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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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THE DISTORTIONARY EFFECTS OF 
INCENTIVES IN GOVERNMENT: 

EVIDENCE FROM CHINA’S DEATH 
CEILING PROGRAM

By: Raymond Fisman and Yongxiang Wang

Discussion Paper 282

In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

 MeMorial

John harris

With	deep	regret	we	announce	the	passing	away	of	Professor	John	Harris,	who	spent	most	
of	his	distinguished	career	at	Boston	University,	and	was	the	longest	serving	member	of	
the	Institute	for	Economic	Development.	He	was	a	leader	in	the	field	of	development	eco-
nomics; his 1970 paper laying out a new framework for understanding rural-urban migra-
tion	in	the	developing	world	was	highly	influential,	appearing	in	development	economics	
curricula	worldwide.	He	will	be	greatly	missed	by	colleagues,	family,	friends	and	students.

John Harris received his PhD in economics from 
Northwestern	 University	 in	 1967.	 He	 joined	 the	
economics department faculty at MIT in 1966 as 
an	Assistant	Professor,	moved	to	the	MIT	Econom-
ics and Urban Studies department as an Associate 
Professor in 1971 and then to the Economics de-
partment at Boston University in 1975 as Professor. 

During 1968-69 he visited the Institute for Devel-
opment	Studies	in	Nairobi.	His	paper	with	Michael	
Todaro in the 1970 American Economic Review 
(AER) on a two sector model of migration and de-
velopment	 subsequently	 became	 a	 classic	 in	 the	
field,	 the	 only	 paper	 in	 development	 economics	
which appeared in the Top Ten list of most cited 
AER papers in the 20th century. Growing out of his 
experience of problems of urban unemployment 
in	 Nairobi,	 the	 paper	 reversed	 the	 standard	 for-
mulation of rural-urban migration in developing 
countries by Arthur Lewis from the 1950s. In the 
Lewis	 theory,	 the	 problem	 of	 economic	 develop-
ment is a misallocation of labor between rural and 
urban areas owing to institutional rigidities in ag-
riculture which prevent workers from migrating to 
urban areas where they are more productive. The 
Harris-Todaro turned the logic of the Lewis theory 
on	its	head,	where	institutional	rigidities	appeared	
in the form of labor market frictions in the urban 

sector instead of the rural sector. These resulted 
in excessive migration and urban unemployment. 
The theory generated a paradoxical result whereby 
urban	unemployment	 is	 aggravated	by	 efforts	 to	
generate	more	employment	in	urban	areas,	owing	
to	 induced	effects	on	migration.	The	paper	had	a	
profound impact on both policy and research on 
migration	 and	 development,	 becoming	 the	 stan-
dard workhorse model of rural urban migration  in 
development economics to this day.

From	 the	 early	 1980s,	Harris	became	 involved	 in	
research	and	policy	projects	 in	 Indonesia	and	Af-
rica.	He	served	as	an	advisor	to	the	National	Plan-
ning Agency and Central Bureau of Statistics of In-
donesia,	and	was	a	member	of	the	Advisory	Group	
of	Macroeconomic	Research	Network	 for	Eastern	
and Southern Africa (precursor to the African Eco-
nomic Research Consortium). At Boston Universi-
ty he was Director of the multidisciplinary African 
Studies Center between 1975 and 1987. During the 
1990s,	his	research	switched	to	studying	effects	of	
financial	liberalization	on	capital	structures	of	firms	
in developing countries. In the past decade he be-
came	involved	in	a	multidisciplinary	project	with	
the	Pardee	Center	at	Boston	University	on	effects	
of remittances  by migrant workers in the rehabili-
tation	of	post-conflict	African	countries.	
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.

subsidising The PrivaTe secTor  
For develoPMenT: lessons 
FroM MechanisM design

By: Paddy Carter, Francesco Decarolis 
and Nathaniel Young
Discussion Paper 295

The	use	of	aid	to	stimulate	financial	flows	through	de-
velopment	 finance	 institutions	 (DFIs)	 is	 a	 dominant	
theme	 in	donors’	development	finance	strategies.	The	
role	of	DFIs	is	not	to	replace	private	finance,	but	instead	
achieve ‘additionality’ - making something happen that 
would	not	happen	otherwise.	In	other	words,	DFIs	pro-
mote	private	sector	development	by	financing	projects	
that would not be viable without the public sector. 
In	the	absence	of	transaction	costs,	DFIs	should	be	able	
to	select	deserving	entrepreneurs.	However,	the	issues	
of	adverse	selection	and	moral	hazard	are	common	in	
these	 contexts.	 For	 example,	DFIs	may	 not	 know	 the	
likelihood	of	success	of	a	project,	or	be	able	to	trust	that	
the entrepreneur receiving an investment works hard to 
ensure	the	project	is	a	success.	Contract	theory	seeks	to	
analyze	which	types	of	trades	are	possible	when	these	
situations	arise,	and	mechanism	design	helps	to	under-
stand how the DFIs can best achieve their goals of addi-
tionality despite asymmetric information. The authors 
of	this	paper	discuss	these	problems,	the	key	principles	
of	contract	theory	and	mechanism	design,	and	their	rel-
evance in this context to provide insights that can be of 
use to DFIs.
To	 present	 some	 of	 these	 insights	more	 formally,	 the	
authors	 first	 present	 a	 simple	 stylized	 model	 which	
begins with one principal (investor) and one or more 
agents	(project	sponsors)	for	whom	effort	can	be	more	
or less costly depending on his or her type. In the unre-
alistic	situation	where	the	type	of	the	agent	is	observed,	
the principal can simply pay the agent the minimum 
amount	required	to	participate,	the	required	effort	level	
dependent	 on	 the	 agent’s	 type.	When	 the	 state	 is	 ob-
served	only	by	the	agent,	 the	previous	contract	 is	 im-
possible,	as	the	types	for	whom	effort	is	less	costly	(high	
types) would claim that they were the types for whom 
effort	is	more	costly	(low	types)	to	incur	a	lower	cost	of	
effort.	To	 identify	 the	optimal	contract	 in	 this	context,	
one can restrict attention to mechanisms in which the 
agents are willing to reveal their type. In order to do 
this,	the	optimal	contract	must	entail	the	agent	earning	
a	rent,	which	is	subtracted	from	principal’s	value.	Thus,	

the	total	profitability	of	the	project	is	lower	than	in	the	
first	case	as	a	result	of	the	information	asymmetry.	
The authors then explain a case in which there are mul-
tiple	agents	competing	for	financing,	and	briefly	discuss	
different	notions	of	equilibrium	(ex-ante,	 interim,	and	
ex-post).	As	in	the	previous	case,	the	revelation	princi-
ple	applies	in	that	these	notions	of	equilibrium	can	be	
achieved using mechanisms in which revealing his/her 
type is optimal for the agent conditional on knowing 
the actions of other agents and regardless of the other 
agents’	 actions	 in	 an	 ex-post	 equilibrium.	 If	 there	 are	
instead multiple principals that want to select agents 
to	perform	a	project,	 then	the	efficient	outcome	is	not	
guaranteed.	 In	 this	 context,	 only	 scenarios	where	 the	
two	types	accept	different	contracts	are	generally	com-
patible due to the competition between principles. 
After	 developing	 these	 theoretical	 considerations,	 the	
authors	 present	 several	 related	 examples.	 In	 the	 first	
example,	a	DFI	decides	whether	or	not	 to	subsidize	a	
project,	and	 if	 so	by	how	much.	The	objectives	of	 the	
DFI	are	 to	 fund	projects	 that	would	not	be	 complete-
ly funded by the private sector (additionality) and not 
subsidize	more	than	necessary	so	as	to	not	crowd	out	
private	lending.	When	there	are	multiple	firms	compet-
ing	for	the	project,	the	model	predicted	that	the	optimal	
mechanism	was	one	in	which	the	firms	revealed	their	
true	costs,	such	as	an	auction	which	the	authors	explain	
has	been	put	in	practice	by	the	World	Bank.	The	authors	
also	explain	that	competition	among	firms	can	be	lev-
eraged in the same way when there is heterogeneity in 
contractor	performance,	or	when	the	firms	come	from	
different	sectors.	
In	 another	 example,	 the	DFI	 attempts	 to	 contract	 the	
entrepreneurs’	 effort	 levels	 to	 maximize	 the	 project’s	
social	value,	where	only	the	entrepreneurs	know	their	
private	cost	given	effort	 levels.	The	 illustrative	model	
showed that the optimal contract with this information 
asymmetry	must	induce	borrowers	to	reveal	their	type,	
which	 requires	paying	 rents	 to	 the	entrepreneurs	and	
thus	 reducing	 the	 project’s	 profitability/social	 value.	
These,	 along	with	 other	 relevant	 examples	 presented	
in	 the	paper,	 demonstrate	 the	 issues	 that	 can	 arise	 in	
the activities of DFIs. They also show the opportuni-
ties DFIs are presented to increase the impact of their 
funds	by	reducing	the	inefficiencies	that	are	the	result	
of asymmetric information.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

4

breaking The cycle?  
educaTion and The  

inTergeneraTional TransMission 
oF violence

By: Bilge Erten and Pinar Keskin
Discussion Paper 296

Physical abuse against children is an issue in both de-
veloping and developed countries. Evidence provided 
by psychology literature suggests that adults who expe-
rienced abuse as children are more likely to perpetrate 
such	abuse	(Merrill	et	al.,	1996;	Narang	and	Contreras,	
2000;	Craig	and	Sprang,	2007;	Crouch	et	al.,	2001).	Stud-
ies have shown that parental education has positive ef-
fects	on	child	health	outcomes	(Chen	and	Li,	2009;	Chou	
et	al.,	2010;	Grépin	and	Bharadwaj,	2015;	Glewwe,	1999	
;	Agüero	and	Bharadwaj,	2014;	Grépin	and	Bharadwaj	
2015; Gunes 2016) and thus could potentially have an 
effect	on	child	abuse	specifically.	The	authors	of	this	pa-
per combine these two strands of research by investigat-
ing	the	effect	of	parental	education	on	both	child	abuse	
and the intergenerational transmission of violence doc-
umented	by	 the	psychology	 literature.	To	do	 this,	 the	
authors exploit a policy in Turkey which extended the 
grade level of compulsory schooling.  

In	1997,	the	parliament	of	Turkey	passed	a	law	which	
extended	compulsory	schooling	from	five	to	eight	years.	
The combination of the school starting age law and the 
timing of this new law implied children born before 
January	1987	could	drop	out	after	the	fifth	grade,	while	
those	born	after	January	1987	were	required	to	continue	
schooling through the eighth grade. The authors exploit 
this	birthdate	cutoff	by	using	a	Regression	Discontinu-
ity (RD) design. Using a nationally representative sur-
vey of women that provided information regarding the 
use	of	violence	against	 children,	 exposure	 to	violence	
during	childhood,	and	other	health	and	socioeconom-
ic	indicators;	the	authors	first	estimate	the	effect	of	the	
policy	on	educational	outcomes.	They	find	that	the	re-
form increased schooling by 0.7 years and increased the 
probability	 of	 completing	 junior	 high	 school	 by	 19%.	
The authors then explore whether the law had hetero-

geneous	 effects	 by	 region.	 They	 find	 that	 for	women	
raised in rural areas the law increased education by 1.1 
years.

After	estimating	the	significant	and	positive	impact	of	
the	1997	law	on	educational	outcomes,	the	authors	are	
able	to	justify	using	a	Fuzzy	RD	design	which	uses	the	
birthdate	cutoff	as	an	instrument	for	educational	attain-
ment.	This	identification	strategy	allows	the	authors	to	
estimate	 the	 effect	 of	 education	 on	 child	 abuse.	 They	
found	no	evidence	of	a	significant	effect	of	education	on	
ever	abusing	or	frequently	abusing	children	for	wom-
en in both the overall sample and the sample limited 
to women from rural regions. The authors then explore 
whether	education	has	a	differential	impact	on	mothers	
that experienced abuse as a child. The authors docu-
ment the intergenerational transmission of violence in 
this	context	by	finding	that	women	who	were	exposed	
to violence as children are more likely to exert physical 
violence	 against	 their	 children.	 However,	 for	 women	
who were exposed to violence as children from rural 
regions,	educational	attainment	has	a	negative	impact	
on	physical	child	abuse.	Thus,	though	women	in	rural	
regions that were exposed to violence are more likely 
to	abuse	their	children,	a	higher	level	of	education	for	
these mothers reduces this probability of abuse. The 
authors then explore several potential mechanisms un-
derlying	this	effect.	They	find	that	 the	reform	did	not	
have	a	differential	effect	on	attitudes	towards	violence,	
labor	market	outcomes,	partner	characteristics,	spousal	
violence or fertility decisions for this high-risk group. 
Moreover,	 the	 reform	had	 a	positive	 effect	 on	mental	
health outcomes for mothers with a history of child-
hood abuse. This evidence suggests that education can 
break,	or	at	the	very	least,	limit	the	cycle	of	intergenera-
tional violence against children by improving the men-
tal health of future mothers. 
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.

roboTs and Jobs: evidence  
FroM us labor MarkeTs

By: Daron Acemoglu and Pascual Restrepo
Discussion Paper 297

Throughout history there have been predictions that 
technology would ultimately replace labor and cause 
unemployment	(Keynes,	1930;	Leontief,	1952).	With	the	
current growth of automation technologies and their ef-
fect	on	wage	inequality	and	employment	polarization	
(Autor,	Levy,	and	Murnane,	2003;	Goos	and	Manning,	
2007;	 Michaels,	 Natraj	 and	 Van	 Reenen,	 2014),	 these	
same warnings are being heard once again. Despite 
evidence	which	shows	that	 large	portions	of	 jobs	will	
be	 automated,	 it	 is	 not	 obvious	 what	 these	 advanc-
es’	ultimate	 effect	will	 be	on	 the	 labor	market	due	 to	
adjustments	 in	other	 sectors	and	occupations	and	 the	
costs of substituting labor with the new technologies. 
The	authors	of	this	paper	seek	to	estimate	the	equilibri-
um	impact	of	industrial	robots	specifically	on	US	labor	
markets. 
To	do	this,	 the	authors	first	extend	the	frameworks	of	
Acemoglu and Autor (2011) and Acemoglu and Re-
strepo (2016) so that the share of tasks performed by ro-
bots varies across industries and there is trade between 
labor	markets	specializing	in	different	industries.	This	
extended	framework	provides	an	equation	which	high-
lights	three	different	forces	shaping	labor	demand:	the	
displacement	 effect,	 the	 price-productivity	 effect,	 and	
the	scale-productivity	effect.	The	displacement	effect	is	
what those who warned of ‘technological unemploy-
ment’ likely had in mind and constitutes the negative 
effect	of	robots	on	employment.	The	other	two	effects	
work	in	the	opposite	direction,	partially	offsetting	the	
negative	 displacement	 effect.	 Automation	 lowers	 the	
cost of production in an industry and thus can increase 
labor demand in that industry (price-productivity ef-
fect),	particularly	in	the	framework	where	there	is	trade	
between labor markets. Because industries are comple-
mentary,	this	reduction	in	costs	in	industries	experienc-
ing automation increases output and thus increases em-
ployment	in	other	industries	(scale-productivity	effect).	
The model predicts that the magnitude of the produc-
tivity	effect	of	 robots	on	a	zone’s	wages	and	employ-
ment depends on the cost savings from the substitution 
of	robots	for	human	labor	and	the	zone’s	level	of	expo-
sure to robots. This level of exposure is computed by 
a weighted average of the increase in the use of robots 
in each US industry divided by that industry’s baseline 

employment.	Each	industry	is	weighted	by	the	zone’s	
share of employment in that industry. 

Using	these	expressions	for	the	equilibrium	effect	of	ro-
bots	on	a	zone’s	wages	and	employment,	 the	authors	
are able to estimate the parameters of the model. As the 
US	 exposure	 to	 robots	 is	 potentially	 endogenous,	 the	
authors use the adoption of robots in nine other Euro-
pean economies from 1993 to 2007 as an instrument for 
US	exposure.	They	also	control	for	differences	in	demo-
graphics,	 baseline	 shares	 of	 employment	 by	 industry,	
and labor market shocks (imports from China and Mex-
ico,	disappearance	of	routine	jobs,	and	offshoring).	The	
IV estimates imply that as a result of the US increase 
in	robots	adoption,	a	commuting	zone	with	a	value	of	
exposure	to	robots	equal	to	the	average	for	the	US	ex-
perienced 0.37 percentage points lower employment to 
population ratio and a 0.73 percent lower wage growth 
compared	 to	 a	 commuting	 zone	with	 no	 exposure	 to	
shocks. In the model without trade between commut-
ing	zones,	the	aggregate	effect	of	robots	is	identical	to	
these local estimates. In the extended framework which 
incorporates	trade	between	commuting	zones,	 the	ag-
gregate implications depend on parameters which can 
be	backed	out	using	the	estimates	of	the	effect	of	expo-
sure to robotics on local wages and employment. The 
authors estimate that one more robot reduces aggregate 
employment by 5.6 workers (10 percent lower than the 
local	effect)	and	one	more	robot	per	thousand	workers	
reduces wages in the aggregate by about 0.5 percent. 
These	results	suggest	that	robots	had	a	negative	effect	
on employment and wages but that trade between dif-
ferent	labor	markets	partially	offset	the	displacement	ef-
fect. This analysis is useful in beginning to understand 
how	robots	have	affected	and	will	continue	to	affect	the	
labor	market	equilibrium.

Discussion Papers

5



4

The Institute for Economic Development at Boston University

2

THE DISTORTIONARY EFFECTS OF 
INCENTIVES IN GOVERNMENT: 

EVIDENCE FROM CHINA’S DEATH 
CEILING PROGRAM

By: Raymond Fisman and Yongxiang Wang

Discussion Paper 282

In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

arTiFicial inTelligence,  
auToMaTion and Work

By: Daron Acemoglu and Pascual Restrepo
Discussion Paper 298

Advances in automation and AI have sparked debate re-
garding	the	potential	labor	market	consequences.	Some	
worry that these technological advancements will dras-
tically decrease labor demand and thus decrease real 
wages and employment. Others claim that the increases 
in productivity will lead to increased labor demand. In 
this	paper,	the	authors	provide	a	conceptual	framework	
to	understand	how	automation	can	displace	workers,	
but also how the development of automation and AI 
technologies	can	have	countervailing	effects	which	can	
potentially	offset	the	negative	effect	on	labor	demand,	
and thus wages and employment. 
In	 their	 task-based	 framework,	 automated	 tasks	 can	
be completed by machines or labor and nonautomated 
tasks can only be produced by labor. Labor productivity 
differs	over	 the	 set	of	 tasks	and	 thus	has	varying	de-
grees of comparative advantage in the nonautomated 
tasks.	The	authors	use	the	equilibrium	wage	condition	
to	 analyze	 the	 consequences	 of	 several	 technological	
advances.	 The	 first	 result	 shows	 that	 an	 increase	 in	
automation at the extensive margin causes a displace-
ment	effect	which	reduces	labor	demand	along	with	a	
countervailing	productivity	effect	which	increases	labor	
demand. The increased productivity caused by automa-
tion	reduces	the	cost	of	production	which	allows	firms	
to expand employment in other tasks. It also reduces 
prices which causes households to have greater pur-
chasing power and thus leads to greater demand for all 
goods	and	services,	thereby	increasing	the	demand	for	
labor	in	other	industries.	The	displacement	effect	domi-
nates	the	productivity	effect	when	the	new	technologies	
are only marginally better than labor at the newly-au-
tomated tasks. This implies that it is not productive 
automation technologies that threaten labor but rather 
the mediocre ones that displace workers but do bring 
significant	gains	 in	productivity.	Both	 increases	 in	 the	
supply of machines in newly automated tasks (i.e. capi-
tal accumulation) and the deepening of automation (i.e. 
automation at the intensive margin) also cause wages 
to	increase.	Like	the	productivity	effect,	the	deepening	
of	automation,	and	capital	accumulation;	the	develop-
ment of new tasks in which labor has a comparative 
advantage increases labor demand. Unlike these other 
countervailing	 effects,	 the	 development	 of	 new	 tasks	
also increases the share of labor in national income. The 

authors also argue that this force has kept the share of 
labor in national income from declining steadily with 
the continued developments in automation. The model 
and its results help to clarify the debate on automation 
technologies’	effects	on	labor	by	showing	that	these	ad-
vancements will not necessarily bring the end of human 
work nor will they always increase labor demand. 
The	authors	recognize	that	the	adjustment	to	new	tasks	
may	be	slow	due	to	the	new	skills	that	are	required.	To	
better	understand	the	consequences	of	the	adjustment	
process,	 they	 present	 a	 simple	 framework	 with	 two	
types of workers (skilled and unskilled) along with a 
set of tasks where low-skill workers can only perform 
tasks	below	a	certain	threshold.	The	equilibrium	wage	
conditions for the two types of workers predict that au-
tomation at the extensive margin increases the skill pre-
mium.	The	increase	in	inequality	due	to	automation	is	
larger and the productivity gains are smaller when the 
set of tasks that can be performed by low-skill workers 
is smaller. The model also predicts that the smaller this 
set	of	tasks,	the	smaller	the	productivity	gains	from	the	
development	of	new	tasks	will	be	as	they	will	require	
high-skill workers who will be more scarce and expen-
sive.	Thus,	to	limit	increasing	inequality	and	boost	pro-
ductivity,	society	must	increase	the	supply	of	necessary	
skills.  Productivity can also be slowed by “excessive 
automation” which the authors show can be caused by 
biases in the US tax code and labor market imperfec-
tions and frictions. The authors argue that these policy 
implications regarding the education and training of 
the workforce and providing optimal incentives for re-
search	effort	in	both	automation	and	the	development	
of new tasks is vital for economic growth and shared 
prosperity.
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.

deMograPhics and auToMaTion

By: Daron Acemoglu and Pascual Restrepo
Discussion Paper 299

Many	 countries	 are	 experiencing	 significant	 demo-
graphic	 change,	 particularly	 the	 aging	 of	 their	 pop-
ulations. Though some have warned that this type of 
demographic change could have serious negative mac-
roeconomic	consequences	(e.g.,	Gordon,	2016)	,	there	is	
no evidence of a negative relationship between a coun-
try’s	growth	and	the	aging	of	its	population.	There	are,	
however,	differences	in	the	adoption	and	production	of	
robots	between	countries	experiencing	different	 levels	
of	demographic	change.	In	the	US	and	UK,	the	adop-
tion	rates	of	 robots	 lags	behind	 those	of	Germany,	 Ja-
pan,	and	Korea	while	at	the	same	time	the	US	and	UK’s	
populations have aged slower than these countries. 
This	fact	leads	the	authors	to	hypothesize	that	countries	
with	aging	populations	offset	the	negative	consequence	
of a decrease in the relative share of productive mid-
dle-age workers with the adoption and development of 
automation technology.
To understand how this type of demographic change 
affects	 the	 adoption	 and	 development	 of	 automation	
technology,	 the	 authors	 first	 provide	 a	 framework	
where there is exogenous technology and endogenous 
technology adoption. They assume that middle-aged 
workers	focus	on	production	tasks,	where	automation	
technology	is	a	substitute,	while	older	workers	focus	on	
service tasks. The model predicts that as middle-aged 
workers	become	more	scarce	and	thus	more	expensive,	
the adoption of existing automation technologies in-
creases. If the wage of middle-aged workers is higher 
than	that	of	older	workers,	aging	will	have	a	negative	
effect	on	aggregate	productivity.	They	then	modify	the	
model by incorporating endogenous technology devel-
opment. A result shows that an increase in the wage of 
middle-aged	workers	incentivizes	the	development	of	
additional automation technology. The model predicts 
that	aging	has	an	unambiguous	effect	on	both	develop-
ment and adoption as machines and middle-aged work-
ers	compete	due	to	their	substitutability.	Also,	this	effect	
should have a larger impact in industries that rely more 
heavily on middle-aged workers and those that pres-
ent greater technological opportunities for automation. 
This increases these industries’ productivity relative to 
others.	Thus,	the	effect	of	aging	on	aggregate	productiv-
ity is ambiguous: the share of older workers to produc-

tive middle-aged workers increases but this negative 
effect	 is	offset	with	 the	development	and	adoption	of	
automation technologies. 
The authors test these predictions using cross-country 
data on demographic change and the adoption and de-
velopment	of	robots.	They	find	that	aging	is	associated	
with an increase in the adoption of robots as measured 
by the change in the stock of robots per thousand work-
ers.	To	test	the	effect	of	aging	on	technology	develop-
ment,	the	authors	use	a	similar	specification	but	instead	
use measures of a country’s exports of automation tech-
nologies	 and	 patents	 related	 to	 robotics,	 as	 these	 are	
both signs of innovation in this area. Consistent with 
the theory which predicts that aging leads to further 
development	of	robotics,	they	find	that	aging	is	associ-
ated with greater exports of industrial robots and more 
robotics-related patents. Analyses at the US commuting 
zone	 and	 industry	 level	 provide	 empirical	 evidence	
consistent with the prediction that both adoption and 
development is higher in industries that rely more on 
middle-aged workers and have greater opportunities 
for	 automation.	 	 Lastly,	 the	 authors	 investigate	 how	
demographic	change	affects	productivity.	In	industries	
with	greater	opportunities	for	automation,	an	increase	
in aging is associated with relative productivity gains. 
Overall,	the	empirical	results	are	largely	consistent	with	
the authors’ model and suggest that countries with ag-
ing populations have increased the adoption and devel-
opment	of	robots,	limiting	the	negative	economic	con-
sequences	of	this	demographic	change.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

coMe TogeTher: FirM boundaries 
and delegaTion

By: Laura Alfaro, Nick Bloom, Paola Conconi, 
Harald Fadinger, Patrick Legros,  

Andrew F. Newman, Raffaella Sadun,  
and John Van Reenen
Discussion Paper 300

Little	is	known	theoretically,	and	even	less	empirically,	about	
the	relationship	between	the	determination	of	a	firm’s	bound-
aries and the allocation of decision rights within them. This 
paper	 presents	 a	model	 of	 organizational	 design	 in	which	
firms	 choose	which	 suppliers	 to	 integrate,	 and	whether	 to	
delegate	decisions	to	integrated	suppliers.	It	then	offers	tests	
of	the	model’s		predictions	using	a	novel	dataset,	which	com-
bines measures of vertical integration and delegation for a 
large	set	of	firms	from	many	countries	and	industries.
Though	decentralizing	decision-making	within	firm	bound-
aries	via	delegation,	and	decentralizing	them	across	bound-
aries	via	non-integration,	are	superficially	similar	in	that	they	
both relate to the distance of decision rights from the “center” 
of	the	organization,	they	are	conceptually,	as	well	as	legally,	
distinct.	Delegation	is	informal,	revocable	by	managerial	fiat,	
while	non-integration	 is	 formal,	mediated	by	purchase	and	
sale of productive assets. A nonintegrated supplier is outside 
the	firm	boundaries	and	thus	has	complete	control	over	the	
residual decisions involving production of its input. An inte-
grated supplier only has as much control over these decisions 
as	its	owner	chooses	to	confer,	something	that	is	often	decid-
ed	“on	the	fly,”	in	response	to	information	that	arrives	during	
the	course	of	production.	The	question	for	this	paper	is	how	
these	distinct	elements	of	orgranizational	design	interact.
Consider	a	final	good	producer	 (“HQ”)	who	assembles	 in-
puts from suppliers whose capabilities at solving produc-
tion problems are uncertain at the time of contracting. HQ 
first	decides	whether	or	not	 to	 integrate	 (buy	 the	assets	of)	
the	supplier	of	a	required	input	and	then	chooses	the	level	of	
control	over	the	decision-making	(i.e.,	degree	of	delegation)	
given	to	the	supplier.	If	the	HQ	does	integrate	the	supplier,	
then	once	 the	production	process	begins,	 the	supplier’s	ca-
pability	is		revealed,	and	HQ	will	find	it	optimal	to	centralize	
(retain control) over actions for which the supplier’s capabili-
ty	is	low	enough,	and		delegate	those	for	which	the	capability	
is	high,	even	though	delegation	does	entail	some	loss	due	to	
the imperfect alignment of incentives between and HQ and 
the supplier. 
Integration	thus	offers	a	form	of	“supply	assurance,”	where-
in the rights to retain or cede control ensure HQ at least a 
modicum of input. If the HQ decides not to integrate the sup-
plier,	then	the	there	is	no	question	of	reallocating	control	in	
response to information (it is always  retained by the suppli-
er),	 and	 the	 input’s	 contribution	 to	 the	value	of	ouput	will	
is entirely dependent  on the vagaries of supplier capability. 

Integration	 thus	acts	 as	 a	kind	of	 real	 option,	 since	 among	
the	rights	acquired	when	one	buys	the	supplier’s	assets	is	the	
option to cede control back to supplier. 
It	does	come	at	a	cost,	though,	because	when	HQ	retains	con-
trol,	she	imposes	decisions	on	the	supplier	that	maximize	her	
own	payoff	rather	 than	his,	and	 these	are	 likely	 to	be	very	
costly	 for	him;	 to	agree	 to	 sell	his	 assets	 to	HQ	 in	 the	first	
place,	 he	must	 be	 compensated	 for	 these	 anticipated	 costs.		
Nonintegration	 imposes	 no	 such	 costs,	 since	 he	makes	 the	
decisions	that	maximize	his	own	payoff.	
The model makes several predictions based on how HQ’s 
with	different	productivities,	entrepreneurial	abilities,	or	en-
terprise	values	would	differentially	choose	to	integrate	and	
delegate. Because integration is more producitive on average 
than	 nonintegration,	 but	 also	 costly,	 more	 valuable	 enter-
prises	are	more	likely	to	integrate.	However,	more	valuable	
enterprises	also	benefit	 from	better	 incentive	alignment	be-
tween	HQ	and	supplier	(profit	weighs	more	heavily	comared	
to	costs	for	more	valuble	enterprises),	and	are	threfore	more	
likely to delgate once they have intgrated. Thus (1) integra-
tion	and	decentralization	are	expected	 to	covary	positively.	
A simlar logic suggests that (2) more important inputs (ones 
that	contribute	more	to	firm	value)	are	more	likely	to	be	in-
tegrated	and	delegated	then	less	important	ones.	Finally,	the	
basic	mathematics	of	option	theory	then	come	into	play,	im-
plying that (3) the more uncertainty about supplier capability 
there	is,	the	higher	the	option	value,	and	therefore	the	more	
likely HQ will wish to integrate.   
The model’s predictions are then tested in the paper using 
the	novel	dataset,	a	matched	sample	of		about	3,000	firms	in	
20	countries	comprising	vertical	integration	measures,	based	
on	Dun	&	Bradstreet’s	WorldBase	dataset	and	the	Bureau	of	
Economic	 Analysis	 Benchmark	 Input-Output	 (IO)	 Tables,	
and	delegation	measures	taken	from	the	World	Management	
Survey. Vertical integration is measured based on whether a 
firm	produces	inputs	that	are	required	for	its	primary	activity.	
Decentralization	is	measured	in	terms	of	how	much	autono-
my	plant	managers	report	having	over	a	standardized	set	of	
production decisions. 
In	 the	data,	more	vertically	 integrated	firms	delegate	more	
decisions	to	their	plant	managers,		consistent	with	the	mod-
el’s	first	prediction.	Inputs	with	larger	IO	coefficients	(a	mea-
sure	of	the	importance	of	the	input	to	firm	value)	are	more	
likely	to	be	integrated,	and	among	inputs	that	are	integrated,	
those	with	 larger	 IO	 coefficients	 report	more	 autonomy,	 in	
line	with	its	second	prediction.	Finally,	the	input	sector’s	coef-
ficient	of	variation	in	productivity	(proxying	for	uncertainty	
about supplier   capability) is positively associated with the 
likelihood	of	integration,	as	the	third	rediction	suggests.	
These empirical results provide evidence that the authors’ 
model	 is	 a	 useful	 framework	 for	 understanding	 how	 firm	
boundaries and delegation are related as well as some of the 
factors	that	influence	these	elements	of	organizational	design.
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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disTribuTional PreFerences  
in larger grouPs: keePing uP  
WiTh The Joneses and keePing 

Track oF The Tails

By: Raymond Fisman, Ilyana Kuziemko and 
Silvia Vannutelli

Discussion Paper 301

Models of distributional preferences help inform our 
understanding	 of	 support	 for	 redistributive	 policies,	
political	preferences,	and	the	provision	of	public	goods.	
Much of the emphasis in existing literature has been on 
testing	various	models	of	inequality	aversion.	Many	of	
these models assume functional forms in which the in-
comes	of	others	matter	only	in	aggregate,	or	which	add	
the	possibility	that	individuals	try	to	help	the	worst-off	
person. These models have performed well in experi-
mental tests in which the decision-maker divides earn-
ings between herself and a single recipient or pair of 
recipients. But relatively little work has explored their 
predictions in larger groups that may have more direct 
analogs in the real world. 
To	this	end,	we	devise	a	simple	experiment	that	allows	
subjects	 to	express,	via	revealed	preference,	 their	con-
cern	for	inequality	at	different	points	in	the	income	dis-
tribution	relative	to	their	own.	As	a	result,	we	can	dis-
tinguish	the	extent	to	which	subjects	place	equal	weight	
on the income gaps between themselves and all other 
individuals above them (as in the most literal interpre-
tation of Fehr and Schmidt (1999)) or if the incomes of 
people	 in	 certain	 positions	 (e.g.,	 the	 very	 top)	 in	 the	
income distribution appear to place higher weight on 
their	own	utility.	Similarly,	we	can	test	whether	all	ad-
vantageous income gaps between oneself and those be-
low	carry	equal	weight.
Specifically,	we	 conduct	 a	 set	 of	 experiments	 via	Me-
chanical	 Turk	 (MTurk)	 in	 which	 each	 subject	 is	 con-
fronted with a choice between two hypothetical societ-
ies	A	and	B,	each	with	a	different	income	distribution.	
In	most	versions	of	the	experiment,	each	distribution	is	
comprised	of	 seven	 individuals,	 including	 the	 subject	
herself.	The	two	societies	have	different	income	distri-
butions,	generated	by	taking	independent	draws	from	
the same underlying process. The data generating pro-
cesses	are	designed	to	be	reflective	of	the	rough	level	of	
prosperity in the United States. 
Our	first	set	of	results	focuses	on	whether	certain	posi-

tions (most obviously the highest- and lowest ranked 
ones)	 play	 a	 particularly	 prominent	 role	 in	 subjects’	
choices.	We	find	a	very	 robust	 emphasis	 on	 reducing	
extreme	 inequality.	 Consistent	 with	 Rawlsian	 prefer-
ences,	subjects	are	significantly	more	likely	to	select	the	
distribution that raises the bottom individual’s income. 
This	effect	is	very	large:	a	subject	is	about	30	percentage	
points more likely to select the distribution in which the 
least	well-off	individual’s	income	is	higher.	More	novel,	
we	also	find	a	robust	and	quantitatively	important	em-
phasis on lowering the income of the individual in the 
highest	position	 in	 the	distribution:	 subjects	 are	more	
than ten percentage points more likely to select the dis-
tribution	with	 a	 lower	 income	 in	 the	 top	position,	 all	
else	equal.	Apart	from	the	top	and	bottom	incomes,	no	
other	absolute	position	has	any	impact	on	subjects’	de-
cisions.
In	our	second	set	of	results,	we	define	others’	positions	
in	a	relative	sense:	one	position	above	the	subject,	one	
below	the	subject,	and	so	forth.	We	observe	a	large	and	
significant	desire	to	reduce	the	income	of	the	individual	
in	the	position	directly	above	the	subject’s	own	income.	
In	fact,	 this	effect	 is	comparable	 in	magnitude	to	sub-
jects’	preference	for	lowering	the	income	of	the	individ-
ual at the highest position in the distribution. By con-
trast,	the	income	two	positions	above	her	has	no	impact	
on	the	choice	of	distribution,	and	we	can	reject	at	high	
levels	 of	 precision	 that	 these	 two	 effects	 are	 of	 equal	
magnitude. Such a result is inconsistent with a general 
desire	to	reduce	inequality.
Our	findings	help	reconcile	some	attitudes	toward	in-
equality	that	are	harder	to	explain	with	standard	mod-
els.	For	example,	consideration	of	local	versus	topmost	
competitiveness is consistent with the popular outrage 
over the high incomes of the top one percent. It can sim-
ilarly explain why people care about ``keeping up with 
the Jones” while at the same time ignoring the some-
what more prosperous Johnsons.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

4

FronTier culTure: The rooTs  
and PersisTence oF “rugged  

individualisM” in The uniTed sTaTes

By: Samuel Bazzi, Martin Fiszbein, a 
nd Mesay Gebresilasse

Discussion Paper 302

Rapid westward expansion marked the early history of 
the	United	States.	According	to	the	influential	historian	
Frederick	 Jackson	Turner,	 the	 presence	 of	 “a	 continu-
ally advancing frontier line” at the “edge of free land” 
strongly	influenced	American	culture.	The	frontier	fos-
tered	the	development	of	distinctive	cultural	traits,	in-
cluding individualism and opposition to government 
intervention. The combination of these two traits char-
acterizes	“rugged	 individualism,”	a	 term	popularized	
by Herbert Hoover in his 1928 presidential campaign. 
This paper shows that the American frontier shaped a 
culture of rugged individualism that persisted through-
out time. To understand the contemporaneous and long-
run	effects	of	the	frontier,	we	revisit	the	classic	Frontier	
Thesis through the lens of modern political economy 
and	 social	 psychology.	 In	 our	 conceptual	 framework,	
the	significance	of	the	frontier	can	be	explained	by	three	
factors.	First,	frontier	locations	attracted	individualists	
able	to	thrive	in	harsh	conditions.	Second,	frontier	con-
ditions—isolation and low population density—further 
cultivated	self-reliance,	and	they	offered	favorable	pros-
pects	 for	 upward	 mobility	 through	 effort,	 nurturing	
hostility	 to	 redistribution.	 Finally,	 frontier	 conditions	
shaped	local	culture	at	a	critical	juncture,	thus	generat-
ing	persistent	effects.
We	empirically	examine	the	Frontier	Thesis	and	iden-
tify its long-run implications for culture and politics. 
First,	using	Census	data	from	the	18th	and	19th	century,	
we establish the higher male-to-female ratios and oth-
er distinctive demographics that historically character-
ized	frontier	locations,	as	well	as	their	higher	levels	of	
individualism.	Then,	using	modern	survey	and	Census	
data,	 we	 show	 that	 locations	 historically	 exposed	 to	
the frontier for a longer period exhibit higher contem-
porary	 levels	of	 individualism,	 lower	desired	and	ac-
tual	levels	of	redistribution,	and	stronger	opposition	to	
government	regulation.	To	do	this,	we	track	the	frontier	
throughout	the	1790–1890	period	and	construct	a	novel,	
county-level measure of total frontier experience (TFE). 
Finally,	 using	 linked	 Census	 records,	 we	 document	
empirical patterns that point to the origins of frontier 

culture. Frontier individualism is partly but not entire-
ly explained by selective migration. Frontier conditions 
favored individualism through higher socioeconomic 
returns,	and	they	created	expectations	of	high	income	
growth	through	effort,	which	fueled	opposition	to	gov-
ernment intervention.
The patterns that we identify cut across known divides 
in	 the	 U.S.,	 including	 urban–rural	 and	 north–south.	
Overall,	our	findings	shed	new	 light	on	 the	 frontier’s	
persistent legacy of rugged individualism. 
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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WhaT are The consequences  
oF global banking For The  

inTernaTional TransMission oF 
shocks? a quanTiTaTive analysis

By: José L. Fillat, Stefania Garetto, 
 and Arthur V. Smith
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This	paper	studies	the	consequences	of	the	organization	
of foreign banks in the United States for the transmis-
sion	of	financial	shocks	across	countries.	Multinational	
banks are very large players in the US economy: their 
size	 and	 involvement	 with	 the	 real	 economy	 makes	
them important vehicles for the global transmission of 
shocks.
The	authors	establish	a	set	of	stylized	facts	about	global	
banks	in	the	US.	First,	there	is	selection	by	size,	related	to	
banks’	organization	mode:	foreign	subsidiaries	of	glob-
al banks and their parents are systematically larger than 
foreign	branches	and	their	parents.	Second,	the	mode	of	
foreign	operations	affects	the	response	of	global	banks	
to	 shocks.	 In	 particular,	 in	 the	wake	 of	 the	 European	
sovereign	debt	crisis,	US	branches	of	exposed	European	
banks	experienced	a	flight	in	their	uninsured	deposits,	
while all subsidiaries’ deposits grew. The shortage of 
funding that branches experienced was only partially 
compensated	by	intrafirm	transfers	of	funds	from	their	
parents.	At	the	same	time,	branches’	assets	in	the	US	de-
creased,	while	subsidiaries’	assets	increased.
To	rationalize	these	facts,	the	authors	develop	a	struc-
tural model of global banking whose assumptions 
mimic the institutional details of the US regulatory 
framework. The model distinguishes foreign banks by 
their	mode	of	entry,	which	is	endogenous	and	responds	
to	differences	 in	 regulation	and	management	efficien-
cy.	Once	 calibrated,	 the	model	 is	 able	 to	 replicate	 the	
features of the cross-section of foreign banks in the US 
and	the	differential	response	to	shocks	of	branches	and	
subsidiaries. The model is then used to perform coun-
terfactual exercises that shed light on the implications 
of the current regulation for shock transmission. The 
results	suggest	that	increased	capital	requirements,	the	
elimination	of	branching,	or	an	ad-hoc	monetary	policy	
intervention	would	have	mitigated	the	negative	effects	
of	 the	crisis	on	US	aggregate	 lending.	Conversely,	 the	
elimination	of	subsidiarization	would	have	caused	an	
even more severe decline in banking activity in the US. 
The model has also interesting implications about the 

possible response of foreign banks to “large” shocks 
to	their	parents.	More	precisely,	the	lack	of	an	internal	
capital markets between parent and subsidiaries im-
plies	that,	following	a	“large”	shock,	a	parent	bank	may	
decide to repatriate funds by shutting down its subsid-
iaries overseas. As an external validation of this mecha-
nism,	the	authors	show	that	subsidiaries	are	more	likely	
to	exit	than	branches,	and	that	exits	are	more	common	
in	periods	of	declining	parent	equity	positions.
Finally,	the	model	highlights	the	ability	to	mitigate	the	
transmission	 of	 financial	 shocks	 across	 countries	 that	
different	organizational	forms	present.	Subsidiarization	
isolates	banks’	balance	sheets	by	location,	hence	mini-
mizes	contagion.	However,	it	does	not	provide	an	effec-
tive	instrument	to	dampen	the	global	effect	of	shocks,	
resulting	 in	 possible	 reorganizations	 and	 exits.	 Con-
versely,	parent-branch	conglomerates	 can	 take	advan-
tage	of	their	internal	capital	market,	smooth	the	effect	of	
shocks	across	countries,	and	reduce	their	global	impact.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.
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Peer eFFecTs in legislaTive voTing

By: Nikolaj Harmon, Raymond Fisman,  
and Emir Kamenica

Discussion Paper 304

Political scientists and economists have long been inter-
ested in how legislation gains support. Lawmakers may 
be	swayed	by	earmarks	or	other	benefits	to	themselves	
or	their	electorate.	Or	they	may	be	cajoled,	convinced,	
or	subjected	to	social	pressure	by	their	peers.	How	big	a	
role	peer	influence	plays	is	an	empirical	matter,	but	one	
that	is	notoriously	difficult	to	resolve.	In	this	paper,	we	
exploit alphabetical seating in the European Parliament 
to	study	peer	effects	among	its	members.	Using	flexible	
controls	for	name	similarity,	we	instrument	for	wheth-
er two Members of the European Parliament (MEPs) sit 
next	to	each	other	based	on	their	alphabetical	adjacency	
within the party.
Our IV estimates indicate that sitting next to each other 
reduces the probability that two MEPs from the same 
party	differ	in	their	vote	by	0.6	percentage	points.	This	
represents a 7 percent decline relative to the 8.55 per-
cent average rate of within-party disagreement and is 
about	one-tenth	of	the	size	of	the	impact	of	being	from	
the same country.
To	buttress	our	identification	approach,	we	use	placebo	
tests that exploit the fact that party leaders and members 
of four small parties do not sit alphabetically. Reassur-
ingly,	alphabetical	adjacency	has	no	 impact	on	voting	
congruence	among	these	MEPs.	As	an	additional	check,	
we also verify that once we condition on contempora-
neous	and	past	seating,	future	seat	adjacency	does	not	
predict current voting outcomes.
We	also	explore	the	mechanisms	behind	the	observed	
peer	effects	by	examining	the	influence	of	present	ver-
sus	past	adjacency,	and	by	looking	at	heterogeneity	in	
the	 magnitude	 of	 peer	 effects	 across	 MEP-pair	 attri-
butes and the importance of the proposal under con-
sideration.	 In	our	first	 set	 of	 analyses,	we	distinguish	
‘contemporaneous’	 peer	 effects	—	 that	 operate	while	
the pair is seated together — from ‘persistent’ peer ef-
fects that remain even when the peer is not present.
The European Parliament convenes in two separate 
venues,	in	Brussels	and	Strasbourg,	each	with	a	distinct	
seating	chart.	Differences	across	venues	 in	the	seating	
layout makes it possible for a pair of alphabetically ad-
jacent	MEPs	to	sit	together	in	one	venue	but	not	in	the	

other.	We	find	 that	 having	 sat	 together	 in	 Strasbourg	
during	 the	 previous	 session	 affects	 current	 session	
voting	 in	Brussels,	 even	after	accounting	 for	 (current)	
seating	proximity	in	Brussels.		These	findings	show	that	
peer	effects	contain	a	persistent	component.
Turning	 to	 heterogeneity	 in	peer	 effects,	we	find	 that	
peer	effects	are	much	stronger	when	the	two	MEPs	are	
from the same home country or are both women. For 
these	groups,	we	estimate	that	seat	adjacency	reduces	
disagreement	 by	 about	 1.3	 percentage	 points,	 corre-
sponding to percentage declines in disagreement be-
tween	17	 and	40	percent.	These	findings	 suggest	 that	
peer exposure serves as a complement to having other 
shared	attributes,	such	as	country	of	origin	or	gender	—	
that facilitate social pressure or communication. Look-
ing at subsamples of proposals that passed by narrow 
margins,	we	find	that	peer	effects	are	also	stronger	 in	
close,	highstakes	votes.	For	example,	in	votes	decided	
by	a	margin	of	1	percent	or	less,	seat	adjacency	reduces	
disagreement by nearly 2 percentage points.
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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There has been a widespread increase in rates of over-
weight and obesity in many developing countries. This 
paper	examines	the	effect	of	occupational	engagement	
and work intensity on the weight of urban working 
women	and	men	in	India.	While	energy	intake	and	ex-
penditure	can	both	have	a	significant	effect	on	weight,	
we	focus	on	the	latter.	Specifically,	using	nationally	rep-
resentative	data	 from	 India,	we	 examine	 the	 effect	 of	
occupational activity on the body mass index (BMI) of 
urban working Indians. Occupational activity is mea-
sured by sector of work and intensity of work. Our fo-
cus will be on urban residents where the phenomenon 
of overweight and obesity is more pronounced. 
Tailoring measures of physical intensity of work (met-
abolic	 equivalents)	 to	 the	 structure	 of	 occupations	 in	
India,	this	study	provides	new	evidence	on	the	relation-
ship between labor market work and weight in a country 
where the number of over-nourished people is increas-
ing	 dramatically.	 Conditional	 on	 observed	 covariates,	
controls for location and time and conditioning for the 
effect	of	unobservables,	we	find	 that	being	 employed	
in a low activity occupation results in higher BMI. In 
particular,	women	employed	 in	white	collar	work	are	
approximately 1.01 kilograms/meter2 (kg/m2) heavier 
than	women	in	blue	collar	work	(a	difference	of	4.12%).	
The	corresponding	relative	difference	for	working	men	
is	1.18	kg/m2,	a	difference	of	4.81%.	We	find	compara-
ble results when work is measured in terms of its in-
tensity	of	work	(that	uses	metabolic	equivalent	values).	
Our	results	are	robust	to	a	variety	of	specification	tests.	
We	build	on	the	(limited)	existing	literature	in	two	im-
portant	ways.	First,	by	demonstrating	that	occupational	
activity	levels	are	important	health	predictors,	we	offer	
an	explanation	for	the	puzzling	situation	in	India	where	
increases in weight coexist with overall declines in in-
take levels. Although intake thresholds may have de-
clined,	the	aggregate	occupational	structure	of	the	econ-
omy appears to have transitioned to a more sedentary 
profile	 that	 accompanies	 general	 structural	 develop-
ment	over	time.	In	consequence,	average	BMI	continues	
to	rise.	Second,	by	creating	a	mapping	of	occupations	

and	metabolic	 equivalent	 values,	 we	 provide	 a	more	
complete measure of the intensity of work in India than 
has been done before.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.
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as they pertain to home production. She is also 
working with a data set using IKEA catalogs from 
many countries and up to twenty years to study 
the determinants of departures from the law of one 
price. 

Samuel Bazzi is a development economist whose 
research spans labor and political economy. His 
published research examines the role of labor mo-
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.
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and Institutions (EDI) network based at University 
of	Namur	and	Paris	School	of	Economics.	He	is	a	
fellow	of	BREAD,	CEPR	and	 the	NBER	Develop-
ment group.
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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Andrew Newman is currently engaged in several 
research	projects	pertaining	to	development,	orga-
nizational	economics,	inequality,	and	the	economics	
of the household. Recent work involves develop-
ing	a	testable	competitive	equilibrium	framework	
for	studying	how	firms’	internal	organization	deci-
sions such as outsourcing or vertical integration in-
teract with markets and how those decisions in turn 
affect	product	market	performance,	particularly	in	
the	face	of	globalization.	He	has	been	contributing	
to the economic theory of matching markets and 
applying	 that	 to	affirmative	action	policies.	He	 is	
also exploring how the processes by which people 
learn about their economic environment can lead 
to	organizational	dysfunction	and	change.

Daniele Paserman specializes	in	labor,	applied	mi-
croeconomics,	 political	 economy	 and	 behavioral	
economics.

Pascual Restrepo’s research interests span labor 
and macroeconomics. His current research exam-
ines	 the	 impact	 of	 technology,	 and	 in	 particular	
of	 automation,	 on	 labor	 markets,	 employment,	

wages,	inequality,	the	distribution	of	income,	and	
growth.	Recent	empirical	projects	include	a	study	
of the impact of industrial robots on US labor mar-
kets,	a	study	of	how	the	decline	of	routine	jobs	in-
teracted	with	 the	great	 recession,	and	a	 study	on	
how	aging	and	shortages	of	labor	induce	firms	to	
automate their production process. His theoretical 
work centers on developing micro-founded models 
of technology choice to think about the short and 
long-run	implications	of	different	technologies	and	
whether the resulting growth process is balanced.

Pankaj Tandon concentrates on technological 
change,	 microeconomics,	 public	 enterprises,	 and	
food policy. He has worked on evaluating privately 
financed	 infrastructure	 projects	 and	 privatization	
programs.	His	main	field	 experience	 has	 been	 in	
Egypt,	India,	Mexico,	and	Venezuela.	

Professors Emeriti: Peter Doeringer, Shane Hunt,  
Gustav F. Papanek, and Paul P. Streeten.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

4

Student Activity
This	year,	eighteen	graduating	BU	Ph.D.	students	
accepted	 job	 offers.	 They	 received	 support	 from	
IED	 with	 regard	 to	 their	 preparation	 for	 the	 job	
market. Eight of them will be starting in academic 
positions,	two	are	in	the	government	and	interna-
tional	organizations,	and	eight	are	in	private	com-
panies. Congratulations to our Ph.D. graduates!

Andy	Busey,	consultant,	NERA;	Daeha	Cho,	lectur-
er	 (assistant	 professor),	 University	 of	Melbourne;	
Kevin	Cooke,	associate,	Analysis	Group;	Mario	Al-
berto	 Cruz	 Gonzalez,	 post-doc,	 Harvard	Medical	
School,	Mass	General	Hospital;	Buqu	Gao,	assistant	
professor,	School	of	Finance	at	Nankai	University;	
Matthew	Gudgeon,	 assistant	 professor,	U.S.	Mili-
tary	Academy	at	West	Point;	Samarth	Gupta,	asso-
ciate	 fellow,	NCAER,	 Jon	Lecznar,	quantitative	fi-
nance	analyst,	Bank	of	America;	Maria	D.	Palacios,	
associate,	Analysis	Group;	Shree	Ravi,	consultant,	
TWS	 Partners;	 Nick	 Saponara,	 senior	 consultant,	
Deloitte;	 Lee	 Tucker,	 economist,	 U.S.	 Census	 Bu-
reau;	Christoph	Walsh,	assistant	professor,	Tilburg	
University;	Han	Ye,	junior	professor,	University	of	
Mannheim;	Mingzi	Yi,	associate,	Bank	of	America	
Merrill	Lynch;	Yi	Zhang,	assistant	professor,	Jinan	
University;	Haoyu	Zhou,	 assistant	professor,	East	
China	Normal	University.	

IED Research Visitors
Nidhiya Menon, Associate Professor of Economics 
at	 Brandeis	University,	 visited	 the	 IED	 from	Sep-
tember 2017 to December 2017.  Her research in-
terests	include	the	behavior	of	individuals,	house-
holds	 and	 firms	 in	 developing	 countries	 and	 has	
contributed to topics that include labor and occu-
pational	 choice,	 gender-differentiated	 impacts	 of	
labor	market	policies,	child	health	consequences	of	
environmental	 (water)	 pollution,	 land	 rights	 and	
their impacts on economic welfare and children’s 
human	 capital,	 conflict	 and	 its	 repercussions	 on	
occupational	choice,	 the	 impact	of	historical	 insti-
tutions	on	child	health	and	 technology	use,	adult	
health	in	developing	countries,	and	program	eval-
uation.	While	at	 the	IED,	she	worked	closed	with	
IED faculty and communicated with students while 
working	 on	 two	 projects	 on	 health	 related	 topics	
situated in a developing country.

Nishith Prakash a professor of economics at Uni-
versity of Connecticut began his visit at the IED 
in January 2018 will remain a visitor until January 
2019. His primary research interests include devel-
opment,	labor,	public	policy,	and	health	economics.	
While	visitng	the	IED,	Professor	Prakash	plans	to	
work	on	joint	projects	related	to	education	with	IED	
Affiliate	Raymond	Fisman.	
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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Funding Opportunities 
for Research

Dilip Mookherjee was	 awarded	 $58,646.90	 from	
the EDI (Economic and Development Institutions) 
to begin his research “Discertion versus Rule-Based 
Budgeting and Bureaucratic Assignment in Indian 
Governments”.	He	was	also	awarded	$73,356	from	
the	 EDI	 to	 begin	 his	 research	 “Community	 Net-
works and Industrial Entrepreneurship in India 
and China”.

Distinguished Visitors 2017/18
Ariel Burstein (University	of	California,	Los	Ange-
les)	visited	from	September	11	-	15,	2017.	He	gave	
one seminar and two lectures on Macroeconomics.

Frederico Finan (University	 of	California,	 Berke-
ley)	visited	from	September	18	-	22,	2017.	He	gave	
one seminar and two lectures on Development.

Matthew Jackson (Stanford University) visted 
from		October	2	-	6,	2017.	He	gave	one	seminar	and	
two lectures on Theory.

Pinelopi Goldberg (Yale)	visited	 from	December	
4	-	8,	2017.	She	gave	one	seminar	and	two	lectures	
on IO/Health/Trade Economics.

Leah Boustan (Princeton University) visited from 
March	19	-	21,	2018.	She	gave	one	seminar	and	two	
lectures on Empirical Microeconomics. 

Benjamin Moll (Princeton University) visted from 
April	2	-	6,	2018.	He	gave	one	seminar	and	two	lec-
tures on Macroeconomics.

Patrick Bayer (Duke University) visited from April 
23	-	28,	2018.	He	gave	one	seminar	and	two	lectures	
on Empirical Microeconomics.

Hashem Pesaran (University of Southern Califor-
nia)	visited	from	April	30	–	May	4,	2018.	He	gave	
one seminar and two lectures on Econometrics.
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.

4

The Institute for Economic Development and the 
Department of Economics continued the annual 
award to honor a distinguished alumnus. The De-
partment	Chair	and	IED	Director,	along	with	a	few	
senior	faculty,	established	this	award	to	recognize	
the remarkable accomplishments of our alumni 
and to inspire and motivate current students in the 
department.

The 2018 recipient of the Distinguished Alumni 
Award is Richard G. Frank. Richard G. Frank is 
the Margaret T. Morris Professor of Health Eco-
nomics in the Department of Health Care Policy at 
Harvard Medical School. Professor Frank received 
his Ph.D. in Economics from Boston University in 
January	1982.	His	dissertation,	“Pricing	and	Loca-
tion of Physician Services in Mental Health” was 
Accepted with Distinction by the BU Department 
of Economics. In 1986 Professor Frank received a 
New	 Investigator	 Research	Award,	 from	 the	Na-
tional Institute of Mental Health. From 2009 to 
2011,	 he	 served	 as	 the	 deputy	 assistant	 secretary	
for planning and evaluation at DHHS directing the 
office	of	Disability,	Aging	and	Long-Term	Care	Pol-
icy.	From	2013	to	2014,	he	served	as	a	Special	Advi-

sor	to	the	Office	of	the	Secretary	at	the	Department	
of	Health	and	Human	Services,	and	from	2014	to	
2016 he served as Assistant Secretary for Planning 
and Evaluation in the Department of Health and 
Human Services. His research is focused on the 
economics of mental health and substance abuse 
care,	 long	 term	 care	 financing	 policy,	 health	 care	
competition,	implementation	of	health	reform	and	
disability policy. Prof. Frank served as an editor for 
the Journal of Health Economics from 2005 to 2014. 
He	was	awarded	the	Georgescu-Roegen	Prize	from	
the	 Southern	 Economic	 Association,	 the	 Carl	 A.	
Taube Award from the American Public Health As-
sociation,	and	the	Emily	Mumford	Medal	from	Co-
lumbia University’s Department of Psychiatry. In 
2011,	he	received	the	Distinguished	Service	Award	
from the Mental Health Association of Maryland. 
Prof. Frank also received the John Eisenberg Men-
torship	Award	from	the	National	Research	Service	
Awards. He was elected to the Institute of Medi-
cine	(National	Academy	of	Medicine)	in	1997.	He	is	
co-author with Sherry Glied of the book Better but 
Not	Well	(Johns	Hopkins	Press).	

Annual Distinguished Alumni Award
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Proponents for government transparency and 
accountability would argue that a well-informed 
public can lead to reduced moral hazard issues for 
incumbents (Barro, 1973; Ferejohn, 1986), induce 
positive selection among candidates (Dal Bó et 
al., 2016), and elect honest or competent officials 
(Besley, 2005). Based on this logic, a number of 
nations worldwide require asset disclosures for 
those running for political office. Where previous 
studies have relied on cross-country correlations 
to provide information on disclosure laws, this 
paper offers a more compelling identification 
strategy based on a natural experiment. In 
addition, the authors analyze the mechanisms 
driving the changes in government performance 
following mandated disclosure.

In November 2003, a Supreme Court ruling in 
India regarding citizens’ right to information 
(RTI) imposed a requirement on candidates 
running for state or national office to make 
public the value and composition of their 
assets. The passing of these requirements 
occurred in the middle of the 2002-2004 
state election cycle, creating a natural 
experiment in which 10 states held elections  
pre-RTI and 10 states held elections post-RTI. 
The authors find that there was no effect of 
the policy in the fraction of MLAs standing for 
reelection in the first post-RTI period, when only 
asset levels were publicly observed. However, 
in the second post-policy election cycle when 
asset growth was observable, the authors find a 
13 percentage point decrease in the rerun rate. 
As further evidence that asset growth while in 

office, not levels, is the measure driving self-
selection, the authors find that runner-up 
candidates are not less likely to stand for reelection. 
These results suggest that privacy issues are 
not driving self-selection of candidates; instead 
officials choose not to rerun to avoid perceptions 
of corruption caused by accumulating assets 
while holding office.

The authors then assess the effect of the RTI 
on voting behavior and find that voters prefer 
incumbents in the post-RTI period relative to 
politicians who ran again in the pre-RTI period. 
While the authors corroborate Linden’s (2004) 
finding of an incumbency disadvantage in the 
pre-RTI period, the disadvantage disappears 
in the second post-RTI election. This further 
suggests self-selection, as candidates who 
would have otherwise been eliminated by voters 
choose not to run in a given election. Finally, 
the authors provide evidence that voters utilize 
disclosure as an additional source of information 
for evaluating candidates. The authors estimate 
that the relationship between recent economic 
growth and reelection of a candidate is attenuated 
following disclosure.
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2018 Rosenstein-Rodan Prize 
This	year’s	winner	of	the	Rosenstein-Rodan	Prize	
for the best original research on development eco-
nomics or a related discipline among PhD students 
in	Boston	University	is	Yeonha	Jung	(Economics),	
for his paper “ The Legacy of King Cotton: Agri-
cultural Patterns and the Quality of Structural 
Change.” 

Using a variety of empirical methods and data 
sources,	 this	 paper	 studies	 how	 agricultural	 pat-
terns could have a diverse impact on long-run 
economic development. In the context of the US 
south,	this	paper	examines	the	legacy	of	cotton	on	
economic development focusing on a novel chan-
nel of structural change. Exploiting variation in 
cotton production along with agro-climatic con-
ditions,	it	shows	that	the	legacy	of	cotton	has	im-
peded economic development exclusively as of 
the mid-twentieth century. The structural break 

is	 found	 to	 be	 a	 consequence	 of	 cotton	mechani-
zation.	Evidence	from	exogenous	variation	 in	 the	
boll weevil infestation shows that cotton farming 
was strongly dependent on tenant farmers with 
little	human	capital.	I	then	find	that,	following	cot-
ton	mechanization,	the	cotton	tenants	were	largely	
displaced and absorbed from the manufacturing 
sector.	 Examining	manufacturing	data	 over	 time,	
this	paper	provides	evidence	that	the	inflow	of	cot-
ton tenants replaced existing unskilled labor and 
reduced manufacturing productivity. Besides the 
composition	 effects,	 the	 inter-sectoral	 impact	 has	
persisted in the long-run through demand-side. 
Employing an index of state-level policy environ-
ment,	this	study	exploits	within-state	variation	to	
show that the legacy of cotton has induced un-
skill-biased technical change in the manufacturing 
sector.

Staff News
At	the	conclusion	of	this	academic	year,	our	Administrative	Manager,	Eleanor	Langdon,	
announced her retirement after spending the last 12 years with BU’s IED. Eleanor played 
a	vital	part	in	running	the	day-to-day	operations	of	the	Institute,	and	took	pride	in	dedi-
cating	her	time	at	BU	to	helping	facilitate	students’	success.	Eleanor	will	be	greatly	missed,	
and	we	wish	her	the	all	the	best	in	her	retirement.	At	the	time	of	publication,	her	successor	
has yet to be announced. 
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In both political and academic circles, the 
introduction of performance incentives to 
bureaucracies has been widely debated. Such 
incentives elicit a tradeoff between encouraging 
agents towards a desired outcome and 
misdirecting their efforts; a tradeoff that 
is worsened by outcomes that could be 
manipulated or are hard to observe (Holmstrom, 
1979). This paper shows widespread 
manipulation of outcome measures can occur 
even in a setting where one would expect great 
difficulty in gaming the system, which may 
suggest an even more narrow view for the 
situations in which incentives may be beneficial 
in achieving a desired result.

Fisman and Wang analyze the introduction 
of province-level safety objectives, or `death 

  fo noitartsinimdA etatS s’anihC yb ’,sgniliec  
Work Safety (SAWS) in February 2004. The 
rules’ stated purpose was to curb the high 
number of accidental deaths, most of which 
were workplace-related. SAWS required each 
province to designate plans for lowering 
accidental deaths below the target and report 
deaths from traffic accidents, fire, or workplace-
related incidents (for a subset of industries) on 
a quarterly basis. While on paper the reforms 
appeared to be a success, a careful analysis of 
the data by the authors shows that in reality 
the reporting of death statistics was rife with 
manipulation. The authors apply McCrary’s 
(2008) test for manipulation to a running variable 
for the distributions of year-end deaths-to-ceiling 

ratios for each type of accidental death. 

In contrast to cumulative deaths for the first 
three quarters of the year, in which the authors 
do not observe a discontinuity, the authors 
find a clear discontinuous drop in the ratio for 
accidental deaths at one. This result suggests 
‘sorting’ of reported deaths around the ceiling, 
which the authors find to be more severe for 
industry-related deaths. The authors caution 
however that they cannot rule out that actual 
safety improvements also occurred. In a second 
analysis, the authors consider the cross-province 
variation in the outcome measure to assess the 
impact of tying the promotion of local officials to 
achieving targets. The authors find that provinces 
in which “no safety, no promotion” laws were 
enacted exhibit a stronger reduction in accidental 
deaths. Finally, the authors explain why the 
manipulation of reporting occurs at the ceiling as 
opposed to below. The authors cite the potential 
convex costs of manipulating results but also 
provide evidence that a ratcheting effect may be 
of concern to officials. The year-end deaths in 
a given year strongly predict the ceiling in the 
following year, meaning that if officials reported 
deaths well below the ceiling they would need to 
report significantly lower deaths in the following 
year to meet the target. In spite of this fact, the 
authors do not find that deaths are manipulated 
upward to reduce the ratcheting effect.
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Fall 2017
9/11/17 
Attila Ambrus (Duke/visiting BU) 
“Information risk sharing with local information” 
(joint	with	Wayne	Gao	and	Pau	Milan)
9/18/17 
Frederico Finan (Berkeley) – Distinguished Visitor 
“Money	and	Politics:	The	Effects	of	Campaign	Spend-
ing Limits on Political Competition and Incumbency 
Advantage”
9/25/17 
James Rauc (UCSD,	visiting	NYU)	  
“History	Dependence	in	Networks	of	Close	Relation-
ships:	Theory,	and	application	to	job	referrals”
10/02/17 
Matthew Jackson (Stanford) – Distinghuished Visitor 
“Centrality,	Power,	and	Position	in	Networks”
10/16/17 
Hoyt Bleakley (Michigan) 
“Longevity,	Education,	and	Income:	How	Large	is	the	
Triangle”
10/23/17 
Ajay Shenoy (UCSC,	visiting	Brown) 
“Estimating the Production Function when Firms are 
Constrained”
10/30/17 
Alberto Alesina (Harvard) 
Organized	Crime,	Violence	and	Politics”
11/06/17 
Daron Acemoglu (MIT) 
“Endogenous	Production	Networks”
11/13/17 
Alex White (Calgary) 
“Patenting and Performance in the Global Economy”
11/27/17 
Sebastian Sotelo (Michigan) 
“Trade-Induced Structural Change and the Skill Premi-
um”	(joint	with	J.	Cravino)

12/04/17 
Pinelopi Goldberg (Yale)	–	Distinguished	Visitor 
“Competition,	Markups,	and	Cost	Pass-through:	A	
Production-Side Approach with an Application to the 
Indian	Trade	Liberalization”

Spring 2018 
3/12/18 
Camilo Garcia Jimeno (UPenn) 
“Women,	Rails,	and	Telegraphs:	An	empirical	
study	of	information	diffusion	and	collective	
action”
3/19/18 Leah Boustan (Princeton)  
“The	Intergenerational	Effects	of	a	Large	Wealth	Shock:	
White	Southerners	after	the	Civil	War”	(joint	with	
Philipp Ager and Katherine Eriksson)
3/26/18 
Raul Sanchez de la Sierra (Berkeley,	visiting	Harvard) 
“Corrupt Hierarchies”
4/02/18 
Francois Velde (Chicago Fed) 
“Lottery Loans in the Eighteenth Century”
4/09/18 
Ruben Durante (UPF and Sciences Po) 
“One	Team,	One	Nation:	Football,	ethnic	Diversity,	and	
Conflict	in	Africa”
4/23/18 
Micaela Sviatschi (Princeton) 
“Making	a	Narco:	Childhood	exposure	to	Illegal	Labor	
Markets and Criminal Life Paths”
4/30/18 
Isaac Mbiti  UVA) 
“The Short-Run Returns to Apprenticeship Training: 
Experimental	Evidence	from	Ghana’s	National	Ap-
prenticeship Program”

Seminars
IED	organizes	a	weekly	seminar	during	the	academic	year	where	visiting	speakers	present	their	
research. The following is the list of seminars for the 2017-18 year:
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