline effect) and the effects on newly married couples
(a selection effect). Although unilateral divorce laws increase divorce rates for
those already married at the time of the law change, the change to unilateral
divorce can cause those married to be better matched than those previously
married under mutual consent divorce laws. Hence a change to unilateral di-
vorce can cause a fall in the steady-state divorce rate. The results help interpret
and reconcile much of the current empirical literature in this field.

1. Introduction
The nature of family life in America has changed dramatically over the past
fifty years. Fewer persons are marrying than ever before, those who marry do
so later in life, and more marriages are now broken by divorce than death.’
Understanding the cause and effects of these changes is important for a number
of reasons.

First, changing marital patterns have implications for individual behavior
over the life cycle, such as labor market attachment, savings, and fertility. Ag-
gregated across households, these changes will have considerable macroeco-
nomic implications. Second, the decline in marriage is of concern if marriage
is viewed as a good thing, in that there are positive private and social returns to
marriage. A large body of literature, summarized in Waite and Gallagher
(2000), indeed shows a robust correlation between being married and having
better health, earning higher wages, and accumulating more wealth.? Third, the
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1. These changes are documented in Popenoe (1993) and Grossbard-Shechtman (2003) for
example.

2. Relatedly, Akerlof (1998) shows that men who delay marriage or remain single are less
likely to be employed, tend to have lower incomes than married men and are more prone to crime
and drug use.
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rise in divorce is of concern if the well-being of divorcees and their children is
lower than in marriage. The empirical evidence, summarized in Amato and
Booth (1997), is consistent with this being true for most divorcees and their
children.?

This paper develops a model of search in marriage markets that provides
a basis for understanding how a reduction in the gains from marriage over
remaining single and a liberalization of divorce laws affect marriage markets.
I focus on three interdependent outcomes (i) marriage rates, (ii) the composition
of those who marry, and (iii) divorce rates. These outcomes have been at the
center of the empirical debate on how and why marriage markets have changed.
The model establishes the effects on each outcome and the relation between
them. This helps clarify, reinterpret, and reconcile much of the empirical
literature.

The model emphasizes the role of learning the benefits of marriage over
remaining single. I assume that individuals pass through two stages of learning.
When individuals first meet in the marriage market, they receive a signal of the
potential benefits from their marriage. This signal determines whether the
members of this couple are better off marrying or remaining single. The second
stage of learning occurs within marriage. Individuals update their prior beliefs
about the benefits of marriage by accumulating knowledge during marriage.
This determines whether an individual is better off remaining married or di-
vorcing. Divorce is thus an optimal response to new information received dur-
ing marriage.*

I first analyze the effects of a fall in the expected gains from marriage over
remaining single. This can occur, for example, because of less social value and
prestige being associated with marriage. The model generates a number of in-
tuitive results in this baseline case. First, as the expected gains from marriage
over remaining single fall, individuals become more selective in marriage deci-
sions—they need to receive a higher signal of the gains from marriage to prefer
to marry the individual they are matched with. This causes marriage rates to
fall. In the new steady state, the quality of the marginal marriage therefore rises,
in the sense that it has greater likelihood of remaining intact, all else equal.

The effect of a fall in the expected gains from marriage on divorce rates
therefore operates through two channels. First, among the existing stock of
married couples, marriages are more likely to end in divorce. This is referred
to as a pipeline effect. However, newly married couples are better matched than

3. However, Piketty (2003) suggests that parental conflict, not divorce per se, is the reason why
children who have been involved in divorce, do worse on a range of welfare measures compared to
children in intact households.

4. Search models in the labor literature have highlighted two types of learning. First, in models
of extensive or “on-the-job” search, separation occurs as workers reevaluate the value of the cur-
rent match as information about alternative matches becomes available. Becker et al. (1977) and
Mortensen (1988) model search in marriage markets in this way. Second, in models of intensive
search, separation can occur as workers learn about the match between their own characteristics
and those of their job. This paper follows Bougheas and Georgellis (1999) and Brien et al. (2002) in
analyzing learning about the current match, both before and within marriage.
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the existing stock of couples because the reservation marriage market signal has
risen. This is a selection effect. In steady state the effect these newly formed
couples have on the divorce rate dominates, so that the divorce rate falls overall.

The result emphasizes that empirical studies of the causal effect of any given
social change on divorce outcomes need to distinguish between the pipeline
and selection effects, which may move in opposite directions. Failure to do so
leads to biased estimation of parameters of interest, and a misinterpretation of
the evidence. In particular, social changes that cause the divorce rate to rise
in the short run, as captured in the pipeline effect, may be more than offset in
the long run, once the selection effects have worked through. The model is
then extended to allow for heterogeneous marriage market participants. This
provides a framework in which to understand the effects of divorce law
liberalization—in particular, the movement from mutual consent to unilateral
divorce that swept across America in the 1970s, a period widely referred to as
the “divorce revolution.”

As argued by Becker et al. (1977), if spouses can bargain efficiently,
the Coase theorem implies that moving from a mutual consent to a unilateral
divorce regime affects only the distribution of welfare within marriage, not
the incidence of divorce. However a growing body of empirical evidence—
discussed in detail later—suggests that marriage and divorce rates have been
affected by changes in divorce laws. This is inconsistent with spouses being
able to reach efficient bargains, as assumed in unitary (Becker, 1981) or Nash
bargaining (McElroy and Horney, 1981) models of household behavior.?

To consider the implications for the marriage market if households do not
reach efficient bargains, I assume that utility is nontransferable between
spouses. Moving from a mutual consent to a unilateral divorce regime then
has two opposing effects on the incentives to marry. On the one hand, indi-
viduals now know they cannot be stuck in a marriage they would prefer to
leave. On the other hand, they may be in a marriage in which they prefer
to stay but their spouse prefers to leave. By establishing the conditions under
which the value of marriage is higher under a mutual consent regime than un-
der unilateral divorce, the model helps gauge the net effects of a change in
divorce regime on marriage rates, selection into marriage, and divorce rates.

The model shows that although unilateral divorce laws increase divorce
rates for those already married at the time of the law change, a pipeline effect,
they also have a selection effect. That is, those married under unilateral divorce
can be better matched than those previously married under mutual consent.
This leads to a fall in the steady-state divorce rate. Hence, contrary to much
of the public policy debate that has focused solely on the pipeline effect, this
analysis shows that a liberalization of divorce laws can reduce divorce rates in

5. Pollak (1985) first discussed the role of transactions costs in marriage. Peters (1986) sets out
a model in which inefficiencies arise because spouses have private information over their divorce
payoffs. Lundberg and Pollak (2001) and Murphy (2002) present models in which limits on marital
contracting lead to inefficient outcomes. See Zelder (2003) for an overview of the empirical
evidence on the efficiency of household decisions.
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the long run. The final section uses insights from the model to shed new light
on empirical trends in the American marriage market. The balance of evidence
is consistent with the introduction of unilateral divorce laws as having reduced
incentives to marry, caused selection into marriage, and having potentially re-
duced divorce rates in the long run.

The empirical literature has implicitly taken as its null hypothesis that by the
Coase theorem, a change in the allocation of the right to divorce ought to have
no effect on the incidence of marriage and divorce. This paper is the first to
establish an alternative hypothesis. This alternative reconciles many of the
existing empirical studies on the relation between divorce laws and marriage
market outcomes, and gives directions for future research. The paper is orga-
nized into five sections. Section 2 develops the baseline marriage market
model with homogeneous participants and analyzes the effects of a fall in
the gains from marriage. Section 3 extends the model to one of heterogeneous
types, to study the effects of changes in divorce laws. Section 4 uses this frame-
work to interpret the empirical trends in the American marriage market. Sec-
tion 5 concludes. All proofs are in the appendix.

2. A Search Framework

The marriage market is modeled in discrete time with finitely lived risk neutral

participants. Total population is normalized to one. Each period a fraction 1 — f8

ofthe populationis born into the marriage market, and the same fraction dieseach

period. Birth and death rates are the same across men and women, so total pop-

ulation remains constant, with an equal number of men and women throughout.
An individual can be in one of three marital states: married, divorced, or

single. The timing of the marriage market is as follows:

1. Each period every surviving single individual matches with a single per-
son of the opposite sex with certainty. The matched couple receive an
imperfect signal (o) of the potential benefits to them should they marry.

2. Each individual decides to marry or remain single. If at least one of the
matched couple decides to remain single, both remain single.

3. If they marry, the actual benefit from marriage (¢) is realized in the next
period. The couple can then either remain married forever or divorce and
remain divorced forever.

This framework emphasizes the role of learning in marriage markets. There
are two stages of learning—first, when individuals meet in the marriage mar-
ket, they receive a signal of the potential benefits from their marriage, g. The
signal can be thought of as being correlated to the immediately observable
traits of a potential marriage partner.® The signal determines whether a couple
are better off marrying today or remaining single.

6. These traits can relate to market outcomes, such as earnings capacity, as well as nonmarket
outcomes, such as personality. As the signal is to the couple, this framework differs from models of
assortative matching such as that of Burdett and Coles (1997).
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The second stage of learning occurs within marriage. Married individuals
update their prior beliefs about the benefits from marriage by accumulating
knowledge during marriage. This determines whether an individual is better
off remaining married or divorcing. Divorce is thus an optimal response to new
information received during marriage.’

I later allow for remarriage and for participants to be ex ante heterogeneous.®

The signal of the benefits from marriage has support [o, 3| = X. The proba-
bility density function of signals is f{ o), with associated cumulative density (o).
The distribution of signals is such that lim;_; f{¢) = 0, lim,—_s f{c) = 0. The
conditional probability that the true benefit from marriage is ¢ is denoted
g(¢|o). The distribution of g(¢|o) is assumed unimodal and symmetric with
support [¢, (;’3] for all signals. The associated cumulative distribution is denoted
G(¢|0). The expected benefits from marriage conditional on the worse marriage
market signal being observed, g, are normalized to J;Zb ¢g(plo)dp = 0.

The per period payoff to remaining married is ¢, the per period divorce pay-
off is exogenously given by ¢* > 0. The cumulative distribution of the actual
benefit from marriage is assumed to be such that lim,_,,G(¢*|o) = 1 and
lim, -, ;G(¢*|o) = 0. Hence couples that receive the worse marriage market
signal are certain to receive lower benefits in marriage than divorce, and those
couples with the highest signal are certain to receive higher benefits in marriage
than divorce. Signals are assumed to be ordered such that the distribution of the
benefits from marriage generated by higher signals stochastically dominate the
distributions given by lower signals:

Assumption 1. (First Order Stochastic Dominance): G,(¢|o) < 0 for all ¢.

Higher signals therefore imply higher expected benefits from marriage.
Married individuals are better off remaining married if their payoff in marriage
is higher than their divorce payoff. Hence the expected lifetime value of mar-
rying today having received signal ¢ is:

¢
V(o) = L de(blo)dd +——

®
L[| estoioro a0

where f is the probability the individual survives to the next period. The first
term is the expected marriage payoff in the first period of marriage, conditional
on having received signal ¢. The first term in brackets is the expected payoffin
marriage conditional on the marriage remaining intact, i.e., if the benefit in
marriage is at least as high as the divorce payoff so that ¢ € [¢*, ¢]. The

7. These stages of learning are analogous to the types of learning in marriage markets discussed
by sociologists. See, for example, Oppenheimer (1988) for a discussion of premarital socialization
and postmarital selection.

8. Extending the model to allow more periods of learning would capture couples choosing to
cohabit prior to marriage, as in Brien et al. (2002). In addition, allowing for on-the-job search, so
married individuals could match with singles or other married individuals, gives qualitatively similar
results if the cost of searching on-the-job is sufficiently higher than the cost of search for singles.
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second term in brackets is the expected divorce payoff, where G(¢*|o) is the
probability of the couple divorcing conditional on having received marriage
market signal o.

It will be convenient to rewrite this as:

¢
V(i) = | gs(olods
A
1—p
where h(p|o) = % is the expected benefit from marriage conditional on
the marriage remaining intact.

¢
(1- G(¢*IJ))J¢* Ph(dlo)d$ + G(d*|o)* (1)

Assumption 2. hy(p|o) > 0.

As a higher signal is observed, individuals shift weight from their expected
divorce payoff to the expected payoff in marriage conditional on the marriage
remaining intact. Assumption 2 guarantees the expected lifetime value of mar-
riage then increases because the expected payoff in marriage conditional on the
marriage remaining intact is itself increasing in the signal.

Lemma 1. Under assumptions 1 and 2, the expected lifetime value of mar-
rying today increases in the marriage market signal: V (M|o) > 0.

The next assumption ensures individuals prefer to be in successful marriages,
rather than just using marriage as a route by which to get as quickly as possible
into divorce. In other words, the value of marriage unconditional on any signal,
V(M), is higher than the present value of remaining divorced forever.

Assumption 3. V(M) > 1+/}¢*

After observing the marriage market signal, individuals decide whether to
marry the person they are matched with or remain single. The expected life-
time value of remaining single is:

V(S)=—s+ [J’JU max [V (Mlo), V(S)]f(o)da (2)

a

where the per period payoff to singles is normalized to —s, the per period
search cost. This search cost is assumed to be small. The second term in
(2) is the expected value of making the optimal decision in the next period.
Suppose there exists a signal o € Z, such that V(M|og) > V(S). In other
words there is at least one signal for which individuals weakly prefer to marry
than remain single—a result verified below. The expected lifetime value of
remaining single can then be rewritten as:
g

V(S,or)f (0)do + BJ V(Ml|o)f(o)do.

OR

OR

V(S,08) = —s + ﬁL
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V(Mlog), V(S.0g)
3 V(Mloy)

-5+ PV(M )9+

Figure 1. The Equilibrium Reservation Marriage Market Signal.

Solving for V(S, ar);

—s ” V(M|o)f(c)da
V(S,or) = * ﬁlfgk ﬁ;(lR;f( )

(3)

The value of remaining single depends on the per period payoff to being single
and the expected lifetime value of marriage from the next period onward. Both
factors are discounted at a rate that increases in the probability of no suitable
match being found. The equilibrium reservation signal o7 is the signal at which
individuals are indifferent between marrying and remaining single:

V(M|a) = V(S,0%). (4)

Proposition 1. Under Assumptions 1 to 3, there exists a marriage market
signal o% such that V(M|o%) = V (S, o%).

The determination of the equilibrium reservation signal is shown in Figure 1.
The expected lifetime value of marriage is increasing in the signal by Lemma 1.
Setting a higher reservation signal has two effects on the expected lifetime value
of remaining single. On the one hand, conditional on marriage, the expected
benefits from marriage in the next period rise. This increases the value of
remaining single. On the other hand, setting a higher reservation signal implies
the individual is more likely to remain single and undertake costly search in
the next period. This reduces the value of remaining single. The proof of
Proposition 1 shows that the former effect dominates for low reservation sig-
nals, and the latter effect dominates for high reservation signals.

For all signals oy € [g, 0%), individuals are better off remaining single and
searching for at least one more period. For all signals oz € (g%, 6], individuals
are better of marrying the individual they are matched with.
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2.1 Comparative Statics

Divorce Payoffs and Search Costs.  When divorce payoffs rise, individuals are
willing to trade off being in a marriage of potentially lower benefits rather than
remain single. This is because the expected payoff in marriage, conditional on
the marriage surviving, increases. This is reinforced by the fact that even in the
bad state of the world—divorce—the individual is better off. Hence as divorce
payoffs rise, individuals set a lower reservation marriage market signal and the
marginal marriage becomes of lower quality, in the sense that it is less likely to
remain intact, all else equal.’

An increase in search costs reduces the expected lifetime value of remaining
single. The expected lifetime value of marriage conditional on any signal, is
unchanged. Hence the equilibrium reservation signal falls. The marginal mar-
riage is of worse quality as search becomes more costly.'”

Proposition 2. The equilibrium reservation marriage market signal, o3,
decreases in (i) the per period divorce payoff, ¢*; (ii) search costs, s.

Note that the expected duration of search is:

BF(o%)

F * F * 2 e — R .
ﬂ (O-R) + (ﬁ (JR)) + 1 — ﬁF(U’RX;)
This increases in the equilibrium reservation signal. Therefore, as the expected
payoff in marriage conditional on the marriage surviving increases, say be-
cause of rising divorce payoffs, individuals expect to search for less time be-
fore they match with someone they prefer to marry rather than remain single.

(5)

Remarriage. If individuals can remarry, the expected lifetime value of mar-
rying today is:

¢ B(?
o) = | ga0las + L [ oetolons

+ BG($*[o)V (S, or) (6)

where V(S, az) is the value of remaining single and o3 is the reservation mar-
riage market signal. The lifetime value of marriage conditional on the signal
this period, is still increasing in this signal under assumption 1. The value of
remaining single is independent of the signal received this period because

9. This result is similar to the standard result in models of search in labor markets, i.e., that
reduced firing costs result in more match formation (Bentolila and Bertola, 1990).

10. Hence changes in search costs—such as those caused by the wider availability of contra-
ceptive technology in the 1970s—will have similar effects on the marriage market as changes in
divorce payoffs. However, to keep the exposition clear, I will focus on the effects of changes in
divorce payoffs.
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(i) individuals do not recall past matches; (ii) individuals do not direct their
search so signals are uncorrelated over time.''

Allowing for remarriage increases the present value of divorce from ﬁqﬁ*
to V(S, or), effectively reducing the cost of exiting marriage. Hence the value
of marrying today is underestimated in the previous framework because the
cost of divorcing is overestimated. In short, allowing for remarriage lowers
the equilibrium reservation signal set in the marriage market. In turn, this
reduces the quality of the marginal marriage that forms.

2.2 Marriage Market Equilibrium
To close the model and derive steady-state marriage and divorce rates,
I assume individuals can remarry so that in any given period, an individual
is either single or married. In steady state, the stock of individuals in each
marital state k, ny, k € {s, m} is constant. Individuals flow into singlehood
through birth and divorce, and leave through marriage or death. Similarly in-
dividuals enter marriage when they find suitable matches, and leave through
death or divorce. I make the simplifying assumption that married couples die
together so there are no widows in the economy.
The following flow equations define the stready state:

(1 - ﬁ) + Brmsnm = ﬁ(l - F(U}f))”s + (1 - ﬁ)ns
B(1 — F(a%))ns = PTushm + (1 — Bny,
ng+n, =1 (7)

where 1 — F(o%) is the flow of singles into marriage, and I, =
|7 G(¢*|o)f ()da is the flow of married individuals into singlehood. Solving
R

for ny;

nk = (l_ﬂ)"‘ﬁrms
’ 1 - /)’(F(O'ﬁ) — Dong)

B(1 — F(a}))
1 - ﬂ(F(O'i‘f) - rmS)'

(8)

ny =

©)

Lemma 2. The stock of singles increases in both the reservation marriage
market signal, and the flow of married individuals into singlehood. The stock
of married individuals decreases in both the reservation marriage market sig-
nal, and the flow of married individuals into singlehood.

11. Extensions left for future research include allowing unattached individuals to direct their
search, by selecting jobs, colleges, and leisure activities in order to affect the chances of meeting
a suitable person of the opposite sex.
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As total population is normalized to one, the crude marriage rate (marriages
per capita) is the flow of singles into marriage, multiplied by the stock of sin-
gles:

MR = (1 — F(c¥))n. (10)

The crude divorce rate (divorces per capita) is the flow of married individuals
into singlehood, multiplied by the stock of married individuals:

DR = Tynk. (11)

Lemma 3. Crude marriage and divorce rates both decrease in the reservation
marriage market signal.

When the equilibrium reservation signal increases, the flow of singles into
marriage falls, but as shown in Lemma 2, the stock of singles rises. This latter
effect dominates so the marriage rate increases overall. For the divorce rate,
when the equilibrium reservation signal increases, the flow of individuals from
marriage back into singlehood falls. This is reinforced by the stock of married
individuals also falling, so that the divorce rate falls overall.

In other words as individuals require higher marriage market signals to be
observed before they marry, there is selection into marriage. Those who now
marry are better selected in that their marriages are more likely to remain
intact, all else equal, relative to the initial stock of married couples. This se-
lection into marriage causes the steady state divorce rate to fall. The next result
makes precise the relation between marriage and divorce rates:

Lemma 4. The crude marriage rate is always greater than the crude divorce
rate. The relation between the two is:

(1 = F(o%))(I'ms — DR)

rms .
Having described the process of marital formation and dissolution, I now bring
the results together to consider the effects of social change on the marriage
market.

MR =

(12)

2.3 A Fall in the Gains From Marriage

A large sociological and economic literature documents how the gains from
marriage over being single may have fallen over the past forty years. We cap-
ture these types of social change, which affect all marriage market participants
in the same way, through a decrease in divorce payoffs. This reduces the gains
from marriage relative to being single by reducing both the expected payoff in
marriage conditional on the marriage remaining intact, and reducing the payoff
in divorce directly.

I consider the effects on three types of marriage market outcome. First, on
crude marriage and divorce rates as defined in (10) and (11). Second, on
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marriage and divorce propensities—the number of marriages per single, and
divorces per married. These measures are relative to the “at risk” population in
each case, and are defined as follows:

MS = (1_:% (13)
DM = 1;':': (14)

A third measure of interest is the level of turnover in the marriage market,
namely the number of divorces per marriage:

DR ,8 r ms

TS MR T T B - Ty

(15)
This depends on the equilibrium reservation signal through the flow of indi-
viduals into divorce.

Proposition 3. As the gains from marriage over being single fall (i) crude
marriage and divorce rates both fall; (ii) the number of marriages per single
falls, the change in the number of divorces per marriage is ambiguous;
(ii1) marriage market turnover increases.

To see the intuition behind this result, suppose the gains from marriage over
being single fall because individuals become worse off in divorce. As shown in
Proposition 2, the equilibrium reservation signal then rises. In other words, the
optimal responses of individuals to becoming worse off in divorce is to be
more selective in original marriage decisions. From Lemma 3, this causes
crude marriage and divorce rates to both fall.

In the new steady state, the marginal marriage is of higher quality in the
sense that it has greater likelihood of remaining intact, all else equal. This
makes clear that the fall in steady state divorce rates is composed of two sep-
arate effects. First, among the existing stock of married couples, marriages are
less likely to end in divorce. This is a pipeline effect. Second, newly married
couples are better matched than the existing stock of couples. This is because
the equilibrium reservation signal rises. Individuals are only willing to enter
potentially higher quality marriages because of a lower payoff in divorce. This
is a selection effect. These couples also contribute to decreasing the divorce
rate in the new steady state.

Proposition 3 also states that the number of marriages per single falls.
This is because the flow of individuals from singlehood into marriage
decreases as divorce payoffs fall. This effect is reinforced by the stock of
singles rising.

The effect of a fall in the gains from marriage on the number of divorces per
marriage is however ambiguous, because of two offsetting factors. On the one
hand, the fall in the gains from marriage causes the flow of individuals from
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marriage into singlehood to fall. Fewer couples are likely to be in such bad
marriages that spouses prefer to break up. On the other hand the stock of mar-
ried individuals also falls.

The last result, that marriage market turnover decreases with a fall in divorce
payoffs, implies that the change in marriage rate is greater than the change in
divorce rate at any given reservation signal. In other words, the marriage rate is
more volatile than the divorce rate in response to social changes that reduce the
gains from marriage.'?

3. Divorce Laws
One of the most important changes in marriage markets in the postwar period
has been regarding the laws governing divorce, or what has widely been re-
ferred to as the “divorce revolution.” Between 1968 and 1977 the majority of
US states moved from mutual consent divorce, where both spouses needed to
consent to divorce, to unilateral divorce, where either spouse could unilaterally
file for divorce."?

As first argued by Becker et al. (1977), if spouses can bargain efficiently, the
Coase theorem implies that moving to unilateral divorce only affects the dis-
tribution of welfare within marriage, not the likelihood of marital breakdown.
However spouses may be unable to bargain efficiently for a variety of reasons,
spouses may be unable to commit ex ante to all possible divisions of surplus
from marriage, or there may be transactions costs arising from private infor-
mation. If so, the incidence of marriage and divorce differs under mutual con-
sent and unilateral divorce laws.'*

To derive the implications for the marriage market if couples do not reach
efficient bargains, I consider a world in which spouses are heterogeneous and
utility is nontransferable between them. Spouses are denoted as husband (%)
and wife (w). The benefit of marriage to spouse i is ¢,, where ¢,, and ¢,, have

12. Tt is also straightforward to show that as search costs increase (i) crude marriage and di-
vorce rates both rise; (ii) the number of marriages per single rises, the change in the number of
divorces per marriage is ambiguous; (iii) marriage market turnover decreases. The intuition is the
same as before. As search costs rise individuals become willing to enter matches of potentially
lower quality—a selection effect. This reduces the quality of the marginal marriage, and increases
the divorce rate in steady state.

13. Criticism of the mutual consent system stemmed from the view that it reduced the welfare
of spouses, and led to perjured testimony in collusive divorce proceedings that fostered disrespect
toward the law. Both concerns stem from whether spouses can reach efficient bargains. If spouses
were unable or unwilling to make such agreements, some marriages would not be dissolved under
mutual consent even though it would be Pareto efficient to do so. If spouses could bargain effi-
ciently, the perception was that men had to “bribe” their wives in order for them to consent to
divorce leading to collusion between spouses in court proceedings. See Jacob (1988) and Parkman
(1992) for a fuller discussion.

14. Clark (1999) shows that even without transactions costs, divorce laws can affect the likeli-
hood of divorce. This depends on the shape of the utility possibility frontiers of spouses in marriage
and divorce. Throughout his analysis, he takes marital formation as given.
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support @ = [¢, ¢]. Spouse i has a per period utility in marriage of u(¢y, ).
I consider the following class of utility functions:

P={u: @ >Ry ug > 0,up > 0,u1p > 0}, (16)

Each spouse’s utility in marriage increases in his/her own benefit and that of
the other spouse, and benefits across spouses are weak complements. This cap-
tures the benefits of marriage arising from characteristics on which spouses
positively sort, such as income and education. In the marriage market, the
matched couple receive an imperfect signal of the potential benefits to them
should they marry. The true benefits from marriage are realized in the next
period if they marry. The couple can then either remain married forever or
divorce and remain divorced forever. Hence the model retains the same mar-
riage market timing as in Section 2.

The benefits from marriage across spouses, conditional on signal ¢ € X hav-
ing been observed in the marriage market, are distributed according to a joint
cumulative distribution G(¢;, ¢,,|0). This has an associated joint density func-
tion g(¢y, ¢,,|0). The marginal distribution of benefits to spouse i is denoted
Gi(¢;|o). The expected one period utility from marriage conditional on the
worse marriage market signal being observed is normalized to zero so that

f¢ f¢ u(py, d,,)g(dy, ¢,,|0)dd,d ¢, = 0. The value of marriage is thus non-

negative for all signals.

Spouses are heterogeneous in two dimensions. First, the marginal distribu-
tion of benefits from marriage are assumed not to be everywhere identical.
Second, the utility in divorce to husband and wife are u(¢3, 0) and u(0, ¢¥)
respectively, where ¢* € [¢, ¢].

The joint cumulative distribution of benefits within marriage is assumed to
be such that lim, ;G (¢, ¢i|o) = 0 and lim,_,,G(¢%, ko) = 1. Couples
that receive the lowest possible signal are certain to both have lower benefits
in marriage than in divorce. Couples that receive the highest possible signal in
the marriage market are certain to both have higher benefits in marriage than
divorce.

In order to rank the expected utility from marriage conditional on dif-
ferent marriage market signals, a further restriction needs to be placed on
the joint cumulative distribution of the benefits from marriage. This restric-
tion, derived in Atkinson and Bourguignon (1982), relates to the following
function:

K(d)hv (bw‘a) = _[G(d)h? ¢W|O-) - Gh(qsh'G) - GW(¢W|O-)]

Assumption 4. K, (¢p, ¢,|6) < 0 for all ¢, ¢,

As shown by Atkinson and Bourguignon (1982), assumption 4 is sufficient
to ensure that signals can be ordered such that the distribution of utility in
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Figure 2. The Probability of Divorce Under Different Divorce Regimes.

marriage generated by higher signals stochastically dominate the distributions
given by lower signals."

Assumption 5. G(¢y, ¢y|o) < 0 for all ¢y, ¢,

This implies first order dominance in the marginal distributions. Namely
that Gs(dy]0) < 0 and Gyp(eh,,|0) < 0.1

Two divorce regimes are considered—mutual consent (MC) and unilateral
divorce (UNI). The key difference between these regimes is made clear in
Figure 2. This shows all potential joint realizations of spousal benefits from
marriage. Under mutual consent divorce, the couple remain married if at least
one prefers to. This corresponds to region B 4+ C + D in Figure 2. In contrast,

15. To be clear, consider two marriage market signals o, 6, € Z such that g, g,. Assumption 4
ensures that for the class of utility functions U+:

¢ (o b (o
J, | wtn b1zt pulenavds, = [ | uton 0.1e(6, dulor)dnids..
An interpretation of Assumption 4 suggested by Atkinson and Bourguignon (1982), is that the
cumulative distribution taken over the rectangle (¢, ¢; ¢,,, $) is everywhere greater than, or
no less, for o, than for g,.

16. This implies the joint cumulative distribution taken over the rectangle (¢, ¢y; ¢, b,,) is
everywhere less than, or no greater, for o, than for ¢,. Assumption 5 is required for the analysis
of a mutual consent divorce regime. As shown by Atkinson and Bourguignon (1982), if the utility
function lies in the following class:

U™ ={u: ®—>R*5u; >0,u, > 0,u, <0}

then Assumption 5 is sufficient for first order stochastic dominance in the per period utility from
marriage across marriage market signals. In this case, benefits from marriage are weak substitutes
across spouses. This class of utility function better captures gains to marriage arising from char-
acteristics on which spouses negatively sort, such as specialization in home production.
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under unilateral divorce, the couple remain married only if both prefer it to do
so. This corresponds to region D.

The trade-off for spouse i when moving from a mutual consent to unilateral
divorce is as follows. On the one hand, under unilateral divorce i’s partner may
leave the marriage despite the fact that / wants it to continue. Under mutual
consent, the marriage would have remained intact in these cases. This de-
creases the value of marriage to i, all else equal.

On the other hand, under unilateral divorce, each spouse knows they cannot
be stuck in marriage they would prefer to leave. Under mutual consent, the
marriage would have remained intact in these cases. This increases the value
of marriage to i, all else equal. We now establish the net effect of these counter-
vailing forces on the value of marriage.

3.1 Mutual Consent
In a mutual consent divorce regime, the expected lifetime value of marrying
today for individual i conditional on having observed signal o is:

e B b ¢
Vi (M|J) - Ll((,b;,” ¢w)g(¢h7 ¢W|J)d¢hd¢w
¢ Jo

B * k
+ﬁ<1—G< $%[0))
J¢ ff u(Pp, G)g(Pn, Pylo)dd e,
_Jéh .Lbu (z)thsw) (d)thsw G)dd)hdd)w
w26 otlouten.o) a7

The first term is the expected payoff in the first period of marriage, in which
spouses learn the true benefits from marriage to each of them. With probability
1 — G(¢%, ¢ |o) at least one spouse prefers to remain married. Conditional on
the marriage remaining intact, the only combination of benefits in marriage
that cannot arise is that both spouses have lower benefits than in divorce.
Hence with probability G(¢}, ¢|o) divorce occurs, and each spouse then
obtains a per period utility of u(¢¥, 0). The next result establishes that marriage
market signals can be ordered:

Lemma 5. Under assumptions 4 and 5, in a mutual consent divorce regime,
the expected lifetime value of marrying today increases in the marriage market
signal: VM€ (M|g) >0

When matched couples receive higher marriage market signals, the value of
marriage is altered in two ways. First, the probability of the marriage remain-
ing intact increases because the likelihood that both husband and wife obtain
lower benefits in marriage than divorce decreases. Hence individuals shift
weight from their expected utility in divorce towards their expected utility
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in marriage, raising the value of marriage. Second, conditional on the marriage
remaining intact, the couples’ expected utility from marriage increases. This
also raises the value of marriage.

These two effects reinforce each other so that in a mutual consent divorce
regime, the value of marriage increases as higher signals are observed.

3.2 Unilateral Divorce
In a unilateral divorce regime, either spouse can unilaterally decide to end the
marriage. The probability of divorce, S(¢%F, ¢¥|o), is thus higher than under
a mutual consent regime. The divorce probabilities across regimes are related
as follows:

S(¢%, diilo) = Ga(dilo) + Gu(diilo) — G(df, diilo). (18)

This captures the pipeline effect on divorce rates of moving from mutual consent
to unilateral divorce. This says that for the existing set of married couples, the
move to unilateral divorce increases the likelihood of divorce. However, there
will also be a selection effect of this change in divorce law caused by a change
in the reservation marriage market signal among newly matched couples. This
selection effect may potentially offset the pipeline effect. To see this, we need
to establish how the reservation signal differs across the divorce regimes.

In a unilateral divorce regime, the marriage breaks down if at least one
spouse prefers to divorce. The expected lifetime value of marrying today under
unilateral divorce for individual i having observed signal o is:

UNI — ¢ (9
Vi (M‘G) u((bh? ¢W)g(¢hﬂ ¢w|a)d¢hd¢w

(1 — (¢t d¥lo)
¢
x J J u(qsh,¢W>g<¢h,¢w|a>d¢hd¢w>
o

2 S0 9ilou(at.0). (19)
The first term is the expected payoff in the first period of marriage. With prob-
ability 1 — S(¢¥, ¢¥|a) both spouses prefer to remain married. Conditional on
the marriage remaining intact, both spouses are guaranteed at least the benefits
they would obtain in divorce, ¢¥. With probability S(¢%, ¢;5|o) at least one
spouse prefers to divorce, the marriage breaks down and spouses obtain
a per period utility of u(¢¥, 0). The next result establishes that marriage market
signals can be ordered:

Lemma 6. Under Assumption 4, in a unilateral divorce regime, the expected
lifetime value of marrying today increases in the marriage market signal:
V¥ (M]a) > 0.
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When matched couples receive higher marriage market signals, the prob-
ability the marriage remains intact increases because the likelihood that either
husband or wife obtain lower benefits in marriage than divorce is smaller. To
see this note that:

So (%, ilo) = Gie(Phlo) + Guo(Pilo) — Go (P, drila) <0

from Assumption 4. Second, conditional on the marriage remaining intact, the
couples’ expected utility from marriage increases. These effects reinforce each
other so the value of marriage increases as better signals are observed.

To compare divorce regimes, note first from (18) that divorce is more likely
to occur under unilateral divorce. This reduces the value of marriage under
unilateral divorce relative to mutual consent divorce. However, conditional
on the marriage remaining intact, expected utility in marriage is higher under
unilateral divorce because neither spouse can be stuck in a marriage they
would prefer to leave. This increases the value of marriage under unilateral
divorce relative to mutual consent divorce.

To establish the dominant effect, we decompose the difference in the value
of marriage under the divorce regimes as follows:'’

= ((1-G(§*,b,*|0) — (1= S(¢*. §,¥]0)) (fm o u()g(bpbulo >d¢hd¢w>
_u(¢i ; )
[y u()g(nlo)de,
+(1-G(¢5*, ¢,*[0))
Jq‘)h J‘(/)M ¢h7¢w|a)d¢hd¢w
Lp” g(¢,lo)de,,
+(1_G(¢h*a¢w*‘o')) . (20)

f¢>h Lp" 2(bn, Pulo)ddyde,,

The first term is the difference in the probability of the marriage remaining intact
under the two divorce regimes. This is positive as the probability of the marriage
remaining intact is higher in a mutual consent divorce regime. This is multiplied
by the gain in expected utility in marriage conditional on both spouses prefer-
ring to remain married, over the actual utility in divorce. This compares the
expected utility in marriage in the divorce regimes in region D of figure 2.
The second term is the probability of the marriage remaining intact under
mutual consent divorce, multiplied by the utility in marriage conditional on
the husband obtaining at least the same benefit in marriage as in divorce. This
compares the expected utility in marriage under divorce regimes in region C.

17. Learning takes place under both regimes in the first period of marriage. Hence the expected
utility during this period plays no role in determining the difference in the value of marriage be-
tween divorce regimes.
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This term is positive because only under a mutual consent divorce regime
does the marriage survive in this case.

The final term is the corresponding term assuming the wife obtains at least
the same benefits in marriage as in divorce. This compares the expected utility
in marriage under divorce regimes in region B. Again, this term is positive
because only under a mutual consent divorce regime 20 does the marriage
survive in this case. To summarize:

Proposition 4. The value of marriage is higher in a mutual consent divorce
regime than in a unilateral divorce regime: V¢(M|s) > V'™ (M|o).

3.3 Marriage Market Equilibrium
After observing the marriage market signal, individuals decide whether to
marry or remain single. The expected lifetime value of remaining single to
individual i in divorce regime r € {MC, UNI} is derived in a similar way
to before:

—s+ﬁf0 VI(M|o)f(o)do

Vir(S,O'iR) 1 —ﬁF( 'R)

(21)

where o7 is the reservation signal of individual i in regime r, and the per period
search cost s, is assumed the same for men and women. Define a reservation
signal, g/, by gender, at which members of each gender are indifferent be-
tween marrying today and remaining single:

ViiMloig) = Vi(S,ai%)- (22)

To be clear, this reservation signal differs within a divorce regime by gen-
der, and also differs across mutual consent and unilateral divorce regimes
by gender.

Assumption 6. VI (M) > ll—/}u( *,0) for i € {h, w}, r € {MC, UNI}.

This generalizes assumption 3 to each divorce regime. It says the uncondi-
tional value of marriage, V'] (M), is higher than the present value of remaining
divorced forever. This ensures individuals prefer to be in successful marriages,
rather than using marriage as a route by which to get as quickly as possible into
divorce.

Proposition 5. Under assumptions 4, 5 and 6, there exists a marriage market
signal, 7%, such that V' (M|a’F) = V] (S, o7¥) for men and women in both mu-
tual consent and unilateral divorce regimes.

Any matched couple will marry if both individuals prefer to marry than
remain single. Hence the equilibrium reservation signal is determined by
the more selective gender:

oF = max(o}k, ol k). (23)
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If individuals can remarry once divorced, the previous analysis goes through
except that V/ (S, ¢/f) is substituted in for u(¢¥,0) everywhere. The steady
state marriage market equilibrium under each divorce regime is then defined
by a series of flow equations analogous to those in (7), where the equilibrium
marriage market reservation signal is defined as in (23).

3.4 Discussion
We can now compare marriage market equilibria across divorce regimes. As
shown in Proposition 4, the value of marriage is lower in a unilateral divorce
regime. However, the value of remaining single, which depends partly on the
expected value of marrying in the next period, is therefore also lower in a uni-
lateral divorce regime.

Without placing further restrictions on the distribution of signals, the equi-
librium reservation signals across divorce regimes, o¥¢* and ¢¥™*, cannot
therefore be unambiguously ranked.

Hence contrary to popular wisdom, moving from a mutual consent to a uni-
lateral divorce regime need not imply higher marriage and divorce rates. This
ambiguity arises because of two offsetting effects of moving from mutual con-
sent to unilateral divorce. On the one hand, individuals now know they cannot
be stuck in a marriage they would prefer to leave. On the other hand, they may
be in a marriage in which they prefer to stay but their spouse prefers to leave.
These countervailing forces are only brought out by explicitly modelling the
fact that households cannot reach Coasean bargains.

Overall, the move to unilateral divorce may lead to selection into marriage
such that newly matched couples are less likely to divorce than the existing
couples. This selection effect may then offset the pipeline effect of unilateral
divorce leading to higher divorce rates among existing married couples. It is
this latter effect that has been focused on in the public policy debate on the
reform of divorce laws.

This result is also in contrast to the view that more liberal divorce laws sim-
ply reduce the costs of exiting marriage and so increase divorce payoffs. If so,
the prediction from almost any search model would be that because individuals
then become less selective in their original marriage decision, marriage rates
should rise moving from mutual consent to unilateral divorce. As the marginal
couple is then less well matched, the divorce rate also rises in steady state.

The first of these predictions finds no empirical support. In a companion
paper, Rasul (2003), I estimate the causal effect of introducing unilateral di-
vorce on marriage rates. I find the move to unilateral divorce led to a significant
and permanent decline in marriage rates. The additional findings of that re-
search, as well as other empirical research on marriage markets and divorce
laws, are discussed in more detail in the next section.

A second issue is the relationship between individual divorce payoffs and
the reservation signal set by gender. Consider how the value of marriage
changes with a higher divorce payoff across the two divorce regimes. In a mu-
tual consent divorce regime:



20 The Journal of Law, Economics, & Organization

1 — BV (M]o)
B o

= - 55{[: j:uog(.o)dashdqsw—jf j:

R
(1= Glloge ] |, wetiordondo, s GLimsgatoro. @4

In a unilateral divorce regime;

1= BV (Mle)  BS {r Jd)

u(-)g(-lo)ddyd,, —u( ?",0)}

i g o u()g(|r)ddyde, — ul ;*:o>}

o Jo
o (¢ (¢
(=S| | uOeCio)dgds,
0 o
+S(.|0)a¢*u( *0). (25)

Each of the terms in (25) has an analogous term in (24). The first terms cor-
respond to fall in the probability of the marriage remaining intact as the divorce
payoff rises, multiplied to the expected gain from marriage over divorce.

The second term is the change in the expected benefits from marriage as the
divorce payoff rises, conditional on the marriage remaining intact. This is neg-
ative in a mutual consent regime because as the divorce payoffrises, spouse 7 is
more likely to be locked into a marriage he or she prefer to leave. The corre-
sponding term under unilateral divorce is also negative because as the divorce
payoff rises, the couple are less likely to both have benefits greater than their
divorce payoff.

The final term is the change in the expected divorce payoff. This increases in
the divorce payoff, and so can potentially offset the first two terms. A sufficient
condition for this not to be the case is that, in a mutual consent divorce regime:

g [(oh (on Gl(. 9
35 ), || n0etinanas, > o0 26)
and in a unilateral divorce regime;

o (" [ (. P
g )., | ustinanas, > 2T .o o)

If (26) and (27) hold, a number of interesting results follow in both divorce
regimes. First, the value of marriage is decreasing in the divorce payoff in
either divorce regime. This leads to a result analogous to proposition 2, that
the reservation signal to gender i, o7, decreases in their per period divorce
payoff, ¢¥.

As individuals become better off in divorce, they are willing to enter mar-
riages of potentially lower quality. The intuition is that with a higher divorce
payoff, the expected payoff conditional on the marriage remaining intact is
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higher, and this is reinforced by the individual being better off even in the bad
state of the world—divorce. Hence with higher divorce payoffs, the marginal
marriage that forms is of worse quality—in the sense that it is less likely to
remain intact.

The comparative static properties of the marriage market equilibrium within
each divorce regime, are then similar to those set out in Section 2. In particular,
as divorce payoffs rise, the gains from marriage over remaining single fall, and
individuals are only willing to enter matches of potentially higher quality. This
raises the equilibrium reservation signal and the quality of the marginal mar-
riage, so that steady state marriage rates decrease.

The effect of higher divorce payoffs on divorce rates can again be decom-
posed into a pipeline and selection effect. First, among the existing stock of
married couples, marriages are less likely to end in divorce—a pipeline effect.
Newly married couples are also better matched than the existing stock of
couples because the reservation marriage market signal has risen—a selection
effect. This also causes the divorce rate to fall.

Second, the gender with the lowest divorce payoff determines the equilib-
rium reservation signal in the marriage market, o%*, as defined in (23). If
women are worse off in divorce than men, as suggested by empirical evidence,
women will choose to marry men, not vice versa.

Third, policies such as those relating to the allocation of marital assets in
divorce will affect the marriage market equilibrium. Consider the move from
a common property divorce regime to an equitable division property regime.
In the former, spouses are entitled to only the assets they themselves brought
into marriage, or some other nonequitable rule is in place. Under an equitable
regime, property and assets are equally divided in divorce.

Suppose women gain primarily from such a redistribution of property in
divorce. The reservation signal set by women falls, that set by men rises.
In the new steady state, the reservation marriage market signal falls, so that
marriage rates rise. As the marginal marriage is of lower quality than before,
the selection effect causes divorce rates to then rise in steady state.

A large literature has analyzed the effects of increased labor market oppor-
tunities for women on marriage markets.'® This framework captures such op-
portunities through an improvement of women’s outside option to marriage,
i.e., an increase in ¢} relative to ¢%. This has similar effects on marriage mar-
ket outcomes as a redistribution of property in divorce in favor of women—
marriage and divorce rates rise. However, improved labor market oppor-
tunities for women are likely to have also changed bargaining powers inside
marriage. Developing the model to capture the household bargaining process
remains an important extension to consider in future research.

18. These include increases in the ratio of female to male wages, in women’s career attachment
to the labor force, decreases in gender segregation in hiring and training by employers, and changes
in the composition of production and technology that increase demand for female relative to male
labor.
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4. Empirical Trends in the American Marriage Market

4.1 Marriage Market Outcomes
The framework developed can be used to interpret the changes in the American
marriage market over the past two generations. I focus on the same outcomes
emphasized throughout—crude marriage and divorce rates, rates of marriage
per single and divorces per married, and marriage market turnover.

Figure 3i shows crude marriage and divorce rates from 1960 to 2000, de-
fined as the number of marriages (divorces) per 1000 of the population aged 15
to 65. This highlights the dramatic rise in marriage rates when the first of the
baby boomers entered the marriage market, and the sustained decline in mar-
riage since the early 1970s. The figure also shows the dramatic rise in divorce
rates—divorce rates more than doubled between 1965 and 1980, before also
entering a sustained period of decline.'®

Three features of the data are consistent with the relationship between mar-
riage and divorce rates as summarized in Lemma 4 and equation (12). First,
marriage rates are always higher than divorce rates. Second, marriage rates are
more volatile than divorce rates—the coefficients of variation are 1.57 and
0.62 for marriage and divorce rates respectively. Third, trends in the divorce
rate follow those in marriage rates after some lag. As expected, this lag
corresponds closely to the average length of marital duration. Taken together,
the data suggests divorce rates can be expected to decline for at least another
decade.

Crude marriage and divorce rates hide much of the underlying variation of
interest. In particular, being calculated in per capita terms, these are not rel-
ative to the “at risk” population. Figure 3ii therefore shows trends in marriages
per single, and divorces per married, as these more closely capture the pro-
pensities to marry and divorce.

The two marriage series—whether in per capita terms or relative to the stock
of singles—are positively correlated and display similar patterns over time. In
particular, the dramatic decline in marriage is apparent in both figures 3i and
3ii. On the divorce rate, the number of divorces per married couple also rose
until the late 1970s before declining slightly.

Figure 3iii shows marriage market turnover. There is always less than one
divorce per marriage. A distinct change in the equilibrium rate of marriage
market turnover again occurs sometime in the mid-1970s. Prior to then, the
number of divorces was around a quarter of the number of marriages. Subse-
quent to then, the number of divorces was around half the number of marriages.
Within each period, the level of marriage market turnover has been relatively
stable.

Taken together, the data suggest that over the past thirty years, individuals
have become more selective in marriage decisions so the equilibrium marriage
market reservation signal has risen. This is consistent with the gains to mar-
riage over being single having fallen. Identifying the qualitative and

19. Michael (1988) documents why only a small part of the change in divorce rates can be
accounted for by a changing age-sex composition of the population over time.
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(iii) Marriage Market Turnover
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Figure 3. (i) Crude Marriage and Divorce Rates. (i) Rates of Marriage per Single, Divorce

per Marriage. (iii) Marriage Market Turnover.

Notes: Marriage and divorce rates series are weighted by mid year state populations to form aggregate rates. The stock
of married and single individuals is constructed from CPS data, from 1968 onwards. For some years, only a subset of
states are available. The series for the rates of marriage per singles and divorces per married are weighted to account for
this. In each case, the stock of singles and married refers to those aged 15 to 65. In 2002 all states, except NB and MS,
required individuals to be 18 to marry without parental consent. NB sets the age of consentat 19, MS sets itat 21. DE, FL,
GA, KY, MD, OK allow pregnant teens or teens who have already had a child to get married without parental permission.

In FL, KY, and OK the couple require court authorization.
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quantitative importance of the underlying social changes that have led to these
changes in marriage rates, divorce rates, and selection into marriage, defines
a rich research agenda for the future.

4.2 The Divorce Revolution

Casual observation of figures 3i to 3iii all suggest that sometime in the 1970s,
there was a profound structural change in the American marriage market.
A natural candidate to explain this is the liberalization of divorce laws in this
decade, a period widely referred to as the “divorce revolution”.?* Between
1968 and 1977 the majority of states passed unilateral divorce laws, moving
from a regime in which the dissolution of marriage required the mutual consent
of both spouses, to one in which spouses could unilaterally file for divorce. The
purpose of this section is to highlight the potential role this change in divorce
regime may have had.

Figures 4i and 4ii graph the crude marriage and divorce rates split by adop-
tion of unilateral divorce. The dashed vertical line at 1972 corresponds to the
median year of adoption. States that adopted unilateral divorce had historically
higher marriage and divorce rates than nonadopters. While marriage and di-
vorce rates have declined across all states, both rates in adopting states had
converged to their levels in nonadopting states by the end of the 1990s.

Figures 5i to 5iii graph the number of marriages per single, divorces per
married, and marriage market turnover, again by adoption of unilateral divorce
law. In all three series, there is again a gradual convergence between adopting
and nonadopting states, starting sometime in the 1970s.

Another way to interpret figure 5i is in terms of the probability that any
given matched couple decide to marry, F(o%). This is derived from (10)
as one minus the ratio of marriages to singles. Figure 5i thus shows how
1— F(o%)differs by the adoption of unilateral divorce. Mutual consent states
have higher reservation signals. In 1964, the probability of any given matched
couple having married was 5% in mutual consent states, and just over 4%
in unilateral states. As a result individuals in mutual consent states are better
selected and this explains the lower initial levels of divorce rates in mutual
consent states. However, after the adoption of unilateral divorce, there is con-
vergence between the two series. By 2000, the probability any given matched
couple marry is 3% in any state.

Figure 5i can also be used to derive the expected duration of search across
BF(o%)

> T-pF(a%)"

single suggests that in 1968 the expected duration of search in mutual consent

states was 8 periods, and 9.5 in states that would later adopt unilateral divorce.

divorce regimes Assuming f§ = 0.95, the series for marriages per

20. Of course this is not the only interpretation of the data. For example Goldin and Katz (2002)
provide a detailed analysis of how the diffusion of the contraceptive pill has affected marriage
incentives for women. Moreover, there remains some debate over the exact timing and definitions
of unilateral divorce. Zelder (1993) provides a full discussion of this issue.
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(i) Crude Marriage Rates by Adoption of Unilateral Divorce
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Figure 4. (i) Crude Marriage Rates by Adoption of Unilateral Divorce. (ii) Crude Divorce
Rates by Adoption of Unilateral Divorce.

Notes: Source for the year of adoption of unilateral divorce is Friedberg (1998), table 1. In total 31 states adopted
unilateral divorce between 1968 and 1985. Each series is calculated as a population weighted average of state level
marriage and divorce rates, excluding Nevada.

By 2000 this had risen and converged to 11.5 periods across both divorce
regimes.

Figure 5ii on divorces per marriage provides additional insights. In partic-
ular, there is a continued increase in divorces per marriage in adopting states
after 1972—the median year of adoption. Moreover, starting in 1980, the num-
ber of divorces per marriage begins declining in adopting states. No change in
trend immediately around 1972 is observed for nonadopting states. However
rates of divorce per marriage in nonadopting states plateau from 1980 onward.

The change in adopting states reflects two different effects highlighted in the
previous analysis. First, the existing stock of married couples who married
under mutual consent divorce laws, are more likely to divorce all else equal.
This is the pipeline effect. These marriages were those in which one spouses
would have preferred to leave if they could. It was only after the change
in divorce regime, however, that this spouse could unilaterally file for
divorce.
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(ii) Divorce Rates per 1000 Married
(by adoption of unilateral divorce)
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(iii) Marriage Market Turnover
(by adoption of unilateral divorce)
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Figure 5. (i) Marriage Rates per 1000 Singles by Adoption of Unilateral Divorce.
(i) Divorce Rates per 1000 Married by Adoption of Unilateral Divorce. (iii) Marriage Market
Turnover by Adoption of Unilateral Divorce.

Notes: In total 31 states adopted unilateral divorce between 1968 and 1985. Each series is calculated as a population
weighted average of state level marriage and divorce rates, excluding Nevada. The stock of married and single indi-

viduals is constructed from CPS data, for 1964 onwards. For some years, only a subset of states are available. The series
for the rates of marriage per singles and divorces per married are weighted to account for this.
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Second, for couples married under unilateral divorce, the equilibrium mar-
riage market signal, a5 *, differs from those previously married under mutual
consent, gy“*. Hence these newly married couples have a different divorce
propensity than those married under the previous divorce regime. This differ-
ence in divorce propensities is a selection effect.

The balance of evidence suggests, contrary to popular wisdom, couples be-
came better matched under unilateral divorce than mutual consent divorce.
Marriage and divorce rates in unilateral divorce states both converge to the
levels in mutual consent states.

I explore empirically the causal effect of divorce laws on marriage rates in
a companion paper, Rasul (2003). Using US state level panel data from 1960 to
2000, I find robust evidence that after the adoption of unilateral divorce, mar-
riage rates declined significantly and permanently in adopting states. The ef-
fect of unilateral divorce on marriage rates accounts for 10% of the overall
decline in the marriage rate.

Unilateral divorce is also found to cause greater declines in marriage rates in
states in which women are economically better off relative to men. This is
precisely the circumstance in which the wife may prefer to divorce even
though the husband prefers the marriage to continue. In these states, moving
from mutual consent to unilateral divorce reduces the value of marriage to men
by more, all else equal.

The findings of Choo and Siow (2003) are also consistent with this. They
derive a statistic to measure the gains to marriage based on observed
match frequencies. They calibrate their statistic using US census data and find
the gains to marriage for young adults fell substantially between 1970 and
1980.

By precisely distinguishing pipeline and selection effects, this paper also
helps reinterpret the empirical evidence on the causal effect of divorce laws
on divorce rates. Using US state level panel data, Friedberg (1998) found that
unilateral divorce explains 17% of the rise in divorces per capita from 1968 to
1988. Given the link between divorce laws and incentives to marry, this paper
suggests that by ignoring the effects of divorce laws on the incentive to marry,
these results are likely to underestimate the true causal effect of divorce laws
on divorce rates.

Wolfers (2003) extends Friedberg’s sample to before 1968 and finds the
effect of unilateral divorce on divorce rates to die out after a decade, a result
confirmed by Gruber (2004) using census data. This is consistent with the pipe-
line effect eventually being offset by the selection effect. Although not the
focus of his paper, when Wolfers extends the sample beyond 1988, he finds
some evidence consistent with the selection effect dominating in steady state.
This issue remains to be fully explored empirically.

In terms of evidence on the better selection of couples under unilateral di-
vorce, two papers estimate the likelihood of marital breakdown conditional on
being married, across divorce regimes. Weiss and Willis (1997) report using
data from the National Study of the High School Class of 1972, that couples
married under unilateral divorce are less likely to divorce than those married
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under mutual consent, all else equal, despite living in a more liberal divorce
regime. Mechoulan (2003) finds similar evidence using CPS data.

Finally, Murphy (1999) presents evidence that the average difference in
child outcomes between children of married and unmarried parents has in-
creased since 1960. He argues that this reflects a compositional effect, that
the difference in quality between the pool of surviving marriages and other
couples has increased over time.

This debate is far from settled. The framework developed here has made
precise the interlinkage between marriage rates, divorce rates, and selection
into marriage. Any empirical research examining these outcomes, will need
to account for these linkages. Moreover, the key distinction to be made,
and that has typically been missing from existing work, is between those mar-
ried before and after the move from mutual consent to unilateral divorce law.

5. Conclusion
Since Gary Becker’s seminal works, economists have become ever more in-
terested in both the microeconomic decisions of the family and their macro-
economic consequences. This is especially salient given the nature of the
family has changed so dramatically since the 1950s. In just about any type
of behavior connected to marriage markets, historical trends have either ac-
celerated or reversed direction altogether.

These changes have not gone unnoticed by economists, lawyers, and soci-
ologists, and a plethora of explanations have been offered to explain the break-
down of the traditional family. Policy makers have also been concerned with
the decline in the traditional family. A raft of pro-marriage policies have been
recently introduced across the US. These include media campaigns, the rein-
troduction of covenant marriages, and the removal of marriage penalties in tax
codes and medicaid programs (Gardiner et al., 2002).

In this paper I develop a search model of marriage markets that emphasizes
the role of learning the true gains from marriage before and during marriage.
I first ask what is the effect on the marriage market if the gains to marriage fall.
The model distinguishes two separate phenomena that have confounded much
of the empirical analysis in this field. There is a pipeline effect on the current
stock of married couples directly, and an effect on the composition of couples
that decide to marry—a selection effect.

I then develop the model to ask what is the effect of a liberalization of di-
vorce laws, moving from mutual consent to unilateral divorce. Again I make
precise the existence of a pipeline and selection effect. While the pipeline ef-
fect of the move to unilateral divorce causes an increase in divorce rates, the
selection effect is less clear cut, and may offset the pipeline effect. The analysis
highlights the possibility that making divorce easier leads to a lower long run
divorce rate as those that choose to marry become better selected over time. An
immediate implication is that divorce laws have impacts beyond the effect on
the divorce rate alone. Hence divorce laws are unlikely to be useful instru-
ments for divorce propensities in empirical work.
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Most of the literature has taken as its null hypothesis that by the Coase the-
orem, a change in the allocation of the right to divorce ought to have no affect
on the incidence of divorce. This paper is the first to establish an alternative
hypothesis based on the assumption that households do not reach efficient bar-
gains. This alternative hypothesis explains and reconciles many earlier empir-
ical results and gives direction for future research.

A natural extension to the model would be to also model the intrahousehold
bargaining problem. The incentives to invest in marital specific capital would
also be affected by a liberalization of divorce laws. On the one hand, the
greater instability of marriage as captured by the pipeline effect reduces
the incentives of couples to invest into marital specific capital. On the other
hand, if the marginal couple is better matched under unilateral divorce as cap-
tured by the selection effect, this may increase incentives to invest.!

A second natural extension would be to make signals individual specific.
This would shed light on assortative matching in the marriage market, and how
this type of selection changes across divorce regimes. Given that under a uni-
lateral divorce regime an individual cannot be stuck in marriage they would
prefer to leave, there are fewer incentives to positively sorted on characteristics
that are complementary across spouses. However, as individuals may be in
a marriage in which they prefer to stay but their spouse prefers to leave, there
are also fewer incentives to negatively sort on characteristics that are substitut-
able across spouses, such as specialization in household production.

Developing the model with individual signals of match quality would not
only help gauge the net effects of these changes across divorce regime, it
would also relate to recent empirical papers by Gruber (2004) and Johnson
and Mazingo (2000). They show that individuals exposed to unilateral divorce
laws as children, do worse on a range of welfare outcomes, than those who
lived under mutual consent. If we are to understand the effects on children
of a liberalization of divorce laws, a more refined understanding of what is
meant by better selection into marriage will be required.

Appendix: Proofs
Proof of Lemma 1. As f¢ h(plo)dp = 1, f¢* oh(p|a)d e is the expected
payoff in marriage condltlonal on the marriage remaining intact, and having
received signal ¢ in the marriage market. Differentiating the expected lifetime
value of marriage (1’) with respect to o;

p [ ~Gul@*I0)([f: dh(slo)do - 9*)

V0<M|a>=j beo(Blodd + L
~B| 0= G(¢*[0)] [ Pho(dlo)dep

21. A number of recent empirical studies have argued that changes in divorce laws lead to
changes in bargaining power across spouses within marriage. Evidence in favor of this has been
found in the context of labor supply (Gray, 1998; Chiappori et al., 2002), spousal homicide and
domestic violence (Stevenson and Wolfers, 2003), and investments into marital specific capital
(Stevenson, 2003).
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The first term is positive because of the first order stochastic dominance of
signals. The second term is positive because —Ga(¢*|o) > 0 and the expected
benefit from marriage conditional on the marriage remaining intact must be at
least the divorce payoff, ¢*. Hence h,(¢|o) > 0 is sufficient to ensure the value
of marrying today is increasing in the signal. u

Proof of Proposition 1. Consider first the expected lifetime value of remain-
ing single at the two extreme values of the reservation marriage market signal:

V(S,0) = —s + BV (M)
_ —s+pVMla)/(a)
1-p '

V(S,a)

If o = o the individual marries the first person they meet in the marriage
market. The value of remaining single is then the one period search cost plus
the discounted value of marriage, unconditional on any signal. If 6 = & the
individual only marries the individual they are matched with if the highest
possible signal is received. The value of remaining single is made up of
two terms—the present value of searching each period, and the expected value
of marrying after having received the highest signal, 6. As lim,_; flo) = 0,
V(S, o) = — 15 Hence VS, ar) 1s positive at low reservation signals, and
negative at high reservation signals.

To understand the behavior of V' (S, o) between the extreme values of ap,
differentiate V (S, o) with respect to oz:

8V(S,0'R):_ Bsf(ar) +5lf;RV(M‘7)f(U)dU]
1—BF(og)

Oor (1—BF(ox)) ' o
_M 6 o)f(o)do—s—(1—PF(c o
_Klﬁfxoan{ﬁJ@’“AI')f(>d (1—BF( R»P1A4|R>}

(A1)

Hence there are two effects of setting a higher reservation signal on the
expected lifetime value of remaining single. On the one hand, the individual
is more likely to remain single and undertake costly search in the next period.
This reduces the value of remaining single. On the other hand, conditional on
marriage, the expected benefits from marriage rise. This increases the value of
remaining single.
To see how V' (S, o) changes at the extreme values of the reservation signal:
PEI0| - i)y (v) — s ¥ (Mlo)
OR
= Bf(a)(V(Slg) — V(M|g))

v(S,or)|  _ B(9) _ .
TRR = m[vww)(ﬁu 4 1(6) = 1) —s].

OR=0
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The interesting case is when V(S|g) > V(M|o), so that the individual is better

(?V(S,UR)

Doe > (. Otherwise individuals would

off searching. This ensures

OR=0
rather marry given even the lowest possible signal. As lim,—, flo) = 0,

B(1 +/(5)) — 1 <0, it follows that 2/15:0%)

A <0.

OR=0

The expected lifetime value of marriage conditional on having received sig-
nal oy is V(M|ay). This is positive and increasing everywhere in oz from
Lemma 1. Evaluating at o = a:

¢ B ¢

rile) = | peoleds + “¢ De(lo)dg + G<¢>*|g>¢>*]
p N

:O+m[0+ l.¢ ]7m¢

as lim, . ,G(¢|o) = 1. From assumption 3, V(M) > ﬁqﬁ*, and combining
this with the first result above, we have that V(S, o) > V(M|o). Hence given
the lowest possible signal has been received, the individual is better off
remaining single than marrying. Combining this with the earlier results that

Zow)) 50, Pl <0, ¥(M|o) > 0 for all o, and V(S]7) =
OR=0 OR=0

15 < V(M|G), gives the result that both the value of marriage and value

of remaining single increase in the signal, but the value of remaining single

eventually falls as higher reservation signals are set. Hence by continuity of

V(M|og) and V(S, og) in o, there exists a marriage market signal ¢ such that

V(Mlag) = V(S,0%)- "

Proof of Proposition 2. Totally differentiating (4) with respect to the per
period divorce payoff;

oV (Mlez)  OV(S,0%)

day o5 op°
d¢*: av(Sax) V(Mo | (A2)
Jday - Jday

Consider the terms in the numerator;

vVMleg) _ B

)
av(S,e3) p g oV(Mio),
96" 1 BF(eD J oo 1 7)1

- 3k
Note that dV%LJR) is decreasing in ¢} by the first order stochastic dominance of

signals. Hence a higher per period divorce payoff has the greatest effect on the




32 The Journal of Law, Economics, & Organization

lifetime value of the marginal marriage. Differentiating the lifetime value of
being in the marginal marriage with respect to ¢*;*

o OV (M| & oV (M|
oV (Mlak) L;; d¢*UR (0)do .BI dd):R o)do
o™ F(a}) = BF(o%)
BJr, Wafﬂ” S (o)ds gy (s, ak)
1—BF(a%)  0¢*
where the second inequality holds because GV%L‘TP = %G(d’ﬂ &%) is decreas-

ing in ¢%. Hence the numerator in (A2) is positive.
To calculate the sign of the denominator in (A2), note that at the equilibrium

reservation signal ¢%, V(M|og) intercepts V(S, op) from below, so that

v (Mla¥) _ OV (S,0% _— L
(a(,slf") > éaf") at the equilibrium reservation signal. Therefore;
R R

oV (M|a%) IV (S,a%)

do _ | e | positive
do* — |VSep)  OVMleR) | negative
Jda Jda

and so the equilibrium reservation signal decreases in the per period divorce
payoff.

Search costs do not affect the expected lifetime value of marriage. However
the expected lifetime value of remaining single is reduced. From (A1) note the
slope of V(S, oy) falls as search costs rise. Hence;

vV (M|ak)  IV(S,0%)

oy _ | "~ ~ & _ positive <0
ds oV(S.a) _ oV(Mag) negative
Jday Jday
so the equilibrium reservation signal falls with higher search costs. u

Proof of Lemma 2. The results follow from straightforward differentiation
of n¥;

8n;" — o (1 _B)J'_ﬁrmé
oo =f(o%) (1 — BF (o) — rms))z
ony¥ 1 - ey o
O, (1 —ﬁ(F( 5) rm)) sI(1 = B(F(0%) = Ts))B — (1 = B+ BT ws) Bl
_ PO =F(op)
(1 =B(F(of) —T

Bf (o%) >0

> 0.

ms))?

22. This follows the same method as the proof of the main result in Bougheas and Georgellis
(1999).
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Given that n = 1 — n¥, it follows that 2% < 0 and 2% < 0. u
X s
Proof of Lemma 3. Differentiating the marriage rate with respect to o;

e s (= FloR)
00 (1= B(F(oF) — Tos))?
(1= B(F (%) = Ts)) B
X
_(l_ﬁ+ﬁrmS)( (0';)"'[3 3m>
e, (-Fla})
I T o) - TP
y { —B(1 = B+ BUns)G(d*|a3)f (o)
+ﬁ(1 - ﬁ+ ﬁrms)( (¢*|O-R> l)f( )

| <o

Similarly for the divorce rate;
O(DR) _ 1
(90‘; (1 - ﬁ(F(Uﬁ) - FmS))z
(1 = B(F(5%) = L)) (=B ()T + B1 = F(03) %52
+ B (1 = F(o§) s (f(0) - %)

1
(1= B(F(a%) = Ts))’

[B(1 — F(ok))g(¢*|ok )(BF(GR)— 1)} “0
+ﬁrmsf(o-R (ﬁ(l ) - 1) '

Differentiating marriage and divorce rates with respect to the flow of individ-
uals from marriage into singlehood;

_ _ o ﬁ(l_ﬁ(F(az)_rm?))_ﬁ(l_ﬁ+ﬁrmv)
Oms (1= F R))l (1= B(F(a%) — Ty))? ]
pA-F(p) 1
|:1 _ﬁ(F(O-;g)_rms)] >0

ODR) _ . p*(1—F(a})) :n,{ 1 — BF(c})
OMms " (1= B(F(0%) —Twe))* L1 = B(F(0}) — Ts)

|0

Hence the marriage rate decreases in the reservation signal, and increases in
the flow of individuals from marriage into singlehood. The divorce rate
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decreases in the reservation signal and increases in the flow of individuals from
marriage into singlehood. u

Proof of Lemma 4. Note from (10);

(1 = F(0))(Lns — DR)

MR = (1 = F(af))nt = (1 - F(a3))(1 — nf) = -

which is equation (12) in the main text. If the marriage rate is greater than the
divorce rate;

(1 = F(0%))(Ls — DR)

DR <
Fms

(1 = F(a%)) s

DR < .
Los + (1 = F(0%))

L _BO=F(e})

Substituting in for DR = I',n% = ST BT =)’
=T

greater than the divorce rate if;

the marriage rate is

B(1 = F(a%))Uis < (1 = F(a%))ms
1= B(F(0%) = Tms)  Dms + (1 = F(a}))

BTms + B(1 — F(o%)) < 1 — pF(0%) + T s.
This holds if f < 1 which is always true. ]

Proof of Proposition 3. The first part of the proof follows from the results in
proposition 2 and lemma 3;

d(MR) _O(MR) do% . .
dpr 0% 0pF (negative)(negative) > 0

d(DR) O(DR) da} . .
do* ot 0% (negative)(negative) > 0.

To see the effect on the number of marriages per single, note that;

ams) —nif (o) — (1 — F(o})ge: 0
Dot = o <0.

This is negative because, as shown in lemma 2, % > 0. Hence;
R

d(MS) O(MS) da . .
i ek 00 (negative)(negative) > 0.
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To see the effect on the number of divorces per married, note that;

5O g _ ong
O(DM)  Twmgex rmsaa;;

o (n;;)z

. . . . . #
which is of ambiguous sign because, as shown in lemma 2, g’;* < 0. Hence
d(DM) __ 9(DM) do

. . . R .
45 = “0o% 9+ 18 of ambiguous sign. To see the effect on marriage market
R
turnover;

DR rmsn;nk ﬁrms

TMR™ (1—F(o%)nf 1—B(1—Tp)

Differentiating with respect to the equilibrium reservation signal;

or 1 OL s O s
ﬁ = (1 _ ﬂ(l _ rms))z (l - ﬁ(l - Fms‘))ﬁ 80’; - ﬁrmsﬁ&f‘;
(U= BEG(TIeRy@n) _,

(1= B(1 = Tyy))?

Combining this result with that in proposition 2,

dT T Jo% . .
e %g;i = (negative)(negative) > 0

so turnover increases in divorce payoffs. L

Proof of Lemma 5. Note that the expected period payoff in marriage con-
ditional on the marriage surviving can be rewritten as;

¢ ¢ b rh
j j u<.>g<¢h7¢w|o>d¢hd¢w+j J u()g(bp, Bulo)ddydd,
o5 oz ¢ J¢

ok P o s
+j ju(.>g<¢h,¢w|a>d¢hd¢w—2j j u()g( By bolo)dbrdeb,
¢ Jo ¢ Jo

¢ ¢ F
=J j u<.>g<¢h,¢w|a>d¢hd¢w+j u()g(slo)dd,
oh Jok ¢

o oh ron
+j u<.>g<<z>wwo>d¢w—zj J u()g (b o)Ay d.
¢ ¢ I

The first term above corresponds to region D in figure 2, the second term to
region A + B, the third term to A + C, and the last term to 2A. Hence together
they correspond to B 4+ C + D. Substituting this into (17), differentiating with
respect to o, and rearranging;
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OV (M]o)

¢ (o
g =), J, ueebn auieridn,

B ¢ (b
P 6 =;:,¢>$|o>>j j u()go(Dp, o l0)d s
o Jok

p leh )8 (Palo)dpy,
+ (1 = G(41, 630)
ﬁ jq&h J‘qﬁ‘1 gJ ¢h7¢w| )d¢hd¢w
B I3 u()go(dulo)dd,,
——(1 = G(¢}, ¢3l0))
1-5 ' Lz;h Lf )8 (Pp, Pylo)ddyd e,
8 fqa f¢ 2(dp, ylo)dd,de,,
T gl dile)y - J},;‘ )8(dp dulo)ddag, (- (A3)
_u( T?O)

The first two terms are positive by first order stochastic dominance. The third
term corresponds to the expected utility in regions A + B minus region A in
figure 2;

o oh ron
J u<.>g,,<¢h|a>d¢h—j J u()go($n brlo)ddud
¢ ¢ Jo

o5
= J¢ J *u(.)g0(¢h7¢w|a)d¢hd¢w

w

which is again positive. A similar argument then applies to the fourth term in
(1). The final term is the expected utility in marriage conditional on the mar-
riage remaining intact, minus the utility in divorce. By definition, this is pos-
itive. Hence in a mutual consent divorce regime, the value of marrying today
increases in marriage market signals. n

Proofof Lemma 6. Differentiating (19) with respect to g, and substituting in
for S(¢%, p¥|o) from (18);
Ll
Jda

¢ o B
|| szeton dulorddnds, + 1 - siangtio)

oo b
¢

x ( | j u<.>go<¢h,¢w|o>d¢hd¢w>
o5 Joy

B (Gha(¢’zo)+Gwa<¢>$la)>

[—p\ ~Ga(d5. dtlo)

y (f;; [0 ()& (Bp. Bul0)ddyd b,

~u(¢%,0)
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The first two terms are positive by first order stochastic dominance. Note that
in the third term;

Gha(¢ﬁ|‘7) + Gwa(‘ﬁvﬂ“) — Gy >hk>§b$|0) = Ka(d)ﬁ,f/)ﬂﬁ) <0

from assumption 4. The final term is the difference between the expected
utility in marriage conditional on the marriage remaining intact minus utility

in divorce, which is positive. Hence the third term is positive and so
VN (M|o)
5 > 0. "

Proof of Proposition 4. Subtracting (19) from (17);

1

5 (' (Mlo) — V™M (M]0))

fq’) Jd) ¢h7¢w| )d¢hd¢w

= (1 - G(¢%, ¢3klo)
le” L,” g(by, dulo)deyde,,

)
(=St || w0t duio)ddds,

W

+(G(9, ¢la) — S(¢7, ¢ula))u(¢r, 0). (A4)

Divorce is more likely to occur under unilateral divorce so that
G(d%, dklo) < S(¢F, ¢|o) so the final term above is negative.

Hence although under mutual consent the marriage is more likely to remain
intact, conditional on it remaining intact, the expected utility in marriage is
lower than under a unilateral divorce regime. To establish which of these
effects dominates, rewrite (A4) as;

1ﬁﬁ(VMC(M| ) = VM (Mla)) = (1 — G(¢F, piklo)
(1 = S, ¢l (J;ah JiuCe( by dulo >d¢hd¢>w>
—u( *,0)
(1 — G(gt, 451o) Lsh g(Pulo)dd,,
+ (1 - Pl
' _f¢h J;p” g2(op, bylo)dd,de,,
I¢‘ )dd)w
x (1= G(¢5, ditlo)) : (A5)

- f¢h J“(pw d)h, ¢ |G)d¢hd¢)

Note that G(¢F, ¢p¥|o) < S(¢%, p¥|o) is positive, and the term;
hs Pw hs Pw

Sk *

0 roron
j u(.>g<¢>h|a>d¢h—j j u()g (b dul0)dbydeb,
¢ ¢ Jo
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is the difference between the husband’s expected utility if has lower benefits in
marriage than in divorce, and his expected utility if both he and his wife have
lower benefits in marriage than divorce. The class of utility functions studied
assumes spousal benefits in marriage are weak complements so that u;, > 0.
The husband can therefore never expect to be worse off as his wife becomes
better off. Hence this term is non—negative. A similar argument applies to the
final term in (AS). n

Proof of Proposition 5. Consider first the expected lifetime value of remain-
ing single for any individual under regime r at the two extreme values of the
reservation signal;

Vi(S,0) = —s+ pVi(M)
Vl-r(S, 5') _ _s+ﬁ11/1’£1\2|0-)f(6) _ . iﬁ

where the second equality follows from lim,—; f{oc) = 0. Now consider the
expected lifetime utility of marrying under both divorce regimes, again eval-
uated at the extreme values of the reservatlon signal. Evaluating (17)atc = @
and usmg the normahzatlon j(f) f¢ u(dp, d,)g(dy, by la)ddyde,, = 0 and

G(¢, prla) =

B
1-p
Hence V€ (M|g) < VMC(S,0)if {55 ﬁ u(¢¥,0) < —s + BVYMC(M), which is
ensured by assumption 6. Slmllarly, in a unilateral divorce re 1me evaluat-
mg (19) at oc=g¢ and usmg the normahzatlon j¢ f(b u(dy, o)

xg(dy, Plo)dd,do,, = 0 and S(¢}, pikla) =

VM (M|g) =

v (M|g) = u(¢r,0).

B
— ﬁu( *,0).

Hence VM (M|a) < VIN(S, ) if {Lzu($%,0) < —s + VPN (M), which is
ensured by assumption 6.

Given that fd) j¢ u(¢y, ¢,)g(dy, d,la)dd,de,, = 0 and that by assump-

tion 4, signals can be ordered such that the distribution of utility in marriage
generated by higher signals stochastically dominate the distributions given
by lower signals;

Vi(S.5) = —ﬁmma <0<V (M]o).

Hence V' (M|g) < VI (S,a),and V! (S,5) < VI (M|c). Hence by continuity of
VI(S,0)and V! (M|o) in o, there exists a marriage market signal ¢/, such that
VI(M|oi%) = V] (S, o) for men and women in both divorce regimes. W



Marriage Markets and Divorce Laws 39

References
Akerlof, G. A. 1998. “Men Without Children,” 108 Economic Journal 287-309.
Amato, P. R., and A. Booth. 1997. A Generation at Risk: Growing Up in an Era of Family
Upheaval. Cambridge, Mass.: Harvard University Press.
Atkinson, A., and F. Bourguignon. 1982. “The Comparison of Multi-Dimensional Distributions of
Economic Status,” 49 Review of Economic Studies 183-201.
Becker, G. S. 1981. 4 Treatise on the Family. Cambridge, Mass.: Harvard University Press.
Becker, G. S., E. Landes, R. Micheal. 1977. “An Economic Analysis of Marital Instability,” 85
Journal of Political Economy 1141-88.
Bentolila, D., and G. Bertola. 1990. “Firing Costs and Labor Demand: How Bad is Eurosclerosis?”
57 Review of Economic Studies 381-402.
Bougheas, S., and Y. Georgellis. 1999. “The Effect of Divorce Costs on Marriage Formation and
Dissolution,” 12 Journal of Population Economics 489-98.
Brien, M., L. Lillard, and S. Stern. 2002. “Cohabitation, Marriage, and Divorce in a Model of
Match Quality,” working paper, University of Michigan.
Burdett, K., and M. Coles. 1997. “Marriage and Class,” 112 Quarterly Journal of Economics
141-68.
Chiappori, P., B. Fortin, G. Lacroix. 2002. “Marriage Market, Divorce Legislation and Household
Labor Supply,” 110 Journal of Political Economy 37-72.
Choo, E., and A. Siow. 2003. “Who Marries Whom and Why?” working paper, University of
Toronto.
Clark, S. 1999. “Law, Property, and Marital Dissolution,” 109 Economic Journal C41-54.
Friedberg, L. 1998. “Did Unilateral Divorce Raise Divorce Rates? Evidence from Panel Data,” 88
American Economic Review 608-27.
Gardiner, K., M. Fishman, P. Nikolov, A, Glosser, and S. Laud. 2002. “State Policies to Promote
Marriage,” Final Report, The Lewin Group, Inc.
Goldin, C., and L. Katz. 2002. “The Power of the Pill: Oral Contraceptives and Women’s Career
and Marriage Decisions,” 110 Journal of Political Economy 730-70.
Gray, J. 1998. “Divorce Law Changes, Household Bargaining, and Married Women’s Labor Sup-
ply,” 88 American Economic Review 628-42.
Grossbard-Shechtman, S. A. 2003. Marriage and the Economy: Theory and Evidence from
Advanced Industrial Societies. Cambridge, UK: Cambridge University Press.
Gruber, J. 2004. “Is Making Divorce Easier Bad for Children? The Long Run Implications of
Unilateral Divorce,” Journal of Labor Economics (forthcoming).
Jacob, H. 1988. Silent Revolution: The Transformation of Divorce Law in the United States.
Chicago: University of Chicago Press.
Johnson, J., and C. Mazingo. 2000. “The Economic Consequences of Unilateral Divorce for Chil-
dren,” working paper, University of Illinois at Urbana—Champaign.
Lundberg, S., and R. Pollak. 2001. “Efficiency in Marriage,” working paper 8642, NBER.
McElroy, M., and M. Horney. 1981. “Nash—bargained Decisions: Towards a Generalization of the
Theory of Demand,” 22 International Economic Review 333—49.
Mechoulan, S. 2003. “Divorce Laws and the Structure of the American Family,” working paper,
University of Toronto.
Michael, R. 1988. “Why Did the US Divorce Rate Double Within a Decade?” 6 Research in
Population Economics 367-99.
Mortensen, D. 1988. “Matching: Finding a Partner for Life or Otherwise,” 94 American Journal of
Sociology S215-40.
Murphy, R. 1999. “Family Values and the Value of Families: Theory and Evidence of Marriage as
an Institution,” working paper, Virginia Polytechnic Institute and State University.
.2002. “A Good Man is Hard to Find: Marriage as an Institution,” 47 Journal of Economic
Behavior and Organization 27-53.
Oppenheimer, V. 1988. “A Theory of Marriage Timing,” 94 American Journal of Sociology
563-91.
Parkman, A. M. 1992. No-Fault Divorce: What Went Wrong? Westview Press: San Francisco.




40 The Journal of Law, Economics, & Organization

Peters, E. 1986. “Marriage and Divorce: Informational Constraints and Private Contracting,” 76
American Economic Review 437-54.

Piketty, T. 2003. “The Impact of Divorce on School Performance: Evidence from France 1968—
2002,” working paper, EHESS.

Pollak, R. A. 1985. “A Transaction Cost Approach to Families and Households,” 23 Journal of
Economic Literature 581—608.

Popenoe, D. 1993. “American Family Decline, 1960-1990: A Review and Appraisal,” 55 Journal
of Marriage and the Family 527-55.

Rasul, 1. 2003. The Impact of Divorce Laws on Marriage, working paper, University of Chicago.

Stevenson, B. 2003. “The Impact of Divorce Laws on Marriage-Specific Capital,” working paper,
Harvard University.

Stevenson, B., and J. Wolfers. 2003. “Till Death Do Us Part: The Effects of Divorce Laws on
Suicide, Domestic Violence and Intimate Homicide,” working paper, Stanford GSB.

Waite, L., and M. Gallagher. 2000. The Case for Marriage: Why Married People Are Happier,
Healthier, and Better Off Financially. New York: Broadway Books.

Weiss, Y., and R. Willis. 1997. “Match Quality, New Information, and Marital Dissolution,” 15
Journal of Labor Economics S293-99.

Wolfers, J. 2003. “Did Unilateral Divorce Laws Raise Divorce Rates? A Reconciliation and New
Results,” working paper 10014, NBER.

Zelder, M. 1993. “Inefficient Dissolutions as a Consequence of Public Goods: The Case of No-
Fault Divorce,” 22 Journal of Legal Studies 503—20.

. 2003. “For Better or for Worse? Is Bargaining in Marriage and Divorce Efficient?” in

A. W. Dnes and R. Rowthorn, eds., The Law and Economics of Marriage and Divorce.

Cambridge, UK: Cambridge University Press.




