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INTRODUCTION

A key aspect of the transformation of American families over the last four decades is the
increased likelihood that couples will choose to dissolve a marriage. After increasing slowly but
steadily from the middle of the nineteenth century to the middle of the twentieth, divorce rates
increased sharply beginning in the late 1960s. While divorce rates have been stable since the
1980s, the proportions of adults and children affected by divorce are historically very high, with
about one-half of all marriages expected to end in divorce.

The importance of divorce to family change, along with the well-established negative
consequences of divorce for both adults and children, has led to a great deal of research on the
determinants of divorce. This empirical literature emphasizes the role of individual and couple
characteristics, such as income, age at marriage, presence of children and family background. In
contrast to the literature on the decision to marry, relatively little research considers the ways in
which the social-structural environment affects the decision to dissolve a marriage (the exception
being the work of South and colleagues, e.g. South & Lloyd 1995). However, theories predicting
the influence of economic context on marriage imply that these same contextual characteristics
will influence the likelihood of marital dissolution. For example, personal economic stability is a
prerequisite for marriage (Oppenheimer et al. 1997) and attaining this stability depends in part on
available economic opportunities. Since marital stability also depends on economic well-being,
(Faust and McKibben 1999) economic opportunities should also influence the risk of divorce.

In this paper, we use longitudinal data from the 1979-1997 waves of the Panel Study of
Income Dynamics to examine the relationship between economic context and the risk of marital

dissolution. We focus on two distinct aspects of individual’s economic context: labor market



opportunities and the costs of home ownership. Since black-white disparities in marital
dissolution are pronounced and poorly understood, we pay special attention to race differences.
BACKGROUND
Empirical studies of divorce are based on rational choice (Becker et al. 1977; Becker

1981) or social exchange models (Blau 1964; Homans 1961) which emphasize the individual
characteristics that influence personal decision-making. In this framework, spouses compare the
benefits obtained within marriage to those obtainable outside of marriage, and make decisions
based on this calculation. Included in this consideration are the constraining effects of social
norms' or legal obligations” which alter the valuation of these alternatives. Previous work has
found that the following individual-level variables are consistently significant predictors of
divorce: income, age, employment status, hours worked by wife, educational attainment, prior
cohabitation, presence of children, race, religious affiliation, home ownership and region of
residence (Amato and Rogers 1997; Greenstein 1990; South and Spitze 1986; White 1991).

About one-half of all divorces occurr within the first seven years of marriage, and virtually
all of the remaining divorces occur within the first 20 years (Pinsof 2002). The risk of divorce
has a distinct time duration effect that may be modeled independently of covariates, with divorce
rising rapidly in the early years and gradually falling thereafter. While the time duration effect is
well-known (Diekmann and Mitter 1984) it is often not discussed in model specifications of

divorce (e.g. South, Trent and Shen, 2001).

! Because social norms are not easily quantifiable, time, typically year, is used as a trend variable to subsume all of the
“unexplained” variation in divorce rates at the population level. With divorce rates increasing over the past century, Lesthaeghe
(2002) and others have attributed increasing individualism to the rise, noting that as countries “Westernize,” taking on the
economic and cultural trappings of Western civilization, their divorce rates rise accordingly, in tandem with other shifts in family
formation. However, the mechanisms to which these shifts are attributable remain largely unexplained.

2 Changes in legal obligations center around the perceived affect of no-fault divorce laws, adopted in the 1960s and early 1970s.
Friedberg (1998) attributes 17% of the increase in divorce rates to the imposition of no-fault divorce laws between 1968 and
1988.



There are distinct racial differences in patterns of both marital formation and dissolution.
Fewer blacks ever marry, those who do marry later, and more blacks cohabit than do whites
(Raley 2000). For black couples, the income of both partners has been connected to probability
of marriage; in contrast, for whites only the male’s income is significant (Cherlin 2000). While
divorce rates between blacks and whites have narrowed over the last two decades, blacks still
divorce at rates double that of either whites or Hispanics (Tucker and Mitchell-Kernan 1995: 12).
The reasons behind the racial difference in likelihood of divorce remains an important
unanswered question in marital research. In contrast to research on racial differences in
marriage formation, research on marital dissolution has tended to examine the influence of
socioeconomic context (exceptions are Ruggles 1997 and South 2001). Most of the studies that
incorporate contextual characteristics focus on the impact of sex ratios as an indicator of
“spousal alternatives”. In a series of studies South and colleagues (South 1995; South and Lloyd
1995; South, Trent and Shen. 2001; Trent and South 2003) show that imbalanced sex ratios both
in a generalized area, and (to a much lesser degree) within a work profession impact the rate of
divorce. In these studies sex ratios are generalized to areas or professions, and thus cannot get at
the exact contexts in which people are embedded. Aberg (2003), however, had just such a
dataset for a group of 37,000 Swedes in 1,500 workplaces. Using hazard models she analyzed
how sex, age, and marital status of a person’s coworkers affected the individual’s risk of divorce
when controlling for known individual-level risk factors. The results showed that the
demographic characteristics of coworkers considerably influenced the risk of divorce.

RESEARCH QUESTION AND HYPOTHESES



We extend research on divorce by systematically analyzing the extent to which
socioeconomic context predicts marital dissolution over and above individual characteristics.
We focus on two key aspects of socioeconomic context: labor market opportunities and the costs
of home ownership. While our focus on labor markets is a direct extension of research on
marriage, to our knowledge no study has examined the link between housing opportunities and
divorce. Yet as we outline below, home ownership is marriage-specific capital that may increase
marital solidarity as well as enhance economic security; all else equal, reduced opportunities (i.e.
high costs) of ownership prevent couples from attaining this capital.

Financial Stability and Labor Market Opportunities

As noted above, income, employment status, and changes in these have been consistently
related to the risk of divorce. Again, rational choice and exchange theories have been used to
place these economic variables into a decision-making framework. Using either a trading or
bargaining model of marriage, income and employment prospects become important because
spouses use them when calculating the relative benefits of remaining in the marriage versus
exiting the marriage. Male employment and higher income are consistently negatively related to
marital dissolution (Burgess, Propper & Aassve 2003; Hoffman and Duncan 1997), as are
increases in income during the marriage (Weiss and Willis 1997).

For females, however, employment status and income do not have as clear-cut effects. A
group of studies supports the “independence effect” for women, where employed women and
women of higher wages were more likely to divorce than women who are not employed
(Ruggles 1997; South 2001). Schoen et al. (2002) shows mixed results, where female
employment is more likely to disrupt unhappy marriages but to have no effect on happy

marriages. Burgess et al. (2003) show that female employment and income decreases the



likelihood of divorce for women, and Greenstein (1990) shows that working women enhanced
the marital stability in low-income couples because of their contributions to financial security.
Positive changes during the marriage in women’s labor characteristics have been shown to be
destabilizing, with both increases in the wife’s income (Tzeng and Mare 1995; Weiss and Willis
1997) or in number of hours worked (Tzeng and Mare 1995) resulting in greater rates of
dissolution.

Most empirical studies confine estimation of income and employment effects on divorce
to the individual level. Income, weeks worked, and education are used as proxies for financial
stability. However, financial stability and economic opportunity are also social conditions that
can support norms which act as constraints on individual behavior. Economic context
operationalized through measures of local employment opportunities (either unemployment rates
or measures of low-wage work) are associated with deviant behavior (Bellair & Roscigno 2000;
Gould, Weinberg & Mustard 2002; Thornlindsson and Bernburg 2004) . While divorce may not
longer be considered deviant, marriage is considered a highly desirable state. Going beyond the
proven link between individual income and marital disruption, we hypothesize that poor labor
market conditions have a negative impact on marriage over and above the effects of individual
income. Employment conditions are an integral part of an individual’s estimation of his or her
economic prospects. Thus examining the context in which economic valuations are made is an
improvement over the simple income and educational attainment measures used in previous
estimates of divorce risk. While individuals can certainly move to areas with better employment
conditions, migration itself can destabilize marriages.

Along these lines, South, Trent and Shen (2001) use the 1968-1986 Panel Study of Income

Dynamics to estimate the impact of neighborhood socioeconomic characteristics on marital



dissolution. They find no direct causal link between neighborhood status and marital instability.
However, the theoretical framework utilized emphasizes the hypothesized connection between
aggregate poverty/disadvantage and behavior, and less the possible connection between labor
market opportunity and behavior. This latter connection has been established in research on
crime and adolescent delinquency (Bellair & Roscigno 2000; Crutchfield & Pitchford 1997), but
has yet to be extended to possible impacts on marital stability.

The theoretical and empirical research to date and our emphasis on connections between economic
opportunity and marital stability lead to the first two hypotheses to be tested in this analysis:

(H1) High unemployment will be associated with a greater risk of dissolution.

(H2) Low mean wage rates will be associated with a greater risk of dissolution.
Homeownership as a Marital Specific Asset

Based on several theoretical foundations, we expect that homeownership will influence

marital stability. From a rational choice perspective, joint homeownership is a martial specific
asset, where the utility derived from joint ownership is arguably greater than the utility derived if
the asset were split (Becker and Landes 1977). From an exchange perspective, joint ownership
creates binding ties between individuals. A related social-psychological perspective
characterizes these binding ties in terms of identity, where ties create a “we” narrative that
becomes part of the identity of each individual partner (Sternberg 1998). From a social
integration perspective, homeownership is a valuable marker of a successful marriage,
enveloping homeowners in a select community. Recent empirical research on the importance of
homeownership to marriage has come both from quantitative and qualitative studies that have
looked at the transition to marriage from a single or cohabiting status. Individuals often note the

need to reach a certain material standard—including the ability to own a home—before they can



marry (Clarkberg 1999; Gibson et al. 2003; Smock et al. 1999), and the cost of owning a home
appears to decrease the likelihood of marriage, even with controls for income and employment
(Hughes 2004; 2003).

Homeownership has been relatively neglected in studies of divorce. An exception is
South and Spitze (1986), who find a significant negative relationship between homeownership
and divorce. However, an association between investment in homeownership and divorce rates
could be due to a selection effect. Individuals who have inherently stronger marriages may be
more likely to buy homes, while those with weaker marriages may hesitate to do so. Thus any
association shown in empirical models could be due to this endogneity and the results would be
spurious. Bruederl and Kalter (2001) were able to control for this effect by using a dataset that
specifically determined the onset of marital instability. Holding this instability constant the effect
of homeownership decreased the risk of divorce by 39%.

This type of dataset is not available in the American case. We propose that an alternative
specification is to use the cost of owner occupied housing as a variable that is related to the
ability to purchase a home, but is not related to quality of the marriage. Thus, if we show that
housing costs are related to the risk of divorce, this would indicate that individuals do not own
homes because of high housing costs rather than because of doubts about the prospects of their
marriage. By controlling for individual-level characteristics (employment, income, age, presence
of children, etc.) we can ascertain both the effect of homeownership on the likelihood of divorce,
as well as the effect of local housing costs on divorce via homeownership, while at the same time
lessening the possibility of a selection effect. This leads to the third hypothesis to be tested:

(H3) Higher local housing costs will be associated with a greater risk of dissolution.



DATA AND MEASURES

Data

To test these hypotheses, we use data from the Panel Study of Income Dynamics (PSID). The
PSID is a longitudinal study of a representative sample of U.S. individuals and the family units
in which they reside. The study began in 1968 with 18,224 individuals living in 4,802 families
(PSID 2004). The sample was drawn using a split sample methodology in which lower income
families were over-represented (Hill 1992). The initial response rate for the PSID was 76
percent. Since 1969 reinterview rates have ranged from 97% to 100% (Hill 1992; Panel Study of
Income Dynamics 1998). Sample families were reinterviewed each year through 1997 after

which they were interviewed every two years.

One of the unique features of the PSID design is that a child born to a sample member
becomes a sample member. In addition, sample members are interviewed even when they leave
sample families. For example, a child born in 1969 to a sample family, who then moved out of
her parents’ household in 1989 at age 20 is a sample member, interviewed first as a part of her
parents’ household and then in her own independent household. These rules were designed to
mimic the populations’ family building activity and produce a representative sample of families
across time and at a point in time. For our purposes, they mean that we can examine the links
between economic context and divorce over nearly twenty years, years differing widely in family

behavior, economic context and housing conditions.

Our analytic sample includes respondents who married between 1979 and 1996. We
examine first marriages only, because the dynamics of second marriages are different than first

marriages and it is unlikely that a sufficient number of cases would be present to make



conclusions for remarriages. We restrict the age ranges to 18 to 50. Most individuals buy a
home, get married (and divorced), and have children in this age range.
Dependent Variable

We assess the dependent variable marital duration by the measure of whether a married
respondent became separated or divorced between interviews. We use estimates of dissolution,
rather than divorce, because individuals often separate years before divorcing, and the use of
separation instead of divorce only minimally overestimates marital dissolution because of the
low possibility of reconciliation (Wineberg 1996).

Contextual Measures

Housing context. We include the median value of owner-occupied housing in the county
where the respondent lived at a particular interview. This was possible using the PSID restricted
files, which provide geographic codes for the respondents’ addresses at each interview. We drew
the housing cost data from the 1980-2000 Decennial Census Summary Tape Files. Intercensal
housing value data for all U.S. counties over the long period we are looking at is simply not
available. We therefore used linear interpolation to estimate housing costs for the intercensal
years (Hughes 2004). All housing values are in 1979 dollars.

Labor market conditions. We use annual unemployment and mean wage rates (deflated
to 1979 dollars) calculated from the Current Population Survey’s Merged Outgoing Rotation
Groups data set. We use these data rather than the March CPS because the outgoing rotation
groups contain approximately three times as many observations as the March CPS. Utilizing this
data, we calculate mean wage rates be sex, race (black/white) and education level (less than high
school, high school, and college) for individuals working at least 35 hours per weak.

Disaggregating by race and sex is important because of the difference between wages and



unemployment rates for blacks and whites, and for males and females, with the same level of
education. At this level of aggregation, it was not possible to differentiate employment and
wages by a geographic area smaller than the state level. However, sufficient observations were
available to estimate an aggregate measure for (1) rural areas and (2) metro areas within each
state.

Unemployment rates are calculated for those in the labor market, and we provide two
measures: one a simple measure of overall unemployment, the second a measure of
unemployment/underemployment, drawing on information collected from respondents as to
whether the part-time employment in which they are engaged is a substitute for preferred full-
time employment. In general, rates of underemployment in the sample are about one-third larger
than those of unemployment, and unemployment rates for blacks are about twice as high as those
for whites.

Control Variables

Lgincome is the log of the couple’s total taxable income (deflated to 1979 dollars).
Propfem is the proportion of the wife’s labor income compared to the couple’s labor income.
Age at Marriage is the marital age of the respondent. Higher age at marriage has been
connected to greater marital stability (White 1991; Burgess 2003).

Birth in interval determines if there was a birth within the year. While the effect of
number and age of children on marital stability is equivocal (Waite and Lillard 1992; Chan and
Halpin 2002; Bruderl and Kanter 2001), a birth has a consistent negative impact on the
probability of divorce (White 1991).

College is a dummy variable indicating some college or a college degree. Higher

education has been associated with lower divorce rates.
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Regional controls correspond to Census regional categorizations. West, Midwest, and
Northeast are compared to South.

Table 1 contains descriptive statistics for the combined sample, as well as for blacks and
whites separately.
ANALYTIC STRATEGY

We use an event history model to estimate the risk of marital separation. The dependent
variable in the model measurse the duration of time that individuals spend in a state before
experiencing an event: in this case, separation or divorce. Individuals enter the risk set at
marriage and leave the set upon divorce/separation or the terminal year (1997 in this case).

Because the risk of divorce has a distinct time duration effect that can be modeled
independent of covariates, we utilize a log-logistic parametric specification, which yields similar
results as those in sickle parametric models of divorce (Diekmann and Schmidheiny 2002:
Diekmann & Mitter 1984). Survival estimation with parametric models cannot be recommended
unless there is adequate theoretical and empirical for the shape of the duration dependency. In
the case of divorce, the distinct bell-shaped curve, where risk of divorce peaks in the sixth or
seventh year of marriage and then declines monotonically thereafter, lends itself well to a
parametric specification (Blossfeld, Hamerle and Mayer 1989). By specifying the shape of the
duration dependence, the scale parameter estimated to describe this time dependence utilizes
fewer degrees of freedom than in the more commonly used discrete-time framework. A more
parsimonious specification increases the explanatory power of covariates for the testing of the

hypotheses.
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We correct for clustering due to multiple observations on the same individual, and for the
possibility of unobserved heterogeneity (using the frailty command within STATA 8.0). We
model first using individual-level variables, and then progressively add contextual variables.
RESULTS AND DISCUSSION

Results are contained in Table 2. Model one uses individual-level predictors. Note that
in the parametric specification of survival models, the duration is estimated, rather than the risk
of failure. Thus a positively signed coefficient implies that the expected duration increases for
increase in the value of a covariate while a negatively signed coefficient implies that the
expected duration decreases for an increase in the value of the covariate.

The individual-level coefficients are significant and in the expected direction, with
greater age at marriage, higher income, greater education and birth during the year associated
with positive duration of the marriage. Being black, having a premarital birth, and wives’ greater
proportion of labor earnings create instability. The negative value on the black*premarital
interaction, however, offsets the main effect, making the risk of a premarital birth unimportant in
reducing the duration probability for blacks.

Model 2 adds regional controls. Results indicate that divorce rates in the Northeast are
distinct from those in the South. The effect of this regionality could be social cohesion promoted
by religious homogeneity, or the positive impact of higher income or education in that region
compared to the South. While the interpretation of regional effects is beyond the scope of this
analysis, we maintain these controls for all models.

Model 3 adds housing value to the individual-level covariates. County housing cost as
specified here is not a significant predictor of marital duration. While the same specification has

proven robust in predicting transitions from single to cohabitating and marital statuses (Hughes
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2003), we suspect that any effect on marital duration may be obscured by correlation between the
price of housing and individual income. This is suggested by the loss of significance of both
Couple’s Taxable Income and > HS education when county housing costs are included.
Individuals with high incomes disproportionately live in counties with high incomes, so that the
positive effect of individual income on marital duration (and associated higher income in the
county) may overpower any negative impact of higher housing costs. Future work should
include a control variable for county-level mean income, as well as a possible respecification to
labor market areas, to further test the relationship.

Models 4 and 5 consider the possible impact of higher unemployment rates, or,
alternatively, higher underemployment. In both cases, we do not find these to be significant
predictors of marital stability. While individual unemployment status is predictive of marital
instability, the contextual effect may be more consequential in preventing the transition to
marriage, rather than increasing the probability of divorce, simply because conditions of high
unemployment prevent marriages from ever occurring (Oppenheimer 2003).

Model 6 adds the sex/gender/education-specific mean wage. The effect is significant,
with higher mean wages appearing to contribute a protective effect on marital stability over and
above the effect of individual income. The coefficient can be interpreted as a follows: a $1.00
increase in the hourly mean wage for individuals living in the area associated with that wage
increases the likelihood that marriage endures an additional year by about 4.7%. Generalizing to
the average wages across the sample, a $1.00 increase constitutes approximately a 10% increase
in the mean wage.

Model 7 includes an interaction between black and mean wage. The value is negative

and significant. While leaving the coefficient values and significance of the individual-level and
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regional values relatively untouched, the significance of black is lost when this interaction is
included. This suggests several interpretations, discussed in the concluding section of this paper.

In analyses not reported here, interactions between meanwage, black*meanwage, and the
region variables were insignificant and did not appreciably change the values or significance of
the other covariates. The same was true when urban and rural status were included, measured by
residence within an MSA. This indicates that it is not regional or urban/rural differences in
wages that accounts for the Model 7 results. We also doubt that the attenuation of the black
effect when black*meanwage is included is due to correlation between individual wages and
mean wages, as these correlate at approximately 0.30 for both whites and blacks in the sample.

An interaction between historical time and meanwage was also not significant, indicating
that the impact has not changed appreciably over the last two decades. In keeping with prior
work on the relative consistency in individual-level predictors of martial instability over the past
two decades (Teachman 2002), we do not find that the impact of these predictors has changed
significantly across the sample years.
DISCUSSION

In this paper we establish the relationship between labor market opportunity, measured
by mean wage rates, and marital stability. Our work contributes to the growing literature
examining the effects of labor market opportunities on a wide range of individual outcomes.
Contrary to expectations, we did not see a significant effect of the cost of housing on marital
stability, nor any impact of unemployment or underemployment. What we did find was a
racially distinct impact of mean wage levels on the likelihood that marriages would endure.
White individuals who live in areas associated with higher mean wage rates are less likely to

divorce compared to those in areas with lower mean wage rates. This effect is net of both
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individual-level controls, and regional effects that could systematically impact mean wage levels.
This lends support to the importance of the broader socioeconomic environment in conditioning
prospects for marital stability.

For blacks, however, our measure of labor market opportunity has no impact on marital
stability. This result suggests multiple interpretations, and adjudicating between these provides
grounds for future research. One interpretation is that black marriages do not respond to
economic opportunities in the same way that whites do. While at the individual level black
couples with higher incomes have greater marital stability than black couples with lower income,
based on our analysis the broader economic context represented by wage levels simply has no
impact, suggesting a fundamental difference in the connection between economic circumstances
and marital dissolution for blacks. A second possibility is that the effect of mean wage is non-
linear, where the force of wages on marital stability is significant only at higher levels. As a
result, the concentration of blacks at the lower end of the wage curve (Stratton 1993) means we
see no effect of mean wages within this social grouping. Future work should assess the extent to
which the non-effect of wage levels on black marital stability is due to a possible concentration
of blacks on the lower end of the wage curve, and if this concentration is due to spatial

concentration within generally poor labor market contexts.
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