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Abstract

Under the existing marriage contracts, the defiemigith of a marriage is the total remaining lifesd

the spouses. This paper aims at questioning timelastd long-term marriage contracts by exploring the
conditions under which short-term contracts wouéd rbore desirable. Using a two-period collective
household model, we show that, under general donditon individual preferences and household
production technology, short-term marriage consaiftavailable, would dominate long-term contracts

Moreover, the recent equalization of bargaining @owithin the household is shown to make short-term
contracts even more desirable than in the past.
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Introduction
In 2008, about 2,162,000 marriages were celebiatdte U.S. At the same time, the number of diverce
amounted to 1,099,080Mloreover, as shown by Figure 1, while the marrigge remained quite constant

during the 20th century, the divorce rate was pli¢dl by 5 over that period.

Figure 1: U.S. Marriage and Divorce Rate per 1B6fulation
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Source: National Center for Health StatisticsS.U.

In the light of the high divorce rate, and of ttenmegligible costs of divorce, we may wonder wieth
the traditional marriage contract is still apprepei The existing marriage contract takes, as #fautt
length, the total remaining lifespan of the spoultemay make sense to propose marriage contrattisaw
shorter default length, that is, a short-term marriagetict, which would allow spouses to exit the
marriage without costs.

This paper explores the conditions under whichtstesm marriage contracts, if available, would beren
desirable than standard long-term contracts. Qsiteprisingly, short-term marriage contracts have

received little interest so far.

In pioneer unpublished writings (1773 and 1797)eidy Bentham discussed the opportunity to introduce

! The source is the National Center for Health Stia (2010).

21n 2009, the Australian Bureau of Statistics fimhthe idea of marriage licenses that expire &fiar 10 years, unless couples renew it (see [6]).
But one can find traces of such practices in thslivtuculture (the Nikah Mut'ah in the Shi'a Islarm)d also in the Pre-Islamic Arab culture (the
Nika'e’Misyar in Sunni Islam).
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short-term marriage contracts (see [11]). Benthegarded these short contracts as appealing ali@sat
to long contracts at a time when divorce was nsilyeavailable, and as appropriate marriage cotdriae

the young, who would otherwise not be able to elifidiong relationships. Bentham acknowledged that
standard long-term contracts are compatible wighRhinciple of Utility forsome couples, but wanted to
add short-term contracts as these would betteofiteothers.

Recently, the marriage contract has attractedge lattention, but, as far as we know, little hasnbsaid

on theoptimal contract duration. Some issues have been addresse as informational constraints on
outside opportunities ([10]), prenuptial contragtinehavior ([7]), the actual duration of marriagf)

and the interval between relationships (fENloreover, despite the considerable attention paithe
duration of agreements and contracts, the litegahas not so far applied optimal duration contract
analysis to the marriage contract.

To examine the conditions under which short-termrimge contracts are optimal, various theoretical
frameworks could be used, allowing for more or lessiplexity in terms of preferences, knowledge and
household production. In this paper, we delibeyatgbt for the simplest framework, to provide a
benchmark discussion on the duration of marriaggraots.

For that purpose, we consider a two-period collectiousehold model where agents differ in genddr an
in marital status (single, married, divorced). Ageproduce and consume a single good. The goobean
interpreted in various ways. For instance, one ttank of standard consumption goods or leisure
activities. Alternatively, one can regard a chitdeaconsumption good that is collectively produlogdhis
parents.

Individuals make decisions on marital status atlibginning of every period. The decision on marital
status depends on the costs of divorce and mayiagde productivity gains induced by marriaged an
the bargaining power of each agent within the caupl

For the sake of simplicity, we also assume thatethig perfect information and no uncertainty. Those
assumptions are not neutral for the issue at stakewill allow us to emphasize some fundamental
motives supporting one marriage contract againsthan in that simple environment. Clearly, it iSg#o
think about uncertainty-based arguments for orresjaine type of marriage contradn this paper, we
abstract from those arguments, to better emphédsinethe characteristics of the household production
technology and of individual and couple’s prefeeminfluence the desirability of one marriage caettr
over the other.

We show that, under general conditions on indiviguaferences and household production technology,
short-term marriage contracts, if available, woddininate long-term contracts. It is only in the gk
case of time-invariant or time-increasing houselpotauctivity that the long-term contract dominaties
short-term contract. Moreover, the recent equatimatf bargaining power within the household iswho

® Various aspects of marriage are also discussed in [4].

*The optimal contract duration has been studied in other economic fields (see [8], [3], [2], [1]).

® One can think, for instance, of the insurance motive for long-term marriage, which is related to the insurance provided by the spouse’s income.
There exists also an uncertainty argument for short-term contracts, which could be regarded as less risky in a world of imperfect information
about the spouse’s characteristics.
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to make short-term contracts even more desirahle iththe past.

The paper is organized as follows. Section 2 ptestie framework. Short-term and long-term marriage
contracts are compared in Section 3. Section 4lades.

The model

We consider a two-period model, with two types @érts, males and females, denoted by the supésscrip
m and f . We assume an equal number of men and women.

We consider two kinds of marriage contracts, whditfer in their duration. On the one hand, ageng/m
choose a long contract, which lasts for the resheflife of the spouses (i.e. the two life-perjpdscept

if there is a divorce. On the other hand, agentg chaose a short marriage contract, which last®ffiby

one period, after which agents become singles againo cost. Hence the main difference between the
two contracts concerns the exit cost and the coation cost.

At the beginning of the first period, all agente aingle (S). They receive a random marriage diftan

an agent of different gender. The marriage offely ancludes the consumptions in the two peribds.
Agents decide either to remain single (S), or tongarried, under either the short-term (MS) or ltdrey-
term marriage contract (ML). At the beginning ofetlsecond period, agents have diverse options,
depending on their marital status chosen at petiolf they are single (S), they can choose eitber t
remain single (S), or to get married (MS or ML)tHey are married under the long-term contract (ML)
they can choose to divorce (D) or to remain mar(ed). If they are married under the short-term
contract (MS), they can choose to become singleo(Sp marry again (ML or MS).Figure 4 in the
Appendix is a graphical representation of all paossdecision nodes under the two types of marriage
contract.

Agents have a period utility function that is lagfamic in consumption. Lifetime welfare takes anstard
time-additive form, with a pure discount factor ded by . The household values the weighted sum of

spouses utilities, with weights representing theyaiming power of each spouse, respectivaly for men

and " for women. We assume that' >0 and ™ + " =1.

On the production side, all agents inelasticallykvor the entire period of time, and have an idlixal
productivity parameter denoted Hy. There is no differences in individual productvitf agents, and
they all produce the same good. The model allows farge set of interpretations, depending on \ilinat
unique good consists of. One can think of it ataadard consumption good (consumed individually but
produced either individually or in couples), oraaleisure activity. Married agents cooperatively combine
individual productivities to produce a total amowofigood equal ta72l , wheres7 >0 is the efficiency

® Note that the present model is extremely simglifiegarding the matching process. As such, thisimdites a potential determinant of the
desirability of short-term contracts.
" This includes the possibility to renew the marei@gntract with the same person, or to get mawi#danother person.

8 One can also consider the good as a child. Thetpiretation imposes some restrictions on the priboiu parameterd] and O that are
discussed below.
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gain (if 7 >1) or loss (if7 <1) from marriag€. Note that the gains or losses from marriage mayeo
constant over time. To take this into account, w&uee that the household productivity in the second

period of marriage differs from the productivitytime first period of marriage by a factor. If J >1, the
household becomes more productive as the duratittreanarriage increases. That productivity gairyma
arise thanks to some “learning-by-doing” within theuple, or thanks to a better understanding or

knowledge of the spouse. Alternatively,df<1, the household becomes less productive over fiihis.
may be due to the accumulation of disappointmentisagreements.

On the consumption side, unmarried agents enti@hgsume the product of their labor. When married, i
follows from the household value function that eaglouse consumes a fractign’ of the household
product 27l .

When deciding to get married or divorced, each agempares her welfare in the two states. Then, the
choice of the marriage contract (i.e. short or Jasglriven by the preferences of the couple-mermtr

the lowest bargaining power, i.e. by thg! = min{ ™, '} .*° The decision of getting divorced depends
on the legal regime of divorce. If consensual,wiitng of the agent withy! = max{ ™, 12"} will drive

the decision. If unilateral, the willing of the agevith 2 = min{ #™, 1} will drive the decision.

The cost of getting married is a fractigh of the household’s income, with D(O,ZI). The cost of getting

divorced (e.g. legal fees, alimony transfers ee.p fraction y, with y[1(0,1), of the household’s
income.

The problem faced by a single agent at the beginofrt =1 depends on the kind of marriage contract
available. We describe the agent’s optimizatiorblenm under three cases: (1) only long-term corgract
are available; (2) only short-term contracts arailable; (3) both contracts are available. For ezate,
we also provide the solution to the optimizationkpem.

1. Long-termcontract: Single agents who get married solve the followingplem:

_ . M Jif remainmarried
S =max loge) +8y _°
() D,if divorced

subject toc! <n(1-4)2l

The policy functionJj = f, mis given by:
max{|log((L- 1)24'nd )+ Blog(u'n2!1 | llog(1-2)u'n21 )+ Blogla- ) ]}

° One can interpret the parametfk as accounting for household economies of scﬂe?l then coincides with increasing returns in the

production of the good.
10 |n other words, the weakest agent in the coupesheeto right regarding both the marriage deciaiwhthe contract decision.
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2. Short-term contract: Single agents who get married solve the followpngblem:

]' . . .
g = maxi]ogcf +/3{ M, if remalnmarrledl

o) Sl if naturallyseparat

subject tac/ <n7(1-1)2l

The policy functionlJj = f,mis
ma><{[|og(2/,1j a-nl )+ ﬁlog(Z/,l‘ a-nl )J,[Iog(Z/,l‘ a-nl )+ Blog(l )ﬂ

3. All contracts. Single agents who remain single solve the follgaypnoblem:

. ‘ Ij
g - max{:logcl' +,6’{ M ] if remarry

) S if remain(divorced)single

subjecttoc/ <

The policy functionldj = f, mis

max{|log(1)+ Blog((1- A)’'n21 ) Jlog(1)+ Blog(1 )]}

Alternatively, the agent’s choices can be descripecheans of the decision trees in Figures 5 ainctite
Appendix, which show the payoffs associated withdHferent possible paths.

Short-term versus long-term contracts

The model is solved by backward induction, starfiogn the decisions made at the terminal node, fwhic
corresponds to the beginning of period 2. The fulhy Proposition summarizes the optimal choices of
agent | = f, m for different values of the parameters.

Proposition 1. Suppose agents are initially singles. Then:

(@) If (1-A)27u' >1 and27du’ >1 andd=1-A, then the long-term contract is better than thatsh
term contract.

(b) If (1-A)27u' >1 and 27du’ >1 and O <1-A, then the short-term contract is better than the
long-term contract.

() If (1-A)2nu' >1 and27du’ <1, then the short-term contract is better than dhgdterm contract.

(d) If (1-2)27u' <1 and27du’ >1, then the long-term contract is better than thetsterm contract.

(e) If (1-A)27u' <1 and 27du’ <1, then there is indifference between the short-teontract and the
long-term contract, as these are both dominatesirigeness.

(f) If (1-A)2gu' =1 then if 27du’ >1, the long-term contract is preferred. However2ifdu’ <1,
then there is indifference between the two congraas these are both dominated by singleness.
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Proof. To prove this Proposition it is sufficient to coanp the payoffs of different path of the decision
trees in Figures 5 and 6.

Take the case where household productivity is emstith marriage duration (i.ed =1). Cases (b) and
(c) cannot occur, so that the long-term marriagetrest weakly dominates the short-term marriage
contract. Indeed, if the gains from marriage arficently large (i.e. a highy), agents prefer the long-
term contract (to avoid the cost of remarriage} iBthe gains from marriage are low, agents préfgng
single, and are thus indifferent between the tweriage contracts.

Consider now the case wher differs from 1. If the household becomes more potide as the

marriage duration increases (i€.>1), cases (b) and (c) cannot hold, so that the teng- contract is
dominant. However, if the household becomes lesdmtive as the marriage duration increases (i.e.
0 <1), cases (b) and (c) may arise. These corresportifferent motives for choosing a short-term
marriage contract. In case (b), the productivitysl@ue to marriage duration is low, which makes the
married status better than singleness in the segeridd. If the cost of remarriage is sufficiertiyv with
respect to the productivity loss due to marriageation (i.e. 0 <1—A), agents prefer two short marriage
contracts instead of a long one. In that case,tageant to be married, and the productivity lostuced

by duration makes the short-term contract bettecabse it allows agents to benefit twice from drgéd
immediate productivity gains induced by marriage ¢omparison to singleness). In case (c), the
productivity loss due to marriage duration, whishlarger than in case (b), makes singleness more
desirable than being married in the second pefibdt second-period singleness can be achieved at no
cost under the short-term marriage contract. Heincthis case, the short-term contract allows agsmt
become single for free, unlike the costly divorogler long-term contracts.

In sum, despite the absence of any risk or ungatied event, the short-term contract may be superio
thanks to the possibilities either to marry agaid aenefit twice from the immediate productivityirga
from marriage, or to become single for free. Ndtat tthe results of Proposition 1 are invarianthe t
divorce regime (unilateral or consensual). The geds that, once short-term contracts are introduce
there are no divorces any more. Actually, a costliy from the standard long-term marriage is dirict
dominated by a free exit under a short-term magriag

How does Proposition 1 translate into actual agesgs? In particular, can this rationalize the histaf
actual marriage contracts? Proposition 2 providesaaswer to those questions under the cases of
consensual and unilateral divorcés.

Proposition 2. Table 1 and 2 summarize the contracts that areechby the couple when a spouse (e.qg.
M) faces one of the cases (a) to (f) of Propositioand, similarly, the other spouse (e;_g) faces one of
the cases (a) to (f) of Proposition 1.

" The cases (a)-(f) refer to the conditions on patars stated in Proposition 1. The cell is emptgmthose circumstances cannot arise.
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Table 1: Marital agreements under short-term and long-term contracts

I @ @10
(a) | ML MS | ML (MS) if 8 high (low) | S S
(b) MS | MS S |8
(e) MS S |8
(d) ML (MS) if 3 high (low) | S | S
(e) S
(f) ML (MS) if 2 high (low) | S

Table 2: Marital agreements without short-term contracts

Elp| (a) | (b) (c) (d) (e) | (f)
(a) | ML ML (S) if § low (high) | ML (S) if 3 high (low) | S | S
(b) ML | ML (S) if 2 low (high) S| 8
(c) ML (S) if 8 low (high) S| 8
(d) ML (S) if 3 high (low) | S | S
(e) S
() ML (8) if 3 high (low) | S

Proof. Consider case (a)-(a). In this case, both of {heuses prefer a long-term marriage contract.
Consider case (a)-(c). Here, the spouse wittprefers a long-term contract, while the spousd!l\o?rt

prefers a short-term contract. Hence, the conthettwill be chosen by the couple is a short-teamtiact
with remarriage in the second period. The otheegase similar.

In the light of Proposition 2 (Table 1), it appedhsit short-term contracts, when available, dominat
singleness and long-term contracts in various cadesre remain only three cases where the long-term
contract prevails. First, the case where the pridtycgains induced by marriage are large and iptast

(i.e. case (a)-(a)). Second, the case where thbditon of power in the household is such that than
would like to have a long contract, while the wonisuonly interested in marriage for the secondqukri
(thanks to the returns from marriage in periodh2i, is sufficiently patient (i.e. a higjf) (i.e. case (a)-
(d)). Third, the case where both the man and theawoonly appreciate marriage in the second period,
and are sufficiently patient (i.e. cases (d)-(d)l &i)-(d)). In all other cases, what prevails igher short-
term marriage contracts (if high returns from nege in both periods or in the first period whenrdge
are impatient) or singleness (if low returns frorarriage in all periods). Those results are invariarthe
divorce regime.

Proposition 2 (Table 2) suggests that, in the adisef short-term marriage contract, all the caslesrev
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short-term contracts prevail would now involve eithong-term marriage contracts or singleness,
depending on the household production technologytlae agents’ preferences.

What does Proposition 2 tell us about history? fterpret the large prevalence of long-term marriage
contracts, it is crucial to have a closer lookhetrhotivations behind the emerging long-term contracts in
the absence of short-term contracts. In the abseihseort-term contracts, agents can be marriecuad
long-term contract regime because of different vasti some agents are married ibyatience in the
sense that they are currently enjoying large haaldeproductivity gains and forget the future costs
marriage, whereas other agents are marrigghbgnce, in the sense that they are currently sufferiognfr
low returns, but hope to get more from marriagthanfuture. These distinct motivations have trenoeisd
effects on what would have prevailed in the preseoic short-term contracts. Actually, if agents are
married by impatience in the absence of short-tesniracts, those agents would have opted for a-shor
term contract if this was available. On the contréfragents are married by patience, the introduacof
short-term contracts would not necessarily affeet émerging marriage regime, as long-term contracts
remain the unique way to benefit from large houtgheturns growth over time.

Regarding the role of the distribution of bargagnpower within the household, it should be notitteat a
movement towards an equality of bargaining powénaides with a convergence towards the diagonal of
the tables, where both agents face the same comglitThe impact of such a shift on the prevalerfce o
short-term and long-term contracts can hardly sessed without additional information on prefersnce
and production parameters. Nonetheless, if we ioBBernoulli’s Principle of Insufficient Reason, and
consider all subcases as equally likely (and assigrobability of 1/2 when there is indeterminadihin

a particular subcase), we get that the short-teontract, if available, would have prevailed with a
probability of 55/180. On the contrary, if we focos the diagonal of the table only, we see thattsho
term contracts would have prevailed today with acimlarger probability, equal to 1/2. Therefore the
recent redistribution of bargaining power towardsrenequality makes short-term marriage contracts
more desirable than before.

Proposition 2 can be interpreted in various wagpethding on what the consumption good is. If thedgo
consists of a leisure activity consumed individyalt within a couple, a major determinant of théiropl

marriage contract consists of the parameder If the activity involvesincreasing returns from intra-
couple interactions (e.g. chess playing),is large, which supports long-term contracts. Badontrary,

if the leisure activity involveglecreasing intra-couple returns over time, then this suppstiert-term
contracts. One can also turn back to the interpost®f the good as a child. In that context, a lgwand

a high d lead to interpret the first period of marriageaddnd of trial period, which supports a long-term
marriage. On the contrary, a high and a lowd support a short-term contract, as the old couatero
longer bear the idea of having new children, untikev couples.

Finally, consider some numerical illustrations shapvhow the prevalence of various marriage corgract
depends on the parameters of the model. We assonegjual division of bargaining power, a time

preference factor3 = 0.96, as well as a marriage codt=0.10. Figures 2 and 3 show the prevailing

marriage agreements when the household productiameters7 and O lie in the [0,1] interval. In the
left figure, the short-term contract is availahlalike in the right figure.
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With short-term contract

Figure 2: Numerical Exercise (1): A = 0.10

2

Without short-term contract

delta

The short-term marriage contract prevails whenghims of marriage are large but temporary, that is,
when the economy lies in the bottom-right corne. (7 is large andd is low). The long-term contract

prevails when the gains from marriage are largeperdistent, that is, when the economy is in theetp
right corner. Singleness prevails in the other €ase

With short-term contract

Figure 3: Numerical Exercise (2): A = 0.05

Without short-term contract

dela

2

et

The prevalence of the short-term contract depemdthe cost of marriagel . To illustrate this claim,

Figure 3 shows the case whefe is lower than before, and equals 0.05. Here, bwetderm contract
would prevail for an even larger interval of valdes household production parameters. The compariso
of the left and right figures illustrates that theroduction of short-term marriage contracts woudd only
reduce the prevalence of long-term contracts, bl#p, of singleness, depending on the values of

28



household production parametersand O .

Conclusions

Although the economics literature paid a largerdit@ to various aspects of the marriage contitaet,
issue of the optimal duration of the marriage leasained largely unexplored. In this paper, we degped

a simple two-period collective household model vehegents make decisions about their marital stdtus
different points in time, and choose between |la@aTgatand short-term marriage contracts.

Our conclusions are the following. First, providéte household production technology involves
decreasing returns from cooperation over timestt@t-term contract dominates the long-run one uade
large interval of values for preference and produnctparameters. Second, the overall impact of
introducing short-term contract depends ultimatety what currently drives the marriage decision. If
agents marry by patience, then the long-term cotitvauld still largely prevail despite the introdion of

a short contract. On the contrary, if individualsrently marry by impatience, then the short-teontcact
would partly replace either the long-term marriagesingleness. Third, a more equal distributiorihef
bargaining power within the household favors afeoghort-term marriage contract.

Finally, it may be worth to emphasize some limitasi of the present work, which invite further resha
First, although one could interpret children asphmduced good, it remains that the fertility demismay
affect the marriage decision in a more complex wen described in our model. In particular, chitdre
could matter not only as consumption goods, but ak investment goods, or as an object of parental
altruism. Second, this model includes only one tgpexternalities (i.e. production externality witlthe
couple), and leaves other externalities aside {eajousy of some couples, social norms). Thirds th
model is purely deterministic. Obviously real-lifearriage decisions involve risk, and this may dftbe
desirability of the two kinds of marriage contra¢ience, much work remains to be done in the future
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Appendix
Figures

Figure 4: Decision Nodes

Figure 5: Decision Tree - Long-term Contract
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Figure 6: Decision Tree - Short-term Contract
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