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1. Title: A Schumpeterian Model of Top Income Inequality
Authors: Jones, Charles I.; Kim, Jihee.
Abstract: Top income inequality rose sharply in the United States over the last 40 years but increased only slightly in France and Japan. Why? We explore a model in which heterogeneous entrepreneurs, broadly interpreted, exert effort to generate exponential growth in their incomes, which tends to raise inequality. Creative destruction by outside innovators restrains this expansion and induces top incomes to obey a Pareto distribution. Economic forces that affect these two mechanisms—including information technology, taxes, and policies related to innovation blocking—may explain the varied patterns of top income inequality that we see in the data.
2. Title: Income and Consumption: A Micro Semistructural Analysis with Pervasive Heterogeneity
Authors: Alan, Sule; Browning, Martin; Ejrnæs, Mette.
Abstract: We develop a model of consumption and income that allows for pervasive heterogeneity in the parameters of both processes. Introducing codependence between household income parameters and preference parameters, we also allow for heterogeneity in the impact of income shocks on consumption. We estimate the parameters of the model using a sample from the Panel Study of Income Dynamics, covering the period 1968-2009. We find considerable codependent heterogeneity in the parameters governing income and consumption processes. Our results suggest a great deal of heterogeneity in the reaction of consumption to income shocks, highlighting the heterogeneity in the self-insurance available to households.
3. Title: Fostering Patience in the Classroom: Results from Randomized Educational Intervention
Authors: Alan, Sule; Ertac, Seda.
Abstract: We evaluate the impact of a randomized educational intervention on children’s intertemporal choices. The intervention aims to improve the ability to imagine future selves and encourages forward-looking behavior using a structured curriculum delivered by children’s own trained teachers. We find that treated students make more patient intertemporal decisions in incentivized experimental tasks. The results persist almost 3 years after the intervention, replicate well in a different sample, and are robust across different experimental elicitation methods. The effects also extend beyond experimental outcomes: we find that treated students are significantly less likely to receive a low “behavior grade.
4. Title: Do Government Audits Reduce Corruption? Estimating the Impacts of Exposing Corrupt Politicians
Authors: Avis, Eric; Ferraz, Claudio; Finan, Frederico.
Abstract: This paper examines the extent to which government audits of public resources can reduce corruption by enhancing political and judiciary accountability. We do so in the context of Brazil’s anticorruption program, which randomly audits municipalities for their use of federal funds. We find that being audited in the past reduces future corruption by 8 percent, while also increasing the likelihood of experiencing a subsequent legal action by 20 percent. We interpret these reduced-form findings through a political agency model, which we structurally estimate. Our results suggest that the reduction in corruption comes mostly from the audits increasing the perceived nonelectoral costs of engaging in corruption.
5. Title: Competitive Information Disclosure in Search Markets
Authors: Board, Simon; Lu, Jay.
Abstract: Buyers often search across sellers to learn which product best fits their needs. We study how sellers manage these search incentives through their disclosure strategies (e.g., product trials, reviews, and recommendations) and ask how competition affects information provision. If sellers can observe the beliefs of buyers or can coordinate their strategies, then there is an equilibrium in which sellers provide the “monopoly level” of information. In contrast, if buyers’ beliefs are private, then there is an equilibrium in which sellers provide full information as search costs vanish. Anonymity and coordination thus play important roles in understanding how advice markets work.
6. Title: Slow to Hire, Quick to Fire: Employment Dynamics with Asymmetric Responses to News
Authors: Ilut, Cosmin; Kehrig, Matthias; Schneider, Martin.
Abstract: Concave hiring rules imply that firms respond more to bad shocks than to good shocks. They provide a unified explanation for several seemingly unrelated facts about employment growth in macro- and microdata. In particular, they generate countercyclical movement in both aggregate conditional “macro” volatility and cross-sectional “micro” volatility, as well as negative skewness in the cross section and in the time series at different levels of aggregation. Concave establishment-level responses of employment growth to total factor productivity shocks estimated from census data induce significant skewness, movements in volatility, and amplification of bad aggregate shocks.
7. Title: What Do Test Scores Miss? The Importance of Teacher Effects on Non-Test Score Outcomes
Authors: Jackson, C. Kirabo
Abstract: Teachers affect a variety of student outcomes through their influence on both cognitive and noncognitive skill. I proxy for students’ noncognitive skill using non-test score behaviors. These behaviors include absences, suspensions, course grades, and grade repetition in ninth grade. Teacher effects on test scores and those on behaviors are weakly correlated. Teacher effects on behaviors predict larger impacts on high school completion and other longer-run outcomes than their effects on test scores. Relative to using only test score measures, using effects on both test score and noncognitive measures more than doubles the variance of predictable teacher impacts on longer-run outcomes.
8. Title: Making Corruption Harder: Asymmetric Information, Collusion, and Crime
Authors: Ortner, Juan; Chassang, Sylvain.
Abstract: We model criminal investigation as a principal-agent-monitor problem in which the agent can bribe the monitor to destroy evidence. Building on insights from Laffont and Martimort’s 1997 paper, we study whether the principal can profitably introduce asymmetric information between agent and monitor by randomizing the monitor’s incentives. We show that it can be the case, but the optimality of random incentives depends on unobserved preexisting patterns of private information. We provide a data-driven framework for policy evaluation requiring only unverified reports. A potential local policy change is an improvement if, everything else equal, it is associated with greater reports of crime.
9. Title: “No Hatred or Malice, Fear or Affection”: Media and Sentencing
Authors: Philippe, Arnaud; Ouss, Aurélie.
Abstract: We explore how television broadcasting of unrelated criminal justice events affects sentencing. Exploiting as-good-as-random variation in news content before a verdict, we find that sentences are 3 months longer when the verdict is reached after coverage of crime. Sentences increase with media exposure to crime, not crime itself, and the effect tapers off quickly. Our results suggest that professional experience and expertise mitigate the effect of irrelevant external information. This paper highlights the influence of noise in the news cycle: media can temporarily influence decisions by changing what is top of the mind rather than signaling deeper changes in offending or societal concerns.
