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Abstract

The 2008 alimony reform in Germany considerably reduced post-marital and
caregiver alimony. We analyze how individuals adapted to these changed rulings in
terms of labor supply, the intra-household allocation of leisure, and marital stability.
We use the German Socio-Economic Panel (SOEP) and conduct a difference-in-
difference analysis to investigate couples’ behavioral responses to the reform. In
general, the results do not confirm theoretical expectations from labor supply and
household bargaining models. In particular, we do not find evidence that women
increase their labor supply as a result of the negative expected income effect. Neither
do our results reveal that leisure is shifted from women to men as a response to the
changed bargaining positions. We find some evidence that married couples are more
likely to separate after the reform, but this effect vanishes once unobserved
heterogeneity at the couple level is controlled for.

Keywords Alimony - Marital instability - Female labor supply - Intra-household
bargaining

JEL Codes J12 -J13 - J22

1 Introduction

For a long time, alimony regulations have been a means to protect the spouse
concentrating on housework and childcare within a marriage, providing them with
payment entitlements in the case of divorce. In addition, they have been a means to
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protect the welfare state from benefit claims, by balancing (tax) benefits for married
couples with (post-)marital duties. Even after the introduction of ‘no-fault divorce’ in
the 20th century, alimony regulations were preserved, and some countries such as
Canada and Brazil further introduced alimony claims for non-married couples upon
separation, this way harmonizing the legal rights of marital and non-marital unions.
The 2008 alimony reform in Germany, in contrast, harmonized the rulings for
married and non-married couples from the opposite direction, by reducing the
entitlements for married couples.

In this paper, we analyze the behavioral responses of married couples to this
reform in terms of labor supply, the intra-household allocation of leisure, and marital
stability. The empirical investigation of such effects is crucial to assess the longer-
term consequences of the reform. When female labor force participation does not
increase, the objective of increased economic post-marital self-responsibility cannot
be reached and the state might be forced to compensate a part of the reduced alimony
payments in terms of unemployment benefits or social welfare.

Since alimony payments have been mostly received by women and paid by men,
opposed reactions of men and women to the reform are expected. From the per-
spective of a labor supply model, the alimony reform translates into a negative
income effect for women, who can now expect less post-marital and caregiver ali-
mony upon divorce. Therefore, women’s labor supply is expected to increase as to
balance the adverse effect, while their leisure should decrease. For men, the income
effect works in the opposite direction, i.e., the increased income after the reform is
expected to reduce men’s labor supply. However, as alimony payments depend on
men’s income, the substitution effect associated with the alimony reform would
induce men to increase their labor supply, so that the overall effect on men’s labor
supply is ambiguous. Intra-household bargaining models further suggest that the shift
of financial resources from wives to husbands in the case of divorce changes the
intra-household allocation of resources even within marriage. Transferring leisure (or
other goods) from women to men could balance the altered options outside marriage,
such that the decision to divorce would not be affected. However, if the assumptions
of transferable utility and low-cost bargaining are not fulfilled, the divorce rate could
also increase, because men face lower alimony payments, or decrease, because less
women file for divorce due to the increased financial consequences. The expected
effect of the reform on separation rates is therefore ambiguous.

Previous studies on changes in divorce law have mainly focused on evaluating the
effects of the introduction of the ‘no-fault’ or ‘unilateral divorce’l, showing that
individuals indeed react to such reforms. Friedberg (1998) and Wolfers (2006) find
increases in divorce rates after the introduction of unilateral divorce in the USA. For
a panel of European countries, Gonzélez and Viitanen (2009) obtain similar results,
and find even stronger effects for the introduction of no-fault divorce schemes.

! With no-fault divorce, a marriage can be dissolved even if neither spouse can be blamed for the
breakdown of marriage, e.g., because of having committed adultery. Many countries even have been
accepting this ‘irretrievable breakdown of marriage’ as a reason for divorce if it is put forward by only one
spouse. These legal schemes are then classified as ‘unilateral divorce’ regimes, as opposed to ‘consent’
(also called ‘bilateral’ or ‘mutual divorce’).
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Further studies show that divorce laws can also affect outcomes other than the
divorce rate. Peters (1986), for example, finds no effect of the introduction of uni-
lateral divorce in the USA on divorce rates or fertility, but on female labor force
participation, divorce settlement payments and remarriage rates. Gray (1998) ana-
lyzes heterogeneous effects by type of marital property regime and shows that with
community-property law, the bargaining position of women improved with the
introduction of unilateral divorce and led women to decrease their home production
and increase their leisure, while opposite effects are found under separate property
systems. Focusing on alternative measures of bargaining power, Stevenson and
Wolfers (2006) demonstrate that the introduction of unilateral divorce in the USA
had a negative effect on domestic violence, suicides, and homicides with female
victims. Brassiolo (2016) finds decreased domestic violence as a result from facil-
itations of divorce in Spain. For the European case as a whole, Kneip und Bauer
(2007) show that the introduction of unilateral divorce led to rising divorce rates and
thereby increased female labor force participation and lowered fertility.

Analyses of the behavioral responses to changes in alimony law, however, are
relatively scarce. Exceptions are Rangel (2006) and Chiappori et al. (2017), who
investigate the effects of the introduction of alimony claims for cohabiting couples in
Brazil and Canada, respectively. Both studies apply difference-in-difference analyses
using couples who were not affected by the reform as control groups. The authors
find that, as expected by theory, those women who benefitted from the reform
decreased their labor supply, at least at the intensive margin. Rangel (2006) finds
reductions in women’s working hours by 3%. Chiappori et al. (2017) show that for
women who were surprised by the reform, the probability to work full-time
decreased by 4.7% points, while no such effects, or even reversed patterns, are found
for couples that were formed after the legal change, possibly because of changes at
the matching stage. At the extensive margin, i.e., for women’s labor force partici-
pation, neither of the two studies finds significant changes. The result of stronger
reactions at the intensive rather than the extensive margin of labor supply is con-
firmed by Altindag et al. (2017), who study shifts in the intra-household allocation of
market work and housework as a response to the introduction of joint custody law in
the USA. The authors find that mothers increased their working hours and fathers
decreased their household work by 8% each. Mothers’ probability to work, however,
was not affected by the reform.

With respect to the introduction of alimony claims for cohabiting couples in
Brazil, Rangel (2006) further shows that the years of schooling of first-born
daughters of these couples increased and that cohabiting women significantly
reduced their housekeeping activities. For men, he does not find corresponding
changes in working or housekeeping activities. For the Canadian case, Chiappori
et al. (2017) reveal that those couples who were surprised by the reform were less
likely to get married and the cohabitation period was longer, while the total duration
of the relationship was not affected. The fact that divorce laws play an important role
at the matching stage has also been shown for the USA. Wong (2016) uses the
introduction of homemaking provisions that take into account the spouses’ con-
tribution to household production for property division after divorce and shows that
this let marriage rates to increase by up to 10%.
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For Germany, empirical evidence on the behavioral response to changes in ali-
mony law is even rarer. In the year following the 2008 reform, the Bertelsmann
Foundation conducted a survey on the public awareness of the changes in alimony
law, and on the reactions to and the opinion on the reform. Overall, 16% of the 1560
interviewed persons (from randomly drawn households with children up to age 25)
had not heard about the reform, 57% had at least heard about it, and 17% reported to
know details. The results further reveal that men evaluated the reform more posi-
tively than women. However, both men and women stated that the reform had
incentivized them to increase their labor supply and to share childcare and paid labor
in a more egalitarian way (Bertelsmann Stiftung 2009, pp. 7, 9, 11, 12). In terms of
causal evaluations, the study by Fahn et al. (2016) represents the only quantitative
analysis of the effects of the German alimony reform so far. Using administrative
vital statistics as well as data from the German Microcensus, the authors find that the
abolition of caregiver alimony for married parents with children above the age of
three years led to a decrease in relative in-wedlock fertility and fewer marriages.

We contribute to this literature by evaluating couples’ behavioral responses to the
reform more broadly. In contrast to the reforms investigated in the previous literature,
the 2008 alimony reform in Germany did not introduce new alimony claims, but
rather reduced the entitlements for married couples, this way changing the expected
financial situation after divorce. Unlike Fahn et al. (2016), we do not only focus on
the changes in caregiver alimony, but more generally on different types of alimony
payments after divorce. Accordingly, we do not exclusively target couples’ outcomes
such as separation or divorce but include analyses on individual adaptations to the
reform in terms of labor supply and leisure. In the empirical analysis, we use the
German Socio-Economic Panel (SOEP) and apply a difference-in-difference model
to estimate spouses’ reactions to the reform. As the reform was universal in the sense
that it changed the legal basis for all (back then) current and future alimony payments
after divorce, without any cut-off rules or other exogenous variation, our aim is not to
disentangle the overall causal effect of the reform. Rather, we focus on analyzing
differences in the behavioral response of never-married cohabiting couples and
couples who had first married in the years before the 2008 reform and were then
‘surprised’ by the new ruling. Accordingly, our results provide evidence on the short-
term effects on those who were already married before the reform, while they do not
tell us anything about the long-term effects on couples who were formed after the
reform. We further explore the heterogeneous effects of the reform by conducting
sub-sample regressions for different groups of individuals.

Overall, we do not find strong behavioral responses in terms of intra-household
time allocation. In particular, female labor supply did not increase significantly, and
no shifts of leisure from women to men are found. We do find some evidence that the
reform increased the separation rate of married couples, but this effect vanishes once
unobserved heterogeneity at the couple level is controlled for.

The remainder of this article is structured as follows: In Section 2, we describe the
main features of the German alimony law and of the 2008 reform and derive its
expected effects based on different theoretical approaches. The empirical strategy
and the data used are described in Section 3. In Section 4, we present our estimation
results, and Section 5 concludes.
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2 Institutional and theoretical background
2.1 The 2008 alimony reform in Germany

After the divorce of a marriage, alimony claims can be made by an ex-spouse who
cannot sustain him- or herself against the former partner, provided the latter’s income
exceeds the deductible for basic needs. The German alimony law specifies several
circumstances which can justify such claims, including child care, elderliness, illness
or affliction, unemployment, (further) vocational training or re-training, and reasons
of equity. These claims result in alimony payments for child care (‘caregiver sup-
port’) and post-marital alimony (also called ‘divorce alimony’). The latter is based on
two principles: the compensation of disadvantages that emerged within or were
caused by the marriage, and post-marital solidarity (Wellenhofer 2011). While child
support, i.e., alimony payments provided by the parent not living with their child to
contribute to the child’s living, is determined by family courts following specific
rates, volume and duration of these payments are determined by family courts on an
individual basis.

Before the new German alimony law took effect in January 2008, the last main
changes of this law had been introduced in 1977. These had encompassed the
abolition of the fault principle, which had reduced alimony claims to persons not
responsible for marital breakup. Until the end of 2007, the legal situation had
therefore not changed for a long time. For previously married parents with children,
full caregiver alimony was paid after a divorce to the parent who cared for the
common child(ren) until the (youngest) child’s 8th birthday. Until the 15th birthday,
the caring parent was expected to work part-time. For separated, but previously
unmarried parents, caregiver alimony was usually only paid until the 3rd birthday.
Post-marital alimony was paid generously but could be limited in time and volume in
certain cases, e.g., when the marriage had been of short duration?. In the case that the
income of the ex-spouse with the higher income did not suffice to cover the demands
of all alimony claimants®, the claims of children and ex-spouses were given equal
priority. In contrast to countries such as Canada, alimony claims between unmarried
cohabiting partners upon separation (other than for caregiving) have never been in
place in Germany.

The 2008 alimony reform in Germany entailed several changes to this law*, which
were meant to serve three main purposes: (i) strengthen children’s well-being, (ii)
emphasize post-marital self-responsibility, and (iii) simplify the alimony law. The
main change with regard to the first objective was a new ranking for the case of
conflicting claims: While until 2008, the ex-spouse had been on a par with underage
children’, these children are now put first in the ranking of several alimony claimants.
(Ex-)spouses are ranked second if they can assert alimony claims due to child care or

2 While the law does not define this short duration in years, legal practice has set it to between two and
three years (Bundesgerichtshof 1986).

3 This is a frequent case according to Borth (2007).
4 See Table 8 for a comparison of the old and new rulings.

3 Children until the age of 21 have similar rights when they are still in school education and living in the
parent’s household (BGB 2007: Sec. 1603, 1609; BGB 2008: Sec. 1603, 1609).
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if the marriage is or was of long duration®, and ranked third in any other case. The
following ranks four through seven comprise older children as well as grandchildren
and other offspring, own parents and more distant relatives. If the income of the
alimony payer does not cover all claims, they are answered one after the other, as
long as the liable party’s income still exceeds the deductible (Wellenhofer 2011).
This means that on average, children receive more and ex-spouses receive less
alimony after the reform.

Hence, the measures to achieve the first objective of the reform already con-
tributed to the second objective: Improving the position of children in the order of
alimony claimants automatically forced ex-spouses to rely less on alimony payments
than before. In addition, three further main changes emphasized post-marital self-
responsibility: First, ex-spouses who take care of the couple’s children have now
lower caregiver alimony claims in the sense that they are expected to work from their
child’s 3rd birthday on. Thus, the threshold for divorced parents was adapted to the
old ruling for alimony claims between non-married parents after their separation.
Second, the ‘principle of self-responsibility” was introduced in the law. While the old
law started from the situation where one divorced spouse cannot meet his or her own
needs, the new version states as a rule that each spouse is responsible to earn their
own living after divorce, and alimony claims are rather an exception to this rule.
Third, alimony claims can now also be refused or limited (in time and volume) when
the claimant is living again in a long-term relationship, and not only—as before—in
the case of re-marriage.

The new law affects almost all marriages, also those that had started before 2008.
Only marriages that were divorced before July 1977 are exempted. Given that all
alimony payments except for child support are decided on by family courts on an
individual basis, alimony payments that were decided on before 2008 have not been
changed automatically. A retrial can be requested provided that a considerable
change can be expected, and the change is not unreasonable for the other party.’

While the new alimony law only took effect in January 2008, the discussion of a
reform of the alimony law started already in 2000, when a reform of child support
had become necessary as a reaction to a decision of the Federal Constitutional Court
of Germany (Bundesverfassungsgericht) as of 1998 (BT-Drs. 14/3781 2000, p. 1).
However, a first legal draft was not presented and discussed in parliament and the
Committee on Legal Affairs until 2006 (Deutscher Bundestag 2006). At that point,
the new law was planned to take effect in April or July 2007 (Deutscher Bundestag
2006, pp. 24, 28). In response to the reform draft, several petitions were launched,
but warnings of several experts concerning the constitutionality of the planned
caregiver support regulations were not taken into account. Two days before the legal
draft was about to pass in parliament in May 2007, the Federal Constitutional Court
intervened and declared the planned caregiver alimony regulations to be uncon-
stitutional (Bundesverfassungsgericht 2007), as the new regulations on caregiver
support had foreseen to maintain differences in the treatment of formerly married and

6 Again, the law does not define this duration in years. Legal practice used to apply a threshold of around
10 years (Born et al. 2012: Sec. 1609, margin number 21).

7 For a change to be considerable, the expected change in alimony payments has to be approximately 10%
(Gruber 2013, S. 113).
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unmarried parents (BT-Drs. 16/1830 2006, pp. 7, 8, 13). Therefore, the introduction
of the law was again postponed, the draft was adapted another time and finally passed
in parliament on November 9, 2007. The ‘Unterhaltsrechtsdnderungsgesetz’ (law to
change the alimony law) was published on December 21, 2007, and took effect on
January 1, 2008 (Deutscher Bundestag 2007).

2.2 Expected behavioral responses to the alimony reform

The expected responses to the decreased post-marital and caregiver alimony mainly
depend on whether an individual expects to be payer or recipient of alimony pay-
ments, and on how strong the expected changes in alimony are. The direction of
alimony payments in the case of separation or divorce is determined by the (expected)
relative income of partners, and by who is or expects to be the main caregiver of
common children. While no comprehensive official statistics on the gender of alimony
beneficiaries are available, official data (Statistisches Bundesamt 2017) show that
between 2005 and 2010, which is the main time horizon of our analysis, 87% of single
parents in Germany were women. In addition, labor income differs largely between
men and women: According to SOEP data for the sample considered in this analysis,
the gross labor income of women was still 29% lower than that of men. Accordingly,
as indicated by SOEP data for the years 2005-2010, about 95% of alimony payments
were received by women. This confirms that the reductions in post-marital and
caregiver alimony on average translated to a negative (expected) income change for
women, and to a positive change for men. For the reason of simplicity, we therefore
consider women as alimony beneficiaries and men as alimony payers.

From the perspective of individual labor supply models (e.g., Becker 1965,
Gronau 1977), the reduced expected alimony payments for women clearly translate
into a negative income effect. Assuming leisure to be a normal good, the negative
income effect should induce women to reduce their leisure. Accordingly, they can be
expected to increase their labor supply by taking up a waged employment or raising
their working hours. As the reform had a differential effect for both genders, opposite
income effects are expected for men, whose expected income increases with the
reform.

As alimony payments depend on the (relative) income of partners, substitution
effects may also occur, which have merely been discussed in previous literature.
When sticking to the individual labor supply model with a given income of the
partner (during or after marriage), however, the substitution effects are not symmetric
for women and men. For men, the substitution effect is comparable to the effect of a
tax reduction on labor, since the expected share of income to be paid for alimony has
decreased with the reform. Once basic needs and potential children’s alimony claims
are covered, men’s budget line therefore steepens. The resulting positive substitution
effect thus works against the negative income effect. For women, the substitution
effect is less obvious. The reform reduced the alimony payments from a level that
often maintained women’s previous living standard for a long time to a lower net
present value, as the possibilities to limit the payments in time and volume were
extended. This steepens the budget line of their expected income from own earnings
and payments received from the point where their own earnings exceed the expected
pre-reform alimony payments to the point where their own earnings exceed the
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expected post-reform alimony payments. Depending on the pre-reform optimum, this
positive substitution effect can therefore reinforce the income effect.

Considering that the alimony reform changed rulings after divorce, not only
adjustments at the individual level, but also at the household level can be expected.
From the perspective of an intra-household bargaining model, not the individual
income change matters, but even more the relative position of a partner. The allo-
cation of resources such as individual consumption goods or leisure between het-
erogeneous partners within the household is assumed to be the result of a bargaining
process. The relative bargaining power of each partner may partly be determined by
each partner’s income, but also by other factors affecting the individual utility after a
separation. In this context, the reduction in alimony payments for women worsens
wives’ bargaining power, since their options outside marriage deteriorate in financial
terms. Accordingly, husbands’ bargaining power increases as they have to pay lower
post-marital and caregiver support in case of a divorce. Following the Becker—Coase
theorem (Coase 1960, Becker et al. 1977, Becker 1993) such changes in partners’
outside options and thus bargaining power should only affect the decision to separate
when the sum of wealth (or utility) of the partners outside versus within marriage
changes. If one partner is put better off outside marriage at the cost of the other
spouse, but the overall wealth outside (and within) marriage is not affected, the
couple will not be less or more likely to separate, as the changed relative positions are
compensated in a bargaining process. The bargaining power of the partner whose
outside options improves will increase and (s)he will be able to obtain a larger share
of the household’s goods for individual use.® Accordingly, we expect the leisure time
of women to decrease and that of men to rise, which is in line with the predictions of
the labor supply model for women.’

Given that such a compensation of the changed relative outside options of the
partners takes place, the decision to separate should not be affected by the reform—at
least if the sum of wealth for both partners is not changed. For spouses with children,
however, the alimony reform did not only lead to zero-sum shifts of expected alimony
payments between spouses but increased the child support in cases where the income
of the spouse with the higher income does not suffice to cover all potential alimony
claims. For these couples, where the reform also transferred resources to a third party
not deciding upon divorce, the decision whether to divorce might have been influ-
enced, even if the Becker-Coase theorem holds. If child support is transferred to the
caregiver’s bank account, as common for underage children, this might result in a
cushioned reform effect: even though mothers should receive less post-marital and
caregiver alimony, this could partly be outweighed by higher child support payments.

Even if changed options outside marriage are not balanced by intra-household
shifts of resources and the theorem does not hold, it is still not clear whether or how

8 The validity of the theorem is based on the assumptions of transferable utility and low bargaining or
transaction costs. Moreover, as Rangel (2006) argues, the threat of ending the relationship has to be
sufficiently credible, which he expects to be the case rather for unmarried than married couples. Otherwise,
the change of the threat point would not need to affect the bargaining process. A more detailed discussion
of the Becker—Coase theorem and its assumptions is included in Chiappori et al. (2009, 2015).

° If one partner’s leisure time increases (decreases), either his/her housework time or his/her working time
has to decrease (increase). Hence, the changed bargaining position can also affect the partner’s labor

supply.
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couples’ probability to divorces changes. In a unilateral divorce scheme as prevalent
in Germany, the improved options of men outside their marriage might translate into
an increased number of divorces. At the same time, however, less women might file
for divorce, as their options outside marriage have deteriorated. Since the effects on
the probability of husbands and wives to file for divorce might not be symmetric, the
overall effect of the reform on marital stability is ambiguous.

Table 9 summarizes the expected behavioral responses to the alimony reform from
the different models for both women and men. For women, the two theoretical
models discussed unambiguously predict an increase of women’s labor supply and a
decrease of their leisure time in response to the alimony reform. For men, the
expected reactions are not as clear, as the negative labor supply effect induced by the
positive income shock and the increased bargaining power within the household
works against the positive labor supply effect induced by the increased returns to
labor. For marital stability, the Becker-Coase theorem predicts an unchanged prob-
ability to separate. However, in the setting of the alimony reform, it is not clear
whether all of the underlying assumptions are fulfilled.

In general, the scope of the effects described also depends on the possibilities to
adjust and on how large the changes in expected income by altered alimony payments
are. Possibilities to adjust are determined in particular by whether main family
decisions such as the choice of a partner, marriage and having children have already
been made. Younger persons who are neither in a long-term relationship nor have
children should have the largest possibilities to adjust: as Chiappori et al. (2017)
argue, alimony reforms might even have effects on the matching stage. When the
expected income of a potential partner changes, people might prefer to get married to
another person. However, those already married at the reform date can also be
expected to show strong reactions to the reform, as they should be more likely to get
divorced in the future than those who might not want to get married at all. This
argument is in line with Chiappori et al. (2017), who find larger adaptations of couples
formed before than after the alimony reform in Canada. Also in our setting, differ-
ential effects by marital status can be expected because the alimony reform in Ger-
many adapted the rulings for post-marital and caregiver alimony for divorced persons
towards that of non-married separated couples, as described in Section 2.1. Post-
marital alimony was reduced (while corresponding entitlements upon separation did
not exist for non-married couples even before the reform) and caregiver entitlements
for divorced parents were completely adapted to the pre-reform rulings for previously
unmarried separated parents, with a common threshold of the children’s 3rd birthday.

3 Methodology

3.1 Empirical strategy

To empirically assess spouses’ behavioral response to the 2008 German alimony
reform, we estimate the following difference-in-difference model

Yi = a + f treatment; + y post-reform, x treatment;

, 1
+X,,0 + 7+ Oy + &5, M)
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where y;, is the behavioral outcome of individual (couple) i at time ¢. To test the
predictions of the labor supply model, we use spouses’ labor force participation,
measured as a binary variable, and their daily working hours, conditional on labor
force participation, as outcome measures for the extensive and intensive margin of
labor supply.'” In addition, we look at spouses’ hours of leisure per typical weekday
as a measure for household bargaining. For these outcomes, we estimate the model
separately for men and women as we expect them to have reacted differently to the
reform. Lastly, we investigate couples’ probability to separate to estimate the reform
effect on the stability of relationships.

The binary variable post-reform, equals one for the years 2008 to 2010, i.e., the
post-reform period, and zero for the years 2005 to 2007, i.e., the pre-reform period."’
As the reform originally should have been introduced in spring 2007, it could of
course be the case that adaptations to the reform not only started when it took effect,
but already earlier. However, as the law was passed in parliament in November 2007,
and was published after final checks only in December 2007, we argue that people
could at least not be sure about the new alimony regulations until the end of 2007 and
therefore use 2008 as the first post-reform year. Nonetheless, as we cannot rule out
that behavioral responses occurred already before 2008, we conduct a robustness
check in which we exclude the year 2007 from the regression (see Section 4.3).

The binary variable treatment; distinguishes between those treated and those not
(or less) treated by the reform. Given that it is not possible to estimate overall causal
effects of the reform, our aim is to investigate the differential effects for those most
strongly and those less strongly affected by the reform. As we expect individuals
who got married before the reform to react more strongly than non-married, coha-
biting couples, we use the former as the treatment group and the latter as the control
group. This approach is similar to the one used by Brassiolo (2016) who also uses
cohabiting couples as a control group for married couples in his analysis of changes
in Spanish divorce law. In particular, we distinguish between couples who got
married for the first time at some point between 2005 and 2007 (i.e., in the pre-
reform period) and couples who were never married before 2008 but were cohabiting
at some point between 2005 and 2007. We condition on pre-reform characteristics
only, as the reform might have influenced the evolution or dissolution of relation-
ships. This is in contrast to the study by Fahn et al. (2016), who do not condition on
pre-reform characteristics. The model thus estimates the additional effect of the
alimony reform for married couples as compared to non-married, cohabiting couples.
This can be interpreted as a lower bound to the overall effect, assuming that married
couples react more strongly to the reform than non-married cohabiting couples, who
only possibly will get married sometime.

10 We have also used overall labor supply, i.e., working hours unconditional on labor force participation,
as an alternative outcome. In addition, following Rangel (2006) and Chiappori et al. (2017), we have used
the logarithm of daily working hours as well as transitions from part-time to full-time employment as
alternative measures for responses at the intensive margin of labor supply. The results are similar to those
on working hours conditional on labor force participation and therefore not shown here

' Determining the duration of the post- and the pre-reform period is of course to some extent arbitrary.
We decided to include several years before and after the reform to be able to control for general time trends
and to not let outcomes of a single year determine the results. We also check the robustness of our results
by adding one and two further years to each of the pre- and post-reform period (see Section 4.3).
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The coefficient y is our main coefficient of interest. It describes how the outcomes
of the treatment group changed relative to the outcomes of the control group after
the reform was implemented. The identification of this coefficient is based on the
assumption that, conditional on all other control variables, the outcomes of the
treatment and the control group would have followed parallel trends in case the
reform had not been implemented.'> We argue that this is plausible because other
family or labor market policies that were implemented within our observation
period, as, e.g., the introduction of a new parental leave regulation (‘Elterngeld’)13 s
should equally affect the behavior of married and unmarried couples. For tax
policies restricted to married couples, no major changes were conducted in the
period analyzed. In addition, unlike the majority of studies analyzing the impact of
the introduction of unilateral divorce laws, which are usually based on aggregate
data, we are able to control for a variety of observable as well as unobservable
individual and household characteristics that might be correlated with our outcome
variables.

The observable characteristics, as denoted by Xj;, include the individual’s age in
years, which is also included as a squared term to account for non-linear effects, and
his or her education, distinguishing between low-, medium-, and high-skilled indi-
viduals. Low education comprises individuals who have no school degree or a lower-
secondary degree. Medium-skilled individuals have completed higher-secondary
education, i.e., they have a vocational degree or the highest school degree, and high-
skilled individuals have completed tertiary education, i.e., they have a college or
university degree. We further control for whether the individual is single or married
(with the reference group being non-married persons cohabiting with their partner) as
well as the duration in years of cohabitation and marriage, respectively, and its
square. Moreover, we include the number of children until the age of 15 and dummy
variables for the presence of children aged O to 2 and children aged 3 to 5 in the
household as control variables.

In addition, 7, represents a vector of year fixed effects and 6, a vector of federal
state specific linear time trends. The latter is included to control for region-specific
trends in our outcome variables. &; denotes the error term.

While Eq. (1) only controls for observable characteristics of the individual and the
couple, respectively, we further make use of the longitudinal nature of the survey
data and estimate the following fixed effects model

¥i = @ post—reform, x treatment; + X;, p + g + u; + @i, (2)

where y; is a fixed effect for each individual (couple). This allows us to eliminate any
time invariant unobserved heterogeneity at the individual (couple) level.

12 Pre-treatment trends for all outcome variables are shown in Fig. 1.

3 0n 1 January 2007, a new parental leave benefit called Elterngeld (‘parental money’) replaced a
previous benefit called Erziehungsgeld (‘child-raising money’). Whereas the previous benefit was speci-
fically targeted towards low-income families, the new Elterngeld is a much more generous transfer, which
depends on parental labor earnings in the pre-birth period (see Kluve and Tamm (2013) for a more
extensive discussion of the new parental leave regulation).
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Fig. 1 Trends in outcomes of treatment and control group. Notes: The graphs depict the average predicted
outcome value by year of the treatment and control group. The treatment group includes cohabiting couples
who got married for the first time in the pre-reform period. The control group includes cohabiting couples
who did not get married until at least 2007. Control variables are the same as in Tables 2—4. Confidence
intervals (95%) are calculated with robust standard errors clustered at the individual/couple’s level

In addition to our baseline estimates, we conduct several heterogeneity analyses to
investigate whether different sub-groups react more or less strongly to the reform.
First, we split the sample according to the (potential) earnings difference between the
partners, as those couples that are most specialized should have reacted most strongly
to the reform. Second, we distinguish between couples who have children between 3
and 8 years and those whose children are younger or older than 8 years, or who have
no children. As caregiver alimony for children aged 3-8 years is no longer paid after
the reform, the former group should have reacted more strongly to the reform. Third,
we split the sample by men’s degree of satisfaction with family life in the pre-reform
period. We argue that couples in which the man was already dissatisfied with the
relationship when the alimony reform was enacted have the highest probability to
separate, as the costs of divorce for men were significantly reduced with the reform.

The model is estimated using ordinary least squares (OLS) for all outcomes. All
standard errors are heteroscedasticity-robust and clustered at the level of the indi-
vidual and the couple, respectively.

3.2 Data and summary statistics

For our empirical analysis, we use data from the German Socio-Economic Panel
(SOEP), since it includes comprehensive information on family events such as
marriage and separation, on time use, as well as standard socio-economic char-
acteristics including labor outcomes, for a relatively large number of observations. It
is an annual longitudinal survey conducted since 1984, where every year between
10,000 and 25,000 adults from the age of 16 years onwards are asked about ‘Living
in Germany’. We use the SOEP long-format data where the different waves are
already combined and selected variables are harmonized where necessary.'*

As main time horizon for our analysis, we choose the years 2005 through 2010, to
cover several years before and after the reform. As our focus is on first marriages, we
only consider individuals who got married for the first time in the pre-treatment
period (the treatment group) and individuals who were never married before 2008
(the control group). In addition, we restrict our sample to individuals between 18 and
65 years of age.

Table 1 shows the pre-reform summary statistics for the resulting sample.'” It
includes the mean and standard deviation of all dependent and independent variables
by gender and for both the treatment and the control group. For each gender, the

14" A detailed documentation of the SOEP data, data collection, sample composition, and representative-
ness can be found in Wagner et al. (2007). A description of version 31.1 of the dataset, which is the version
we use, is available at https://doi.org/10.5684/soep.v31.

15 See Table 10 for descriptive statistics for the whole time period from 2005 to 2010 and Table 11 for a
representation of pre- and post-treatment outcomes for the treatment and the control group.
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mean difference between the treatment and control group is given, and the statistical
significance of the difference is indicated as calculated by a t-test. For women, labor
force participation is higher in the control group than in the treatment group.'® The
opposite is the case for men. While men in the treatment and the control group have
almost the same working hours (measured per average weekday in the week of the
interview), women who did not get married in the pre-reform period work sig-
nificantly more hours per day than those in the treatment group, though the difference
is very small. Still, they report having more leisure time per workday, and this
difference is similar for men. The separation rate is much higher for never-married
individuals than for individuals having married in the pre-reform period. The latter
are also slightly older and have higher education levels. The duration of cohabitation
is on average lower for the recently-married than for those cohabiting in the pre-
reform period. Finally, the recently-married are more likely to have children, which is
in line with them having lower labor supply and less leisure time.

The main assumption of our identification strategy is that, conditional on all other
control variables, the outcomes of the treatment and the control group would have
followed parallel trends in case the reform had not been implemented. Figure 1
shows the pre- and post-treatment trends of our four outcome variables for the
treatment and the control group, conditional on all covariates. For women, the pre-
reform trends in labor force participation rates, working hours and leisure are largely
parallel for newly-married and never-married cohabiting women. For men, working
hours and leisure time of the treatment and the control group follow parallel trends as
well, while the pre-treatment trends in labor force participation of the treatment and
the control group cut across between 2003 and 2005. The results for men’s labor
force participation therefore have to be interpreted with some caution. With respect to
couples’ separation rates, the probability to separate increases for both married and
unmarried couples prior to the reform, but this increase is slightly stronger for non-
married couples between 2003 and 2005. Although our baseline estimates cover the
time period 2005 to 2010 only, this could challenge the common trend assumption.

4 Results
4.1 Basic results

Our basic estimation results at the individual level are shown in Table 2 for women
and in Table 3 for men. In each of the two tables, the first three columns show the
results of estimating the pooled difference-in-difference model depicted in Eq. (1),
while the last three columns display the results of the fixed effects model presented in
Eq. (2). The results of the pooled OLS regressions reveal that for all outcomes
considered, the coefficient for the treatment-group dummy is not statistically dif-
ferent from zero, suggesting that conditional on other individual and family char-
acteristics, newly-married and never-married partners did not differ in terms of their

16 Labor force participation is a binary variable equal to one for persons who are working, are on leave or
are unemployed, and equal to zero for the remaining, who are not working and are not registered as
searching for work. It is set to missing for persons who already have retired.
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1208 J. Bredtmann, C. Vonnahme

labor supply and their intra-household allocation of leisure prior to the reform.
However, we also hardly find any evidence that the reform had a differential impact
on the labor supply or leisure time of both groups. With respect to women’s labor
force participation, the respective interaction effect is positive and sufficiently large
in both the pooled model and the fixed effects model (about 1-3% points), but not
statistically different from zero. As the standard errors are large, only reform effects
on women’s labor force participation that are larger than 10% can be ruled out based
on the confidence interval of the fixed effects estimator. The limited number of
observations in our survey design thus raises the question whether our study is
underpowered to statistically detect small effect sizes. A post-hoc power calculation
reveals that based on the number of observations in our study, we would be able to
detect effects that are larger than 3.5% points (given a significance level of 0.1 and a
desired power of 0.8). While this would rule out the detection of very small effects,
we can still conclude that the reform did not lead to large changes in the labor force
participation of married women.

For men, we also find a positive but somewhat smaller and insignificant reform
effect on labor force participation. However, as the labor force participation rates of
newly-married and never-married men did not follow parallel trends in all years prior
to the reform, the labor force participation results for men should be interpreted with
caution. In general, the signs of the coefficients are in line with the results of the
survey by Bertelsmann Stiftung (2009), where both women and men had announced
to increase their labor supply as a response to the reform. Regarding the intensive
margin of labor supply, spouses’ actual working hours, the interaction effects are
close to zero and not statistically significant for both women and men irrespective of
the specification.'” Thus, the expected increase in the labor supply of married women
after the reform can in general not be confirmed empirically. In terms of shifts of
intra-household resources such as leisure, the results also do not show the hypo-
thesized shift from women to men, as no differential responses of married and non-
married cohabiting couples can be detected.

Table 4 shows the results for the probability to separate, estimated at the couples’
level. While the Becker-Coase theorem suggests that shifts in the allocation of
resources outside the marriage should not affect the probability to separate, the
pooled OLS model shows a large and statistically significant effect for the interaction
of the post-reform and the treatment group dummy. Compared to couples who never
got married until the reform, couples who got married for the first time before the
reform are about 4% points more likely to separate from 2008 on. As the reform
reduced the expected cost of divorce for men, this result could suggest that some men
who were on the margin of wanting to separate decided to do so after the reform.
However, the last two columns of Table 4 reveal that the positive reform effect on
separation rates completely vanishes once couple fixed effects are added to the
model. One explanation for the diverging results of the pooled OLS and the FE
model is time-varying panel non-response, accruing from the fact that couples have
to be dropped from our analysis sample once they are separated. As Lechner et al.
(2016) show, in a difference-in-difference framework such non-random panel

'7 Note that post-hoc power calculations reveal that the number of observations in our study is large
enough to detect effect sizes found in previous studies.
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Table 4 Difference-in-difference results at the couple’s level

Separation
OLS FE
Coef. StdE  Coef. StdE
Treatment group —0.0475*** 0.0087 - -
Post-reform x treatment group 0.0439%#%%* 0.0106 —0.0062 0.0112
Effect range [749%;207%] - [—83%:;43%] -
Individual and household characteristics
Woman’s age —0.0102**  0.0047 0.0130 0.0175
Woman’s age (squared) 0.0001* 0.0001 —0.0005* 0.0002
Man’s age 0.0048 0.0043 0.0036 0.0203
Man’s age (squared) —0.0001 0.0001 0.0003 0.0002
Woman’s education level (reference: No or lower-secondary education)
Upper-secondary education —0.0166 0.0128 —0.0669** 0.0311
Tertiary education —0.0147 0.0135 —0.0556* 0.0333
Man’s education level (reference: No or lower-secondary education)
Upper-secondary education 0.0063 0.0144 —0.0071 0.0223
Tertiary education 0.0028 0.0155 0.0039 0.0410
Married —0.0116* 0.0065 —0.0310%**  0.0062
Duration of cohabitation 0.0004 0.0020 0.0019 0.0055
Duration of cohabitation (squared) —0.0000 0.0001 —0.0003 0.0002
Number of children aged 15 or younger —0.0014 0.0072 —0.0022 0.0078
Child(ren) between 0 and 2 years of age 0.0016 0.0103 —0.0142 0.0114
Child(ren) between 3 and 5 years of age 0.0183 0.0132 0.0032 0.0135
Constant 0.1794***  0.0600 —0.3091 0.3374
Year fixed effects and federal state specific linear time  Yes Yes
trends
Adjusted R? 0.02 0.03
Observations 3333 3333

Notes: OLS and FE regression results for the probability to separate for cohabiting couples with robust
standard errors clustered at the couples’ level. Asterisks indicate p values according to: ***p <0.01, **p <
0.05, *p <0.1. Effect range gives the lower and upper bound of the reform effect in terms of the percentage
change in the outcome variable. The post-reform dummy equals one in the years 2008-2010, and zero in
the years 2005-2007. The treatment group includes cohabiting couples who got married for the first time in
the pre-reform period. The control group includes cohabiting couples who did not get married until at least
2007

attrition will lead to inconsistent OLS estimates, while the fixed effects estimates may
still be consistent.'® Hence, our conclusion is that there is no robust reform effect on
couples’ probability to separate.

The coefficients for the other control variables included in the regressions at the
individual and couples’ level are in general in line with common findings. The

18 Note that in the FE regression, identification of the treatment effect only comes from couples who are
observed both before and after the reform, which means that results are conditional on the couple staying
together until the reform.
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relationship between age and labor force participation is inverted U-shaped, while the
relationship between age and leisure goes in the opposite direction. In addition,
women who are married and have small children are less likely to participate in the
labor market, while the number or the age of the children do not affect men’s labor
supply but reduce their (and women’s) leisure time. With respect to the regressions at
the couples’ level, only few characteristics have explanatory power for the prob-
ability to separate. The results again show that married couples are less likely to
separate than unmarried couples. Women’s age and education are also predictive for
couples’ separation probabilities, while men’s characteristics have no effect on
marital stability.

4.2 Heterogeneity analyses

Given that we do not find significant increases in female labor supply or shifts of
leisure from women to men for the overall sample, we conduct several heterogeneity
analyses to investigate whether the effects are more prevalent for those groups most
exposed to the reform. First, we split the sample by the difference in potential
earnings between the two partners, arguing that households in which the partners are
most specialized should have reacted most strongly to the reform. Potential earnings
are calculated by estimating Mincer wage regressions for full-time employed single
men and women aged 25-45 in the pre-reform period and using the estimated
parameters from these models to predict the potential (full-time) earnings of the
married and cohabiting men and women in our sample.'” Table 5 shows the
respective results, separately for whether the difference in potential pre-reform
earnings between the partners is above or below the median. In terms of significance,
none of the estimated reform effects is statistically different from zero for both
groups. In terms of the size of the reform effect on women’s labor force participation,
the interaction effect is larger for couples with a low difference in potential pre-
reform earnings, which contradicts our expectation that couples who are most spe-
cialized before the reform react most strongly to it. However, given that the income
difference is largest for women with the lowest potential earnings, it is also not
surprising that these women react less strongly to the reform. Besides the fact that it
might be more difficult for these women to find a job, joint taxation of married
couples creates a large disincentive for women to enter the labor market, especially
when the earnings difference between the wife and the husband is high. In the fixed
effects model, the difference in the size of the reform effect on women’s working
hours and leisure between the groups is as expected, but again none of the coeffi-
cients is statistically significant.

Second, we disentangle the differential reform effect by the age of the spouses’
children. Here, we exploit the fact that the reform adapted the regulation for caregiver
alimony between previously married parents to the regulation for never-married
separated parents. As explained in Section 2.1, since 2008 full alimony is normally

19 The wage regressions estimate the logarithm of gross monthly earnings as a function of age and its
square, labor market experience and its square, a set of indicator variables for the highest degree of
education, federal state fixed effects as well as year fixed effects.
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Table 5 Effects at the individual level by potential earnings difference between the partners

OLS FE
Low High Low High
Coef./StdE Coef./StdE Coef./StdE Coef./StdE

PANEL A: WOMEN

Labor force participation

—0.0189 (0.0339)
0.0495 (0.0389)

Treatment group

Post-reform x
treatment group

Adjusted R? 0.32
Observations 1350

Actual working hours (per weekday)
0.2307 (0.2811)
—0.1201 (0.3076)

Treatment group

Post-reform x
treatment group

Adjusted R2 0.19
Observations 1018

Leisure (hours per weekday)

0.0267 (0.1550)
—0.0601 (0.1665)

Treatment group

Post-reform x
treatment group

Adjusted R? 0.12
Observations 1350
PANEL B: MEN

Labor force participation
—0.0024 (0.0288)
0.0108 (0.0317)

Treatment group

Post-reform x
treatment group

Adjusted R? 0.05
Observations 1327

Actual working hours (per weekday)
0.1298 (0.2506)
—0.3364 (0.2342)

Treatment group

Post-reform x
treatment group

Adjusted R 0.03
Observations 1120

Leisure (hours per weekday)

—0.1321 (0.1996)
—0.0461 (0.2285)

Treatment group

Post-reform x
treatment group

Adjusted R? 0.09
Observations 1327

0.0154 (0.0345)
0.0081 (0.0429)

0.31
1345

—0.0410 (0.2729)
—0.0463 (0.3598)

0.31
883

—0.0235 (0.1736)
0.1435 (0.1579)

0.08
1345

0.0272 (0.0176)
0.0113 (0.0196)

0.08
1321

—0.1279 (0.2242)
—0.0238 (0.2200)

0.04
1170

—0.1077 (0.1757)
0.0172 (0.1865)

0.09
1321

0.0470 (0.0409)

0.26
1350

0.0850 (0.1990)

0.28
1018

0.1064 (0.1691)

0.05
1350

0.0422 (0.0291)

0.05
1327

0.0627 (0.1968)

0.09
1120

—0.2773 (0.2301)

0.04
1327

0.0379 (0.0445)

0.24
1345

0.1059 (0.3351)

0.19
883

—0.0443 (0.1559)

0.02
1345

0.0073 (0.0126)

0.01
1321

—0.1651 (0.1973)

0.13
1170

—0.1751 (0.1782)

0.05
1321

Notes: OLS and FE regression results with robust standard errors clustered at the individual level in
parentheses. Asterisks indicate p values according to: ***p < 0.01, **p <0.05, *p <0.1. Control variables
are the same as in Tables 2 and 3. Potential earnings are calculated by estimating Mincer wage regressions
for full-time employed single men and women aged 2545 in the pre-reform period and using the estimated
parameters from these models to predict the potential (full-time) earnings of the married and cohabiting
men and women in our sample. Differences in numbers of observations between the two groups are due to

clustered observations at the median earnings difference
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Table 6 Effects at the individual level by children’s age

OLS FE
Children in relevant age No children in relevant Children in relevant age No children in relevant age
group age group group group
Coef./StdE Coef./StdE Coef./StdE Coef./StdE
PANEL A: WOMEN
Labor force participation
Treatment group —0.0181 (0.0434) 0.0107 (0.0225) - -
Post-reform x treatment group  0.0548 (0.0492) —0.0414 (0.0274) 0.0418 (0.0529) —0.0188 (0.0273)
Adjusted R* 0.28 0.19 0.24 0.23
Observations 1201 2410 1201 2410

Actual working hours (per weekday)

Treatment group 0.1195 (0.3549) —0.0210 (0.2066) - -

Post-reform x treatment group  —0.0824 (0.4236) 0.1041 (0.2244) 0.3424 (0.3976) 0.0294 (0.1791)
Adjusted R* 0.37 0.07 0.37 0.11
Observations 634 1954 634 1954

Leisure (hours per weekday)

Treatment group —0.1764 (0.1663) —0.0642 (0.1276) - -

Post-reform x treatment group ~ 0.1886 (0.1676) 0.1644 (0.1301) 0.2129 (0.1720) 0.0618 (0.1192)
Adjusted R? 0.07 0.06 0.04 0.05
Observations 1201 2410 1201 2410

PANEL B: MEN

Labor force participation

Treatment group 0.0142 (0.0156) 0.0118 (0.0199) - -
Post-reform x treatment group  0.0563** (0.0266) —0.0031 (0.0210) 0.0470%* (0.0192) 0.0200 (0.0178)
Adjusted R? 0.07 0.07 0.07 0.03
Observations 1096 2202 1096 2202

Actual working hours (per weekday)

Treatment group —0.2358 (0.2813) —0.0232 (0.1828) - -

Post-reform x treatment group  —0.0137 (0.2423) —0.2294 (0.1963) —0.0668 (0.2200) —0.0063 (0.1571)
Adjusted R* 0.04 0.04 0.08 0.12
Observations 936 1910 936 1910

Leisure (hours per weekday)

Treatment group —0.0475 (0.1976) 0.0635 (0.1591) - -
Post-reform x treatment group ~ —0.0791 (0.2015) —0.1939 (0.1721) —0.0605 (0.2052) —0.3533%* (0.1703)
Adjusted R 0.17 0.04 0.04 0.05

Observations 1096 2202 1096 2202

Notes: OLS and FE regression results with robust standard errors clustered at the individual level in
parentheses. Asterisks indicate p values according to: ***p<0.01, **p<0.05, *p<0.1. The group
“Children in relevant age group” includes persons with children aged 3-8 years in the post-reform period,
i.e., those for whom the caregiver maintenance regulations were harmonized between married and
unmarried parents in the case of divorce or separation. The group “No children in relevant age group”
includes persons without children, or with children younger or older than 3-8 years in the post-reform
period. Control variables are the same as in Tables 2 and 3

granted to the separated or divorced caregiver only until the (youngest) common
child is 3 years old. Before 2008, a threshold of 8 years (in some cases even up to 11
or 15 years) applied to previously married caregivers. Accordingly, Table 6 shows
the reform effect separately for parents whose children were between 3 and 8 years
old in the post-reform period and for those whose children were younger or older
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Table 7 Effects at the couple’s level by satisfaction with family life

OLS FE

Low High Low High

Coef./StdE Coef./StdE Coef./StdE Coef./StdE
Separation
Treatment group —0.0565*** (0.0143) —0.0257** (0.0111) - -
Post-reform x treatment group ~ 0.0629%** (0.0186) 0.0203 (0.0148) 0.0170 (0.0211) —0.0263** (0.0117)
Adjusted R? 0.01 0.03 0.04 0.03
Observations 1634 1504 1634 1504

Notes: OLS and FE regression results with robust standard errors clustered at the couples’ level in
parentheses. Asterisks indicate p values according to: ***p < 0.01, **p <0.05, *p <0.1. Control variables
are the same as in Table 4. Satisfaction groups are according to the mean pre-reform (2006-2007)
satisfaction with family life of the male partner. Satisfaction is measured on a scale from 0 to 10.
Differences in numbers of observations between the two groups are due to clustered observations at the
median satisfaction level

than 3-8 years or who had no children in the post-reform period.”® With respect to
women’s labor supply, the fixed effects results indeed reveal that the positive reform
effect on labor supply and working hours is larger for mothers of children aged 3-8
than for the comparison group. However, none of the effects is statistically sig-
nificant. If anything, we find a positive effect on the labor force participation of men
with children in the relevant age group. In addition, we do not find evidence for shifts
in leisure time from women to men, irrespective of the age of the children. Hence,
both for the overall sample and for those groups most exposed to the reform, we do
hardly find any responses in terms of labor supply and intra-household allocation of
leisure as a result of the reform.

Lastly, we investigate heterogeneous effects at the couples’ level. In particular, we
expect couples in which men were not satisfied with the relationship in the pre-
reform period to react most strongly to the reform in terms of higher separation
probabilities. Table 7 thus shows the estimated reform effects separately for couples
in which men’s satisfaction with family life in the pre-reform period was above or
below the median.?' The pooled OLS results reveal indeed that couples in which men
where less satisfied with family life prior to the reform are most likely to separate
after 2008, while no reform effect is found for the high satisfaction group. However,
the effect for the low satisfaction group becomes smaller and turns insignificant in the
fixed effects model. Instead, the fixed effects model reveals a negative and significant
reform effect on the separation probability for couples in which the male partner is
highly satisfied—a group that is expected to be hardly affected by the reform. One
possible explanation for this result could be that the level of satisfaction with family
life of the male and the female partner is highly correlated, so that the effect is a result
of less married women filing for divorce after the reform. However, when

20 Of course, by including parents with young children or parents without children in the comparisons
group, the composition of this group could be influenced by potential reform effects on (in-wedlock vs.
out-of-wedlock) fertility. However, excluding parents with young or without children would result in a too
small sample size.

2! The two groups are built on the basis of men’s average pre-reform satisfaction with their family life in
the years 2006-2007 (as the variable is not available for 2005).
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conditioning on women’s level of satisfaction in the pre-reform period, no reform
effect is found for the group of couples in which women are highly satisfied.

4.3 Robustness checks and discussion

In addition to the analyses by sub-groups, we conduct several robustness checks. One
concern could be that our control group of non-married cohabiting couples could also
react to the reform. To make sure that our results are not driven by the choice of the
particular control group, we therefore use single, never-married individuals as an
alternative control group.”” The results are overall robust to the choice of this
alternative control group, revealing no significant reform effect on the labor supply or
leisure time of married individuals (see Table 12). We do, though, find some evi-
dence that married men decreased their working hours compared to single men after
the reform, which would support the hypothesis that the income effect associated
with the reduced expected alimony payments after a divorce induced men to reduce
their labor supply. The substitution effect seems to be of minor importance in this
context. Furthermore, we conduct several sensitivity analyses with respect to the
years included in the analysis. First, we follow Fahn et al. (2016) and exclude the
year 2007 from the pre-reform period, in order to rule out that our findings are driven
by possible anticipation effects of the reform. Second, we check the robustness of our
results by extending the pre- and post-reform period by one and two further years
(2004-2011 and 2003-2012). The results of these sensitivity analyses support our
previous findings and are shown in Tables 13 and 14.

Hence, our basic conclusions do not change: In general, we do not find evidence
for an increase in labor supply of newly-married as opposed to never-married women
in response to the reform. Neither do we find evidence for shifts of leisure from
women to men. These results do not support the hypotheses derived from labor
supply and intra-household bargaining models. This is partly in contrast to previous
studies on alimony reforms in Brazil and Canada (Rangel 2006, Chiappori et al.
2017), where significant labor supply responses of women were found after the
introduction of new alimony claims. While these studies do not find significant
changes in women’s probability to be active in the labor force, their results reveal
adaptations at the intensive margin of women’s labor supply. Although the empirical
approach applied in these studies is similar to the one we use, the reform intensity in
our setting might be lower, as alimony claims in Germany were only reduced but not
completely abolished with the reform, which might explain the diverging results.

In addition, while Fahn et al. (2016) show that the reduction in caregiver alimony
in Germany reduced marriage rates, we do not find robust evidence for similar effects
on couples’ marital stability. This finding, however, is in line with the predictions of
the Becker—Coase theorem, which suggests that a change in the relative utility of
partners outside marriage should not affect the probability to separate due to changes
in the allocation of resources within marriage.

Possibly, we do not find corresponding responses to the reform because the
expected reactions to the reform in terms of labor supply or leisure were too small to

22 Except for men’s labor force participation, the pre-trends for married and single individuals follow
parallel trends for all outcomes.
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be identified. This is particularly important since we focus on the difference in the
adaptation between newly- and never-married persons, as in the absence of specific
cutoff-rules an overall causal effect of the reform cannot be identified. Labor supply
might not be easily adjustable, especially for persons who already got married and
might have decided on intra-household specialization (e.g., housework vs. paid
labor) and had children before the reform.

Although our treatment group should have higher probabilities to react to the
reform, missing reactions in terms of labor supply or leisure could also be the con-
sequence of lower possibilities of the treatment group to react, as compared to the
control group. This is in line with the finding by Fahn et al. (2016) of a declined
probability to get married when caregiver alimony is reduced. Cohabiting women who
did not get married previous to the reform could have increased their labor supply or
extended their education and postponed or renounced marriage. However, our ana-
lysis of singles as an alternative control group produces reform effects of similar or
even smaller size than the respective effects obtained from using non-married coha-
biting partners as a control group. This reveals that behavioral responses by coha-
biting couples to the reform cannot explain the zero effects found in this study.

Our difference-in-difference analysis focuses on persons who were still married or
cohabiting at the reform date, which means that possible adaptations are mostly reac-
tions to expected changes. Accordingly, for behavioral responses to the reform to take
place, individuals must be sufficiently forward-looking, and the discount rate may not
be too high. Furthermore, individuals must be informed about the reform. A survey
conducted by Bertelsmann Stiftung (2009) reveals that only 16% of all individuals had
not heard about the reform. Assuming that knowledge was similar in our sample and
that it did not differ between the treatment and the control group, the reform effects on
those being aware of the reform are thus 19% higher than those for the full sample.
However, even if the reform effects on those who have heard about the reform are
higher, they are not large enough to alter any of our main findings, especially that the
alimony reform did not lead to (large) changes in married women’s labor supply.

Although a substantial share of the interviewed persons knew about the reform
and the media coverage on the reform was large, the survey by the Bertelsmann
Foundation also reveals that only 17% of all individuals knew details about the
reform. One could argue that only those women who saw divorce as a realistic option
actually informed themselves about the reform and could have reacted to it. If only
17% of the individuals could have reacted to the reform, the reform effects on those
individuals would be almost five times higher than those for the full sample. It could
thus well be that only a small percentage of the newly-wed women perceived divorce
as a credible threat, but for those who did, the reform had a significant impact on their
labor force participation.*

Lastly, it is important to point out that our analysis is only able to capture the
(expected) short-term effects of the reform on couples that were already formed
before the reform. While we do not find any behavioral responses for this group, it is
still possible that the reform is effective at increasing the labor supply of married

23 Of course, given that about one third of all marriages get divorced in Germany (Statistisches Bundesamt
2016), this would imply that people are to some extent myopic and do not fully consider the risk of divorce
when making decisions about labor supply and the intra-household division of labor.
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women for couples that were formed after the reform. However, the hypothesis of
such longer term effects of alimony reforms is not supported by Chiappori et al.
(2017), who show for the case of Canada that couples formed after the alimony
reform reacted less strongly to it than couples formed before the reform.

5 Conclusion

The aim of this study is to provide an empirical investigation of spouses’ behavioral
responses to the 2008 alimony reform in Germany. As the reform reduced post-
marital and caregiver alimony between ex-spouses and alimony payments have
mostly been received by women and paid by men, differential responses by gender in
terms of adjustments in labor supply and leisure can be expected.

The introduction of the reform does not allow for an overall causal estimation of
behavioral responses, as everyone who got married or considered to do so at some
point could have been affected by the reform in terms of (expected) altered alimony
payments after a possible divorce. Accordingly, we use a difference-in-difference
setting to investigate the differential behavioral response of never-married cohabiting
couples and couples who got married for the first time in the pre-reform period. Since
the 2008 alimony reform mainly harmonized the rulings for married and non-married
couples by reducing the entitlements for married couples, we expect married couples
to react more strongly to the reform than non-married couples.

Based on SOEP data for the years 2005-2010, we do not find significant increases
in the labor supply of married women as a response to the reform. Neither do shifts of
leisure from married women to men seem to have taken place, not even for sub-
groups most exposed to the reform in terms of the potential earnings difference
between the partners or the age of the children. While there is some evidence that
marital dissolution increased with the reform, this effect vanishes once unobserved
heterogeneity at the couples’ level is controlled for. The result that the changed
relative positions of partners outside marriage have no effect on marital stability is in
accordance with the Becker-Coase theorem. However, the main rationale behind this
prediction, namely a shift in intra-household resources between partners, cannot be
confirmed by our analysis.

One possible explanation is that many people did not have enough information about
the reform to adjust their behavior to it, or that they do not take into account or strongly
discount future income effects. Also, adjustment possibilities for the treatment group
might have been too small when married persons had higher intra-household specia-
lization. Moreover, the legal change and its expected effects may not have been large
enough to produce many detectable effects, in particular since increases in child support
could have cushioned decreases in post-marital and caregiver alimony.

Although we are not able to evaluate the overall causal effect of the alimony
reform, our results at least cast reasonable doubts that the main objectives of the
reform—increasing the post-marital self-responsibility of women—have been
reached. Though the reform lowered post-marital alimony, no clear balancing effect
in terms of increased female labor force participation was found. This suggests that
either poverty has increased among divorced women, or that these women still
depend on payments provided by others. While this could be new partners, it is likely
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that at least part of the reduced alimony payments are compensated by the state, in
terms of unemployment benefits or social welfare.
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6 Appendix

Tables 8-14

Table 8 Comparison of main features of pre- and post-reform alimony law in Germany

Until 31/12/2007 Since 01/01/2008 Objective
Ranking of claimants children and ex-spouses 1): underage children 2): resp. 3): strengthen children’s well-being
ranked equally ex-spouses 4)-7): further relatives (emphasize post-marital self-

responsibility)

Post-marital alimony as rule as exception (‘principle of self- emphasize post-marital self-
responsibility’) responsibility

Caregiver alimony

between previously married,  until at least 8th (15th)

separated or divorced parents  birthday of (youngest) until at least 3rd birthday of emphasize post-marital self-
common child (youngest) common child responsibility
between previously until at least 3rd birthday of

unmarried, separated parents  (youngest) common child

Source: Authors’ illustration, based on the old and new legal rulings (BGB 2007, 2008) and Bertelsmann
Stiftung (2009)

Table 9 Summary of expected behavioral responses

Labor supply model Becker-Coase theorem Overall expected response
Income effect Substitution effect

Women

Labor supply + + (+) +

Leisure - - - -

Men

Labor supply - + -) ?

Leisure + - + ?

Couples

Separation / / ©0) 0)

Source: Authors’ illustration
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Table 10 General summary statistics by group and gender

Women Men

Treatment group Control group Treatment group Control group

Mean/SD Mean/SD Mean/SD Mean/SD
Dependent variables
Labor force participation 0.74 (0.44) 0.87 (0.34) 0.97 (0.17) 0.95 (0.22)
Actual working hours (per weekday) 6.96 (2.45) 7.57 (2.20) 8.66 (1.69) 8.72 (2.17)
Leisure (hours per weekday) 1.65 (1.42) 1.88 (1.60) 1.71 (1.46) 2.07 (1.81)
Separation 0.01 (0.11) 0.06 (0.24) 0.02 (0.13) 0.06 (0.24)
Independent variables
Age 31.13 (6.63) 30.27 (7.47) 33.50 (6.43) 32.78 (1.75)
Education levels
No or lower-secondary education 0.08 (0.28) 0.10 (0.30) 0.06 (0.24) 0.08 (0.28)
Upper-secondary education 0.62 (0.49) 0.66 (0.47) 0.65 (0.48) 0.67 (0.47)
Tertiary education 0.30 (0.46) 0.24 (0.43) 0.29 (0.46) 0.24 (0.43)
Marital status
Single (no partner in household) 0.07 (0.25) 0.26 (0.44) 0.09 (0.29) 0.25 (0.43)
Cohabiting (unmarried) 0.18 (0.38) 0.66 (0.47) 0.15 (0.36) 0.66 (0.48)
Married (and cohabiting) 0.75 (0.43) 0.08 (0.27) 0.76 (0.43) 0.09 (0.29)
Duration of cohabitation 3.06 (2.65) 3.07 (3.70) 2.85(2.73) 3.04 (3.79)
Number of children aged 15 or younger 0.65 (0.83) 0.38 (0.65) 0.66 (0.83) 0.31 (0.60)
Child(ren) between 0 and 2 years of age 0.35 (0.48) 0.15 (0.36) 0.35 (0.48) 0.14 (0.34)
Child(ren) between 3 and 5 years of age 0.14 (0.34) 0.10 (0.31) 0.13 (0.33) 0.08 (0.26)
Observations 1436 2175 1323 1975
Observations (conditional on working) 945 1643 1202 1644

Notes: The statistics refer to the pre- and post-reform period (i.e., 2005-2010). The treatment group includes
persons who got married for the first time in the pre-reform period, and who have been cohabiting with their
spouse at some point in this period. The control group includes persons who have been cohabiting with their
partner at some point in the pre-reform period, but did not get married until at least 2007

Table 11 Pre- and post-reform summary statistics by group and gender

Pre-reform Post-reform

Treatment group Control group Treatment group Control group

Mean/SD Mean/SD Mean/SD Mean/SD
PANEL A: WOMEN
Labor force participation 0.77 (0.42) 0.86 (0.35) 0.71 (0.45) 0.88 (0.33)
Actual working hours (per weekday) 7.35(2.22) 7.69 (2.19) 6.59 (2.60) 7.44 (2.19)
Leisure (hours per weekday) 1.69 (1.41) 1.91 (1.58) 1.61 (1.42) 1.85 (1.62)
Separation 0.01 (0.10) 0.07 (0.25) 0.01 (0.12) 0.06 (0.23)
Observations 666 1094 770 1081
Observations (conditional on working) 463 805 482 838
PANEL B: MEN
Labor force participation 0.97 (0.18) 0.95 (0.23) 0.97 (0.16) 0.96 (0.20)
Actual working hours (per weekday) 8.69 (1.56) 8.63 (2.25) 8.63 (1.80) 8.80 (2.08)
Leisure (hours per weekday) 1.80 (1.51) 2.09 (1.89) 1.63 (1.42) 2,05 (1.71)
Separation 0.01 (0.10) 0.09 (0.28) 0.02 (0.15) 0.04 (0.19)
Observations 608 986 715 989
Observations (conditional on working) 546 801 656 843

Notes: The statistics refer to the pre- and the post-reform period (i.e., 2005-2007 and 2008-2010,
respectively). The treatment group includes persons who got married for the first time in the pre-reform
period, and who have been cohabiting with their spouse at some point in this period. The control group
includes persons who have been cohabiting with their partner at some point in the pre-reform period, but
did not get married until at least 2007
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Table 13 Results of robustness test for different time periods for women and men

OLS

FE

Labor force

Actual working hours

Leisure (hours

Labor force

Actual working hours Leisure (hours

participation per weekday per weekday) participation per weekday per weekday)

Coef./StdE Coef./StdE Coef./StdE Coef./StdE Coef./StdE Coef./StdE
PANEL A: WOMEN
Years 2005-2010, without 2007
Treatment group  —0.0089 0.3768%* (0.1840) —0.1812 - - -

(0.0249) (0.1233)
Post-reform x —0.0125 —0.2985 (0.2439) —0.0276 0.0207 —0.0960 (0.2027) 0.0476 (0.1322)
treatment group (0.0338) (0.1218) (0.0363)
Adjusted R? 0.31 0.25 0.08 0.26 0.23 0.04
Observations 2515 1803 2515 2515 1803 2515
Years 2004-2011
Treatment group ~ 0.0011 0.0718 (0.1446) —0.0621 - - -

(0.0167) (0.0833)
Post-reform x —0.0187 —0.0882 (0.1714) 0.0431 (0.0869)  —0.0074 —0.0263 (0.1527) 0.0925 (0.0757)
treatment group (0.0211) (0.0227)
Adjusted R? 0.29 0.24 0.09 0.22 0.23 0.05
Observations 5626 4034 5626 5626 4034 5626
Years 2003-2012
Treatment group  0.0133 0.0338 (0.1326) —0.0466 - - -

(0.0144) (0.0740)
Post-reform x —0.0138 —0.0359 (0.1616) —0.0177 0.0033 0.0556 (0.1427) 0.0198 (0.0694)
treatment group (0.0188) (0.0770) (0.0205)
Adjusted R 0.29 0.25 0.09 0.24 0.24 0.05
Observations 7748 5494 7748 7748 5494 7748
PANEL B: MEN
Years 2005-2010, without 2007
Treatment group  0.0169 —0.1704 (0.1854) 0.0272 (0.1405) - - -

(0.0171)
Post-reform x —0.0249 0.1649 (0.1980) —0.1681 0.0123 0.0694 (0.1695) —0.2753
treatment group (0.0189) (0.1691) (0.0204) (0.1808)
Adjusted R? 0.09 0.03 0.07 0.02 0.08 0.05
Observations 2249 1930 2249 2249 1930 2249
Years 2004-2011
Treatment group  0.0110 —0.0623 (0.1358) 0.0107 (0.1023) - - -

(0.0108)
Post-reform x 0.0027 —0.1410 (0.1395) —0.1237 0.0188 —0.0415 (0.1134) —0.1788*
treatment group (0.0125) (0.1034) (0.0127) (0.1025)
Adjusted R 0.05 0.03 0.08 0.03 0.09 0.06
Observations 5082 4375 5082 5082 4375 5082
Years 2003-2012
Treatment group  0.0036 0.0070 (0.1260) —0.0253 - - -

(0.0105) (0.0937)
Post-reform x 0.0058 —0.0909 (0.1360) —0.0877 0.0163 —0.1077 (0.1196) —0.1407
treatment group (0.0119) (0.0912) (0.0120) (0.0867)
Adjusted R 0.06 0.03 0.09 0.05 0.08 0.06
Observations 7011 6036 7011 7011 6036 7011

Notes: OLS and FE regression results with robust standard errors clustered at the individual or couples’
level in parentheses. Asterisks indicate p values according to: ***p <0.01, **p <0.05, *p <0.1. The post-
reform dummy equals one in the years 2008-2010/2008-2011/2008-2012, and zero in the years

2005-2006/2004-2007/2003-2007. Control variables are the same as in Tables 2 and 3
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Table 14 Results of robustness test for different time periods for couples

Separation

OLS FE

Coef./StdE Coef./StdE
Years 2005-2010, without 2007
Treatment group —0.0479*** (0.0110) -
Post-reform x treatment 0.0495*** (0.0133) —0.0060
group (0.0171)
Adjusted R 0.01 0.03
Observations 2391 2391
Years 2004-2011
Treatment group —0.0481*** (0.0080) -
Post-reform x treatment 0.0468*** (0.0098) —0.0048
group (0.0106)
Adjusted R? 0.02 0.03
Observations 4882 4882
Years 2003-2012
Treatment group —0.0535%** (0.0075) -
Post-reform x treatment 0.0478*** (0.0087) —0.0111
group (0.0093)
Adjusted R? 0.03 0.03
Observations 6500 6500

Notes: OLS regression results with robust standard errors clustered at the individual or couples’ level in
parentheses. Asterisks indicate p values according to: ***p <0.01, **p <0.05, *p <0.1. The post-reform
dummy equals one in the years 2008-2010/2008-2011/2008-2012, and zero in the years 2005-2006/
2004-2007/2003-2007. Control variables are the same as in Table 4
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