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Abstract

In this paper, I examine the effects of the recent US housing and stock market crises on

household spending with the Health and Retirement Survey data (HRS). Particularly, by treat-

ing household wealth shocks from the 2008 recession as a ”natural experiment,” I analyze the

impact of the inter-spousal bargaining power on the household-level financial decisions to test

the non-unitary household decision-making model. I first find that housing and financial wealth

losses have a substantial negative effect on household consumption. More importantly, using

relative spousal characteristic variables that are proxies for inter-spousal bargaining power,

I demonstrate that inter-spousal bargaining power contribute to differential consumption re-

sponses to the wealth shocks, and that higher female bargaining power influence household-

level decisions to be more aligned with female individual consumption preference. The results

are consistent with the literature on gender differences in savings behavior that women have

higher propensity to save, and they also support the non-unitary bargaining models of house-

hold decisions in that inter-spousal relative characteristics play a significant role in household

financial decisions.
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1 Introduction

The relationship between an unexpected economic shock and consumption is often studied because

it reveals information about the choice between present and future consumption and how consump-

tion is traded off against other uses of wealth. In addition, the macroeconomic effects could induce

booms or busts in the economy. This paper contributes to this literature by using household-level

data on wealth changes and spending before and during the Great Recession to investigate house-

hold responses to wealth shocks, and more specifically, how these responses depend on household

composition and inter-spousal characteristics. I use the intra-household bargaining power model

with a non-unitary model of household decisions, to test the hypothesis that households’ financial

decisions in response to unexpected economic shocks depend on which spouse has more “bar-

gaining power.” Consequently, I also contribute to the intra-household bargaining power literature

by using the 2008 recession as a “natural experiment” to test the non-unitary bargaining power

household decision model.

The results first show that there are gender differences in saving preferences in response to

wealth shocks, which implies that households do have to compromise the two diverging prefer-

ences of individual spouses when making a household level decisions on savings. Then, the results

demonstrate that households in which wives have relatively more bargaining power decrease con-

sumption more in response to losses in financial and housing wealth. The results are consistent

with previous literature demonstrating that women tend to have higher propensities to save, espe-

cially when the couple is older, and they also support the non-unitary household decision model

by showing that relative characteristics of the spouses influence household-level decisions. This

study provides an insight to an important topic regarding household consumption and savings,
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and the results testify that it is crucial to consider intra-household gender dynamics as a crucial

factor when examining and analyzing household’s consumption patterns and responses to macroe-

conomic changes.

2 Literature Review

The relationship between an unexpected economic shock and consumption is often studied in order

to understand individual and household’s inter-temporal choices and how consumption is traded off

against other uses of wealth. Because of the importance to economic policy, there is an extensive

literature of wealth effects on consumption. Using time series data on consumption and housing

and financial wealth across 16 countries, Slacalek (2009) estimates that the marginal propensity

to consume out of wealth is about 0.05. There are also studies at the micro level. For example,

Bottazzi et al. (2015) use data from the Survey on Household Income and Wealth (SHIW) to

estimate that a shock to financial wealth results in a change in total consumption equal to about

five percent of the shock. Christelis et al. (2014) use data from an Internet supplement to the Health

and Retirement Study to estimate that the marginal propensity to consume is 0.033 for a financial

wealth shock, and out 0.01 for a housing wealth shock.

While there are studies estimating household reaction to changes in wealth, there are no stud-

ies that consider the effects of spousal characteristics. However, inter-spousal characteristics mat-

ter more and more in terms of understanding household financial decisions. While in the past,

most families were single-earning households, with one person (generally the husband) bringing

in household resources, there has been a significant increase in dual-earning households. As an

increasing proportion of women has joined the labor force, dual earner couples have become more
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than twice as common as couples with husbands as the sole family member in the labor force

(Lundberg & Pollak, 2007). In light of increasing educational attainment and labor force partici-

pation rates of women, it seems axiomatic that women will acquire greater volition in household

decisions. Women who have invested heavily in the acquisition of personal resources, e.g. through

the attainment of advanced education, are likely to have greater influence on family decisions,

presumably extending into decisions regarding finances and consumption. Thus, the study of the

relationship between inter-spousal characteristics and household’s financial decisions has become

more relevant and important.

Several microeconomic models attempt to explain household spending. By considering life-

cycle income and wealth, attitudes toward risk, and discount factors. Traditionally it is assumed

that households are a single decision-making unit. However, as it has become more evident that

household members have potentially conflicting preferences, there have been attempts to analyze

household decisions from the perspective of bargaining models. Additionally, a small but growing

body of literature suggests that there are gender differences in risk attitudes, financial decisions,

and consumption preferences (i.e., Barber & Odean, 2001; Jianakoplos & Bernasek, 1998; Pålsson,

1996). Given their divergent social and economic circumstances within and outside the household,

women and men may have differing saving propensities.

Some research has found significant differences in retirement savings and investment decisions

by gender. In general, men and women differ in risk averseness, prudence, self-control, and dis-

count factor, all of which are considered to be the standard determinants of household savings

and consumption. Most studies have found or suggested that women have a higher propensity to

save than men. Using individual financial transaction data, Barber & Odean (2001) found that

men trade more excessively than women, which lowers their net returns significantly. Similarly,
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Jianakoplos & Bernasek (1998) looked at the U.S. Survey of Consumer Finances, and found that

single women are more risk-averse than single men and married couples. Additionally, using a

wide range of variables that measure risk-taking in a study of Swedish households, Pålsson (1996)

similarly finds evidence that women are more risk-averse than men.

A number of studies show that women are more conservative in their investment decisions. For

example, V. Bajtelsmit & Bernasek (1996) find that U.S. women hold a much higher proportion

of their private pension portfolios in fixed assets. V. L. Bajtelsmit & VanDerhei (1997) also find

gender differences in pension decisions, with women significantly less likely to invest in employer

stock and equities. Similarly, Hinz et al. (1997) examine the allocation patterns of federal gov-

ernment workers in the U.S. Thrift Savings Plan and find that women invest their pensions more

conservatively than men. Looking at individual contributions to 401(K) pension plans in the U.S.,

Hungerford (1999) shows that women contribute at a significantly higher rate than men.

There are several mechanisms through which gender is likely to affect consumptions and

savings. First, drawing from an extensive literature in psychology, several studies suggest that

women’s attitude toward risk differs from men’s and demonstrate that gender is a powerful deter-

minant of risk attitudes and judgments. For example, Flynn et al. (1994) and Barke et al. (1997)

find in their research on North American scientists that male respondents tend to judge risks as

smaller and less problematic than do females.

There are also socio-economic and cultural reasons for women’s risk aversion. Thomas (1990)

found that women are generally more concerned about children than men, which influences them

to increase savings for their children’s education and future. Anderson & Baland (2002) found that

women prefer to purchase more durable goods than men and therefore to save more. Addition-

ally, Bernasek & Shwiff (2001) argues that such differences in perceived risk result from women’s
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different experiences and perceived vulnerability. Women, on average, experience greater vulner-

ability than men since they earn on average less than men, are more likely to care for children

and elderly, are more likely to live in poverty, and are less likely to have health insurance and

pension coverage in their jobs. Women’s tendency to exhibit greater caution and be more averse

to risk may then be a rational response to their greater vulnerability and lack of control over their

lives (Bernasek & Shwiff, 2001). Yet another reason why women want to save more is biologi-

cal; women have a higher discount factor because they usually live longer than men (Lundberg &

Ward-Batts, 2000).

Thus, it follows from gender differences in preferences for savings and consumption and the in-

crease in women’s acquisition of personal resources that the balance of bargaining power between

spouses should matter in household financial decisions. A few recent studies have attempted to

incorporate bargaining into the standard model of household savings and consumption. A grow-

ing empirical literature based on the bargaining framework provides evidence that the share of

household income controlled by the wife affects household behavior, including expenditures on

various goods, individual labor supplies, and health outcomes for children. Using the Panel Study

of Income Dynamics (PSID), Nargis (2003) found that household savings tend to increase with

the wife’s bargaining power, which was measured by relative earnings. Similarly, Lundberg &

Ward-Batts (2000) show that wives with strong bargaining power accumulate more net wealth as

they approach retirement. They measure the balance of power by a spouse’s relative control over

income sources, relative age, and relative education.

While the existing literature examines the relationship between the inter-spousal bargaining

power and the households’ general long-term patterns of consumption and savings, there are no

studies that examine how bargaining power might affect household responses to unforeseen, tem-
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porary shocks. This study extends the current literature that incorporates bargaining into the stan-

dard model of household decisions by investigating how households reveal their financial propen-

sities and preferences in response to an unforeseen exogenous economic shock. Using the 2008

financial crisis as an external negative economic shock and a “natural experiment,” this study looks

at the extent to which households adjust their savings and consumption patterns, and how the re-

sponses are altered by intra-household and inter-spousal characteristics that are indicators of inter-

spousal bargaining power.

The 2008 financial crisis is a great “natural experiment” for testing the bargaining model on

household decisions for several reasons. First, it is an exogenous shock that not only impacted

almost all households in the U.S. (albeit unequally and in different ways), but also had a significant

impact on household’ savings and consumption (Christelis et al., 2014; Petev et al., 2012). Second,

the unforeseen and exogenous nature of the 2008 financial crisis could be used as an “experiment”

that prompts households to quickly reveal their financial propensities and preferences in response

to economic distress. Lastly, the widely spread phenomenon affected households with various

circumstances, backgrounds, and compositions, and the heterogeneity of the sample allows me to

analyze how inter-spousal bargaining power affected household-level decisions, with other things

controlled.

The microdata I use for the analysis are the 2006–2009 data from the HRS, Health and Retire-

ment Survey, a longitudinal data set that began with a representative set of households in 1968.

This long panel data would allow me to track changes in the family’s financial situation as well as

the spouses’ ex-ante bargaining power prior to the economic shock. In addition, it contains both

household and individual data, allowing me to examine the individual-level characteristics of the

married couples as well as family background information. Furthermore, in this study, I utilize the
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HRS supplementary Internet Survey in 2009 on housing, consumption, and wealth data to get a

better overview on how and to what extent the households were affected by the crisis and how they

reacted to it.

This study contributes to the existing literature in several ways. This paper is the first to em-

pirically test differences in household responses to negative economic shocks depending on the

households’ intra-household and inter-spousal characteristics. Several studies examine differences

in household responses to the recession depending on socio-economic status and income brackets,

but do not consider how intra-household and inter-spousal characteristics. Second, this study is

also the first to incorporate bargaining into the standard model of household savings and consump-

tion in the context of households facing shocks. As shown in the literature review, several studies

have shown a general long-term relationship between the inter-spousal bargaining power and the

households’ savings and consumption patterns, but no studies have looked at how inter-spousal

bargaining power affects households’ reactions to unforeseen shocks and scarcity.

3 Data

The Health and Retirement Survey (HRS) is a longitudinal, nationally representative micro survey

interviewing those aged 50 and above in the US. The survey, conducted every other year since

1968, provides detailed information on household members’ socioeconomic and demographic

characteristics, income, and assets holdings. The HRS consists of data on individual household

members, which allows examination of the individual-level characteristics of both spouses as well

as household-level characteristics. The longitudinal nature of the study allows me to analyze in-

dividual and family characteristics that might influence spending decisions. The panel data also
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allow me to control for unobserved time-invariant characteristics with a fixed effects specification.

Because the HRS only provides information on older U.S. population, the results cannot be

generalized to all age groups. However, the older population maybe better suited to analyze the

impact of wealth shocks on consumption. First, older households have accumulated significant

amounts of wealth over the life cycle and therefore control a large fraction of society’s resources,

and thus their decisions have pronounced aggregate implications. Second, the older population

tend to have higher stock market participation rates than the rest of the population, and a higher

fraction of their wealth is invested in risky financial assets (Christelis et al., 2014). Lastly, about

90 percent of households in the sample own their home, which allows me to be more in control of

endogeneity bias and the heterogeneity of responses with respect to wealth losses experienced by

home owners and home renters.1

In this study, I use Wave 8 (HRS Main 2006) and 9 (HRS Main 2008) of HRS, which was

conducted between February 2006 and February 2007 and February 2008 and February 2009,

respectively. Since the questionnaires ask the respondents to refer to one year prior to the survey,

HRS 2006 has information on the household’s characteristics in 2005 and HRS 2008 on 2007.

Thus, these responses allow me to examine the household and individual’s characteristics prior to

the wealth shock from the recession. In addition, a subset of the Wave 9 respondents were asked

in 2009 to participate in a supplementary HRS Internet survey, in order to collect information on

households in the ongoing recession. In the 2009 Internet Survey, which was conducted from

March to August 2009, most of the sampled individuals had participated in wave 9 of the HRS and

had reported having Internet access. Its sample consists of 4,415 respondents belonging to 3,438

households, with the sample response rate about 77 percent. This supplementary Internet survey

1Out of 3,124 household observations in the sample, only 338 (10.03%) of the households do not own a home.
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contains information on the wealth losses that respondents have experienced, their consumption

adjustments, and on how they responded to the financial difficulties. I merge the 2009 Internet

Survey with the 2008 main survey, thus ending up with a sample of 3,370 households.

The sample is restricted to couples who are married living with a spouse, and these respondents

were identified by an indicator variable based on the respondent’s household members and their

relationship to the respondent.2 The sample excludes individuals who were divorced at the initial

year of observation and those who were cohabiting or maintaining a long-distance unmarried rela-

tionship. Because the main empirical analysis in this paper utilizes the one-wave lagged values of

all the covariates, I only keep observations that include not only the values of the covariates from

2008 and 2009, but also values from 2006, characteristics before the financial crisis to indicate the

ex-ante bargaining power of the spouses. For this reason, I only include couples that remained

intact for two consecutive interviews of the 2006 - 2008 waves of the HRS Main survey and the

2009 Internet Survey. Families were included in the analytical sample only if neither spouse has

missing data for key variables (financial assets, housing wealth, sex, education, employment status,

income, and all their lagged variables) or was a member of the armed forces, retired, permanently

disabled, on public assistance, or in prison or jail at the start or at the end of an observation period.

These restrictions limited the sample to 2,673 observations, which is about 79% of the original

merged data.

2For individual-level analysis, I also include households with individuals who are single, divorced, or widowed.
This gives me an unequal number of observations for male and female, as seen on Table 1.
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3.1 Dependent Variables, Key Covariates, and Controls

Housing wealth is defined as a gross self-reported value of the primary residence. Financial wealth

is the sum of all individual stocks, bonds, certificates of deposit, and checking/saving accounts.

All variables that indicate the changes in the housing and financial wealth were calculated by

comparing the values from the HRS 2009 Internet Survey with the 2008 HRS Main survey. All

variables used to indicate the couples’ inter-spousal bargaining power were obtained from the 2006

HRS Main survey, including both spouses’ age, levels of education, work status, retirement status,

and annual income. All monetary measures are adjusted for inflation.

The dependent variable, change in consumption, is obtained from the HRS 2009 Internet Sur-

vey, in which the respondents were asked about changes in their total spending during the 2008

recession compared to the previous year (i.e., 2007). They are first asked to indicate whether their

current spending is lower, higher, or has stayed the same. Subsequently, if they indicate that their

spending has changed, they report the percentage change in their total spending.

It is important to note that I am using self-reported values of consumption and wealth changes,

and these self-reported values may not be accurate measures of the actual impact of the recession.

However, what really matters for households’ spending decisions is this perceived loss, and not

the accurately recorded one. It is reasonable to assume that households act on what they think has

occurred, and actual impact matter less for the households’ responses, if the respondents are not

aware of it.

To control for different household characteristics that may affect their consumption patterns

and responses to the economic shock, I use a variety of household characteristics and individual

socio-economic characteristics taken from the HRS Main Surveys. These include education, age,
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household size, working status, retirement status, and annual income. In addition, I use the in-

formation on the respondents’ current income during the recession using the HRS 2009 Internet

Survey. Furthermore, I take into account households’ resources in 2008 by controlling for total

household income and net worth. I control for net household income, net financial wealth, and

net housing wealth, which all have highly skewed distributions. Thus, I use the inverse hyperbolic

sine transformation with the following equation (shown for household income), which allows for

nonlinear effects and is defined for zero and negative values:

IHS(incometotal) = log(incometotal +(income2
total +1)1/2) (1)

where incometotal refers to total household income. This IHS function is asymptotic to the loga-

rithmic one starting from values of household income close to zero (Burbidge et al., 1988). Thus,

an estimated coefficient of such IHS-transformed variable can be interpreted in the same way as a

log variable.

3.2 Defining Key Covariates: Comparative Advantage Variables

To explore the bargaining power hypothesis in the non-unitary model for husbands and wives, a set

of “comparative advantage” variables are used to gauge the relative income and human capital of

the spouses. Data from the HRS Main Survey and 2009 Internet Survey were used to create these

proxies for spouses’ bargaining power.

“Comparative Advantage” is defined in different ways for each covariate, based on previous

literature. Shauman (2010) gathered information from the existing literature about what it means

to be “comparatively advantaged” in a spousal relationship. For a binary variable, Age, a spouse
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is defined to be comparatively advantaged if 1) their age is greater than their spouse’s age when

the older spouse is younger than 65 years (assumed as age of retirement);3 or 2) their age is less

than their spouse’s age when the older spouse is older than 65 years. For the binary variable, Edu-

cational Attainment, a spouse is indicated as having a comparative advantage if 1) his/her highest

educational attainment is a professional degree while their spouse’s is either a college degree, a

high school diploma, or less; or 2) his/her highest educational attainment is a college degree while

their spouse’s is either a high school diploma, or less; or 3) his/her highest educational attainment is

a high school diploma while their spouse’s is less than a high school diploma. A couple is defined

as having spousal equality if both spouses’ highest levels of educational attainment are the same.

For the binary variable, Share of Income, a spouse is indicated as having a comparative advantage

if he/she has higher share of income than their spouse.4 For the ordinal variable, Work Status, a

spouse is indicated as having a comparative advantage if 1) he/she is working full-time while their

spouse is either working part-time or not working or 2) he/she is a part time worker while their

spouse is not working. A couple is defined as having spousal equality if their employment statuses

are the same. For the ordinal variable, Retirement Status, a spouse is indicated as having a com-

parative advantage if he/she is not retired yet, while their spouse is. A couple is defined as having

spousal equality if their retirement statuses are the same (either both retired of neither retired).

3Additional robustness check is made with a numerical variable, age difference between husband and wife.
4share of income is defined as Yi

Yi+Y j
. If one of the spouses is not working, his/her income is imputed as zero, so

share of income of the working spouse would equal to 100%.
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4 Model Specification

4.1 Conceptual Models on the Saving Behavior of a Two-Person Household

Women typically live longer than men and wives are typically younger than their husbands.5 These

statistics may naturally lead to an assumption that saving preferences of married households with

forward-looking members may differ between husband and wife, especially when saving for old

age. This assumption stands in contrast to ”unitary” models of household inter-temporal allocation,

which assume that the household has a single utility function.

For my conceptual model, I build on the simple two-person (husband and wife) two-period

model introduced by Browning (2000), in which there is only one asset–saving. Due to the gender

differences in each spouse’s life prospect, it is assumed that the husband discounts the future more

than the wife. Browning (2000) assumes that there are two-periods with the younger partner sur-

viving to the end of period 2 with certainty, while the older partner faces a probability of survival

equal to λ after the end of period 1 (with 0 < λ < 1). Thus, the utility functions of the two people

are:

ui = u(C1)+λu(C2)

u j = u(C j)+u(C2)

(2)

where Ct is consumption in period t. Note that the only discount factor is for i and this simply

takes account of the probability of survival. In addition, we assume that u(.) is strictly increasing

and strictly concave (Browning, 2000).

5According to data published in May 2016 by World Health Organization, female life expectancy in the US is 81.6
while male life expectancy is 76.9. According to data on age difference in heterosexual married couples by 2013 US
Current Population Survey, only 14.1% of couples have the wife older than her spouse.

13



Household Responses to the 2008 Recession Wealth Shocks J. Lee

In period 1, the couple has given incomes Yi and Y j, respectively for spouse i and j. Building

onto Browning’s model, I also include financial and housing wealth into this model, noted with F

and H, respectively. I define Y = (Yi +Y j) and household’s total wealth as W = F +H. I define

household’s total net value as T = Y +W . I denote the wife’s bargaining power and control over

the resources (defined in more detail in the following section) by ρ . Period 2 household net value

is what is saved from period 1. For simplicity, the real interest rate is set to zero so that the budget

constraint is simply C2 = (T −C1).

In this framework, husband and wife may have different views as to how much of household

resources to save for the future. In order to posit how the household comes to make decisions, I

also adopt a Nash approach that Browning (2000) employs in his model: each person s contributes

to consumption in period 1 from Ys, and any income or wealth left over is saved for the next period

(Browning, 2000). Denoting Si and S j as i and j’s savings decisions, respectively, I have the

following problems for the two agents (spouses):

maxSiu(T −Si−S j)+λu(Si +S j) with 0≤ Si ≤ Yi +W

maxS ju(T −Si−S j)+u(Si +S j) with 0≤ S j ≤ Yj +W

(3)

Now, let π be the individually chosen saving rate in a case such that π is the solution to:

maxπu((1−π)T )+λu(πT ) with 0≤ π ≤ 1

maxπu((1−π)T )+u(πT ) with 0≤ π ≤ 1

(4)

As well as relative incomes, savings decisions will depend on the relative ages of the two

partners (Browning, 2000). As reported in Table 1, the mean differences in age between husband
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and wife are 3.37 years for the samples from HRS. In Table 2, I present the distribution of the

difference in ages. As can be seen there are considerable numbers of households in which the

husband is at least three years older than his wife. In the light of our model it might be expected

that this would lead to disagreement about how much to save for retirement.6 Browning (2000)

assumes that this translates into different propensities to save. I employ this assumption and apply

it to my conceptual model, as discussed in the following section.

In sum, these household saving models take explicit account of the possible differences be-

tween spouses’ preferences for saving for the future. The models suggest that household decisions

depend on the relative bargaining power of the two partners.

4.2 Conceptual Models on Intra-Household Bargaining

As opposed to the unitary model, in a collective model of household behavior, husbands and wives

make joint decisions for the household while trying to maximize individual utility functions. The

determinants of relative bargaining power are discussed more explicitly in cooperative bargaining

models, which are special cases of the general collective model. In ”divorce threat” models, the

sharing of household resources depends upon a threat point that corresponds to the husband’s and

wife’s best options outside the marriage. The bargaining power of each spouse will be a function

of the public and private resources available to divorced men and women, and on conditions in the

remarriage market. In the ”separate spheres” model, the threat point is internal to the marriage,

and is determined by an inefficient non-cooperative marital equilibrium. In this case, measures of

6To illustrate the differences in survival probabilities, demographic information has been taken from National
Center for Health Statistics Life Tables for 2017. Given survival to age 65, the expected lifetime remaining is 17.9
years for a man and 20.5 years for a woman. For a woman aged 62 the expected remaining lifetime is 22.9 years.
Thus, for a couple in which the wife is three years younger than the husband, the difference in expected lifetime given
that both survive until the husband is 65 is 5 years.
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control over resources within the marriage will be the determinants of relative bargaining power

Lundberg et al. (2003).

The unitary household model assumes that individual members pool their incomes and maxi-

mize a single common utility function. For simplicity, I consider a two-period model of consump-

tion, discussed by Lundberg (1997). Suppose that a household maximizes the following utility

function:

u(C) = u(ci,1,c j,1)+λu(ci,2,c j,2) (5)

where λ is the household discount factor, u(C) is the household’s periodic utility function, and cs,t

is the consumption of spouse j, with s ∈ {i, j} at time t.

Now, I consider a simple household bargaining model where individual spouses have poten-

tially divergent preferences. Then, I define a utility function that is specific to the individual, us(C)

where s ∈ i, j and i is the spouse with P(Survival in Period 2) = p, where 0 < p < 1, and j is

the spouse that with P(Survival in Period 2) = 1. 7 Each spouse’s utility function is defined as

following:

ui(C) = ui(ci,1 +λi(p∗ui(ci,2))

u j(C) = u j(ci,1 +λ j(p∗u j(c j,2)+(1− p)∗µ j(c j,2))

(6)

This model is an extension of the existing models where I combine two factors that might influence

each spouse’s preference in inter-temporal consumption and individual discount factors. Note, this

individual-level utility function is egoistic since it only depends on the individual’s own consump-

tion. In each period, spouses divide total income for their consumption and savings. In period 2,

7As mentioned in the literature review on life expectancy by gender and spousal age difference, I assume spouse i
to be usually the husband and j the wife in this model
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there is a possibility that spouse i is deceased and spouse j is widowed. In addition, unlike the

unitary model, total savings also depend on the balance of power because spouses have different

preferences. For example, if the wife has a high discount factor (high λ j), she would prefer to save

more. I can also infer from this model that even when both spouses’ standard discount factors λ

for the future are equal, i’s will discount the future even more, due to their probability of death in

period 2. Assuming that household decisions are on the ex-ante Pareto frontier (Mazzocco, 2004),

I can represent the household’s optimization problem as:

u(C) =ρ[u j(ci,1 +λ j(p∗u j(c j,2)+(1− p)∗µ j(c j,2))]

+(1−ρ)[ui(ci,1 +λi(p∗ui(ci,2))]

(7)

where ρ denotes the wife’s relative bargaining power, 0 < ρ < 1. The household maximizes the

collective welfare function subject to the budget constraints. The constraint for the first period is

the same as that in the unitary model in equation 7. In the second period there is a possibility of

death of spouse i.

5 Empirical Strategy

5.1 Estimation

To test the empirical validity of the unitary household model and the bargaining model, I estimate

a system of equations for change in consumption between pre- and post-recession:

∆cit

cit−1
= α +β

′Wit +ϑ
′Xit + εit (8)
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where the subscript represents household i. Xit is a vector of individual and household charac-

teristics, and it includes total household earnings, housing wealth, and financial assets in inverse

hyperbolic sine transformation, each spouse’s age, education, work status, retirement status, an

indicator for region of residence, and a constant. A vector of key variables is Wit , proxies of the

wife’s relative bargaining power. The parameter β represent the effects of bargaining power on the

household’s change in consumption. The unitary model predicts a cross-equation restriction that

β = 0.

For the analysis, I run two separate regressions using different set of proxies for the relative

bargaining power. First, I use ”share of income” as the proxy for bargaining power, as it has

been often used in the literature (i.e., Browning, 2000; Lundberg & Pollak, 2007). I also run

a separate regression using a set of ”comparative advantage” variables defined in the previous

section, including advantage in education, age, work status, and retirement status. The reason for

doing two different set of regressions is that although share of income is generally recognized as a

good proxy for bargaining power in the literature, individual income was very volatile in this period

after the recession. Therefore, given that the Internet survey was conducted over the span of the

months between 2008 to 2009, the surveyed values of each spouse’s current income may not be the

best proxy of their bargaining power. Thus, I choose other measure of individual characteristics

that are recognized in the literature as good proxies for bargaining power, including education,

age, retirement status, and labor force participation status, which are highly correlated with share

of income, but less volatile.

The core assumption made in this paper in examining households’ responses to unexpected

economic shocks is the standard life-cycle model, in which forward-looking individuals maximize

their lifetime utility by deciding how much to consume over a finite time horizon. I study the
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effect that capital gains and losses on housing and financial assets have on consumption by using a

linear specification, in which the percentage change in consumption (∆C) will be associated to the

percentage changes in the values of housing and financial wealth (HW and FW , respectively) as

well as to various changes over time in a vector of household and individual demographic variables

Xit . With these percentage change specification of the ∆C, HW , and FW variables, the coefficient

results can be interpreted as elasticity of consumption in response to wealth changes. (e.g., if β is

positive, then one percentage loss of wealth leads to β percentage decrease in consumption.)

More importantly, I examine the effect of inter-spousal bargaining power on the households’

responses to the shock. In order to examine this effect, I interact all the changes in wealth variables

with binary variables that indicate whether the wife has a “comparative advantage” on individual

characteristics that are proxies for bargaining power, including education, age, share of income,

work status, and retirement status. Thus, I estimate the following equation:

∆cit

cit−1
= α +β

′Wit× (
∆HWit

HWit−1
)+ γ(

∆HWit

HWit−1
)+δ

′Wit +ϑ
′Xit + εit (9)

∆cit

cit−1
= α +β

′Wit× (
∆FWit

FWit−1
)+ γ(

∆FWit

FWit−1
)+δ

′Wit +ϑ
′Xit + εit (10)

where the subscript i denotes the household, subscript t denotes time, Cit is consumption, ′Wit is a

vector of binary variables indicating wives’ comparative advantage on variables that are proxies for

inter-spousal bargaining power (education, age, share of income, work status, retirement status),

′Xit is a vector of household and individual demographic variables, and εit is the error term.

This specification has been often used in the literature in order to capture the effect of various

factors on changes in consumption. In this framework, the coefficients γ of the variables indicating
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the percentage changes in the values of the housing and financial assets have a straightforward

economic interpretation, representing the elasticity of consumption with respect to those assets. A

positive and statistically significant coefficient would indicate that the more wealth loss that the

household experiences, the more they will save. A statistical significance of the coefficient β of

the interaction terms would indicate that wife’s comparative advantage, and thus higher bargaining

power, have an added effect on the households’ consumption adjustment in response to the shock.

From my hypothesis that women tend to have higher propensity to save, I expect β to be positive

and significant, which would indicate that women’s higher bargaining power would allow them to

influence the household to save more.

For robustness, I also estimate an alternative model. The motivation is that my prediction

about the effect of W on ∆cit
cit−1

is valid after conditioning the latter on the event of decrease in

consumption. I assume a two-stage Heckman decision-making procedure in which households first

decide on changing consumption and, conditional on the decision to change, decide on the amount

of change. More specifically, I first use a probit model to estimate the household’s decision to

make any changes to their consumption in response to the wealth shock. Then in the second stage,

I use the Inverse Mills Ratio (indicated with λ ) on the results from the first stage to estimate the

magnitude of the change. I estimate the following system of equations:

C = {
α +β ′1Wit +β ′2[λ (Wit)−λ (−Wit)]+β ′1Xit +β ′2[λ (Xit)−λ (−Xit)]+ εit if d∗ 6= 0

n/a if d∗ = 0
(11)

where d∗ 6= 0 for deciding to change consumption and d∗ = 0 for deciding to not change con-

sumption. This two-stage model is necessary to check for robustness since the data on perceived
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percentage change in consumption are unavailable for households that reported that they had no

change in consumption. As mentioned earlier, households were first asked if their consumption has

changed at all compared to 2007, and if they respond with a ”yes,” then they were further asked to

report the specific percentage change of consumption. Thus, for households that do not response

with a ”yes” in the first question, the consumption percentage change values are missing. Such

two-step format of the survey question may skew and bias the responses. Consequently, the anal-

ysis on perceived change in consumption would be affected by selection bias. However, the same

variables that influence the household’s initial decision of consumption change also influence how

much the household decides to change. Thus, this two-stage heckman model is used to remove

the selection bias in the OLS estimators by treating the two decisions separately and treating the

second decision conditional on the first.

6 Results

6.1 Descriptive Statistics

The summary statistics in Table 1 show that the average age of the husbands in this sample is 64

and the wives is 61. Both spouses have an average of 14 years of education, which indicates that

the average sample has a college degree. For both husband and wife, about half to the sample

works for pay, which excludes people who are unemployed or not in the labor force. About 36%

of men in the sample are retired while 26% of women are. Lastly, it also shows that wives, on

average, have lower annual income than the husbands.

Furthermore, Table 1 provides descriptive statistics on the couples’ relative characteristics.

21



Household Responses to the 2008 Recession Wealth Shocks J. Lee

Table 1: Summary Statistics on Spousal Characteristics

Variable Name Obs Mean St. Dev.

Individual-Level Characteristics

Husband

Age 2,966 65.538 8.780
Years of Education 2,966 14.318 2.376
Currently Working 2,966 0.541 0.498
Annual Income 2,668 37269 90067
Whether Retired 2,966 0.384 0.487

Wife

Age 3,195 62.647 8.917
Years of Education 3,195 13.977 2.236
Currently Working 3,195 0.514 0.500
Annual Income 3,087 21999 41415
Whether Retired 3,195 0.287 0.453

Relative Spousal Characteristics

Education Advantage - Wife 2,689 0.323 0.468
Age Advantage - Wife 2,689 0.268 0.443

Age Difference (Husband - Wife) 2,689 3.366 5.945
Age Difference More than 3 Years 2,689 0.461 0.499
Age Difference More than 5 Years 2,689 0.348 0.476

Work Status Advantage - Wife 2,689 0.240 0.427
Retirement Advantage - Wife 2,689 0.220 0.414
Earnings Advantage - Wife 2,689 0.276 0.447

Single Earner Households 2,689 0.421 0.483
Wife - Single Earner 1,131 0.546 0.498
Husband - Single Earner 1,131 0.463 0.499

Dual Earner Households 2,689 0.278 0.490
Share of Income - 25 pct 748 0.218 0.240
Share of Income - 50 pct 748 0.419 0.240
Share of Income - 75 pct 748 0.573 0.240

Descriptive statistics are estimated with Stata’s svy:mean command correct for the influences of sampling design and nonindependence of multiple observations
within couples. Samples are weighted by given sampling weights from HRS 2008 data.
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Figure 1: Distribution of Age Difference (Husband - Wife)

It indicates that in about 33% of the couples, the wife has a higher level of education than the

husband. In addition, about 26% of the wives have work status advantage over their husbands

(they work for pay while their husbands do not), and about 30% of them have higher hourly earning

(total annual income divided by total hours worked annually (hours per week * weeks per year)).

Lastly, the average age difference between the spouses is 3.37 years (husband minus wife), and

about half of the sample has the husband at least three years older than the wife, which indicates

that the sample allows me to employ the conceptual models on the saving behavior of a two-

person household that I discussed in the previous section. Figure 1 provides an overview of the

age distribution, which further indicates that the distribution of age difference between husband

and wife is skewed to the left, and the sample is reflective of what the conceptual models predict

about the age difference between spouses that would likely affect individual spouse’s consumption

patterns.

In addition, Table 1 also provides the sample distribution of spousal share of total household

income. In this sample, 28% of the sample is dual earner households, and out of the dual earner

households, Figure 2 indicates that the distribution of share of income is slightly skewed to the

right, which indicates that there are more households with higher husband income. However, as
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Figure 2: Distribution of Wife’s Share of Income

shown in Table 1, there are more single earner households with wife as the sole income earner.

Overall, these summary statistics indicate that the sample has a sufficient variation on household

bargaining power and comparative advantage to run regressions on the effect of bargaining power

on household’s financial decisions.

Table 2 presents the descriptive statistics on households’ financial and housing wealth and con-

sumption in 2006 and 2008. First, it shows that on average, households decreased their consump-

tion by 8 percent from 2006 to the year of recession. The table shows that median total housing

wealth, financial wealth, and household income all decreased in 2008 compared to 2006, and on

average, households experienced negative change in their housing and financial wealth on the year

of recession in 2008. Log difference of these variables show that households experienced about

16% decrease in household income, 6% decrease in housing wealth and 8% decrease in financial

wealth. All these evidence that demonstrates the trend of household wealth loss provides me with

sufficient data to test the households’ responses on unexpected economic wealth shock.
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Table 2: Summary Statistics on Household Wealth

Obs Mean Std. Dev.

% Change in Consumption 1,607 -0.081 0.292

2008

Total Household Income 2,699 56681 84728

Total Financial Wealth 2,699 71556 348761

Total Housing Wealth 2,699 220174 313969

2006

Total Household Income 2,673 72221 121322

Total Financial Wealth 2,673 72892 348394

Total Housing Wealth 2,673 264209 349739

Change in Housing Wealth 2,673 -42974 284846

Change in Financial Wealth 2,673 -5224 271658

Log Difference

Total Household Income 1,597 -0.163 0.900

Total Housing Wealth 2,673 -0.066 0.518

Total Financial Wealth 2,673 -0.080 0.504
Descriptive statistics are estimated with Stata’s svy:mean command correct for the influences of sampling design and nonindependence of multiple observations within

couples. Samples are weighted by given sampling weights from HRS 2008 data.
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6.2 Change in Household Consumption in Response to the Recession: Anal-

ysis with the Spouse Individual-Level Variables

In Table 3, I first present the relationship between household members’ individual characteristics

(that are proxies to individuals’ bargaining power) and their consumption behavior in the 2008

recession. Table 3 Model 1 is a probit regression on the probability of decreasing consumption in

year 2008 relative to 2006 with explanatory variables on the household members’ individual char-

acteristics. It shows that for women, higher levels of education and being employed increase the

probability of decreasing consumption in response to the financial crisis, while such is not statis-

tically significant for men. This result could support the hypothesis that women and men of same

characteristics may have diverging preferences to responding to wealth shocks. Moreover, age is

negatively associated with the likelihood of decreasing consumption for both men and women, and

this supports the existing literature that younger spouses have greater incentive to save for their

future (Lundberg & Ward-Batts, 2000)

Model 2 of Table 3 is an OLS regression on selected sample of the households that decreased

consumption, and the results show the effect of individual characteristics on the extent to which

these households decrease their consumption. Model 2 shows that while more educated wives con-

tribute to greater percentage decrease in consumption, more educated husbands contribute to the

opposite, further supporting the hypothesis that men and women may have differential preference

to savings in response to the wealth shock. Furthermore, husbands’ working status also lessens the

household savings in response to the shock, while such is not necessarily true for the wives. These

gender differential effects of individual characteristics on the household responses to the wealth

shock provide an evidence for the hypothesis that analyzing the consumption patterns of individual
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household members matter beyond solely examining the consumption patterns of households as a

single unit.

Table 3: Individual Characteristics on Consumption Change 2006 vs 2008

(1) (2)

Probit - Decrease
in Consumption

% Decrease in
Consumption

Female
Years of Education 0.05370** 0.00533*

(0.024) (0.002)
Age -0.02404* 0.00134

(0.013) (0.001)
Currently Working 0.26578* 0.00686

(0.135) (0.016)

Male
Years of Education 0.08963 -0.00583*

(0.042) (0.003)
Age -0.02087** -0.00301**

(0.014) (0.001)
Currently Working 0.13339 -0.03648**

(0.163) (0.016)

Observations 2,673 1,607
Additional controls include IHS forms of total household financial assets, total household income, and total housing assets, and geographic region. The data are

from HRS Main 2006, Main 2008, and Internet 2009 Surveys. The sample is restricted to couples that cohabited at least two consecutive years in the panel data,
and all spouses have no missing values for the key covariates. The dependent variable for probit regression is a binary variable that equals 1 if the percentage
change in consumption is less than zero, and 0 otherwise. The dependent variable for second-stage heckman OLS regression is a continuous variable ranging
from 0 (exclusive) to 100, and it indicates the amount of percentage decrease in consumption. The dependent variable for OLS regression is a continuous variable
ranging from -100 to 100, and positive values indicate increase in consumption while as negative values indicate a decrease in consumption. The table presents
estimated coefficients with robust standard errors in parentheses. Observations are weighted by the appropriate sampling weight provided by the HRS 2008 data,
and income and wealth values are adjusted to inflation with the base year as 2015 using price index values provided by BEA. Statistically significant coefficient
estimates are indicated by a single asterisk (p ¡ 0.10), double asterisk (p ¡ 0.05), or triple asterisk (p ¡ 0.01).
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6.3 Change in Household Consumption in Response to the Recession: Anal-

ysis with the Relative Spousal Characteristics Variables & Comparative

Advantage Model

As the previous section suggests, the characteristics of each spouse have different gendered effects

on households’ responses to the wealth shock. In this section, I further analyze such impact of

individual characteristics on consumption by analyzing them in relation to their spouses’ charac-

teristics. As noted in the literature review section, spouses have different levels of influence on the

intra-household decisions depending on their individual characteristics relative to their partners’. I

show how the relative characteristics of the spouses influence consumption responses.

Table 4 Model 1 presents results of a probit regression on the probability of decreasing con-

sumption from year 2006 to 2008 with spousal relative characteristics as key covariates. The

regression results show that wives’ advantages in education, age, and working status significantly

increase the probability of consumption decrease in 2008 recession, compared to spousal equality

in these categories. Furthermore, Table 4 Model 2 shows that out of households that decreased

their consumption in 2008, wives’ comparative advantage on working status and retirement status

further increase household savings in the year of recession. This supports the evidence that house-

holds with higher female bargaining power via higher share of household income tend to save more

in response to the recession.

In addition to the regressions using comparative advantage variables, I also run regressions

using share of income as a proxy. Table 4 Model 1 shows that when wife has higher share of

income than her husband, the likelihood of decrease in consumption in response to the recession

increases by 5%, and wife’s advantage in share of income also increases the amount of which the
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Table 4: Relative Spousal Characteristics on Consumption Change 2006 vs 2008

(1) (2)

Probit - Decrease
in Consumption

% Decrease in
Consumption

Education - Wife Adv 0.03021* 0.00166

(0.015) (0.018)

Age - Wife Adv 0.00559*** 0.04072

(0.002) (0.030)

Working Status - Wife Adv 0.10932* 0.06954***

(0.056) (0.022)

Retirement Status - Wife Adv -0.05290 0.05822***

(0.058) (0.022)

Share of Income - Wife Adv 0.05390** 0.02599*

(0.027) (0.015)

Observations 2,673 1,607
Additional controls include IHS forms of total household financial assets, total household income, and total housing assets, and geographic region. The data are

from HRS Main 2006, Main 2008, and Internet 2009 Surveys. The sample is restricted to couples that cohabited at least two consecutive years in the panel data,
and all spouses have no missing values for the key covariates. The dependent variable for probit regression is a binary variable that equals 1 if the percentage
change in consumption is less than zero, and 0 otherwise. The dependent variable for second-stage heckman OLS regression is a continuous variable ranging
from 0 (exclusive) to 100, and it indicates the amount of percentage decrease in consumption. The dependent variable for OLS regression is a continuous variable
ranging from -100 to 100, and positive values indicate increase in consumption while as negative values indicate a decrease in consumption. The table presents
estimated coefficients with robust standard errors in parentheses. Observations are weighted by the appropriate sampling weight provided by the HRS 2008 data,
and income and wealth values are adjusted to inflation with the base year as 2015 using price index values provided by BEA. Statistically significant coefficient
estimates are indicated by a single asterisk (p ¡ 0.10), double asterisk (p ¡ 0.05), or triple asterisk (p ¡ 0.01).
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household decreases consumption, according to the results in Model 2.

6.4 Household Consumption in Response to Wealth Shock: Financial Wealth

In this section, I further analyze the influence of intra-household bargaining power on the house-

holds’ response to the wealth shock from the 2008 recession by specifically examining the differ-

ential effects of wealth shock on household consumption depending on inter-spousal bargaining

power.

First, on Table 5, the key covariate—change in financial assets—indicates that when a house-

hold experiences 1 percentage loss in financial assets, the likelihood of decreasing their consump-

tion increases by 6 percent. The regression results provide evidence on the effects of bargaining

power on households’ differential responses to the financial loss. The coefficient of the interaction

term between the change in financial assets and wife-advantage on education demonstrates that

wife’s comparative advantage on education attainment increases the likelihood of decreasing con-

sumption by an additional 6 percent for 1 percentage loss in financial assets. Similarly, wife’s work

status advantage also increases the likelihood of consumption decrease by an additional 5 percent

when the household experiences financial wealth loss. Furthermore, Model 2 of Table 4 shows

that, out of the households that decreased their consumption in 2008, wife’s work status advantage

further increases the magnitude of household savings.

Lastly, Model 3 of Table 5 presents results for an OLS regression on percentage change in

consumption with explanatory variables including the natural logarithm of households’ financial

wealth loss from 2006 to 2008 and its interactions with variables that are proxies for inter-spousal

bargaining power. The coefficients of the interaction terms indicate that wife’s comparative ad-
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Table 5: Gender Differential Effect of Household Financial Wealth Change on Consumption

(1) (2) (3)

Probit - Decrease
in Consumption

% Decrease in
Consumption

% Change in
Consumption

∆ Financial Assets -0.06139** 0.00421 0.00401

(0.020) (0.009) (0.011)

∆ Financial Assets * Education - Wife -0.06389** -0.00965 0.05407***

(0.022) (0.014) (0.020)
Education - Wife-Adv 0.10464 0.01127 0.00165

(0.269) (0.024) (0.031)

∆ Financial Assets * Age - Wife -0.32909 -0.03069* 0.04530

(0.233) (0.019) (0.043)
Age - Wife-Adv -0.22692 0.00088 0.02133

(0.275) (0.024) (0.030)

∆ Financial Assets * Work - Wife -0.15524* 0.03196 0.06970***

(0.035) (0.020) (0.026)
Work Status - Wife-Adv 0.16350 0.05044** 0.04467

(0.268) (0.023) (0.029)

∆ Financial Assets * Retirement - Wife -0.13977 -0.02819 0.04419*

(0.235) (0.022) (0.027)
Retirement Status - Wife-Adv 0.11113 -0.04065* 0.02741

(0.243) (0.023) (0.029)

∆ Financial Assets * Income - Wife -0.04681** 0.01540* 0.02926**

(0.021) (0.011) (0.015)
Share of Income - Wife-Adv -0.03061 0.02138 -0.00374

(0.026) (0.013) (0.019)

Observations 2,673 1,607 2,673
Additional controls include IHS forms of total household financial assets, total household income, and total housing assets, and geographic region. The data are from HRS Main 2006, Main 2008, and

Internet 2009 Surveys. The sample is restricted to couples that cohabited at least two consecutive years in the panel data, and all spouses have no missing values for the key covariates. The dependent
variable for probit regression is a binary variable that equals 1 if the percentage change in consumption is less than zero, and 0 otherwise. The dependent variable for second-stage heckman OLS
regression is a continuous variable ranging from 0 (exclusive) to 100, and it indicates the amount of percentage decrease in consumption. The dependent variable for OLS regression is a continuous
variable ranging from -100 to 100, and positive values indicate increase in consumption while as negative values indicate a decrease in consumption. The table presents estimated coefficients with
robust standard errors in parentheses. Observations are weighted by the appropriate sampling weight provided by the HRS 2008 data, and income and wealth values are adjusted to inflation with the
base year as 2015 using price index values provided by BEA. Statistically significant coefficient estimates are indicated by a single asterisk (p ¡ 0.10), double asterisk (p ¡ 0.05), or triple asterisk (p ¡
0.01).
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vantage in education, work status, and retirement status have statistically significant effects on the

households’ consumption change in response to financial wealth shocks. The coefficients indicate

that higher female bargaining power contributes to higher elasticity of savings in response to hous-

ing wealth shocks, and households tend to save more in response to the decrease in financial assets

from the wealth shock.

Alternatively, I run separate set of regressions by using wife’s share of total household income

as a proxy for bargaining power. As seen on Table 5 Model 1, such alternative specification also

supports the previous results in that if the wife contributes more to the total household income,

the household is more likely to decrease consumption in response to the shock on financial assets.

Further, Model 2 shows that wife’s share of income also plays a statistically significant role in

increasing the amount of savings. Lastly, Model 3 indicates that household’s elasticity of con-

sumption also increases as the wife’s bargaining power is higher. All these results are consistent

with the results obtained from ”comparative advantage” variables.

6.5 Household Consumption in Response to Wealth Shock: Housing Wealth

Table 6 shows the results of the similar regressions, but on the changes in housing wealth instead of

the financial assets. Table 6 Model 1 shows that 1 percent decrease in housing wealth increases the

likelihood of consumption decrease by 8 percent, which indicates that housing wealth loss had a

bigger impact on household savings than financial wealth loss. Furthermore, the probit regression

results show that a wife’s work status advantage further increases the likelihood of decrease in

consumption by an additional 12 percent in response to a percent decrease in housing wealth.

Additionally, Table 6 Model 2 shows that out of households that decreased their consumption in
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2008, a wife’s education advantage further increases the magnitude of the household savings by

0.3 percent, in response to a percent decrease in housing wealth.

Lastly, Table 6 Model 3 shows an OLS regression on percentage change in consumption with

explanatory variables including the natural logarithm of households’ housing wealth loss and its

interactions with variables that are proxies for inter-spousal bargaining power. The results indicate

that wife’s work status advantage and retirement status advantage have significant effects on the

household’s response to the housing wealth shock, and the positive coefficients indicate that higher

female bargaining power contributes to a higher elasticity of saving in response to housing wealth

shock, and thus households tend to decrease consumption even more in response to the decrease in

its housing wealth.

Alternatively, the results from regressions using the wife’s share of total household income as

a proxy for bargaining power also support the previous results. Model 1 of Table 6 indicates that

although wife’s bargaining power has no incremental effect on the likelihood of increasing savings

from the housing wealth loss, households with higher-earning wives have 5% higher likelihood of

increasing consumption in response to the recession. Further, Model 2 shows that out of house-

holds that do save more, wife’s share of income increases the amount of savings. Lastly, Model

3 indicates that household’s elasticity of consumption also increases as the wife contributes more

to the household income. All these results are consistent with the results obtained from alternative

specifications using the ”comparative advantage” variables.
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Table 6: Gender Differential Effect of Household Housing Wealth Change on Consumption

(1) (2) (3)

Probit - Decrease
in Consumption

% Decrease in
Consumption

% Change in
Consumption

∆ Housing -0.08549** -0.00453 0.00896

(0.021) (0.014) (0.018)

∆ Housing * Education - Wife 0.11810 -0.00326** 0.00182

(0.387) (0.001) (0.043)
Education - Wife-Adv 0.10662 0.00677 0.01339

(0.398) (0.022) (0.020)

∆ Housing * Age - Wife 0.08952 -0.04729 0.23582***

(0.507) (0.030) (0.083)
Age - Wife-Adv -0.08812 -0.00405 0.01447

(0.467) (0.023) (0.025)

∆ Housing * Work Status - Wife -0.13109* 0.00082 0.02524**

(0.060) (0.015) (0.011)
Work Status - Wife-Adv -0.12836* -0.04807* -0.05873

(0.043) (0.029) (0.041)

∆ Housing * Retirement - Wife 0.19226* -0.00836 0.02604*

(0.101) (0.015) (0.015)
Retirement Status - Wife-Adv -0.15367* 0.06054 0.04433

(0.833) (0.036) (0.048)

∆ Housing * Income - Wife 0.02891 0.06546** 0.03843**

(0.083) (0.035) (0.021)
Share of Income - Wife Adv 0.05035** 0.02388 0.01416

(0.029) (0.018) (0.022)

Observations 2,673 1,607 2,673
Additional controls include IHS forms of total household financial assets, total household income, and total housing assets, and geographic region. The data are from HRS Main 2006, Main 2008, and

Internet 2009 Surveys. The sample is restricted to couples that cohabited at least two consecutive years in the panel data, and all spouses have no missing values for the key covariates. The dependent
variable for probit regression is a binary variable that equals 1 if the percentage change in consumption is less than zero, and 0 otherwise. The dependent variable for second-stage heckman OLS
regression is a continuous variable ranging from 0 (exclusive) to 100, and it indicates the amount of percentage decrease in consumption. The dependent variable for OLS regression is a continuous
variable ranging from -100 to 100, and positive values indicate increase in consumption while as negative values indicate a decrease in consumption. The table presents estimated coefficients with
robust standard errors in parentheses. Observations are weighted by the appropriate sampling weight provided by the HRS 2008 data, and income and wealth values are adjusted to inflation with the
base year as 2015 using price index values provided by BEA. Statistically significant coefficient estimates are indicated by a single asterisk (p ¡ 0.10), double asterisk (p ¡ 0.05), or triple asterisk (p ¡
0.01).
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7 Discussion

In this paper, I examine the effects of the recent crises in the US housing and stock markets on

household spending, using recently available HRS data for the population aged 50 and above.

Particularly, I examine the impact of the inter-spousal bargaining power on the household level fi-

nancial decisions. I find that housing and financial wealth losses have a substantial negative effect

on household consumption. More importantly, using relative spousal characteristic variables that

are proxies for inter-spousal bargaining power, I demonstrate that inter-spousal bargaining power

contribute to differential consumption responses to the wealth shocks, and that higher female bar-

gaining power does indeed influence household-level decisions to be more aligned with female

individual consumption preference. This is consistent with the literature related to gender differ-

ences in consumption and savings behavior that women have higher propensity to save, and these

results also support the non-unitary bargaining models of household decisions in that inter-spousal

relative characteristics do matter when it comes to household decisions.

There are several limitations to this research. First, there could be some bias from measure-

ment error induced by the nature of the survey questionnaire and responses. Most importantly,

as mentioned in the data section, the key dependent variable of this study-percentage change in

consumption-is obtained via two-step survey questions: The survey first asks the respondents if

they have changed their consumption at all during the year of 2008, and conditional on their re-

sponse, they were asked to report the percentage of change. Thus, it is reasonable to assume that

respondents whose consumption change is close to zero may report that there were no change,

instead of reporting the exact value of the change, even if it’s small and close to zero. Thus, this

may influence the distribution of the responses to be clustered at the higher percentage values at
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both ends, with a big drop of responses near zero.8 However, this measurement error is only likely

to underestimate the coefficients analyzing the effect of wealth shock on consumption, since the

results would not fully reveal the effect of shock on smaller consumption changes.

Second, as mentioned earlier, the results from this study cannot be generalized to the entire

U.S. population, as it specifically examines the sample with age over 50. It is reasonable to assume

that consumption and saving preferences of younger population are different, and the conceptual

underpinnings of this study may not be as applicable. For example, the gender differences in

saving preferences may not be as apparent for younger population. There are several studies that

examine the cause of gender difference in risk aversion and savings preferences, and Schubert et

al. (1999) demonstrate that one of the reasons could be due to the fact that women tend to be less

financially literate. However, it is reasonable to assume that as more women become involved in

the labor force, their financial literacy, saving options, and thus saving preferences may become

more similar to that of men. Moreover, this sample is also not representative of the population

because HRS has a very high representation of white population. 9 This is also due to the fact that

the sample only includes individuals of age 50 and older. Thus, due to these reasons, this research

should be further pursued with more data.

Overall, this study provides an insight to important topic regarding household consumption and

savings. In the past, most families were single-earning households (usually husband as the single

earner), so household-level financial decisions and savings patterns tended to be more homoge-

neous, as male spouses usually had control over the household resources. However, as the number

of dual-earner couples increase, it is important to recognize that households’ financial decisions

8A histogram of the distribution of the responses supports this hypothesis, and it is available upon request.
9For both men and women, sample is about 90% white.
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and savings patterns may now be more influenced by different household gender dynamics, and

understand how gender might play into household-level decisions. While there are a vast num-

ber of research done on the topic of household consumption and savings, less attention is given

to how gender might play into it. However, the results from this paper testify that it is crucial

to consider intra-household gender dynamics as a highly influential factor when examining and

analyzing household’s consumption patterns and responses to macroeconomic changes.
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