Special points of
interest:

e Marriage is examined as a form
of “contractual insurance” which
allow married individuals to
better cope and emerge from
negative life-shocks such as

illness and disability than singles.

e Study finds that while singles
may have the advantage of being
more mobile and flexible in the
labour market; married
individuals ultimately do better
during periods of unemployment
thanks to better El and

tax-system benefits.

“[T]he marital
contract serves as an
important mechanism

to help smooth out
household income in
periods of health and
disability shocks to
the main-earner; and
as a way to support
the future earning

potential of the main-

earner.”

Laura Turner’
(University of British Columbia)
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Disability and health shocks can
have significant and lasting
effects on an individual’s earning
potential and lifetime income. A
study by University of British
Columbia researchers Giovanni
Gallipoli and Laura Turner”
examines the responses of men
and women to health shocks.
They identify large effects on
the joint labour supply of
couples, and show that marriage
provides partial insurance for
losses due to health-related risk.
Their paper “Household
Responses to Individual Shocks:
Disability and Labour

Supply” (CLSRN Working Paper
no. 23), finds that although
health and disability shocks are
experienced at the individual
level, responses to such shocks
can encompass a whole house-
hold. Gallipoli and Turner find
evidence that economic
responses to disability shocks
vary significantly by marital

status.

The analysis is based on data
from the Canadian Survey of
Labour and Income Dynamics
(SLID) — which contains a large
amount of information about
disability and health status.
Gallipoli and Turner’s analysis
relies on three key features to
explain the household
responses to negative shocks:
the linkage between human
capital accumulation and life-
cycle labour supply, the exis-
tence of marriage contracts
with limited commitment, and
the possibility of transfers of
both time and goods between

partners in a marital contract.

The paper investigates to what
extent a marriage “contract”
involves accommodating the
possibility of individual life shocks,
providing a form of insurance
which is unavailable to single
agents. The study finds that in
marriages “main-

earners” (typically husbands) tend
to transfer income and compen-
sate “second-earners” (typically
wives) who provide conditional
time and care transfers in periods
of need (such as illness and
disability of main-earner). The
insurance the second-earner
provides to the main-earner in
the marital contract serves as an
important mechanism to help
smooth out household income in
periods of health and disability
shocks to the main-earner; and as
a way to support the future earn-

ing potential of the main-earner.

Gallipoli and Turner find that the
relative value of marriage changes
in different ways for men and
women as they age. The study
suggests that men who receive
bad shocks early in life may lose
the insurance offered by marriage
by being sorted out of possible
matches in the early stages.
Marriages become more stable
the longer the couple is together,
and uncertainty is resolved. The
long-term costs associated to
health shocks are particularly high
for main-earners in the early
stages of their working life,
because they imply a permanent
loss of human capital and earning
potential. “Low-risk” marriages
where the main-earner is in a low
-risk health state are more stable
compared to “high-risk”
marriages where the health of the

Study shows that couples are better able to cope with health shocks than
singles, and spouses may help improve long-term labour market outcomes

Giovanni Gallipoli
(University of British

main earner is poor. Less
renegotiation and termination
of marital contracts occur at
every stage of the life-cycle for
low-risk marriages compared to

high-risk marriages.

Men who are at high risk of
receiving health and disability
shocks value marriage early in
life, when they are poor in both
assets and work experience. As
these husbands age, their gains
from marriage decrease as
“buffer stocks” of human capital
and assets are accumulated, and
they become more likely to
trigger a renegotiation of the
marital contract. However, all
men value marriage at the late
stages of their working life as
they approach retirement, and
the end of their main-earner
status, as well as periods of high
health risk.

*Laura Turner is now an Assistant
Professor at the University of
Toronto
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When it comes to overcoming
unemployment shocks, at first
glance, it may seem that
singles may have the
advantage over families as
unattached workers are likely
to be more mobile geographi-
cally than married workers,
and might be able to take
advantage of favourable job
offers in other local labour
markets more frequently
following job loss than their
married counterparts. As
they do not have the back-up
pool of income that comes
with a spouse, single workers
might search more intensely
for new jobs following a layoff,
which could reduce the
duration of an unemployment
spell. Accordingly, it stands to
reason that unattached
workers might incur smaller
earnings losses than married
workers following
displacement. A study “How
do families and unattached indi-
viduals respond to layoffs? Evi-
dence from Canada” (CLSRN
Working Paper no. 40) by
Statistics Canada researchers
René Morissette and Yuri
Ostrovsky find through
analyzing a Canadian dataset
containing tax-record data
over the 1987-2001 period,
that layoffs and unemployment
shocks in fact affect
unattached individuals more
adversely than they do fami-

lies.

One advantage families have
over singles is supplemental
income from secondary earn-
ers. The study found that five
years after husbands’ layoff,

Yuri Ostrovsky (Statistics Canada)

increases in wives’ earnings
compensated for roughly 22%
of the earnings losses by
husbands. Morissette and
Ostrovsky found that while
married men and single men
experience similar levels of
earnings losses in the long run,
unattached males tend to have
much lower pre-layoff after-tax
income (as they lack supple-
mental income from spouses),
so they end up experiencing
much greater relative income
shocks than families of laid-off
husbands — which contributes
to greater income instability

for unattached males than
married males.

“[F]ive years after
husbands’ layoff,
increases in wives’
earnings
compensated for
roughly 22% of the
earnings losses by

husbands”

Employment Insurance (El)
and tax-system benefits help
families more so than they do
unattached individuals in
periods of unemployment. In
the year during which
husbands are laid-off, as well
as the following year, income
losses before tax of families
experiencing layoffs are at
least $5000 lower than the
earnings losses suffered by
husbands due to sharp
increases in El benefits that
occur in those years notwith-
standing further tax-system
benefits. El benefits combined
with tax system benefits
appear to reduce the income
losses experienced by families
and laid-off husbands
disproportionately more so
than they do for single men.
Indeed, five years after layoff,
the study found that the earn-
ings losses suffered by
husbands amount to $12,300,
but the after-tax income
losses for their families are
only $6,400. By comparison,
unattached males were found
to not only experience higher
gross earnings losses five
years after layoff compared to
married men - $13,700 for
single men compared to
$12,300 for married men —
but more importantly, single
men appear to also experi-
ence higher after-tax income
losses five years after a layoff
than those experienced by
families of laid-off husbands -
$7,700 for unattached males
compared to $6,400 for

married men.

Singles found to be affected more adversely by unemployment shocks than families

“[R]elative after-tax
income losses of
families of laid-off
husbands averaged
10%. In contrast,
for unattached
males, relative
income losses were
twice as high at

23%”

Relatively speaking, the im-
pact of these losses are more
adverse on singles more than
they are on families. The
reason for this is that pre-
layoff, after-tax income aver-
aged $68,200 for families of
laid off husbands — thanks to
income-pooling between hus-
bands and wives — which is
almost twice as high as the
$32,700 observed for unat-
tached males — who draw
from only a single-income.
This means that relative after-
tax income losses of families
of laid-off husbands averaged
10%. In contrast, for unat-
tached males, relative income
losses were twice as high at
23%.

Endnotes

Labour Market Matters is a publication of the Canadian Labour Market and Skills Researcher Network (CLSRN). The CLSRN is
supported by Human Resources and Social Development Canada (HRSDC) and the Social Science and Humanities Research Council of Canada
(SSHRC). Opinions expressed in this publication do not necessarily reflect the views of HRSDC or the SSHRC.

Articles in Labour Market Matters are written by Vivian Tran - Knowledge Transfer Officer, CLSRN, in collaboration with the
researchers whose works are represented. For further inquiries about Labour Market Matters or the CLSRN, please visit the CLSRN Website
at: http://www.clsrn.econ.ubc.ca or contact Vivian Tran at: vivtran@interchange.ubc.ca



http://www.clsrn.econ.ubc.ca/workingpapers/CLSRN%20Working%20Paper%20no.%2040%20-%20Morissette%20and%20Ostrovsky.pdf�
http://www.clsrn.econ.ubc.ca/workingpapers/CLSRN%20Working%20Paper%20no.%2040%20-%20Morissette%20and%20Ostrovsky.pdf�
http://www.clsrn.econ.ubc.ca/workingpapers/CLSRN%20Working%20Paper%20no.%2040%20-%20Morissette%20and%20Ostrovsky.pdf�
http://www.clsrn.econ.ubc.ca/workingpapers/CLSRN%20Working%20Paper%20no.%2040%20-%20Morissette%20and%20Ostrovsky.pdf�
http://www.clsrn.econ.ubc.ca�

	Study shows that couples are better able to cope with health shocks than singles, and spouses may help improve long-term labour market outcomes

	TOSHIBA

	December 2009

	Volume 1, Issue 5

	Labour Market Matters

	Giovanni Gallipoli

	Laura Turner*

	(University of British Columbia)

	Special points of         interest:

	Singles found to be affected more adversely by unemployment shocks than families

	Endnotes

	Page #

	Labour Market Matters



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



