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9 Separation: Consequences for Wealth in
Later Life

Caroline Dewilde, Karel Van den Bosch and Aarom\dan Heede

9.1 Separation asan increasingly important issue

Over the course of their lives, a substantial nitgaf elderly European men and
women have experienced the dissolution of one orenpartner relationships
through divorce or the ending of cohabitation. &q most research into the eco-
nomic consequences of (marital) separation has based on panel data and con-
sequently focuses on the short or middle term fier durrent generations of re-
spondents in their ‘adult’ years. This chapter nsaftestart at improving existing
knowledge by studying the economic consequencémafital) separation, look-
ing at this issue ‘from the other way around’. Ushetrospective SHARELIFE-
data, we explore how wealth in later life — meadureterms of home-ownership
and the possession of other financial assetsrflisshced by the relationship tra-
jectories of European men and women. Given the tmxitp of the issue at hand,
in this chapter we focus on the first marital segian. As for the variation be-
tween European countries in terms of the instingicarrangements influencing
the short and long-term consequences of (marigfasmtion, we furthermore
sketch the contours of a conceptual framework tlaat be used for a more in-
depth study.

Although in recent years the economic consequentdmarital) separation
have been the topic of a fair amount of publicatjomost authors have concen-
trated on the short or middle-term impact of tlifie Event. The results of these
studies for different European countries are faidpsistent: while many divorced
women become financially deprived and/or even gmdlaiming welfare, for men
the financial consequences of divorce are usuabg hegative — controlling for
the size and the composition of their new houselgddhe men even experience
an improvement of their disposable income. Theselgedifferences can be re-
lated to the gender division of labour, the gertifferences in labour market par-
ticipation and male-female wage differentials. Frantomparative perspective,
Uunk (2004) has shown that in countries providithes high public childcare
and/or generous transfers for lone parents, the-g&on economic consequences
of divorce are less severe. Furthermore, not alhem follow the same income
trajectory during the years following divorce. Acdimg to Andrel3 et al. (2006),
British and German women, although they suffer mioigally, recover rather
quickly from the negative economic consequencesepfration, perhaps because
their economic situation forces them to repartnerarguickly. In Sweden how-



ever, where gender equality in terms of a compagtismaller income loss fol-

lowing separation is most pronounced, both menwaoichen seem to financially
suffer for a longer period of time. This might be iadication that in the longer
term the incomes of separated women gradually excdhiough not always to
their previous levels. The mechanisms by whichittigal decline in household

income following (marital) separation is mainly cbered are paid work and/or
repartnering. Across Europe, women who repartnpegance a 26%-increase of
their post-divorce income, while women who entex tabour market gain 19%
(Dewilde and Uunk 2008).

This focus on (women'’s) income position has resuiitea somewhat one-sided
view of the economic consequences of (marital) isgjmen. In addition to the fi-
nancial consequences, divorce entails significalditmnal economic changes.
Perhaps the main other economic impact concernsdbsing situation of the ex-
partners. By definition, the dissolution of the plauresults in two separate house-
holds, of which at least one has to find anothecelto live. Setting up a new
household comes at a substantial cost, and incpkati for those people at the
lower end of the income distribution, finding newusing which is both afford-
able and meets certain quality standards is acdifftask. Likewise, the partner
who remains in the marital home often has to pre¥at the full mortgage or rent
payments, which can cause severe financial straifoa result in moving away.
Many respondents, especially women, have diffiealtoping with housing costs
and maintenance, or find that they do not managaise the capital necessary to
buy their ex-partner’s interest in the house.

Comparative research on the housing consequencémanital) separation
(Dewilde 2008, 2009) shows that in the short-tetinis life event substantially
raises housing costs, as well as the risk of l@pwinner-occupation for both men
and women. This risk seems however smaller for womehose countries where
the economic consequences of divorce are more eseicer in the liberal and
Southern-European welfare regimes. This findinghhige explained by the fact
that women in these countries might be compensfatedhe economic conse-
guences of divorce by more advantageous procedafrggoperty settlement.
However, other explanations are possible as welhé¢ Southern-European coun-
tries, outright ownership is more common and péathe ‘extended family enter-
prise’, which makes it easier to remain in ownecwgration. Furthermore, alterna-
tive forms of housing are limited, so that divorceeén and women might be
forced to stay in owner-occupation, even if thegrea afford it.

9.2 Inthelongterm

Concerning the long-term consequences of (masggbaration, our first hypothe-
sis is that both men and women who ever experietiredlissolution of a mar-
riage or cohabitation are less likely to be a hawaer and have a lower level of



financial assets in old age, even when they haeateally repartnered. This ef-
fect is caused by three underlying mechanisms.fifstemechanism relates to the
event of (marital) separation itself. As the presiosection has shown, across
Europe (marital) separation results in a declinalisposable household income
(especially when taking housing costs into accoforth usually extended period
of time, and in the exit out of owner-occupatione \Also expect to find a gender
difference in the impact of (marital) separatiorold age. The second mechanism
is related to the well-known beneficial effect ofamage. Wilmoth and Koso
(2002) found that marriage, as the institutionaise@y of cohabiting, offers more
opportunities for welfare accumulation comparedotber living arrangements.
Thirdly, especially in so-called home-ownership miies, owner-occupation is
heavily subsidised through tax credits, benefitegerage- and high-income
households. Moreover, during the post-war decadesst European countries
have experienced a more or less sustained incre&®seise prices, making owner-
occupation a relatively safe and profitable invesiim To the extent that renters
do not enjoy the same financial benefits, the ewémrixiting owner-occupation in
itself following (marital) separation simply puteparated men and women in a
position where they can accumulate less wealth.

9.3 Thelmportanceof Institutions

The impact of divorce obviously depends on theaambntext. A historical and
comparative perspective is therefore importanthia section we single out two
dimensions: the welfare state and the legal t@uticoncerning the division of
marital property. Furthermore, as the respondemtthé SHARELIFE-module
grew up, established their families and boughtrtheimes in different time peri-
ods, we have to take into account that processgsrmechanisms of wealth accu-
mulation (both housing wealth and other financiahith), as well as the impact of
(marital) separation on these, might be differentdifferent birth cohorts. There-
fore, in our analyses we distinguish between redents born from 1900 to 1934,
from 1935 to 1944 and from 1945 onwards.

Concerning the possibly mitigating influence of thelfare state on the impact
of (marital) separation on wealth in old age, wpest that female labour market
participation can be regarded as a reflection @& dpportunity structure for
women. This is influenced by welfare state intetim s in matters like public
child care and maternity benefits, but also by etioo and legislation towards
non-discrimination at the work place. Of coursdiuwral and economic factors are
also important. In our empirical analysis, we Usefemale labour market partici-
pation rate in 1980 as a kind of 'catch-all' cohtakvariable for this opportunity
structure. This choice is mainly motivated by thekl of data on specific welfare
state interventions in the earlier decades focalintries. In any case, we expect
that women in countries with high female labour kearparticipation are more



likely to be economically independent, and therefsuffer less from negative
consequences on their wealth after separation.

A second institutional domain we at least want tawd attention to concerns
the legal customs related to the division of mart@perty. So far, this domain
has remained a black box, and is not often addidsgesociologists. From a com-
parative perspective however, laws and legal custpatentially have a large im-
pact on the effect of marital separation on weadtbld age. Issues such as com-
pensation for the ‘wronged’ spouse in terms oflfi@ting ownership of the family
home or the sharing of pension rights have a lampact on economic well-being
and the possibilities for wealth accumulation fottbseparated men and women.
Furthermore, the change from bilateral to unildteli@orce laws might have an
impact on the economic outcomes in later life rer®ailThese questions however
remain unanswered up to today as research isailit on these issues.

9.4 Dataand Variables

The data used in this chapter are based on thetaiaistories collected in
SHARELIFE. These retrospective data are then coeabiwith the prospective
data collected during the second wave of SHARE. mh& reason for combining
the SHARELIFE data with the second wave of SHAREh& the dependent vari-
ables we use as indicators for economic well-beivgre not collected in
SHARELIFE. The data refer to the life histories28(573 respondents in 13 coun-
tries (Austria, Germany, Sweden, The Netherlangdajr§ Italy, France, Denmark,
Greece, Switzerland, Belgium, Poland and the CRsghublic). Using listwise de-
letion, cases with missing information on the Jiles of interest were removed
from the sample, producing an analytical samplé¢ tbatained a total of 20,711
respondents, including 4,552 currently singles B8d59 currently married or co-
habiting individuals. In the following paragraph® wliscuss our main variables
and our analysis strategy.

Dependent Variables

Our analyses focus on home-ownership and the tmtalorth (i.e. wealth) of
SHARELIFE-respondents. Home-ownership as recordethé second wave of
SHARE is measured as a dichotomous variable, codéd respondent does not
own the house he or she occupies at the time eifviilew and coded 1 if he or she
does. The total net worth is the sum of the natesmbf: (a) the primary residence
net of the mortgage, (b) other real estate, (cjness, (d) cars, (e) savings, stocks
and bonds, mutual funds, IRA’s and life insurand¢egutations on net worth are
provided in the SHARE-data to correct for missirgjues. This net worth is ex-
pressed in PPP-adjusted Euros. It is importanbte that in SHARE net worth is
measured at the household level. This is probleniati our analysis since it im-



plies that net worth is confounded with current ilahistatus. For couples, the to-
tal net worth represents the wealth of two adultsereas for singles it reflects the
wealth of one adult. Given our goal of estimating effect of individuals’ marital
histories on their economic well-being in lateelifve need to adjust for this by
creating a per capita measure of total net wortthegendent variable. To do so we
assign half of the total household net worth tchgaartner by dividing the house-
hold level wealth by the number of people livingtie household. After inspec-
tion of the data we applied a logarithmic transfation of our dependent variable,
net worth, to correct for the non-normal distrilbuti To avoid the loss of respon-
dents with negative or zero net worth values, wdedda constant to the total
wealth distribution to anchor the minimum valuelabefore applying the log
transformation. Using the logged net worth charthesinterpretation of the con-
tinuous coefficients, which can now be interpreasgercentage changes. Dummy
variables, however, cannot easily be interpretegeasentage changes. Following
Halvorsen and Palmquist (1980), the coefficients tfee dummy variables are
transformed by taking the antilog of the coeffitjesubtracting 1 from this antilog
and multiplying the result by 100 to obtain pereget changes.

Independent Variables

Since the main goal of this study is to examine ltmg-term effect of different
marital trajectories on economic well-being, weateel marital status categories
based on the current marital status and the previcarriage dissolutions and re-
marriages. The two possible current marital stata@se married/cohabiting or sin-
gle. Non-cohabiting couples were grouped in witigks (236 respondents). We
grouped respondents that are married, but livingassged from their spouses, in
with married respondents (22 respondents). Grougiiagurrently married or co-
habiting individuals according to their marital tiois/ results in four categories:
(1) the continuously married/cohabiting (refereno@) individuals who never
married, (3) remarried after experiencing at least divorce, and (4) cohabiting
after experiencing at least one divorce. We disiisiy between three categories of
singles: (5) never married, (6) single after exgaeing at least one divorce and
(7) single following widowhood. We excluded indivas who experienced a
combination of widowhood and divorces (329 respatg)eand individuals who
remarried or cohabited after the death of a partemause of the small sample
numbers (350 respondents). We also excluded theidodls for whom we could
not identify marital history (751 respondents) d@hdse who cohabited but never
married (181 respondents). Note that this recoostnu of marital history does
take into account neither the sequence nor the aumbdissolutions. Another
important note is that the results for the groupsahabiting divorcees and wid-
ows and widowers should be interpreted with caubenause of the small num-
bers.



The institutional effects of the different welfastates are estimated using the
percentage of female labour-force participatiomlincountries in 1980, the earli-
est year for which we have data for all countrie©( 2010).

Control Variables

In all models we control for age, age squaredhbihort (1900-1934, 1935-
1944, 1945-...), education (Low, Medium, High), suije health (Very Good to

Excellent, Less than Very Good), number of chratigeases, number of living
children, number of siblings, the degree of urbatiog, and the European region
one is living in: (1) North (Sweden, Denmark, Thetherlands); (2) West (Aus-
tria, Germany, Belgium, France, Switzerland); (®uth (Spain, Italy, Greece);

and (4) East (Poland, Czech Republic) as dummybkss.

95 Resaults

Let us first look at the distribution of the sampleross marital history categories.
Figure 1 shows that a large proportion of our saniplstill in their first marriage
(66 percent overall). 30 percent experienced atalatissolution, while 4 percent
never married or cohabited. The dominant reasonnfarital dissolution for
women born before 1945 and men born before 193&dewhood; for later co-
horts divorce becomes more important, which redlélee increasing divorce rates
since the 1960s. Among men, about half of the diwes are currently remarried
(53 percent), while 33 percent is currently singhel 13 percent found a new part-
ner, but did not remarry. Among female divorcehs, proportion that is still sin-
gle is much larger. About 55 percent is still ssglfter experiencing a divorce.
While the number of women who cohabits after dieoie quite comparable to
that of men (10 percent), the number of remarriednen is relatively small (34
percent).

Figure9.1: Distribution of marital history by birth cohort aggnder



B Cont. married/cohabiting ™ Never married Divorced, remarried
Divorced, cohabitor ¥ Divorced, single M Widowed, single

100% | -
80%

||
70% -
60% -
50% -
40% -
30% -
20% -
10% -
0% -

Men born Men born Men born  Women born Women born Women born
1900-1934 1935-1944 1945+ 1900-1934 1935-1944 1945+

—

What is the impact of marital history on the rafehome-ownership? Unsurpris-
ingly, Figure 2 shows that continuous marriagearabiting is most conducive to
ownership; people who never married are less aftemer-occupiers. People who
experienced a marital dissolution are also lesnafivner-occupiers. The interest-
ing result is that among those who eventually reimdror entered cohabitation,
the rate of ownership is still about 15 percentagiats lower, compared to those
who never experienced marital dissolution. Thos® wiere owner-occupier but
remained single after divorce are less likely tolmer-occupier afterwards. This
probably reflects the fact that divorce impliestthtleast one partner has to move
and is thus at risk of exiting home-ownership. émeral, there is not much differ-
ence between men and women, except for divorceesand now single, where
women appear to fare worse than men.

Figure9.2: Percentage owner-occupiers, by gender and mharstairy



W Men B Women

90%

80% -

70% - T T T

60% - T

50% | T
40% -

30%

20% -

10% -

0% - |

Cont. married/  Never Divorced, Divorced, Divorced, Widowed,
cohabiting married remarried cohabitor single single

The patterns are a bit less clear when we lookeatwealth (Figure 3). Among
men and women, individuals who never married emjogut the same mean level
of net wealth as persons who are still in thestfinarriage. Divorcees who remar-
ried or started cohabiting have a slightly loweraméevel of net worth, although
the difference is not statistically significantdividuals who remain single after
divorce possess low levels of wealth, and thidgarty true for women. Men who
were confronted with the death of the partner ardained single have a higher
mean net worth than women in the same situatiod, leave a higher mean net
worth than continuously married individuals. Of cay these results could be due
to selection effects, or cohort or country diffezes, which is why we now turn to
the regression results.

Figure9.3: Mean (geometric) net worth per person in PPP asfjustiro, by gender
and marital history
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In the regressions we model the natural log of thegér capita (implying that the
regression coefficients can be interpreted as ptage changes), controlling for
age, age squared, birth cohort, education, subgdtealth, number of chronic
diseases, number of living children, number ofisds, the degree of urbanisa-
tion, and the European region one is living in. iRegions are performed for men
and women separately, and by European region. Gherfiocus of this chapter,
we only plot the coefficients for the marital hist@lummies in Figure 4a en Fig-
ure 4b. The reference category refers to the pespteare continuously married.
For the models with home-ownership as dependernahlarwe use logistic re-
gression, but otherwise the model is the same.

Since confidence intervals are large, relativeh®s éstimated coefficients, we
must be careful when drawing conclusions. Firstgémeral, marital dissolution
has a negative impact (if any) on net wealth amdcthance to be a home-owner.
Divorcees — both men and women — who remain sirsglem to suffer most. The
impact is much reduced, and sometimes wholly elweid, when divorcees re-
marry. Widowhood seems less disadvantageous tivamcei, probably because it
does not involve dividing up the assets betweemnpes. In the Northern coun-
tries, the impact of marital dissolution is abcheg same for men and women. This
could be due to the higher labour market partiggmadf women in the Scandina-
vian countries. In the countries of the West (Ag, BE, FR), by contrast, divorce
and widowhood seem to have a larger impact for wothan for men. Coefficient
point estimates indicate that these life eventsseehave especially negative ef-
fects on net wealth for women in the South. Fos¢hoountries, and also for those
of the East, the small number of people in the $asnprho experienced divorce
makes it difficult to identify these effects.
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Figure9.4a: Impact of marital history categories, relativeéiose continuously married, on
home-ownership, net of control variables, by geraael region (odds-ratios)
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Figure9.4b: Impact of marital history categories, relativetimse continuously married, on
net wealth (log), net of control variables, by denand region (regression
coefficients)

M Never married M Divorced, remarried ' Divorced, cohabitor " Divorced, single M Widowed, single

0.6

0.4 T

0.2

0.0 -

-0.2

Men, Women, Men, Women, Men, Women, Men, Women,
West West North North South South East East

Above, we hypothesised that high female labour etaplarticipation would be a
variable capturing welfare state influences thay métigate the impact of marital
dissolution for women. In order to test this hypasis, we estimated separate re-
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gressions for each country (for women only), arattptl the coefficient estimates
for the categories ‘divorced, single’ and ‘divorcedmarried’ against the female
labour market participation rate in 1980. Figursh®ws the results for net wealth
(for home-ownership no relationship emerges inploés). As regards the coeffi-
cient for the category ‘divorced, remarried’ (5t see no pattern. When consid
ering the impact on net wealth of being ‘divorcenhgle’ (5a), relative to being
continuously married, it seems that in countriegmghabour market participation
is high, e.g. Sweden, this effect is small. Whelmola market participation is
lower, the impact can be much more substantial @agmany, Italy), but it can
also be quite limited (e.g. Spain). The latter rbaydue to an ‘elitist’ pattern of
divorce, where only women who can afford to dotsying sufficient income of
their own, take the step to a marital separatinranly case, the possible impact of
this and other context variables needs to be amdliysa more rigorous way.

Figure9.5a: Impact of divorce on net wealth of being divoreetl single, by female
labour market participation (country level)
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Figure9.5b: Impact of divorce on net wealth of being divorced aemarried, by female
labour market participation (country level)
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9.6 Conclusion

The goal of this study was to examine the impactafital dissolution at some
point during the the life course, particularly diwe, on the wealth of elderly peo-
ple in Europe. A secondary aim was to assess whéleeimpact of different
marital trajectories would differ across the diffiet welfare state regimes. Our
analyses indicate that persons who experiencedraodi have less wealth and
lower chances of being home-owners than continyooshrried persons. Al-
though remarried and cohabiting individuals whoehaver experienced a divorce
have higher levels of wealth and higher chancesaofing the house they are liv-
ing in, compared to single individuals, we findaating effect in old age of marital
separation in many countries. This is an intergstasult, which could only be ob-
tained by looking at the life histories of indiviala. Most research on this topic to
date has only considered current marital status few studies have looked at the
long-term consequences of marital dissolution.

In many countries, but not all, we find larger effeof marital dissolution for
women than for men, as expected. We also founddréxgport for our hypothe-
sis that there would be large differences betwa@ofiean countries in the impact
of marital separation on the wealth of elderly. Howr, the differences are not
easily interpretable in terms of welfare state tggees, or specific welfare state
interventions. While the hypothesised mitigatindeef of high female labour
market participation emerged to some extent from tésults, more work is
needed to identify such effects with a reasonabtgek of certainty.
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