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Abstract

This paper aims to investigate whether a wealth endowment, such as an inheritance
or a gift, can increase the chances of getting divorced, using Dutch panel data for
the period from 2002 to 2016. According to the literature, different factors may lead
to the breakdown of a marriage; however, the role played by inherited wealth has
never been explored so far. Starting from the idea that the receipt of an inheritance
might have an impact on various aspects of an individual’s life, estimations of a Cox
proportional hazard ratios model are performed and tests are carried out to estab-
lish which variables, with particular attention being given to inherited wealth, act as
drivers in increasing the chances of withdrawing from a marriage. The findings sug-
gest that when the wealth endowment has been received by the wife, this increases
the chances of the couple separating. This signals that receiving an inheritance/gift
changes the bargaining power between the couple: for the husband, it does not repre-
sent an incentive to divorce, while the results suggest that the wife might perceive a
change in the bargaining power, increasing the likelihood of marital disruption.

Keywords Divorce - Receipt of inheritance - Bargaining power - Cox model

JEL Classification C41 - D15 -J12

1 Introduction

In recent decades, one of the main issues in many countries and many economic
organizations (such as the OECD) has been closing the gender gap between women
and men. Gender equality concerns not only rights but also power and benefits,
which include, for example, the reduction of poverty. The reduction of poverty is
reflected in the economic dependence of women in households; very often, after
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marriage and/or giving birth to a child, a woman has to leave her job or opt for
a part-time position. To put the spotlight on the Netherlands, which represents the
country of my analysis, Statistics Netherlands (CBS) says that ‘only 52% of women
are economically independent, and only 54% of women are convinced that it is
important to be able to support themselves and their children’. Bearing this in mind,
does this economic dependence represent an obstacle to withdrawing from a mar-
riage that is no longer working out? Could ‘monetary help’ have an impact in the
household, and how could this change the bargaining power between the couple?
These and other similar questions represent the motivation for my analysis. What |
would like to do in this study is to provide evidence of a potential increased likeli-
hood of divorce caused by the receipt of an inheritance or a transfer. According to
the literature, the motives for divorce are a consequence of different factors such
as religion, family-related features, the presence of children, and so on (Amato and
Afifi 2006). In addition, the probability of future divorce depends strongly on female
participation in the labour market. Interruptions in participation in the labour mar-
ket caused by marriage, as well as by the birth and presence of children, can have
long-term effects through lower future wages associated with less labour market
experience, making a woman more economically dependent on her husband (van der
Klaauw 1996; Pestel 2017).

The objective of this paper is therefore to study whether receiving an inherit-
ance or a transfer can, in some way, increase the chances of getting divorced. The
contribution of my paper is twofold: first, this work represents, to the best of my
knowledge, one of the first to provide evidence on the relationship between wealth
endowment and divorce. Secondly, the results of my paper contribute to the litera-
ture on bargaining power in couples, since I show how a money endowment affects
the decision-making process. In addition to this, what I am demonstrating is that
the receipt of an inheritance within the household can lead to a break in the balance
within the couple, leading potentially to a marital conflict.

My empirical methodology involves the use of the DNB Household Survey
(DHS), a Dutch panel data set collected by the CentERdata that allows both the
psychological and the economic aspects of financial behaviour to be studied. This
panel survey was launched in 1993 and comprises information on work, pensions,
housing, mortgages, income, possessions, loans, health, economic and psychologi-
cal matters, and personal characteristics. For reasons of data availability and to have
a representative sample of the Dutch population, I concentrate my analysis on Dutch
households of couples in the years from 2002 to 2016."!

Starting from the idea that the receipt of an inheritance could affect different
aspects of an individual’s life, I perform a Cox proportional hazard ratios model to
estimate the probability that a married couple divorces, and the way in which this
probability varies through time, identified by the duration of the marriage. My aim
is to understand the role of the receipt of an inheritance/gift, differentiating between
inheritances/gifts received by the husband and those received by the wife, and the
role of other covariates that might have an impact on the transition probability. The

! More details about the choice of these years are provided in the next section.
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findings suggest that when the inheritance/gift is received by the husband, there is
a significant negative impact on the likelihood of getting divorced, while when the
inheritance/gift is received by the wife, this increases the chances that the couple
will separate. One possible interpretation of these results is that the receipt of an
inheritance/gift changes the bargaining power between the couple: for the husband,
who is probably already in the dominant position in the household, the endowment
of wealth by means of an inheritance or a gift does not represent an incentive to
divorce, while the results seem to suggest that the wife might perceive a change in
the bargaining power between the couple, resulting in an increase in the chances of
marital disruption. This result is also confirmed when differentiating between the
case in which the income of the wife belongs to the bottom quintiles of the distribu-
tion, and when her income lies in the top classes of income distribution.

Possible concerns might arise about whether any causal conclusion can be drawn
from this work: the receipt of an inheritance is an endowment of wealth that is only
included in my analysis (as will be explained in more detail in the description of the
main variables) if it comes before divorce (the inheritance/transfer variable has been
constructed as a lag variable to avoid any simultaneity between the receipt of an
inheritance and divorce). Moreover, I also conduct the analysis excluding endoge-
nous regressors (such as the variable recording the number of children in the house-
hold), and the results still hold.

The rest of the paper is arranged as follows. Section 2 outlines the theoretical
framework. Section 3 describes the data. Section 4 provides the empirical method-
ology, the main findings and some robustness and heterogeneity checks. Section 5
concludes the paper.

2 Literature Framework

For years, the role played by inherited wealth as a fundamental driver of matrimo-
nial strategies has represented a very interesting topic. As pointed out by Pasteau
and Zhu (2018), the importance of inherited wealth in nineteenth-century Europe
was highlighted by Thomas Piketty in his work Capital in the Twenty-First Century
(2014). Piketty provided insights into the rigid structure of the societies of ‘patrimo-
nial capitalism’ in France and Great Britain at that time. In his work, Piketty (2014)
argued that recent decades have seen a return of the importance of inherited wealth
in those two countries, together with an increase in wealth inequality, which may
lead to a renewed importance of inherited wealth in mating choices.

An inheritance can be conceived as ‘unearned income’ that, according to the life-
cycle model, has an impact on economic and other outcomes (Imbens et al. 2001).
Brown et al. (2010) treated a receipt of inheritance as a wealth shock and found that
it was associated with a significant increase in the probability of retirement, espe-
cially when the inheritance was unexpected. The role of wealth in modelling labour
decisions has been broadly considered for its effects on early retirement (Krueger
and Pischke 1992; Bloemen and Stancanelli 2001; Brown et al. 2010), on labour
market participation (Bloemen and Stancanelli 2001), and on hours worked (Imbens
et al. 2001; Henley 2004). Along these lines, inheritance might, for example, affect
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labour supply (Joulfaian and Wilhelm 1994); indeed, Bloemen and Stancanelli
(2001) found that wealth has a significantly positive impact on reservation wages
and a negative impact on employment probability (higher levels of wealth result in
higher reservation wages, and higher reservation wages are associated with a lower
employment probability).

Recent evidence has focused on the effect of receiving an inheritance on labour
force participation (LFP) in married couples, finding that bequests might, indeed,
increase the bargaining power of the recipient, affecting his/her LFP, and provid-
ing new evidence of the ability of spouses to commit to a fully efficient allocation
of resources within the household (Blau and Goodstein 2016). Many aspects of
wealth changes, and their impact on consumption choices, have been studied with
reference to real estate wealth changes (Calcagno et al. 2009), including inheritance
receipt and its impact on labour supply (Brown et al. 2010). Recent findings have
extended these views and investigated the potential effects of receiving an inherit-
ance on other personal features of individuals, such as, for example, the intention to
bequeath (Stark and Nicinska 2015).

As pointed out in the Introduction, the aim of this work is to provide evidence
on another, more personal, aspect of an individual’s life, that is, divorce. Exploring
the vast literature, the motives for divorce are a consequence of various factors that
affect the risk of divorce. Indeed, religion has a clear negative effect on the likeli-
hood of divorce (Amato and Afifi 2006). The effect of a parental divorce can be
significant and substantial; people whose parents divorced (when they were grow-
ing up) might have higher chances of divorce than other people. By contrast, having
children is associated with lower odds of divorce (De Graaf and Kalmijn 2006a).
Recent studies have focused on the introduction of unilateral divorce legislation
(Stevenson and Wolfers 2006; Wolfers 20006); in this vein, allowing people to file a
divorce unilaterally increases individual well-being (Stevenson and Wolfers 2006)
and children’s well-being (Reinhold et al. 2013), and might reduce domestic vio-
lence (Pollak 2004; Brassiolo 2016).

Needless to say, features other than a wealth endowment might affect the chances
of getting divorced: the motives for divorce might also rely on other, more personal,
features such as, for example, patience.” In this regard, the literature has highlighted
the important link between time preferences and marital stability; impatient indi-
viduals will seek to exit a marriage as soon as a shock occurs. An illustration of
the correlation between impatience and marriage stability is found in the work
of Compton (2009); the author, using the National Longitudinal Survey of Youth
(NLSY) data, found that more patient individuals tended to remain in a marriage
after a marital shock, while more impatient individuals tended to look for a ‘way
out’. Similar results come from the conviction that marriage can be considered as
the result of spouses’ willingness to invest in the long-term viability of the marriage

2 For the time being, the data at my disposal do not allow me to construct a measure for patience.
However, it would definitely be useful to control for this aspect too, and this may be an area for future
research.
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and to accept short-term disadvantages, giving rise to a lower propensity of divorc-
ing (Compton 2009; De Paola and Gioia 2017).

Furthermore, a woman’s labour force participation can be a cause of divorce (De
Graaf and Kalmijn 2006b); indeed, marriages with a working wife run a higher risk
of divorce than marriages in which the wife is unemployed (Cherlin 1979; Spitze
and South 1985; South and Spitze 1986; Greenstein 1990; Tzeng and Mare 1995;
Babka von Gostomski et al. 1998; South 2001; Poortman and Kalmijn 2002). Along
these lines, generally, women showing characteristics appreciated and valued in the
marriage market appear less likely to work outside the home (Grossbard-Shechtman
and Neuman 1988). Indeed, an increase in the expected earnings of the woman actu-
ally appears to increase the probability of dissolution of the marriage and reduce
the propensity to remarry (Becker et al. 1977). In studies of female labour supply,
for example, there is growing awareness that both marital status and fertility deci-
sions are strongly related to female labour supply decisions, and can no longer be
considered to be exogenous from a life-cycle perspective (van der Klaauw 1996). In
addition, the probability of future divorce depends strongly on female labour mar-
ket participation. Interruptions in labour market participation caused by marriage,
as well as the birth and presence of children, can have long-term effects through the
reduction in future wages associated with less labour market experience, making the
woman more economically dependent on her husband (van der Klaauw 1996; Pestel
2017).

3 Data and Institutional Framework
3.1 Institutional Framework

Before proceeding with the description of the data, it would be interesting to give
a brief illustration of the divorce rules in the Netherlands® and to consider some
changes in divorce procedures that have occurred in the last two decades in the
Netherlands.

3.1.1 Divorce in the Netherlands

As reported by the CBS, between 1 April 2001 and 1 March 2009 it was possible
for married couples in the Netherlands to convert their marriage into a registered
partnership; this partnership could then be annulled without the parties having to
go to court. For some couples, this so-called ‘flash divorce’ (flitsscheiding) was a
serious alternative to divorce*; the increase in the number of flash divorces almost

3 The information provided comes from the Rijksoverheid (the Dutch government) and the Belastingdi-
enst (the Dutch Tax and Customs Administration).

# In March 2009, the government stopped allowing the flash divorce option, and the divorce procedure
reverted to earlier conditions. More detailed information about flash divorces can be found in Kabatek
(2019).
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Fig.1 Divorces and flash Flash divorces
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completely compensated for the decrease in the number of divorces in years prior to
2009. As shown in Fig. 1, the highest numbers of flash divorces were recorded in the
years from 2003 to 2005, when around 5000 couples annually separated using this
procedure. The number of flash divorces was at its lowest in 2001, when the proce-
dure was introduced, and in 2009, when it was rescinded.

Certain arrangements must be made before a divorce, a legal separation, or the
termination of a registered partnership can occur. First of all, the couple wishing to
legally separate, divorce, or terminate their registered partnership have to draw up
a settlement’ in which they set out their agreement concerning (possible) children,
maintenance, pensions, and other matters; they then submit a petition for divorce
to the court through a lawyer. There are three ways in which married partners can
separate: divorce; legal separation (the partners are still married but they do not live
together); and dissolution of the marriage after legal separation.® After the court
issues a divorce decree, the individuals must finalize the divorce by recording it in
the registry of births, deaths, marriages, and registered partnerships in the munici-
pality where they married.

5 Settlements are usually, but not necessarily, drawn up by a lawyer; moreover, there is no obligation to
draw up a settlement.

6 If the couple have a registered partnership, are in agreement, and do not have children, the partners can
also terminate their relationship out of court.
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One important issue to be considered when talking about divorce is the cost of
divorce proceedings. The costs comprise:

e Court fees These must be paid to file a petition for divorce;

e Legal fees These are the costs related to the (possible) engagement of a lawyer to
file the divorce petition with the court; and

e Mediation fees The couple may also wish to engage a mediator.’

So far, the rules related to divorce in the Netherlands seem to be the same as
the rules elsewhere; however, the Netherlands has different rules from other coun-
tries concerning the financial consequences of marriage. In many countries, mar-
riage does not affect the assets of the spouses; possessions, except for their premari-
tal assets, gifts, and inheritances, are deemed to be mutual property from the day
the couple marry. The same cannot be said for the Netherlands. Couples who do
not arrange a marriage settlement are automatically married under the ‘commu-
nity of property’; this means that, through marriage, all their assets, including all
their premarital assets, gifts, and inheritances, become common property.® At this
point, since this paper deals with inheritance and gifts, it is useful to mention how
inheritances and transfers are taxed in the Netherlands, since inter-vivos transfers
might sometimes represent close substitutes for inheritances, and may come with tax
advantages.

3.1.2 Information on the Taxation of Inheritances and Gifts in the Netherlands

In the Netherlands, gifts and inheritances are subject to different principles,
depending on the ‘intergenerational relationship’ between the provider of the gift/
inheritance and the recipient. One of the most glaring aspects that comes to mind
when talking about a donation or an inheritance is related to paying taxes; how-
ever, according to the Belastingdienst, there are some exemptions, depending on
the amount of the gift/inheritance and also depending on the relationship with the
donor. For example, in 2016, the maximum tax-exempt amount that could be given
by a parent to her son, daughter, or foster child was about 53,000 euros, once in the
lifetime of the child. It is also possible to make a tax-exempt donation to a child of
about 5300 euros in each year. In Appendix C, I present some examples concerning
exemptions and tax rates on donations/inheritances.

7 Though not required, a mediator can help individuals make arrangements that work for both of them.
In some cases, legal aid is available to cover some of the costs involved; if the couple have legal expenses
insurance, the insurer may reimburse them for some or all of their costs.

8 However, it is important to highlight that, even if this seems the natural course of events, there is the
possibility of contesting the community of property in court; it might therefore be the case that, during
the divorce proceedings, the recipient of a huge wealth endowment as a gift/inheritance goes to court so
that the received inheritance is treated as his/her own.
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3.2 Data Description and Descriptive Statistics

The empirical analysis relies on the DNB Household Survey (DHS), a Dutch panel
study collected by the CentERdata, a survey agency at Tilburg University specializ-
ing in internet surveys. The panel survey was launched in 1993 and comprises infor-
mation on work and pensions, accommodation and mortgages, income and health,
assets and liabilities, and economic and psychological concepts. The questionnaires
are sent to respondents on the internet, the respondents fill in the questionnaires on
their home computers, and then the answers are sent back in the same way. This
implies that the questionnaires are self-administered and that individuals can answer
at the most comfortable time for them. It is important to note that the selection of
panel members for the survey does not depend on internet access; indeed, house-
holds without a computer or an internet connection are provided with the necessary
equipment. I focus on Dutch households of couples during the years 2002-2016.°

When dealing with panel data, it is commonplace to fear that the members who
leave the panel will systematically differ from those who remain in it and that there-
fore the dataset is not actually representative of the population (Winkels and With-
ers 2000). Hence, following Fitzgerald and Gottschalk (1998), I then tested whether
the attrition in panel data was random: I therefore estimated a probit in which the
dependent variable assumes the value one for households which drop out of the
sample after the first wave and zero otherwise using as explanatory variables all var-
iables that might affect the outcome variable of interest. After that, as pointed out
by Outes-Leon and Dercon (2008), I examined the pseudo-R-squared from attrition
probit, as it can be interpreted as the proportion of attrition that is non-random. For-
tunately, the pseudo-R-squared'® is equal to 0.0077, a very low value that excludes
that there is an attrition bias in my data.

A complete description of all the variables can be found in Table 1 in “Appendix
A”. Instead, descriptive statistics are reported in Table 2 in “Appendix A”; consider-
ing that I am dealing with household couples, I differentiate between wife, husband,
and household characteristics.

On average, it appears that there are wide differences in the personal incomes of
spouses; indeed, the mean net annual income of wives (around €6000) is much lower
than that of husbands (around €16,000). This fact is also reflected in the percentage of
working wives (around 44%) being lower than the figure of around 60% for working hus-
bands; concerning educational attainments, no great differences arise from the compari-
son between women and men even though, focusing on university education, it appears
that the percentage of husbands with a university education is higher than the percentage
of wives (around 13% versus 7%, respectively). Finally, it might be worth noting that the
mean duration of marriage, the variable that represents my time period for the empirical

° These years were chosen because in the years before 2002 this survey was the VSB-CentER savings
project, and in 2002 there were some changes, both in the direction and management of the survey and
in the sampling procedure, and some individuals also dropped out from the survey; with this in mind, I
started the analysis from 2002 so that I was sure that I could follow the couples over time.

10" Results not reported but available upon request.
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Marriage mkt across years (1) Marriage mkt across years (2)

o
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

I Married (common property) [ Married (marriage settiement) I arried (common property) [ Married (marriage settlement)
I Divorced [ Cohabitating I Divorced I Cohabitating
I widowed I Never married I widowed I Never married
Source: DHS 2002-2016. Source: DHS 2002-2016.
(a) Marital Status Composition (b) Marital Status Composition

Fig.2 Marital status composition

analysis presented in next section, is around 23 years, which is quite high considering that,
overall, the average age of household members ranges between 53 and 55 years old.!!

3.2.1 Main Variables of Interest

As explained so far, the aim is to study whether the receipt of a money endowment,
being it an inheritance or a gift,'> might lead to marital disruption. With this in mind, I
present the time-series of the different marital statuses of the individuals in my sample.

As shown in Fig. 2, the frequency of divorce is quite low compared with the fre-
quency of marriages. For this work, I constructed the dependent variable ‘divorce’
as a dummy variable that takes the value of 1 if the couple divorced in a certain year
and the value of 0 otherwise.

The other feature of concern related to the receipt of an inheritance/gift; in relation to this,
and with the aim of avoiding cases in which the couple were divorced before the inheritance
receipt, I created a lag variable for the respondents who received an inheritance. This varia-
ble takes the value 1 when the individual received an endowment in the previous year and 0
otherwise. The percentage of people who received an inheritance represented around 6-8%
of my sample population. Since I was dealing with couples, I made a distinction between
cases in which the inheritance/gift was received by the husband and cases in which it was
received by the wife (see Fig. 3); in this way, when conducting the empirical analysis, I was
able to capture any bargaining power that was present between the couple.

One possible concern could be related to the fact that the inheritance/gift, even if it
was received by an individual, was perceived to have been received at the couple level,
so that, although the recipient was his/her spouse, the non-recipient partner answered

' Even if the duration of the marriages may appear long, it is in line with the ages of the individuals
making up the couples. Indeed, the couples with long marriages were the ones whose ages were higher.
So as not to lose any observations, I decided to keep them in my sample, but also noted that when con-
ducting the analysis without those observations the results hold.

12 The exact wording of the question asking about an inheritance receipt was “Did you receive any
inheritances and/or gifts in (year)?”. The data did not allow me to distinguish whether the wealth
endowment was an inheritance or a gift.

@ Springer



S. Basiglio

Inheritance Receipt by Husbands across years Inheritance Receipt by Wives across years
2002 2002
2003 2003
2004 2004
2005 2005
2006 2006
2007 2007
2008 2008
2009 2009
2010 2010
2011 2011
2012 2012
2013 2013
2014 2014
2015 2015
2016 2016
T T v T T T T T
0 4 6 8 0 4 8
Inheritance by Husbands (%) Inheritance by Wives (%)
Source: DHS 2002-2016. Source: DHS 2002-2016.
(a) Husband as Recipient (b) Wife as Recipient

Fig. 3 Inheritance receipt

the question positively; however, the number of cases (around 50 couples) in which
both spouses affirmed that they had received an inheritance/gift'* was very small.

Of course, features other than a wealth endowment might affect the chances of divorce;
for this reason, I control for some variables related to the household, such as the mean age
in the household, the difference in age between the spouses, the educational level of the
head of the household and the differential in educational attainments between the partners,
the income of both partners, and whether (and how many) child(ren) were present in the
household. As for the last of these variables, I report on the number of child(ren) present in
the household since the number of children in the household could have a different impact
on the chances of getting divorced than the mere presence of children in the household.

4 Empirical Analysis and Results

In order to better understand the link between receiving an inheritance/gift and the
chances of getting divorced, and so to exploit the duration of the relationship of the
spouses more successfully, I adapted a survival analysis model using the Cox pro-
portional hazard ratios model.'* The Cox (1972) model is expressed by the hazard
function denoted by A(?); in this case, the hazard function can be interpreted as the
risk of divorcing at time 7. Hence, it can be estimated as follows:

(1) = hy(t)exp (byx; + byxy + -+ + b,x,) )

where ¢ represents the survival time, A(?) is the hazard function, determined by a

set of p covariates (x;,x,, ... ,xp), and the coefficients (by, b,, ... ,bp) measure the

13 As a robustness check (results not provided in the paper but available upon request to the author),
I also conducted the analysis without the cases in which both partners stated that they had received an
endowment the year before, and the results hold.

!4 T am aware that the model used is not generally a common choice. However, it is actually intended. In
fact, exploiting the data available, I am able to capture and identify the divorce as if it were some kinds
of marriage failure. So, I decided to opt for a duration model also to offer a new estimation model to
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impact. The term #; is called the baseline hazard. In particular, I estimated the prob-
ability that a married couple divorced, and the way in which this probability varies
through time, identified by the duration of the marriage (in years).!> The aim is to
understand the role of the receipt of an inheritance/gift, differentiated between those
received by the husband and those received by the wife, and the role of other covari-
ates that might affect the transition probability. The data were therefore treated as is
generally done in survival analysis or unemployment duration models, with the time
analysis being the duration of the marriage and the potential failure being identified
as the end of the marriage (that is, the divorce). In this way, I was able to follow the
couples until the separation occurred.'® Thus, I estimated the hazard function h(7)
that determines the probability that the couple moved from marriage to divorce at
timet, that is, the risk of divorcing at timez, which is identified as the duration of the
marriage. The set of covariates for which I controlled (presented and discussed in
the previous section) were, for example, whether the recipient of the inheritance was
the husband or the wife, few dummy variables for the educational level of the head
of the household, and the personal net annual income of both partners (in logarith-
mic form). I also included the gap in the educational level between the spouses with
the aim of capturing the bargaining power, if any.

4.1 Main Results

In Table 3 in “Appendix B”, main estimates are presented. It appears that, when the
inheritance/gift is received by the husband, there is a negative and significant impact on
the likelihood of getting divorced, while when it is received by the wife, this increases
the chances that the couple will separate. This suggests that receiving an inheritance/
gift changes the bargaining power between the couple: for the husband, who is probably
already in the dominant position in the household, a wealth endowment does not repre-
sent an incentive to divorce, while for the wife, it appears that she might perceive a change
in the bargaining positions of the couple, increasing the chances of marital disruption.

As for the control variables, it is interesting to notice that the presence of child(ren)
in the household seems to deter divorce.!” This result is in line with the literature sup-
porting the fact that children increase marital stability, particularly when they are very
young (Huber and Spitze 1980; Waite and Lillard 1991; De Graaf and Kalmijn 2006a).
However, it has to be said that, contrary to what is generally thought, women often ask for
divorce despite the presence of children (Brinig and Allen 2000).

Footnote 14 (continued)

study this phenomenon. Nevertheless, I would like to say that I also performed other methods of estima-
tion models, such as for example OLS with fixed effects, but results (not reported but available upon
request) were exactly the same.

15 Unfortunately, I am unable to verify whether the couple is formally married or has signed a cohabita-
tion contract; otherwise, it would have been very interesting to perform checks in that direction too.

16 Those who were already divorced at the beginning of the time period in the analysis are not present in
my data set.

17 1 also conducted various analyses so to test the robustness of this result. I therefore performed the
analysis without any covariates except my variables of interest, I added other covariates such as for
example the region of residence, I also excluded potential endogenous regressors such as the number of
children in the household. In all cases, the results still held.
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At this point, an important piece of information that might be worth including is the
amount of the inheritance received by the individuals'®; therefore, since the individu-
als were asked to report the amount of the inheritance/gift they received, I exploited
this information, using, as a control, the amount of the inheritance/gift received (in
logarithmic form), instead of the dummies indicating who benefited from the wealth
endowment.

The results, presented in Table 4 in “Appendix B”, confirm the previous findings.
It appears that also in this case the bargaining power changes after an inheritance/
gift has been received. Indeed, it appears that a gender effect is present, suggesting
that, when the inheritance/transfer is received by the wife, divorce is more likely
to occur. This fact could be partially related to some traits that I could not observe.
Kalmijn et al. (2004) argued that the validity of economic explanations of divorce
(that is, the high likelihood of divorce if the woman is in paid work and has attrac-
tive labour market resources), is conditional on cultural values. Indeed, cultural
hypotheses have argued that the chances of divorce increase if the woman adheres to
emancipatory norms, independent of her labour market position.

Following this line, the negative and statistically significant coefficient of the differ-
ence in educational level in the household again supports the importance of the bargain-
ing power between the couple. Indeed, as long as the difference in educational attainments
increases, keeping the education of the head of household, for which I controlled, constant
(meaning that the educational attainment of the wife is becoming lower), the decrease in
the chances of getting divorced signals the low bargaining power of the wife.

4.2 Robustness and Heterogeneity Checks

A recurring aspect in the analyses carried out so far is linked to the presence of chil-
dren in the household. As mentioned up to this point, the literature suggests that hav-
ing children could be a deterrent to marriage so as to avoid, for example, problems
not only for parents but also for the growth of their children. For this reason, I there-
fore performed a dividing analysis between those who have children living together
within their household or not. Indeed, the results, reported in Table 5 in “Appendix
B”, suggest that the likelihood of a marriage breakdown occurring in couples who
have cohabiting children is very low. Conversely, when there are no children present
in the household, the likelihood of divorce occurring when the wife has received the
inheritance is positive and significant. Going back to the main findings, presented in
the previous section, it appears that the bargaining power between the couple is an
important aspect that deserves special attention. Along this line, I analysed whether
the results change when considering the income distribution of the wife, the less
‘powerful’ figure in the couple. I longs to the bottom quintiles of the distribution, and
those for which the income lies in the top classes of the wives’ income distribution.
The results are reported in Table 6 in “Appendix B”; it appears that the inheritance

'8 Unfortunately, I do not have information about the type of inheritance/gift so I could not distinguish
whether the inheritance consisted of money, land, or other assets; in addition, the data did not tell me
who made the bequest or the transfer.

@ Springer



‘Take the Money and Run’: Dutch Evidence on Inheritance and...

receipt increases the chances of getting divorced when the wife’s income is low. A
possible interpretation of this could lie in the fact that, potentially, women whose
income is at the bottom of the income distribution represent those whose bargaining
power in the marriage is non-existent or very low, so that an inheritance receipt might
constitute empowerment leading towards marital disruption. On the other side, I did
not observe any increase in the chances of getting divorced for the cases in which the
wife belongs to the top levels of income distribution; as for the results for the previ-
ous specifications related to the inheritance receipt by the husband, for wives with
high incomes, when bargaining power between the couple could potentially be almost
equal, a wealth endowment, such as an inheritance or a transfer, does not represent
an incentive to divorce. In addition to that, since we cannot exclude that it may be
the husband that initiates divorce, the inheritance may change the value of marriage
and bring about marital conflict. Indeed, the fact that lesser educated or lower-earn-
ing women are more likely to divorce than higher-educated or higher-earning women
could be due to the reaction of lesser educated husbands, if there is positive assorta-
tive mating. Along this line, considering the first column of Table 6 in “Appendix
B”, the negative and statistically significant coefficient of the difference in educa-
tional level in the household supports the importance of bargaining power between
the couple; indeed, as long as the difference in educational attainments increases, the
decrease in the chances of getting divorced signals the low bargaining power on the
side of the wife. Therefore, the fact that there is a gap in education within the house-
hold can give rise to a potential marital conflict and therefore be a cause of divorce.
Hence, I carried out a final and further analysis which exploits precisely the differ-
ence in level of education present within the family unit. I then performed the estima-
tion by differentiating between the case in which the gap is positive or not: if the gap
is positive, this indicates that it is the husband who has a higher level of education
than the wife. In the opposite case, obviously it is the wife who has a higher level of
education than her partner. Therefore, in line with expectations, it appears that when
the man is less polite than his wife, then the probability that a divorce will occur is
positive (results reported in Table 7 in “Appendix B”).

5 Final Remarks

It is therefore clear that the reasons that can lead to divorce are different. Certainly, among
these there is the monetary component. Generally, it is often thought that it is the man who
opts for the breakup of marriage. In spite of this, this work aims to demonstrate that, when the
balance within the couple changes, it can be the wife herself who takes control of the situation
and tries to regain her independence. Obviously, there can be several factors, that unfortunately
with the data at my disposal I was not able to measure, that certainly corroborate for this situ-
ation to occur; just think, for example, of the quality of marriage which can certainly play a
fundamental role (it seems reasonable to suppose that divorce is more likely to occur when the
quality of the marriage is very low). Secondly, one possible concern could be that an individual
who expects an inheritance could opt to separate from his/her partner in order to avoid the
possibility of having to split the amount he/she will receive in the future. Aware of the fact that
there may be various limitations related to the analysis carried out so far, however, this work
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represents, at least to the best of my knowledge, one of the first studies of the link that exists
between having received a wealth endowment and divorce. The results presented in this work
appear robust to different specifications; indeed, the robustness and heterogeneity checks con-
tribute to the support of the thesis in question.

Overall, this work can represent a good starting point for future research
that could analyse and expand on this relationship. All in all, I have shown, in
line with what Gray (1998) found, that wives, with some proper incentives, are
responsive to changes in their bargaining positions within marriage. This has
valuable welfare implications for divorce law reforms and for designing social
and economic policies. Along this line, as pointed out in Brinig and Allen
(2000), this suggests that divorce incentives should be re-examined as the forces
affecting net benefits from marriage may be quite complicated, and perhaps
asymmetric between men and women. Indeed, any change in divorce law related
to the financial wellbeing of divorcing women could have important conse-
quences for the welfare of individuals in families that do not opt for dissolution.

6 Appendices
6.1 A.Appendix A: Description of Variables and Descriptive Statistics

See Tables 1, 2.

Table 1 Description of variables

Main variables Description

Individual variables

Age
Income
Income(log)

Inheritance receipt

Educational level dummies
Primary
Lower vocational
Intermediate general
Intermediate vocational
Higher vocational
University
Working

Household variables
Child(ren) in hh
Divorced

Duration of marriage

Age of the individual
Net annual income earned
Income earned, expressed in logarithmic form

Dummy variable indicating whether or not the individual
received an inheritance

Primary school level education

Lower vocational level education
Intermediate general level education
Intermediate vocational level education
Higher vocational level education
University level education

Dummy variable indicating whether or not is working

Number of children in the household
Dummy variable indicating whether or not the couple divorced

Variable indicating the number of years of marriage
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Table2 Descriptive statistics Source: DHS 2002-2016

Mean Standard deviation Min Max

Wife characteristics

Income 6036.83 12,263.58 0 335,153.7

Age 53.29 14.49 21 99

Inheritance receipt 0.06 0.15 0 1
Educational level dummies

Primary 0.07 0.26 0 1

Lower vocational 0.33 0.47 0 1

Intermediate general 0.12 0.32 0 1

Intermediate vocational 0.18 0.39 0 1

Higher vocational 0.22 0.42 0 1

University 0.07 0.26 0 1

Working 0.44 0.50 0 1
Husband characteristics

Income 16,394.15 22,578.09 0 579,584

Age 55.03 14.76 17 94

Inheritance receipt 0.05 0.18 0 1
Educational level dummies

Primary 0.04 0.20 0 1

Lower vocational 0.26 0.44 0 1

Intermediate general 0.09 0.29 0 1

Intermediate vocational 0.22 0.41 0 1

Higher vocational 0.26 0.44 0 1

University 0.13 0.34 0 1

Working 0.60 0.49 0 1
Household characteristics

Duration of marriage 22.61 15.88 0 84

Divorced 0.09 0.30 0

Number of child(ren) in the hh 1.76 1.08 0 7

N 13,784

6.2 B. Appendix B: Regression Tables

See Tables 3, 4, 5, 6, 7.
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Table 3 Effect of inheritance
on divorce Source: DHS
2002-2016

Table 4 Effect of amount of
inheritance on divorce Source:
DHS 2002-2016

@ Springer

Cox model
Inheritance receipt husband* — 38.5214%#%* (0.5050)
Inheritance receipt wife* 2.4491*** (0.7317)
Mean age in household — 0.0512*** (0.0139)
Delta age in household — 0.0871%* (0.0364)
Child(ren) in household — 1.1370%** (0.4628)
Primary education of hh¥ 0.3919 (0.8483)
Low vocational education of hh 0.8994 (0.7080)
Intermediate general education of hh 1.9834** (0.8676)
Delta in educational level in household —0.2932 (0.2235)
Working husband —0.3268 (0.8089)
Working wife —0.1933 (0.7888)
Income(log) husband 0.0057 (0.0584)
Income(log) wife —0.1487 (0.0919)
Observations 13,784

Cox Proportional-Hazards Model. Coefficients reported

Robust standard errors in parentheses. *p<0.10, **p<0.05,
*#%p <0.01

*Dummy variables, Sstands for head of the household

Cox model
Inheritance receipt husband (log) — 8.3404*** (0.3517)
Inheritance receipt wife (log) 0.2055%* (0.1219)
Mean age in household — 0.0519%** (0.0152)
Delta age in household — 0.0965*** (0.0349)
Child(ren) in household — 1.1327%%* (0.5083)
Primary education of hh’ — 1.3359%*%* (0.4243)
Low vocational education of hh —0.0717 (0.5996)
Delta in educational level in household — 0.4765%** (0.1379)
Working husband —0.4446 (0.8519)
Working wife —0.3875 (0.9135)
Income(log) husband — 0.0068 (0.0602)
Income(log) wife —0.1451 (0.0943)
Observations 13,702

Cox Proportional-Hazards Model. Coefficients reported

Robust standard errors in parentheses. *p<0.10, **p<0.05,
ik <0.01

*Dummy variables, $stands for head of the household
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Table 5 Effect of inheritance on divorce—difference by having children or not Source: DHS 2002-2016

Children in the household

No children in the household

Inheritance receipt husband*
Inheritance receipt wife*

Mean age in household

Delta age in household
Primary education of hh®

Low vocational education of hh

Intermediate general education

Delta in educational level in household

Working husband
Working wife
Income(log) husband
Income(log) wife

Observations

— 33.5693%+* (1.0067)
— 32.4328%%% (0.7088)
0.0481 (0.0428)
0.0827 (0.1646)

— 39.2486%** (0.9735)
— 37.9324%+% (1.8228)
3.8521% (2.2049)
0.5473 (0.4980)
34.5133%% (1.6119)
0.1050 (1.6230)
0.0470 (0.1227)
—0.0261 (0.1481)
6213

— 36.1199%** (0.6957)
3.1299%** (0.7907)

— 0.0680*** (0.0150)
— 0.0670* (0.0356)

1.1337%+ (0.4398)
1.8228%++ (0.5378)
— 0.5349%** (0.1815)
—0.9232 (0.8115)

— 0.4688 (0.9752)
—0.0242 (0.0617)
—0.2035 (0.1264)
7626

Cox Proportional-Hazards Model. Coefficients reported

Robust standard errors in parentheses. *p <0.10, **p <0.05, ***p <0.01

*Dummy variables, Sstands for head of the household

Table 6 Effect of inheritance on divorce—difference by income distribution Source: DHS 2002-2016

Wife’s income in bottom quintiles

Wife’s income in top quintiles

Inheritance receipt husband*
Inheritance receipt wife*
Mean age in household
Delta age in household
Child(ren) in household
Primary education of hh®

Low vocational education of hh

Delta in educational level in house-

hold
Working Husband
Income(log) husband
Observations

— 39.0577%+ (0.7136)
2.6258%** (0.7236)

— 0.0512%%% (0.0126)
— 0.0923*#* (0.0283)
— 1.2445%% (0.5918)
— 1.7207#%% (0.4102)
0.0628 (0.5617)

— 0.6083%** (0.1927)

—1.0166 (0.6941)
—0.0018 (0.0899)

— 38.2934%*** (0.6528)
— 36.9566%** (0.6122)
— 0.0085 (0.0142)
0.0605 (0.1491)
—0.6014 (0.6063)

— 37.3088*** (1.2277)
— 37.7128**%* (0.9448)
— 0.0956 (0.4060)

36.7357*%* (1.3248)
0.9089 (0.6314)
5992

Cox Proportional-Hazards Model. Coefficients reported

Robust standard errors in parentheses. *p <0.10, **p <0.05, ***p<0.01

*Dummy variables, Sstands for head of the household

@ Springer



S. Basiglio

Table7 Effect of inheritance on divorce—difference by gap in educational attainment Source: DHS
2002-2016

Positive gap in education Negative or equal gap in education
Inheritance receipt husband* — 35.4053**%* (0.9091) — 37.5621%%%* (0.5327)
Inheritance receipt wife* — 35.1807*** (1.4480) 2.9259%%% (0.7139)
Mean age in household —0.0027 (0.0181) — 0.0720*** (0.0186)
Delta age in household —0.0338 (0.1452) — 0.0903** (0.0393)
Child(ren) in household —0.3826 (0.5047) — 1.6234* (0.8632)
Primary education of hh® —40.4108*** (0.6461)
Low vocational education of hh — 39.9328*** (1.3110) 1.9117#** (0.4906)
Intermediate general education 2.7499** (1.2360) 2.1767%** (0.7736)
Intermediate vocational — 40.4181*** (1.0239)
Working husband 37.9963*** (8.6335) — 1.4577* (0.7465)
Working wife —0.7892 (1.4260) 0.0320 (0.9653)
Income(log) husband 0.0408 (0.1395) —0.0169 (0.0666)
Income(log) wife —0.0187 (0.1795) —0.2128 (0.1294)
Observations 5402 8437

Cox Proportional-Hazards Model. Coefficients reported
Robust standard errors in parentheses. *p <0.10, **p <0.05, ***p <0.01

*Dummy variables, Sstands for head of the household

6.3 C. Appendix C

The exemptions and rates for gift and inheritance tax are corrected each year with an
inflation correction. An exemption means that the recipient pays donation tax only
if the value of the donation is higher than a certain amount. The following tables
report the gift/inheritance exemptions.'”

In the case in which the value of the donation is less than or equal to the exemp-
tion amount then the recipient does not pay gift/inheritance tax; on the other hand, if
the value of donation is higher than the exemption amount, the recipient has to pay
tax on the amount that exceeds the exemption. The amount of gift/inheritance tax
to be paid depends on the relationship with the donor/deceased and the value of the
donation (Tables 8, 9, 10).

19 For convenience, I report data from the last year of the time period analysed in this work.

@ Springer



‘Take the Money and Run’: Dutch Evidence on Inheritance and...

Table 8 Donation tax exemptions 2016 Source: Belastingdienst (The Netherlands)

Relationship with the donor Exemption gift tax Use of the donation
(foster) Child 5304 annually General purpose
(foster) Child 18-39 years® 25,449 one-offs General purpose
53,016 one-offs House (renovation
or repayment
mortgage)
Remaining 2122 annually General purpose

Reference year: 2016. All amounts are expressed in euros

“For the increased exemptions, people can only use it once in their life. If recipient is 40 years old or
older, but her partner is younger than 40, then the exemption applies

Table 9 Inheritance tax
exemptions 2016 Source:
Belastingdienst (The

Relation to deceased Exemption

Partner (spouse/registered partner/notarial cohabitant) 636,180

Netherlands) Children 20,148
Grandchildren 20,148
Certain sick and disabled children 60,439
Parents 47,715
All others 2,122

Reference year: 2016. All amounts are expressed in euros

Table 10 Rates for gift

Tariff Value of isiti Rates
and inheritance tax 2016 ariff group alue of acquisition ates
L percent-
Source: Belastingdienst (The age (%)
Netherlands) g
Partner and (foster) 0-121,902 10
children
More than 121,903 20
Grandchildren and 0-121,902 18
further descendants
More than 121,903 36
Remaining 0-121,902 30
More than 121,903 40

Reference year: 2016. All amounts are expressed in euros
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