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Abstract

Tiebout choice among districts 1s the most powerful market force in American public education. Naive
estimates of its effects are biased by endogenous district formation. I derive instruments from the
natural boundaries in a metropolitan area. My results suggest that metropolitan areas with greater
Tiebout choice have more productive public schools and less private schooling. Little of the effect of
Tiebout choice works through its effect on household sorting. This finding may be explained by another
finding: students are equally segregated by school in metropolitan areas with greater and lesser degrees
of Tiebout choice among districts.

Citation

Hoxby, Caroline, M. 2000. "Does Competition among Public Schools Benefit Students and Taxpayers?"
American Economic Review, 90 (5): 1209-1238.
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Abstract

After an earthquake hit Southern Italy in 1980, young men from certain towns were exempted from
compulsory military service. We show that the exemption raised high-school-graduation rates of boys by
more than 2 percentage points. We do this by comparing high-school-graduation rates of young exempt
men and older nonexempt men from the least damaged areas and men of the same age groups from
nearby towns that were not hit by the quake. Similar comparisons show that graduation rates of young
women 1n the affected areas also increased. Since in Italy women are not subject to the draft, the findings
suggest the presence of spillover effects. (JEL 121, J13)

Citation

Cipollone, Piero, and Alfonso Rosolia. 2007. "Social Interactions in High School: Lessons from an
Earthquake." American Economic Review, 97 (3): 948-965.
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Abstract

We exploit differences in European mortality rates to estimate the effect of institutions on economic
performance. Europeans adopted very different colonization policies in different colonies, with different
assoclated institutions. In places where Europeans faced high mortality rates, they could not settle and
were more likely to set up extractive institutions. These institutions persisted to the present. Exploiting
differences in European mortality rates as an instrument for current institutions, we estimate large
effects of institutions on income per capita. Once the effect of institutions 1s controlled for, countries in
Africa or those closer to the equator do not have lower incomes.

Citation

Acemoglu, Daron, Simon Johnson, and James Aﬁl Robinson. 2001. "The Colonial Origins of Comparative
Development: An Empirical Investigation.” Al':‘te%‘i.can Economic Review, 91 (5): 1369-1401.
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THE

QUARTERLY JOURNAL
OF ECONOMICS

Vol. CVI November 1991 Issue 4

DOES COMPULSORY SCHOOL ATTENDANCE AFFECT
SCHOOLING AND EARNINGS?*

JOSHUA D. ANGRIST AND ALAN B. KRUEGER

We establish that season of birth is related to educational attainment because of
school start age policy and compulsory school attendance laws. Individuals born in
the beginning of the year start school at an older age, and can therefore drop out
after completing less schooling than individuals born near the end of the year.
Roughly 25 percent of potential dropouts remain in school because of compulsory
schooling laws. We estimate the impact of compulsory schooling on earnings by
using quarter of birth as an instrument for education. The instrumental variables
estimate of the return to education is close to the ordinary least squares estimate,
suggesting that there is little bias in conventional estimates.
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Children and Their Parents’ Labor Supply: Evidence from
Exogenous Variation in Family Size

By JosHUA D. ANGRIST AND WILLIAM N. EVANS *

Research on the labor-supply consequences of childbearing is complicated by
the endogeneity of fertility. This study uses parental preferences for a mixed
sibling-sex composition to construct instrumental variables (IV ) estimates of the
effect of childbearing on labor supply. IV estimates for women are significant but
smaller than ordinary least-squares estimates. The IV are also smaller for more
educated women and show no impact of family size on husbands’ labor supply.
A comparison of estimates using sibling-sex composition and twins instruments

implies that the impact of a third child disappears when the child reaches age
13. (JEL J13, ]22)

Angrist, Joshua D & Evans, William N, 1998. “Children and Their

Parents’ Labor Supply: Evidence Prom Exogenous Variation in Family
Size,” American Economic Review, vol. 88(3), pages 450-477.
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Have Instrumental Variables Brought Us
Closer to the Truth

Wei Jiang
Columbia Business School

A survey of 255 papers that rely on the instrumental variable (IV) approach for iden-
tifying causal effects published in the “Big Three™ finance journals reveals that IV
estimates are larger than their corresponding uninstrumented estimates in about 80%
of the studies, regardless of whether the potential endogeneity is expected to create a
positive or negative bias based on economic reasoning. The magnitude of the I'V esti-
mates is, on average, nine times of that of the uninstrumented estimates even when
economic insights do not suggest a downward bias of the latter. This study provides
several explanations to the “implausibly large™ IV estimates in finance research, and
proposes best practices for identification-conscientious researchers. (JEL G30, C13)

0'olWwabese//:sdilu Woll DaDEOIUMON
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