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Table 2: Regression results: Home Production

dependent variable: household home production time (in mins per day)

retired head 81.770 In(eq.Adults) 44.298
5.20)*** 4.53)%H*
aged0 x ret 29.77)7 nkids0-5 543.4)85
0.86 26.80)***
agedbd * ret ;3.73)1 nkids6-18 2(35.765)
0.94 9.99)%**
ageb0 * ret 59.34)4 female head i(’)1.77)0
0.82 5.15)***
ageb3 * ret Z(’).257> couple ;23.8)81
0.11 25.73)***
age25 ;1.82)2 self-empl. —(75.82i
1.52 10.29)***
age30 ;7.92)8 unempl. 6(36.207)
2.80)*** 9.44)%**
age3b 4(15.12)7 house size —(0.00Z)%
3.30)*** 0.04
aged( E17.65)5 app. Owner 5.191)
3.49)*** 0.14
agedb §1.33)3 house owner ;5.64)2
5.18)*** 3.97)%x*
ageb0 £()3.35)9 garden 4(11.41>2
6.81)*** 7.75)***
agebd 509.3)74 schoolyears 5.497)
T.T4)%*** 2.05)**
ageb0 512.7)48 Tuesday —(3.99;
6.08)*** 0.55
ageb3 525.7)75 Wednesday ;.135>
4.59)%** 0.28
ageb6 §11.1)73 Thursday ;.958)
5.35)%** 0.39
age70 5()7.46)1 Friday 59.21)9
4.59)%** 2.56)**
age’h 5(34.93)6 Saturday 22.69)2
4.35)%%* T.75)***
age80 506.3>18 Sunday —(83.4337
4.44)*** 10.68)***
age85 21.02)9 central ;.009 )
1.59 0.41
constant 534.98)5 east i(%.132)
3.60)*** 0.53
# Obs. §354; Adj. R? (().43 :

Robust t statistics in parentheses. *, ** *** significant at 10%, 5%, 1%
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The household characteristics have the expected signs: More home production
is done in larger households, especially those with young children who require a
large amount of care. Female headed and couple households spend more time on
home production. The same applies to house and garden ownership which indi-
cates a higher incentive in maintaining the home. The self-employed do less home
production which corresponds with their higher spending, while unemployed peo-
ple do more.

5.3 What is produced at home?

The detailed diary information on specific activities allows a decomposition of
home production time into its components. In this section, I re-estimate equa-
tion (2) using specific productive activities instead of overall home production
to show the predominant activities that retired households engage in (see Table
3). Retired households engage significantly more in cooking and preparing meals,
paperwork and gardening. The latter might be to some extent more a hobby than
home production, so I re-estimated Table 2 excluding gardening from the list of
home production activities. This reduces the retirement effect to 66 minutes per
day, as can be seen from the first column in Table 3, labeled HP2.

Table 3: Regression results: Home Production, disaggregated by activities

HP2 cooking  washing clean. garden. shopping paperw. DIY
retired | 66.01 16.97 7.00 5.81 11.96 1.38 7.02 3.22
head (4.7)**x  (3.0)*** (1.6) (1.5) (2.6)***  (0.5) (2.2)**  (0.9)
aged0 | 13.68 -0.80 -12.46 -11.17  10.55 11.83 5.61 -9.66
xret (0.4) (0.1) (1.7)* (L.7)* (1.0 (2.1)** (0.7) (1.1)
agebd | 8.29 -17.97 -16.05 -4.93  19.79 2.07 -0.18 26.12
xret (0.4) (2.2)%*  (2.7)¥**  (0.8) (2.)**  (0.5) (0.0) (3.1)%*x*
age60 | 17.89 -11.04 -4.67 -3.59 1.17 -1.57 -0.87 19.87
*ret (0.9) (1.3) (0.8) (0.7) (0.2) (0.4) (0.2) (2.6)***
age63 | 2.74 9.10 -3.21 9.90 -0.88 2.98 -4.61 11.68
xret (0.1) (1.0 (0.4) (1.9)*  (0.1) (0.7) (0.9) (2.3)%*

Robust t statistics in parentheses. *, ** *** gignificant at 10%, 5%, 1%. The regressions in
this table include the same covariates as those in Table 2.

6 Conclusions

In this paper, I have used repeated cross sections of a large expenditure survey
spanning the period 1978 until 1998 to study the changes in consumer expendi-
tures at retirement. I find an expenditure drop of 17% of pre-retirement expenses
on nondurable consumption in Germany. Similar magnitudes have been found
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in countries like the UK and the US, in spite of different pension systems and
differential retirement incentives.

To investigate whether this expenditure drop causes a consumption drop of
equal size, I analyze time use patterns at retirement, also on the basis of a large
data set of repeated cross-sections. If households engage more actively in home
production during retirement, then the expenditure drop is offset at least partially
by increased consumption from home produced goods and services. The main
finding is that there is a discontinuous increase in home production at retirement
which amounts to an additional 82 minutes per day. More specifically, retired
households increase their time spent mainly in the sector of cooking and preparing
food, but they also engage more in doing paperwork and gardening. I do not find
any evidence of increased time spent on shopping or maintenance works around
the house. This significant increase indicates that households flexibly adapt to
the change in time and money resources in retirement.

While these results are in line with those found for other countries, they are
significantly larger in magnitude than those of the only other study on Germany.
The expenditure drop is about double in size as the one found in Schwerdt (2005)
who uses a small panel of retirement transitions in the SOEP, and an indirect con-
sumption measure. Furthermore, I also find a larger increase in home production
time of about 82 additional minutes per day.

The results point towards a similar conclusion for all countries studied so
far: The retirement consumption puzzle cannot be explained by only one of the
factors detailed in section 2, but rather by a combination of all explanatory
factors. Substitution of market goods by increased home production is one of
them.
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