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Bargaining with Grandma @ 3
The Impact of the South African Pension
on Household Decision-Making

Kate Ambler

ABSTRACT

I examine how an exogenous change in individual income affects decision-
making in the household. Using the age discontinuity in eligibility for the South
African pension, I find that eligible women are 15 percentage points more likely
to be the primary decision-maker in the household than noneligible women.
This corresponds with a large increase in their share of household income.
There are no parallel effects for men. Due to labor force withdrawal, male
income does not increase with eligibility, suggesting that their status in the
household is unchanged.

1. Introduction

The growing importance of cash transfers as an antipoverty tool in the
developing world has highlighted the importance of understanding how households make
decisions and allocate resources. Over the past three decades the theory of household
resource allocation has evolved from unitary models that treat the household as a single
entity (Samuelson 1956; Becker 1974; Becker 1981) to models that argue that prefer-
ences may vary within the household and that the distribution of bargaining power
across household members will determine intrahousehold decision-making dynamics
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(Chiappori 1988; Chiappori 1992; Lundberg and Pollack 1993; Lundberg and Pollack
1994; Manser and Brown 1980; McElroy and Horney 1981). This shift has been sup-
ported by a growing amount of empirical evidence rejecting the predictions of the
unitary model. However, these papers are largely based on the reduced form effect of
income transfers on household outcomes, negating the unitary model but providing little
specific evidence in support of alternative explanations. This paper addresses this gap in
the literature by examining the effects of changes in income dynamics on direct mea-
sures of household decision-making, utilizing the age discontinuity in eligibility for the
South African pension.

Empirical work on this topic has generally focused on rebutting the predictions of
the unitary model by examining outcomes after exogenous changes in income. The
unitary model has been rejected when it has been shown that these outcomes differ by
the gender of the recipient. If the model held the identity of the recipient should not
matter. For example, using the South African pension, Duflo (2003) finds that living
with an eligible female leads to improvement in nutrition indicators of girls (but not
boys) while male pension-eligibility has no effect on child nutrition." These papers
provide convincing evidence that control of resources matters and have resonated in
the policy community. In fact, due to studies that suggest that money given to or controlled
by women is spent in more productive ways than money given to men, particularly for
children’s outcomes (Thomas 1990,1994; Duflo 2003), many cash transfer programs
specifically target women.

This paper will use the South African pension to study how a permanent, large, and
plausibly exogenous change in individual income affects the identity of the primary
decision-maker in the household. This analysis is motivated by a standard collective
approach where a household maximizes the weighted sum of its members’ utility
functions subject to a budget constraint (Chiappori 1988, 1992). The influence that each
family member’s preferences have on the ultimate allocation of resources (usually
termed bargaining power in the empirical literature) is represented by the weight at-
tached to his or her utility function. Existing theory and empirical evidence show that
bargaining power is determined by a combination of many factors within the household
including education, income, assets, and governmental policies that determine rights
both within and outside of mam'age.2 In this paper [ will be concentrating on the role of
just one of these factors, individual unearned income. The collective approach is a
general framework that encompasses many more specific models of household be-
havior, including well-known models that specify bargaining solutions (Manser and
Brown 1980; McElroy and Horney 1981). Because the goal of this paper is only to show
that decision-making is moved by changes in the assumed components of bargaining
power, the general framework is appropriate.3

Given that bargaining power is a composite measure of many components it cannot
be directly measured. However, the expansive existing literature on the topic strongly
links the concept of bargaining power to intrahousehold decision-making dynam-
ics; bargaining power affects decision-making, which in turn affects household outcomes

1. Other examples include Lundberg, Pollack and Wales (1996) and Qian (2008).

2. See Doss (2013) for a review.

3. In fact, this discussion could apply to many models in which decision-making is moved by changes in the
components of bargaining power, including those which allow for inefficient outcomes.
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(Lundberg and Pollak 1996; Duflo 2012; Browning, Chiappori, and Weiss 2014).
Although decision-making in the household is a complex and difficult to measure
process, it can be represented through survey questions, such as those used in this
study, that ask respondents about which household members are involved in making
decisions. These questions provide information about the decision-making process,
which will allow for a concrete test of the hypothesis that changes in the components
of relative bargaining power (in this case individual income) affect decision-making.

The structure of the pension is such that a vast majority of the black population
qualifies by meeting an age requirement for eligibility, allowing for a clean analysis
of the causal impacts of the pension using the age requirement to employ a regression
discontinuity design. Using the first wave of the South African National Income Dynamics
Survey (NIDS) collected in 2008, I find that age-eligibility for the pension results in
women being 13 to 17 percentage points more likely to be the primary decision-maker in
their household. Decision-making refers to day-to-day purchases or to a summary measure
indicating decision-making in all four categories listed on the survey. There is no corre-
sponding effect at the age of eligibility for men. The evidence suggests that this increase in
decision-making power for women comes through a reduction in the decision-making
power of older men and household disagreement about who is the decision-maker.

The argument that these changes in decision-making are evidence of increased bar-
gaining power for eligible women is strengthened by an analysis of personal income
share, defined as the percentage of household income that can be attributed to a certain
household member. Personal income share is precisely the component of bargaining
power that pension receipt should directly affect, and it is highly correlated with
reported decision-making power for both men and women. Mirroring the results for
decision-making, income share increases significantly with pension-eligibility for
women but not for men. The concurrence of the income share and decision-making
results is strong evidence that pension receipt is shifting bargaining power and subse-
quently decision-making dynamics in households with elderly women. The lack of
changes in income share and decision-making for men is puzzling, given that men also
receive the pension at the age of eligibility. However, I show that the pension income is
offset by a corresponding reduction in male labor income. Male status in the household
may not be affected by pension-eligibility.

I additionally find that the increase in female pension-eligibility translates into pos-
itive household-level impacts. These results, like those in Duflo (2003), seem to support
the argument that transfers should be directed toward women and not men. However, the
income share results suggest that there are no changes in household outcomes when men
become pension-eligible, not because their preferences for expenditures necessarily
differ but because the pension may not change their bargaining power. Therefore, there
is no reason to expect changes in household outcomes with male eligibility. Indeed, an
analysis of the 1993 data used in Duflo (2003) shows a similar pattern: increases in
income share at pension-eligibility for women but not for men. These results suggest
that large transfers can have complex impacts on household income patterns and that
results such as those in Duflo (2003) should be interpreted carefully before drawing the
policy conclusion that money is better directed to women than men.

This paper is related to a small number of other studies that also have examined
how income is related to decision-making. Anderson and Eswaran (2009) find that, in
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Bangladesh, women’s earned income has a larger impact on their participation in
household decisions than unearned assets. Additionally, independent income gen-
eration affects decision-making power while working on a husband’s farm does not.
These results suggest that it is control of income, rather than contribution to income
generation, that is most important in determining bargaining power. De la Briere and
Quisumbing (2000) find that transfers from the Progresa conditional cash transfer
program in Mexico had a negative effect on the husband being the sole decision-
maker in five of eight decision-making categories. However, all results are small, and
because Progresa was not initially known to be permanent at the time of the evaluation,
these results may not be generalizable to permanent increases in income. Additionally,
because Progresa transfers were only made to women a comparison of the effects across
genders is not possible.

Additional studies have considered whether providing women with access to finan-
cial services and employment increases their decision-making power. An evaluation of
microfinance in India finds no effects on female decision-making or child health
(Banerjee et al. 2015). However, a study that provided commitment savings accounts in
the Philippines found that women with below-median decision-making power at
baseline who were offered the savings account show improvements in an index of
decision-making variables (Ashraf, Karlan, and Yin 2010). Additionally, Majlesi (2014)
finds that improved employment opportunities for women in Mexico increases the share
of household decisions made by wives.*

The paper proceeds as follows: Section II provides background on the pension and the
data used in this paper. Section III discusses the identification strategy. Section IV
provides the analysis of impacts on decision-making, Section V discusses the analysis of
income share, and Section VI provides discussion and additional analysis. Section VII
discusses the effects of household reorganization, and Section VIII concludes.

I1. Background

A. The South African Pension

The government old age pension in South Africa is a generous, monthly cash transfer for
older adults. Eligibility is determined by age and a means test. Women ages 60 and older
are eligible for the pension. At the time the data used in this paper was collected, men did
not become eligible until age 65.° The means test considers only the income of the
individual and spouse and is such that the vast majority of the black population easily
qualifies (even if labor income is considered) but the majority of whites and those with a
separate pension do not (Lam, Leibbrandt, and Ranchhod 2006). Therefore, my analysis
is restricted to the black population.

4. All the studies discussed in this paragraph and the previous one also draw a direct link between bargaining
power and survey based decision-making questions.

5. In 2008 alaw was passed to equalize the age of eligibility between men and women by 2010. This was done
in stages and the male age of eligibility immediately dropped to 63 (SouthAfrica.info, 2008). Because the law
was enacted in mid-2008 and the data used in this paper were largely collected in the first half of 2008, the age of
eligibility for men will be considered to be 65 for the purposes of this analysis. Fewer than 5 percent of the
elderly men in the sample used in this study were interviewed in the second half of 2008.
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In 2008, 86 percent of age-eligible men and 92 percent of age-eligible women report
receiving the pension (author’s calculations from NIDS). The maximum benefit was
R870 per month during most of the survey period, and was raised to R940 per month as
work was concluding. Although the means test does allow for some phase out of benefits
above certain income levels, in practice fewer than 15 percent of recipients in 2008
report receiving less than the maximum amount.® This maximum of R870 was two times
the monthly median per-capita household income of noneligible older women and 1.6
times the monthly median per-capita income of noneligible older men in the survey
data—a substantial sum for most recipients.

Because the pension is large and widespread, there has been extensive research on its
impact. Studies include analyses of pension takeup patterns and behavioral changes
(Case and Deaton 1998), impacts on labor markets (Bertrand, Mullainathan, and Miller
2003; Posel, Fairburn, and Lund 2006; Lam, Leibbrandt, and Ranchhod 2006; Ranch-
hod 2006; Ardington, Case and Hosegood 2009; Abel 2013), child outcomes (Duflo
2000; Duflo 2003; Edmonds 2006), private transfers to the household (Jensen 2003), and
household composition (Edmonds, Mammen, and Miller 2005; Hamoudi and Thomas
2014).” This is the first study to directly examine how this change in income affects
decision-making dynamics within the household.

B. Data

This paper utilizes data from the first wave of the National Income Dynamics Survey
(NIDS) conducted in 2008. NIDS is a nationally representative survey of approximately
7,300 households and 28,250 individuals. Detailed information was collected both at
the household and individual level through a household survey, individual adult surveys
for people age 15 and over, and child surveys for children under 15. This data set is the
first wave of a long-term panel study and Waves 2 and 3 are also available. However,
certain changes (described in Section IV and online Appendix A)® in the data collection
protocols between Wave 1 and Waves 2 and 3 make Wave 1 a more suitable data set to
answer the questions of interest in this study. Therefore, although I present some ana-
lyses incorporating Waves 2 and 3, I focus on the original sample in Wave 1 as my main
sample of interest.

The principal variables of interest are derived from the decision-making section of the
individual adult questionnaire. Respondents were asked who in their household makes
decisions in four categories: day-to-day household expenditures; large unusual pur-
chases such as appliances, vehicles, or furniture; who is allowed to live in the household;
and decisions about where the household should live.? Interviewers note the person code
of the main decision-maker, and if the decision-making is joint, they also note the person
code of the second decision-maker.

6. The exchange rate over the survey period ranged from seven to eight South African Rand to the United States
dollar.

7. There are also a number of studies addressing the impacts of the Brazilian public pension on education,
health, and child labor. See Ponczek (2011) and de Carvalho Filho (2012).

8. All online appendices can be found at https://uwpress.wisc.edu/journals/pdfs/JHRvS51n04_article04_
Ambler_Appendix.pdf.

9. T do not utilize a fifth category, where children should go to school, because it is asked only of respondents
with school aged children.
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I define indicator variables for each decision-making category that are equal to one if
the person is the primary decision-maker in the relevant category and zero otherwise. I
also create an indicator variable denoting if the person is the primary decision-maker in
all four categories. I consider someone to be the primary decision-maker if everyone in
the household who answered the question listed this person as the main decision-maker.
The percentages of older women and men who are the primary decision-maker in each
category and in all four categories are listed in the bottom panel of Table 1. Both older
men and older women are highly likely to be the primary decision-maker in their
households. The results in this paper are robust to defining the decision-making vari-
ables using only the self reports of the person in question.

These decision-making variables are a discrete representation of a complex under-
lying process, and it is therefore important to understand how they map to the collective
framework described in Section I. Each household member’s bargaining power in the
collective model can be modeled as a continuous latent variable. The decision-making
variable, as a representation of that bargaining power, will be equal to one if an indi-
vidual’s bargaining power passes a certain threshold and zero otherwise. The content of
the question (identity of the primary decision-maker) is such that the threshold is an
important one but the binary nature of the questions does not allow the analysis to
identify small changes in bargaining power or changes for those who were very far away
from the threshold.

Given that these variables are by necessity a subjective and simplified measure of
abstract household behavior, it is useful to consider in more detail whether they actually
measure individual capacity to influence household decisions. One concern is that
different types of people within the family may interpret these questions differently. For
example, the data shows that family members do not always agree on the identity of the
decision-maker. I address this by defining someone to be the decision-maker only if
everyone in the household agrees.

An additional concern is that it is not immediately clear how to interpret the different
categories of decision-making. What does it mean if someone is listed as the decision-
maker in one category but not another, and how do these categories interact with each
other? Although the survey does not directly answer these questions, it is important to
note the responses are highly correlated across categories. Ninety percent of respondents
are indicated to be the decision-maker in either zero or all four categories. In addition to
this observation, I approach this issue directly by examining both the patterns related to
the individual categories and cases where an individual is indicated to be the primary
decision-maker in all four categories. By studying cases where everyone agrees and
where individuals are named in all four categories, it is difficult to argue that the
indicated person does not hold important influence over household decisions. This
approach then comes with the caveat that I will identify changes in the person with
substantial influence over the household but may miss more subtle changes in house-
hold dynamics.”

10. An additional issue is that different circumstances may affect how people answer this question. For
example, if pension receipt changed the way in which respondents interpreted the question in a way that was not
consistent with changes in decision-making, this could affect the results of my analysis. Thus, the results should
be interpreted with this in mind.
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Table 1
Summary Statistics for Adults Aged 50 to 75

Women Men

Not Not
eligible Eligible eligible Eligible

Demographics

Age (mean) 543 (2.8) 66.8(4.5) 559 (4.2) 69.2 (3.0

Household size (mean) 513.0 51@3B.0) 4630 5332

Years of schooling (mean) 43¢4.0) 2835 494.1) 28@3B4

Rural (percent) 63.4 71.7 55.7 75.3

Married (percent) 46.7 32.7 73.8 78.8

Presence of child under fifteen 71.9 73.8 60.1 69.2
(percent)

Presence of child under five 42.7 40.9 32.0 43.0
(percent)

Presence of man (woman) 35.6 28.3 42.4 70.2
50+ (percent)

Presence of woman 18-49 (percent) 51.6 53.9 56.3 58.4

Presence of man 18—49 (percent) 45.1 45.1 352 40.9

Income and employment

Employed (percent) 429 16.3 54.1 21.0

Per-capita hh income (median) 428 482 514 570

Personal income (median) 635 940 870 870

Personal income as percent 31.5 47.9 36.0 39.8

of total hh income (median)

Pension receipt

Received pension (percent) 9.2 90.8 8.2 85.0
Amount received (median, 885 870 920 870
conditional on receipt)

Is primary decision maker for

Day-to-day purchases (percent) 60.8 67.7 55.9 62.0
Large, unusual purchases (percent) 57.9 64.9 64.1 66.5
Who can live in household (percent) 55.7 64.6 68.4 71.7
Where household lives (percent) 55.4 64.3 69.5 71.0
All four categories (percent) 53.1 61.6 53.5 58.8
Observations 932 862 830 279

Notes: Author’s calculations from 2008 NIDS. Standard deviations for means are in parentheses. Number of
observations is based on black individuals aged 50—75 with nonmissing values for decision-making on day-to-
day purchases, which is the main regression sample. All money amounts are in South African rand, the
exchange rate varied from 7 to 8 rand to the U.S dollar over the survey period. Employment is defined as
working in any capacity including casual labor, self employment, and own farm labor. Personal income is any
income that can be attributed directly to the individual. Decision-making variables are dummy variables for
whether everyone in the household agrees that the individual is the primary decision-maker in that category.
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Table 1 presents summary statistics for the sample of older adults that will form the
main analysis sample broken down by gender- and pension-eligibility. Differences in
several key variables including years of schooling, residence in a rural area, percent
married, and employment status are evident. For example, 63 percent and 72 percent of
noneligible and eligible women live in rural areas and 43 percent and 16 percent of
noneligible and eligible women are employed. These differences alone do not invalidate
the empirical strategy; pension-eligible adults are older than almost-eligible adults, and
these statistics reflect age trends. Consequently, the analysis will control for age, esti-
mating a break in a smooth trend at the age of eligibility.

Table 1 also shows that elderly adults tend to live in extended family households;
more than half live with a younger woman and a lower but meaningful fraction live with
ayounger man. Many also live with an older adult of the other gender, and that number is
higher for men than women. The presence of other adults in these households makes the
analysis of decision-making particularly interesting because the options for the deci-
sion-maker are greater than just the older adult and spouse. Studies of decision-making
often are concentrated on spouses but the presence of multigenerational households in
this sample and the format of the survey question allows for the examination of decision-
making across a variety of household members.

I11. Identification Strategy

Although a simple comparison of those who receive the pension with
those that do not would confound the impacts of the pension with systematic dif-
ferences between the two groups, the age requirement for eligibility provides a
discontinuity in receipt of the pension that allows for estimation of its causal impact
at the age of eligibility using a regression discontinuity design. Because the means
test for eligibility is not binding for the vast majority of black South Africans, this
paper (and other studies on the pension) considers only the age-eligibility rule when
determining pension impacts. My analysis compares people who are age-eligible
for the pension to those who are almost eligible. The identification assumption
underpinning the results is that individuals just below pension-eligibility differ
from those just above eligibility only through the effect of the pension itself. Even
though age trends independent of the pension are expected in many outcome vari-
ables (including household decision-making), these trends should not result in large
changes right at the age of eligibility. Therefore, discontinuous changes in outcomes
that occur at age 60 for women and age 65 for men can be causally attributed to
the pension.

The plausibility of the identification assumption is greater the more similar are the
individuals included in the analysis. Consequently, as in Edmonds (2006) I limit my
estimation sample to black adults who are 50 to 75 years old. Identification still may
be threatened if there are discontinuities in individual and household characteristics
other than pension receipt that might be driving the results. An example of this would
be if another large social program were implemented with the same eligibility rules.
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Although there are several other government grant programs in South Africa, none of
them are similar to the pension in ways that might invalidate the identification strategy
(Duflo 2003; McEwan, Kannemeyer, and Woolard 2009).

An additional concern with regression discontinuity analysis centers on possible
manipulation of the variable used to determine eligibility. If people are aware of the
cutoff for a program they may be able to alter their behavior in such a way that will
ensure they are above the cutoff, thereby invalidating the assumption that people just
above and below the cutoff point are similar. However, although older South Afri-
cans could attempt to portray themselves as older than they are in order to become
eligible sooner, there is no evidence that this behavior is widespread. Additionally,
there is no reason why they also would misreport their age on the NIDS survey.
Online Appendix Figure 1 shows the number of observations per age for both men
and women. If people were overreporting their age to accelerate eligibility, there
should be relatively more people just above the cutoff compared to just below. No
such pattern is apparent.

A greater worry is that the pension may induce households to reorganize, and that
changes that are attributed to the pension may actually be characteristics of these
new households. Existing work (Edmonds, Mammen, and Miller 2005; Hamoudi
and Thomas 2014) suggests that that the pension does have some effect on household
composition. Therefore, it is important to understand whether these changes are
causing the results. These issues will be given careful attention in Section VII, and
the balance of the evidence supports the argument that changes in household com-
position are not driving the results.

In order to validate the use of the age discontinuity, I first must establish that the
pension system works as it is described—that is, that there is actually a discontinuity
in receipt of the pension at age 60 for women and age 65 for men. The NIDS survey
asked each adult individually whether he or she had received the government pension
in the past month. The averages of these responses in Table 1 show that the likelihood
of receiving the pension increases dramatically with age-eligibility, from 9 percent to
91 percent for women, and from 8 percent to 84 percent for men. Figure 1 shows the
discontinuity in pension receipt graphically, plotting the average receipt by age and
the regression line of pension receipt on age calculated on both sides of eligibility.
This analysis is repeated in a regression framework in online Appendix Table 1."'
Although there is some slippage in pension receipt, the discontinuity is unmistakable.
Some of the slippage may be due to age misreporting but there is also evidence that
some ineligible people are able to receive the pension. This is especially true for men,
given that the age of male eligibility was largely considered unfair, and the survey was
conducted just months before the threshold was lowered. Indeed the discontinuity in
pension receipt, while strong, is smaller for men than for women. While the smaller
threshold does not invalidate the identification strategy, it does reduce the statistical
power of the analysis.

11. The regression specification is the same as Equation 1 (to be described in the next paragraph) with pension
receipt as the dependent variable.
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Figure 1

Pension Receipt by Age

Notes: Sample is individuals aged 50 to 75, women in Panel A and men in Panel B. Scatterplots are unweighted
means of Y-axis variable by age in years. Unweighted OLS regression lines of Y-axis variable on age are
estimated on either side of the discontinuity (age 60 for women and age 65 for men). Ninety-five percent

confidence intervals are shown around the regression lines. Y-axis variable is a dummy variable for pension
receipt.

In the main results of the paper, I leverage this discontinuity by estimating the
following linear probability model on the sample of females aged 50 to 75:

(1) DecisionMaker;; = osEligible;; + 0, EligibleMale; + 0, OlderMale;
+v(Age;) + 6Controlsj + €

where Eligible is an indicator for whether a woman i in family j is pension-eligible.
EligibleMale; and OlderMale; are indicators for the presence of a pension-eligible male
or any male aged 50 or older. (Age;;) is a polynomial in the age of the woman that
controls for smooth age trends in the outcome variable. The inclusion of a polynomial to
control for trends in the variable that determines treatment is one standard method in the
regression discontinuity literature (Lee and Lemieux 2010). Throughout the paper I will
show specifications utilizing linear, quadratic, and cubic age trends, and the main results
are robust to all three choices.'?

Included controls are a set of indicators for educational attainment, the number of
household members aged 0-5, 614, 15-24, and 25-49, and rural status. Robust
standard errors are clustered at the household level, and all regressions make use of
survey poststratification weights. 13 estimate the analogous model for the male sample
controlling instead for the presence of an eligible female and an older female. The
coefficient o on the eligibility indicator is the coefficient of interest. It is an estimate of
the impact of pension-eligibility on the decision-making outcome variable at the age
of eligibility.

12. Gelman and Imbens (2014) show that regression discontinuity results obtained with higher order (cubic
and above) polynomials are sensitive to the chosen degree of the polynomial and can lead to specious findings
with a higher probability than linear or quadratic specifications.

13. The results are robust to the exclusion of the weights.
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IV. Impacts of Pension-eligibility on Decision-making

A. Individual Level Decision-Making Analysis

As afirst step in my analysis, in Figure 2, I graph the means of the day-to-day decision-
making variable by age separately for women and men and, as in Figure 1, I also plot the
regression line of decision-making on age estimated separately on either side of the
discontinuity with 95 percent confidence intervals. These graphs are illustrative of the
main result of this paper. Despite a pronounced negative age trend in decision-making
for elderly women, there is a large jump upward at age 60, a difference that is statistically
significant even given wide confidence intervals. The same is not true for men; the
estimated effect is small and does not approach statistical significance. Despite this large
jump in the regression lines for women, there is quite a bit of noise in the raw means.
Online Appendix Figure 2 shows the same data but with the means smoothed over two-
year (instead of one-year) age bins. This smoothing reduces the noise significantly,
lending further credence to the estimated discontinuity for women.

Next, I address the question of how the pension impacts the identity of the primary
decision-maker in a regression framework to provide precise estimates of the effects. Table
2 presents the results from the estimation of Regression Model 1 described in Section III.
This is an individual-level analysis and includes all black men and women aged 50 to 75.
The dependent variable in Columns 1-4 is a binary variable equal to one if everyone in the
household agrees that the person is the primary decision-maker for day-to-day purchases,
and in Columns 5-8 it is a binary variable equal to one if everyone in the household agrees
that the person is the primary decision-maker in all four decision-making categories.
Columns 1 and 5 include a linear trend in the age of the person, Columns 2 and 6 utilize a
quadratic trend, and Columns 3 and 7 are estimated with a cubic trend. Columns 4 and 8
also use a cubic trend and additionally include control variables. The results are in Panel 1
for women and Panel 2 for men. At the bottom of the table, I report p-values on tests for the
equality of the female and male eligibility coefficients.

The South African pension has a large and statistically significant impact on the
decision-making power of eligible women, a result that is robust to the inclusion of
linear, quadratic, or cubic age trends. Focusing on the results using the cubic age trend,
the results in Column 3 show that eligible women are 16.7 percentage points more likely
to be the primary decision-maker for day-to-day purchases. The estimated effect is an
economically significant 26 percent of the sample mean. The coefficient is not sensitive
to the addition of control variables, dropping only slightly, to 15.3 percentage points, in
Column 4. The stability of this coefficient further strengthens the causal identification in
this analysis: If the effects were being driven by other differences around the age of
eligibility, the addition of control variables should have significantly attenuated the
coefficient on eligibility. The impact of pension-eligibility on decision-making for all
four categories is similar, 13 to 17 percentage points compared to a slightly lower sample
mean. Analysis of cases where the dependent variable is primary decision-maker for
large, unusual purchases, where the household lives, and who can live in the household
shows similar effects of pension-eligibility (online Appendix Table 2). The consistency
of this result across decision-making categories and for those who are the decision-
maker in all categories reinforces the claim that these results are evidence of a real shift
in women’s ability to influence household decisions.
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Figure 2

Primary Decision-making for Day to Day Purchases by Age

Notes: Sample is individuals aged 50 to 75, women in Panel A and men in Panel B. Scatterplots are
unweighted means of Y-axis variable by age in years. Unweighted OLS regression lines of Y-axis variable
on age are estimated on either side of the discontinuity (age 60 for women and age 65 for men). Ninety-five
percent confidence intervals are shown around the regression lines. Y-axis variable is a dummy variable for
whether or not everyone in household agrees that individual is the primary decision-maker for day-to-day
purchases.

No significant effects of pension-eligibility are present for the male subsample in
Table 2, and given that the estimated coefficients are negative, there is not even
suggestive evidence of a positive effect. The coefficients on male eligibility are all
statistically different from the coefficients on female eligibility at the 5 percent level.
They are also more sensitive to changes in specification (altering the age trend and
adding control variables) than the coefficients on female eligibility. There are some
significant results for the categories of where a household can live and who can live
in that household but they are not robust across specifications and are consistently
negative. Additionally, no effect, positive or negative, is visible in graphical analysis
of these other trends. While it should be acknowledged that the lack of impact in the
male sample could be due to reduced power from a smaller sample size and weaker
discontinuity, these results, combined with the fact that Figure 2b shows no true
discontinuity, make it unlikely that there is any true effect, positive or negative, for
men.'* Possible explanations for this asymmetry in results between men and women
will be discussed in Section V.'?

The regressions presented in Table 2 differ from the regression lines shown in Figure 2
in that the polynomial in age is not allowed to vary on either side of the age cutoff.

14. If the ability of men to influence household decisions is changing, it is not by a large enough amount to
change the measures of decision-making used in this paper.

15. T also find no impact on the likelihood of being the secondary decision-maker for either men or women.
Additionally, to draw a comparison with other papers that utilize survey questions with a more common format
that focuses on sole and joint decision-making, in results not shown I also create and analyze variables that
indicate whether the person in question is the sole decision-maker, a joint decision-maker, or a joint-primary
decision-maker. This analysis follows the same pattern for men as in the main analyses. The positive effect for
women is fully concentrated in the sole decision-maker variable (there are no increases in women as joint-
primary decision-makers with pension-eligibility).
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Allowing this variation would result in a more flexible specification and is often
considered to be the preferred method of estimating regression discontinuity models.
However, this type of specification is more data-intensive and can reduce power,
especially when working with smaller sample sizes and if the true slope is the same on
either side (Lee and Lemieux 2010). In online Appendix Table 3 I replicate Table 2 but
allow the polynomial to vary. The main results for women are similar in magnitude to
the results in Table 2 but precision is reduced; the coefficient on female eligibility is
only statistically significant when using a linear age trend for decision-making over
day-to-day purchases and a linear or quadratic age trend for decision-making in all
four categories.

The results presented in this section using the NIDS Wave 1 data are strong evidence
that female pension-eligibility affects female decision-making power. Given the avail-
ability of similar measures in NIDS Wave 2 and 3, a key robustness check is to consider
whether the same patterns are repeated in the later samples. This analysis is presented
in Table 3, focusing on the category of decision-making for day-to-day purchases.
Columns 1 through 4 show the results from Wave 2 and Columns 5 through 8 show the
results from Wave 3. Panel 1 presents the results for women and Panel 2 for men. All
sample and variable construction is as in Table 2.

Table 3 shows that the results are not robust to using the Wave 2 and Wave 3 samples.
The coefficients across specifications for female eligibility in Wave 2 are positive but
much smaller than in Wave 1 and not statistically significant. The Wave 3 coefficients
are also positive and are somewhat larger but statistically significant only for the linear
age trend specification (Column 5). The coefficients for male eligibility are positive in
Waveiﬁz and negative in Wave 3, and do not approach statistical significance in either
case.

These results should, however, be interpreted in light of a change in survey protocol
that appears to have affected the measurement of the decision-making variables, dis-
cussed briefly here and in detail in online Appendix A. In Wave 1 the household survey
was administered to the household head while in Waves 2 and 3 the oldest female in the
household was interviewed. Consequently, a higher percentage of older women are
listed as the household head in Waves 2 and 3 compared to Wave 1 (online Appendix
Table 4). Women are also more likely to be named as the decision-maker in Waves 2 and
3 because the household head variable is highly correlated with the decision-making
variables. This correlation is certainly due in part to the true correlation between the
household head and the decision-maker. However, it is also likely due to measurement
error that results when the first person on the household roster is listed as the decision-
maker. This change in protocol has therefore increased the likelihood that all older
women, regardless of pension-eligibility, are named as the decision-maker. This then
makes any changes in decision-making due to pension-eligibility more difficult to
detect. Overall, the consistently positive estimates for women in Waves 2 and 3 com-
bined with the introduction of increased measurement error in the outcome variables is
suggestive that similar changes in women’s decision-making power are occurring in all

16. The coefficients on male and female eligibility are statistically different only in the linear specification for
Wave 3, and then only at the 10 percent level.
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three survey rounds. However, all results should be interpreted with the caveat that I
cannot show this robustly across waves.

B. Impacts on Decision-Making Power of Other Household Members

The result that women’s decision-making power increases with pension-eligibility leads
to the question of from whom in the household that power is coming. The fact that
bargaining power appears to be following income controlled by women is an important
economic finding but it also has substantial policy implications. For example, advocates
for female empowerment may argue that this result is evidence in favor of expanding
transfer programs but it is possible that this increase comes at the expense of other
women in the household, leading to no overall increase in female bargaining power.

In the analysis that follows, I focus only on women for simplicity, as the previous
analysis in Table 2 did not indicate that male decision-making power was changing with
pension-eligibility. The first goal is to understand who in the household is a candidate to
lose decision-making power when a woman becomes pension-eligible. I create five
categories of potential decision-makers: women 50 and over, men 50 and over, women
18 to 49, men 18 to 49, and cases where the household does not agree on the identity of
the decision-maker. Because these are household level designations, the data is pre-
sented at the household level. I focus only on households with women who are not yet
pension-eligible (ages 50 to 59) because I want to understand who the decision-maker
was prior to the eligibility of the older woman. The sample differs from the individual-
level analysis only in that households where there is more than one older woman of the
same gender are collapsed into one observation. Fewer than 3 percent of households
have more than one older person of the same gender.

Table 4 presents the percentages of households that fall into the different decision-
making categories separately by whether an older male is present. Panel 1 presents
results for the day-to-day purchases category and Panel 2 refers to all four categories.
When no older male is present, women are the primary decision-makers in the large
majority of households under both definitions of the variable. When an older man is
present the distribution is more split between the older male and female, although men
do dominate. Interestingly, younger adults play only a small part in decision-making.
Cases of disagreement over who is the decision-maker is the other category of impor-
tance, especially in households where there is both an older woman and older man (24
percent for day-to-day purchases and 40 percent for all four categories).

Inow examine how the distribution of household decision-making power may change
when a woman becomes pension-eligible. The specification that I employ is similar to
that used to estimate changes on the individual level but because the outcomes are at the
household level the sample is households with a woman aged 50 to 75. I include a
polynomial (linear, quadratic, and cubic) in the age of the oldest woman in the 50 to 75
age range and indicators for the presence of an older male and pension-eligible male.
Standard errors are clustered at the survey cluster level. I focus on the two main com-
petitor categories for decision-making power: a male 50 and over, and household dis-
agreement over who is the decision-maker.

Table 5 presents the results. Panel 1 displays the results for decision-making over day-
to-day purchases and Panel 2 the results for decision-making in all four categories.

917
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Table 4
Identity of Household Decision Maker in Non-Eligible Households

Households with a:

Woman 50-59
No man Man
50+ in hh 50+ in hh

Panel 1: Decision maker refers to day-to-day purchases
Decision maker is woman 50+ (percent) 84.0 28.0
Decision maker is man 50+ (percent) 47.3
Decision maker is woman 18—49 (percent) 1.7 0.3
Decision maker is man 18-49 (percent) 3.1 0.0
Household disagrees on decision maker (percent) 11.1 24.3
Observations 576 321
Panel 2: Decision maker refers to all four categories
Decision maker is woman 50+ (percent) 79.0 15.1
Decision maker is man 50+ (percent) 45.1
Decision maker is woman 18—49 (percent) 1.4 0.0
Decision maker is man 1849 (percent) 2.6 0.0
Household disagrees on decision maker (percent) 16.9 394
Observations 567 317

Notes: Author’s calculations from 2008 NIDS.

Columns 1 to 3 display results for whether or not an older male is the primary decision-
maker in households where an older male is present. The coefficient on female pension-
eligibility estimates that men 50 or over are 10 to 14 percentage points less likely to be
the primary decision-maker for day-to-day purchases and six to ten percentage points
less likely be the decision-maker in all four categories when a woman becomes pension-
eligible. The coefficient falls short of statistical significance but is suggestive of a
negative impact on the decision-making power of older men. However, given the small
sample size, it is difficult to draw any definitive conclusions.

Columns 4-9 examine the impact of pension-eligibility on disagreement over deci-
sion-making in the household separately by whether or not an older male lives in the
household. In households with no older man (Columns 4-6), female pension-eligibility
results in a nine to 14 percentage point decrease in household disagreement over the
decision-maker for day-to-day purchases and a 14 to 22 percentage point decrease in
household disagreement over the decision-maker in all four categories. This result is
large relative to the sample means and the magnitude is somewhat sensitive to the degree
of polynomial chosen, particularly in Panel 2. However, it is highly statistically sig-
nificant across specifications. There is no statistically significant reduction in dis-
agreement in households with elderly men in Columns 7-9. This analysis suggests that
when women do not live with an older male they are benefitting from increased certainty
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among household members about the identity of the decision-maker, an indication of
increased bargaining power. In cases where the pension-eligible woman does live with
an older man, there is suggestive evidence that the increase in her power is coming, at
least in part, from a reduction in the decision-making power of older men.

V. Pension-eligibility and Personal Income Share

The household models that have informed the questions that this paper
addresses are based on the assumption that bargaining power, and specifically indi-
vidual income, affects decision-making in the household. Otherwise, the pension
should not necessarily have an effect on how decisions are made in the household.
However, if the interpretation of the result that women’s decision-making power in-
creases when they are pension-eligible is to be guided by these theories, then the
nonresult in the case of pension-eligible men becomes puzzling. Given that men also
experience a discontinuous increase in pension receipt at their age of eligibility (Figure
1b), this increase in income should also increase their decision-making power.

It is instructive therefore to understand whether or not individual income is actually
the channel through which the impact on female decision-making is operating. First, I
examine whether individual income is correlated with decision-making in the house-
hold. Using the reports of individually earned income from the NIDS Wave 1 adult
surveys, for each older adult I calculate his or her personal income share (the percentage
of total household income that he or she reports individually including pension income).
Figure 3 graphs the mean value of the primary decision-maker for day-to-day purchases
indicator variable against this personal income share variable in five percentage point
bins by gender.18 There is a clear relationship between income share and decision-
making for both men and women, and the relationship holds regardless of pension-
eligibility (not shown).'*?°

This strong relationship between income share and decision-making power draws a
clear line to why there are strong impacts of the pension on decision-making, at least for
women. Consequently, we also should see a discontinuity in income share at the age of
pension-eligibility. In Figure 4 I plot the mean of the elderly individual’s income share
by age and the regression line, again estimated on either side of the age discontinuity.
Corresponding regression results are presented in Columns 1—4 of online Appendix Table
5. The discontinuity is clear and striking in the female sample and provides a convincing
channel through which the increase in decision-making occurs. Statistical significance is
confirmed by the regression results and the coefficient on eligibility is statistically sig-
nificantly different for men and women. However, there is no clear increase at age 65 in

17. One possibility is that men were already the decision-makers prior to eligibility and thus there is no room
for improvement. However, the statistics on decision-making in Table 1 make it clear that noneligible men
though likely to be the decision-makers, are by no means always the decision-maker.

18. In Figures 3-5 I drop the top half percent of elderly male and female household income earners to eliminate
several extreme outliers. Dropping the outliers is done only to allow for cleaner presentation of results and does
not affect the qualitative implication of the figures.

19. The relationship holds in the entire NIDS sample, not just the elderly population.

20. To avoid losing observations to missing income data, I utilize income data with imputations done by NIDS.
Dropping observations with imputations does not affect the results.
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Figure 3

Decision-making by Percent of Personal Income Share

Notes: Sample is individuals aged 50 to 75, women in Panel A and men in Panel B. The top half percent of male
and female household income is trimmed. Scatterplots are the mean of whether or not everyone in the

household agrees the individual is the primary decision-maker for day-to-day purchases by five percentage
point bins of personal income share.

the male sample, and the estimated regression coefficients are small, negative, and
not statistically significant. This pattern of increased personal income share with female
eligibility is additionally repeated in NIDS Waves 2 and 3 (Wave 2 results are in Columns
1-3 of Table 6. Wave 3 results not shown). This robustness to survey wave is important
as income measurement should not be vulnerable to the changes in survey protocols that
have affected the decision-making variable. If household decision-making is deter-
mined in part through income control, then this lack of increase in men’s income share
provides an explanation for why there is no increase in male decision-making. This
same pattern is evident, although noisier, when examining raw individual income
(results not shown).

The idea that increased income share is driving the increase in decision-making power
is bolstered by an examination of the income shares of others in the household. Recall
the suggestive evidence in Table 5 that in households where an older woman is living
with an older man the increase in female decision-making power comes at least in part
from a reduction in the decision-making power of older men. Similarly, I can show that
in those same households the personal income share of older men drops with female
eligibility (online Appendix Figure 3).*'

Although the lack of increase in male income share provides a convincing explanation
for why there is not an increase in male decision-making, it is perplexing given the fact
that there is a discontinuity in male pension receipt at 65. If male income is not in-
creasing, where is the pension money going? Given previous evidence that both men
and women exit the labor force in large numbers at the age of eligibility (Lam et al. 2006;

21. A more direct way to show the relationship between personal income share and decision-making power
would be to use pension-eligibility as an instrument for personal income share in a regression of decision-
making power on income share. However, given the wide range of ways in which the pension can impact
households, the exclusion restriction of such an instrument would surely be violated.
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Personal Income Share by Age

Notes: Sample is individuals aged 50 to 75, women in Panel A and men in Panel B. The top half percent
of male and female household income is trimmed. Scatterplots are unweighted means of Y-axis variable
by age. Unweighted OLS regression lines of Y-axis variable on age are estimated on either side of the
discontinuity (age 60 for women and age 65 for men). Ninety-five percent confidence intervals are shown
around the regression lines. Y-axis variable is the percent of total household income reported to be received
by the individual.

Ranchhod 2006), one explanation is that the pension income received by men is can-
celled out by a reduction in labor income. However, given that the drops in employment
were found for both men and women, it is not immediately clear why this cancelling out
would occur for one gender and not the other.**

An examination of labor income is more instructive than a simple examination of
employment. Figure 5 graphs the age trend, separately by gender, for individual labor
income as a percentage of household, nonpension, income.”* The graphical results are
confirmed in regression results presented in Columns 5-8 of online Appendix Table 5.
Strong discontinuities are present for both genders but the means prior to pension-
eligibility and the size of the drop at the age of eligibility are much smaller for women
than they are for men. While I do not have the power to statistically reject that the
declines at eligibility are the same for men and women, male labor income prior to
eligibility was a more important part of the household budget than female labor
income. Therefore, while the pension represents an increase over what women were
earning, it may be more of a replacement for what men previously received. This can
explain why men do not see an increase in personal income share when they become
pension-eligible, and consequently why there is no subsequent increase in their
decision-making power in the household.

22. 43 percent and 16 percent of noneligible and eligible women respectively are working. 54 percent and 21
percent of noneligible and eligible men respectively are working. It is interesting to note that labor force
withdrawal is not a requirement for pension receipt for most people as employment income in this population is
generally below the means test for eligibility.

23. TIperform the calculation in this way to mitigate the mechanical decrease in labor income as a percentage of
household income if household income were to increase with the pension.
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Figure 5

Individual Labor Income as Percent of Household Nonpension Income by Age

Notes: Sample is individuals aged 50 to 75, women in Panel A and men in Panel B. The top half percent of male
and female household income is trimmed. Scatterplots are unweighted means of Y-axis variable by age.
Unweighted OLS regression lines of Y-axis variable on age are estimated on either side of the discontinuity
(age 60 for women and age 65 for men). Ninety-five percent confidence intervals are shown around the
regression lines. Y-axis variable is individual labor income as a percent of household nonpension income.

Given this labor income response, it is important to consider whether differential
changes in total household income are driving the main results. In other words, if total
household income goes up by more with female eligibility than with male eligibility and
if increased household income tends to increase women’s decision-making power, then
itis not clear whether the results in Table 2 are specific to the identity of the recipient or
simply a result of increased household income. To address this issue in online Appendix
Table 6 I examine the effect of male and female eligibility on total household monthly
income using the same household-level sample and estimation strategy described in
Table 5. The dependent variable in Columns 1—4 is monthly income in levels and the
dependent variable in Columns 5-8 is log monthly income.

The results of the analysis are noisy; the coefficients are positive but are not consis-
tently statistically significantly different from zero. Importantly, the male and female
coefficients are not statistically significantly different in any specification, and the
magnitude of the male coefficients is generally larger than that of the female coefficients.
Although based only on the labor income analysis one would predict a larger increase in
household income with female eligibility relative to male eligibility, other responses to
the pension within the household suggested by previous research could also impact total
household income. This includes, for example, adjustments in the labor supply of prime
age adults (Bertrand, Mullainathan, and Miller 2003) or reductions in transfers from
other households (Jensen 2003). Addressing the full range of these responses is beyond
the scope of this paper, but the evidence presented here suggests that the decision-making
results are not driven by an income effect in households with female pension recipients.

This investigation of changes in labor income provides a straightforward explanation
for why the pension results in changes in decision-making power for women but not for
men. However, it is important to acknowledge that this explanation necessarily sim-
plifies some of the complex dynamics occurring within the household. Leaving the labor
force is ultimately a choice that both men and women make with the knowledge that
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reduced earnings will negatively affect their bargaining power. In making this choice
pension recipients are essentially revealing that they prefer leisure to increased bar-
gaining power. While this is an interesting pattern of behavior, it does not alter the main
conclusion of the paper, that increased control of household resources increases the
capacity to influence decisions.

An alternative way to conceptualize this issue is to think of different domains of
decision-making and imagine that men are simply using their increased bargaining
power to make decisions about household time allocation. Unfortunately, the NIDS
survey does not ask about decision-making over household labor supply and time
allocation, and therefore I cannot speak directly to this issue. However, the high level of
correlation between the four domains that are on the survey suggests that there is not a
large role for substantial differences in decision-making power across domains. If the
pension is altering male bargaining power, it is doing so in such a way that is not
reflected by the decision-making or income measures on the NIDS survey.

VI. Discussion

This analysis of how pension-eligibility affects decision-making and
income share in the household is interesting largely because we expect these changes to
translate into changes in measures of well-being in the household. In analysis presented
in detail in online Appendix B, I show that female, but not male, pension-eligibility is
associated with improvements in nutritional indicators for young girls (as in Duflo
2003) and increased ownership of consumer durables. Empirical analyses such as these
that find positive impacts on household outcomes associated with increases in female
resources but no such benefits associated with increases in male resources are often used
to argue that cash transfers may be more productively used when given to women
instead of men. However, when taken together with the income share results described
in Section V the interpretation is not as clear. Given that there is no increase in male
income or income share with male pension-eligibility there is no a priori reason to
expect to see positive impacts on household well-being as in the case of female eligi-
bility. There may have been positive impacts if male income had increased.

The results in this study highlight the need for caution when interpreting results that
may indicate that money should be given to women. It is true that men choose to spend
the pension on retirement, but women, to the extent that they were previously working,
do that as well. Given that labor force participation is declining rapidly around the age
of eligibility, the pension acts to protect the household from the negative consequences
of the household member’s eventual retirement. Even if the narrow goal of a transfer is an
improvement in child nutrition, it is not possible to predict what would have happened had
the transfers been given to, for example, younger men and women less likely to leave the
labor force. Indeed, in a study in Burkina Faso, Akresh, de Walque, and Kazianga (2012)
find that conditional cash transfers have the same positive effects on the utilization of
preventative health services when given to the father as when given to the mother.**

24. Also related Benhassine et al. (forthcoming) find that cash transfers have similar effects on school at-
tendance when given to the mother and when given to the father.
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Figure 6

Pension Receipt by Age in 1993: Households with Young Children

Notes: Scatterplots are unweighted means of Y-axis variable by age in years. Unweighted OLS regression lines
of Y-axis variable on age are estimated on either side of the discontinuity (age 60 for women and age 65 for
men). Ninety-five percent confidence intervals are shown around the regression lines. Source is 1993 PSLSD

data set. Sample is individuals aged 50 to 75 living with a child 6 to 60 months. Y-axis variable is pension
receipt.

Given that the Duflo (2003) study on pension-eligibility and child health is one of
the papers most widely cited in support of the contention that transfer programs
should be directed toward women, it is interesting to examine the income dynamics in
the data used in that study. The analysis in that paper was done using the Project for
Statistics on Living Standards and Development (PSLSD), a 1993 survey similar to
NIDS, although it consisted only of a single household level survey. Using the PSLSD
data I construct Figures 6 and 7. Figure 6 shows that the discontinuity in pension
receiptin 1993 does exist at age 60 and 65 for women and men respectively, although
itis smaller than in 2008, particularly for men. Figure 7 is analogous to Figure 4 from
the NIDS data examining the changes in personal income share as a result of male and
female eligibility. I do this only for older people who live with a child 6 to 60 months
old, as that is the sample of interest in Duflo’s paper.>> Decision-making data was not
collected in the PSLSD. The results are confirmed with regression analysis in online
Appendix Table 9.

The results of this analysis roughly replicate the results in the NIDS data. A strong
increase in personal income share (Figure 7) is present for pension-eligible females, but
not for pension-eligible males, suggesting that women experience an increase in bar-
gaining power when they become pension-eligible while men may not.>**” The pen-
sion, in both 1993 and 2008, appears to leave men’s status in the household unchanged,

25. As in Section V, I drop observations in the top half percent of household income.

26. Additionally, there is no increase in household income with female or male eligibility (results not shown),
indicating that the observed changes in nutrition must be due to shifts in female bargaining power, not increased
household income.

27. Tt should be noted that in the 1993 data I cannot reject that the coefficients on male and female eligibility in
Columns 4-6 are equal.
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Figure 7

Personal Income Share by Age in 1993: Households with Young Children

Notes: Scatterplots are unweighted means of Y-axis variable by age in years. Unweighted OLS regression lines
of Y-axis variable on age are estimated on either side of the discontinuity (age 60 for women and age 65 for
men). Ninety-five percent confidence intervals are shown around the regression lines. Source is 1993 PSLSD
data set. Sample is individuals aged 50 to 75 living with a child 6 to 60 months. Y-axis variable is the percent of
total household income reported to be earned or received by the individual.

and these results therefore suggest care if extrapolating the Duflo paper to make policy
recommendations outside of its specific context (transfers to the elderly and changes in
child nutrition).

VII. Changes in Household Composition

The most important threat to the validity of the results in this paper is
that receipt of the pension causes households to reorganize and consequently—that the
results are an artifact of this change in household structure rather than a direct impact of
the pension itself. Families are likely to share resources and make decisions with family
members beyond just those with whom they are co-resident, but the survey questions do
not consider income from nonresident family members or allow for them to be named as
decision-makers. For example, the literature finds increases in the numbers of young
children and young woman and decreases in prime working age adults with female
pension-eligibility (Edmonds et al. 2005; Ardington, Case, and Hosegood 2009). If
prime-age income earners are leaving the household their income will not be captured in
the NIDS survey, removing it from the denominator of the income share calculation but
possibly not from the true family budget. Additionally, these earners still may partici-
pate in family decision-making although they cannot be named as such on the survey,
possibly leading to an increase in the decision-making power of older women that is, in
fact, spurious.?®

28. There is also evidence that prime-age adults living with pensioners are negatively selected (Hamoudi and
Thomas 2014), which may make them less likely to be decision-makers.
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Investigating how household re-arrangement may affect my results is then a critical
component to their validity. A key observation is that if, as the literature suggests, the
most likely people to leave a household when someone becomes pension-eligible are
prime-age adults, then this is not likely to be the principal driver of the main decision-
making results. Table 4 shows that in households with an elderly woman who is not yet
pension-eligible, prime-age adults are almost never named as the primary decision-
maker for either definition of the variable. In order for the large increase in decision-
making power of elderly women to be driven by the departure of these prime-age adults,
they would have to have been named as decision-makers in the not-yet eligible
households in much larger numbers. However, given that disagreement over the identity
of the decision-maker is a category of importance, it is still possible that the reduction of
the potential candidates for the decision-maker led to increased agreement rather than
true solidification of the pension-eligible women as the decision-maker.

Although NIDS is a panel study where individuals are tracked from wave to wave,
because my analysis has focused on the first wave, I cannot track changes in households
prior to that survey. However, I can use the second wave of the survey to analyze changes
between Wave 1 and Wave 2, under the assumption that household reorganization patterns
for individuals who are pension-eligible in Wave 1 are similar to the patterns for those who
are eligible in Wave 2. Because the results for personal income share are similar in Waves 1
and 2, this result is particularly appropriate to examine using the Wave 2 data.

To account for the fact that the pension may have caused income earners to leave the
household, I conduct the same analysis of pension-eligibility on personal income share
asin Section V but aggregate household income based on where the older person lived in
Wave 1 instead of in Wave 2.%° Table 6 presents the results. Columns 1-3 show the Wave
2 results aggregated by Wave 2 household and Columns 4—6 show the Wave 2 results
aggregated by Wave 1 household. The results for women are in panel 1 and for men in
Panel 2.

The standard Wave 2 results in the first three columns show a similar pattern to the
same results in Wave 1, large and statistically significant across specifications. The
results aggregated by Wave 1 household are similar, attenuated only slightly in the linear
and quadratic specifications. The cubic specification yields a smaller point estimate that
falls short of statistical significance. The estimates for men are small and not statistically
significant. However, I am unable to reject that the male and female eligibility coeffi-
cients are equal. Despite this, the stability of the coefficients when aggregating by Wave
1 instead of Wave 2 household strongly suggests that changes in household composition
are not the main driver of the income share results this paper finds.>* Unfortunately, the
data do not allow for a similar analysis that directly utilizes the decision-making vari-
ables. However, the strong correlation between decision-making and income share does
suggest that one result should follow the other. Given the critical importance of this
issue, I provide further analysis in online Appendix C, all of which suggests that my
results are robust to changes in household composition.

29. I thank an anonymous referee for this excellent suggestion.

30. Because of attrition between Waves 1 and 2, approximately 4 percent of the sample in Table 6 lived with an
adult aged 18-49 in Wave 1 who was not interviewed in Wave 2. Consequently, income data for these adults is
not available in Wave 2. Dropping these households from the analysis does not affect the results (results not
shown).
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VIII. Conclusion

The results in this study show that women experience an increase in
personal income share when they become pension-eligible. Collective models of the
household predict that this increase should result in an increase in bargaining power, and
I find that eligible women are more likely to be the primary decision-maker in their
households across a variety of categories. This is one of the first studies to show how
specific mechanisms within the household (namely decision-making) are reacting to
gender specific changes in income instead of relying solely on the reduced form impact
on household outcomes to make arguments about bargaining power.

Corresponding improvements in household outcomes with female, but not male,
eligibility echo previous results that have been used to support nonunitary models of the
household and to argue that social programs should channel resources to women. The
findings in this paper that the lack of impacts for men may be due to the lack of increase
in male decision-making power suggest caution in advocating for such targeting based
on areduced form analysis alone. Any evaluation of a cash transfer program such as the
South African pension should acknowledge that households will react in complex ways
and changes in outcomes cannot be interpreted in the absence of an understanding of
changes in intrahousehold income dynamics.
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