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1 Harvard University 100 100 69.9 100 100 87.1
University of Chi-
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cago
Massachusetts Insti-
3 tute of Technology 83 86.6 55.2 67.8 76.7 89.5
(MIT)
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Essays on Inequality and Market Failure
Abstract:
This dissertation comprises three chapters. The first chapter develops a
research design to estimate the causal effect of parental layoffs and income
during adolescence on children’s college outcomes, and implements this
design on administrative data for the United States. The design compares
outcomes of children whose fathers lose jobs before college decisions with
outcomes of children whose fathers lose jobs after college decisions. I find
that layoffs and unanticipated income losses during adolescence have very
small adverse effects on future college outcomes. These effects are small-
er than estimates in prior work based on firm closures rather than timing
of layoffs. I replicate these larger estimates and show they are driven by
selection of workers into closing firms. The findings suggest that relax-
ing parental liquidity constraints during adolescence will do little to in-
crease enrollment compared to improvements in financial aid, especially
for low-income children.
The second chapter, written with my advisor and other colleagues, shows
that classroom quality in early childhood has large causal impacts on adult
outcomes, and that test score gains can help to identify classroom quality
even when these gains fade out over time. We first link administrative data
to records from Project STAR, in which 11,571 students in Tennessee and
their teachers were randomly assigned to classrooms within their schools
from kindergarten to third grade. We then document four sets of experi-
mental impacts. First, students in small classes are more likely to attend
college and exhibit improvements on other outcomes. Second, students

who had a more experienced teacher in kindergarten have higher earnings.
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Third, students who were randomly assigned to higher quality classrooms
in grades K-3 -- as measured by classmates’ end-of-class test scores -- have
higher earnings, college attendance rates, and other outcomes. Finally, the
effects of class quality fade out on test scores in later grades but gains in
non-cognitive measures persist.

The third chapter explores theoretical properties of markets for “credence
goods.” Credence goods such as health care involve consumer reliance on
expert diagnosis. When consumers observe expert cost functions, competi-
tive markets tend strongly toward efficiency. I argue that consumers do not
observe expert cost functions and extend an existing model to incorporate
this insight. The key result is that prices and competition no longer elimi-

nate mistreatment.
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Essays on Matching in Labor Economics
Abstract:
In this dissertation, [ present three essays on matching and assignment in

labor economics. The first chapter presents an integrated model of occu-

pation choice, spouse choice, family labor supply, and fertility. Two key
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features of the model are that occupations differ both in wages and in an
amenity termed flexibility , and that children require a nontrivial amount
of parental time that has no market substitute. I show that occupations
with more costly flexibility, modeled as a nonlinearityin wages, have a
lower fraction of women, less positive assortative mating on earnings, and
lower fertility among dual-career couples. Costly flexibility may induce
high-earning couples to share home production, which rewards husbands
who are simultaneously high-earning and productive in child care. Empiri-
cal evidence broadly supports the main theoretical predictions with respect
to the tradeoffs between marriage market and career outcomes.

In the second chapter, I use the University of Michigan Law School Alum-
ni Survey to investigate the interaction between assortative mating and the
career and family outcomes of high-ability women. Women with higher
earnings potential at the time of law school graduation have higher-earn-
ing spouses and more children 15 years after graduation. As the earnings
penalty from reduced labor supply decreased over the sample, women with
higher-earning spouses and more children reported shorter work weeks
and were less likely to be in the labor force. Decreasing the career cost
of non-work may have the unintended result of reducing the labor supply
of the highest-ability women, as their high-earning spouses give them the
option to temporarily exit the labor force.

The third chapter addresses specification choice in empirical peer effects
models. Predicting the impact of altering classroom composition on stu-
dent outcomes has proven an unexpected challenge in the experimental
literature. I use the experimental data of Duflo et al. (2011) to evaluate the
out-of-sample predictive accuracy of popular reduced form peer effects
specifications. I find that predictions of the impact of ability tracking on
outcomes are highly sensitive to the choice of peer group summary statis-

tics and functional form assumptions. Standard model selection criteria
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provide some guidance in selecting among peer effects specifications.
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The Effects of Fiscal Policy on Savings and Investment
Abstract:
This dissertation contains three essays exploring the effect of fiscal poli-
cy shocks on savings and lending behavior of the private economy. Two
essays focus on World War II and one essay focuses on the entire postwar
period. Essay I looks at the response of monetary policy to fiscal policy
shocks and the effect of fiscal policy on the private sector’s balance sheet
over a period that covers 1954 and 2007. I find a minimal response of the
Federal Reserve to fiscal policy shocks. I also find the main response of the
private sector to fiscal policy shocks manifests itself in household assets.
Long term assets in particular react very strongly. Essay II establishes the
important role of savings during and immediately after World War II. 1
show that the unexpectedly high savings rates that persisted after the war
ended was driven by the fact that housing purchases are counted as a kind
of savings. Treating housing as a durable consumption good produces the
negative savings expected. Essay III looks at the behavior of commercial
banks in the period 1940 to 1955. I find that there is a--both economic
and statistically--significant negative effect of war spending on total assets,
mortgage lending, and commercial, industrial and agricultural loans made
by commercial banks throughout the war and until 1949. The response of
bank assets during the immediate postwar period is indicative of the un-
usual pattern of output and the money supply between 1946 and 1950. All

this 1s taken as evidence that reconversion was not as smooth and robust
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as commonly argued.

Environmental Tax Reform and Economic Welfare

Abstract:

According to a new study EPI (2012), India has the worst air pollution in
the entire world. Given the severe damages caused by air pollution, it is
important to explore various options to control air pollution. In chapter
1, I use a computable general equilibrium (CGE) model to show that a
Pigouviantax on the use of fossil fuels with cuts in existing distortionary
taxes could have double dividend in India. In addition, the fuel tax policy
is also progressive. Alternative Pigouviantax on output of pollution inten-
sive commodities has a positive effect on economic growth, but it achieves
only a modest reduction in air pollution. This tax policy does not have a
significant distributive impact.

Chapter 2 presents a new econometric model of aggregate demand for ur-
ban India. I create inter-area consumer price indices for India and combine
them with a nationally representative consumer expenditure survey to esti-
mate the model. The consumer expenditure data allows for substantial de-
mographic heterogeneity. I estimate a flexible model of aggregate demand
known as Translog model in the literature and report estimated model pa-
rameters, cross price elasticities and expenditure elasticities. The model is
able to explain the patterns of aggregate demand in urban India and it can
be useful in general equilibrium models to evaluate macro-economic im-
pacts of a broad range of policies. The results of such general equilibrium
models will be more realistic if they incorporate flexible functional form
such as the one presented in the chapter.

In chapter 3, I evaluate the impact of three revenue neutral environmental
tax policies -- carbon tax, fuel tax and output tax -- on consumer welfare
in India. I take the results of my CGE simulations to household data to

estimate the welfare impacts of the environmental policies. Demographic
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attributes such as household size, the education the age of household head
affect the expenditure patterns and thus the individual welfare effects. As
for the aggregate welfare, the impact of pollution taxes is generally very
modest compared to the improvement in environment as measured by re-
duction in health damages due to air pollution. The output tax policy seems
to offer double dividends, because the output tax policy works as a tax
reform rather than an additional burden on consumers. The output tax is
mildly regressive, but other policies could be mildly progressive or regres-
sive depending on the measure of progression used.
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Early Health and Human Capital Accumulation: An Econometric
Analysis Using the PSID-CDS, 1997-2007
Abstract:
The first chapter estimates the effect of fetal growth on academic achieve-
ment in childhood using a nested error-component two-stage least squares
(NEC2SLYS) estimator that draws on internal instruments from alternative
dimensions of the multi-level panel data structure of the panel data set.
This estimation method increases efficiency by exploiting information on
children with no siblings in the sample as well as identifies coefficients for
the time-invariant, mother-specific regressors, all of which are not feasible
with conventional mother-fixed effects estimation. We estimate modest but
statistically significant effects of birth weight and fetal growth rate on math
and reading scores, with the effects concentrated in the low-birth-weight
range. Infant health measures appear to explain little of the well-docu-
mented racial disparity in test scores. The second chapter estimates the

effect of fetal growth on a set of neurobehavioral outcomes in childhood,
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measured by diagnosed developmental disabilities and an index of behav-
ior problems. After controlling for maternal heterogeneity, we find fetal
growth rate is negatively associated with developmental delay and men-
tal retardation. However, the fetal growth rate is not associated with the
mother-reported Behavior Problems Index in general. The third chapter
estimates the effects of mental health problems among children aged 4-12
on juvenile delinquency measured by lifetime criminal activities, victim-
ization, and illicit drug use by age 18. We find that conduct disorder in
childhood is strongly associated with lifetime arrest, probation, and incar-
ceration as well as lifetime illicit drug use in adolescence. Attention-defi-
cit/hyperactivity in childhood is associated with lifetime physical attack
and rape, but not with criminal activities or illicit drug use. Our results are

robust to maternal heterogeneity or comorbidity concern.
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