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Dissertation Papers

Returns to Microfinance Borrowing in Bangladesh: Identification via heteroskedasticity

Abstract: This paper estimates the impact of borrowing from microfinance institutions in Bangladesh
on per-capita household consumption. Previous attempts to estimate the effects of microfinance on
household welfare have been scarce, due to a lack of convincing instruments available to control for
the endogeneity of borrowing. I instead identify the effect of borrowing using conditional second
moments. The estimated elasticity of consumption with respect to the amount borrowed is 0.19.

Dynamic Labor Supply Adjustment with Bias Correction

Abstract: Studies using household data to estimate the Frisch elasticity of labor supply have typi-
cally found a weak response in hours of work to changes in the wage. This paper finds that the weak
dependence of hours worked on wages, rather than indicating a small elasticity of intertemporal
substitution, is the result of delayed adjustment. Workers are unable to fully re-optimize in each
period, and therefore take time to adjust labor supply to changes in the wage. Using PSID data on
prime-age men, I estimate a log-linear dynamic labor supply equation. Endogeneity of the wage is
handled with a control-function approach, which exploits the fact that lagged wages affect current
wages, but not current hours conditional on wages. Estimates are corrected for dynamic panel bias.
The estimated elasticity of hours with respect to lagged hours is 0.423. Failure to bias-correct leads
to underestimating this effect by more than 30 percent.

Life-Cycle Labor Supply: A Semiparametric Model with Nonadditive Fixed Effects

Abstract: Linear life-cycle labor supply equations are derived from utility functions that are separa-
ble in consumption and leisure. The separability assumption implies that individual-specific effects,
representing marginal utility of wealth, are additive in the hours equation and can be differenced
out. This assumption is widely recognized in the literature as unlikely to be true, and can lead to
biased estimates of the Frisch elasticity. Using PSID data, I examine the severity of this bias by
estimating a semiparametric labor supply equation for married men that allows for a more general
form of utility. A control function is used to control for the unobserved individual heterogeneity,
allowing individual effects to be both non-additive and correlated with the exogenous variables.
The estimation strategy identifies and estimates the average structural effects of wages on hours.




