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Abstract

I analyze the use of group variation in the probability of receiving a treatment to recover
information about the causal effects of that treatment, within the framework of a structural
model of counterfactual outcomes and enrollment into the treatment. Specifically, I study
the conditions under which a simple group difference in differences—that is, subtracting the
difference in mean outcomes between treated and untreated units belonging to a group with a
low treatment rate from that same differences for units belonging to a group with a high rate—
identifies a lower bound on the difference in average treatment effects between the high- and
low-rate groups. When theory of prior empirical evidence imply that the effect of the treatment
is nonnegative, this group difference in differences also identifies a lower bound on the average
treatment effect itself for the high-rate group. While the conditions required for the lower-bound
argument are not directly verifiable, I suggest falsification tests for whether they are consistent
with the data. I also prevent several examples, illustrating the applicability of the identification
results and the effectiveness of the falsification tests.
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1 Introduction

Quasiexperimental analyses of treatment effects are typically predicated on the assumption that,

after conditioning on a set of observable covariates, treatment status is as good as random—that is,
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independent of counterfactual outcomes (Rubin, 1974). However, there is often reason to suspect
that unobserved factors affect both the decision to enroll in the treatment and the counterfactual
outcomes that units would experience with and without that treatment, invalidating this conditional
independence assumption. In such cases, empiricists often turn to alternative identification strate-
gies such as instrumental variables or difference-in-difference analyses. Although these strategies
can circumvent the biases that unobserved confounders may introduce into comparisons between
treated and untreated units, they also place rather stringent requirements—such as the availability
of an instrument that affects treatment status but not counterfactual outcomes, or the presence of a
comparison group whose untreated outcomes evolve over time in parallel with those of the treatment
group—on the data available to the researcher.

In this paper, I study the extent to which variation between groups in the probability of receiving
a treatment can be used to identify information about the causal effect of that treatment. Specif-
ically, I investigate the conditions under which the difference in mean outcomes between treated
and untreated units belonging to a group that is relatively unlikely to receive a treatment (the
low-treatment-rate group) can be used to control for the selection bias that may contaminate that
same mean outcome difference for a group that is relatively likely to receive the treatment (the
high-treatment-rate group).

The motivation behind this comparison is that individuals may be more likely to enroll in a
treatment if they expect to benefit from that treatment, which raises the specter that comparisons
between treated and untreated units are contaminated with (positive) selection bias. If enrollment
into the treatment is less selective for one group (in the sense that members of that group are
relatively likely to receive the treatment), then we might suspect that comparisons of mean outcomes
between treated and untreated members of that group contain less selection bias than do those
comparisons for the low-rate group. If this is the case, then the group difference in differences—that
is, the difference between the high- and low-rate groups in mean outcome differences between treated
and untreated units—will more than control for the selection bias present in treated-untreated
comparison for the high-rate group, bounding the group difference in average treatment effects
from below. The substantive identification results in this paper provide sufficient conditions for
this intuition to hold true. Although the group difference in average treatment effects may be

informative in itself, if theory or prior empirical evidence suggest that the effect of the treatment



is, at worst, zero, a lower bound on the group difference in treatment effects is also a bound on the
average treatment effect itself for members of the high-rate group.

The basic approach to identification in this paper is similar to that in Gardner (2020), which this
paper complements and extends. Analyzing Black-white differences in the wage effects of northward
migration during the African American Great Migration period, Gardner (2020) considers a reduced-
form setting in which the treatment enrollment decision depends on an unobserved variable, and
mean counterfactual outcomes are are a linear in that variable. In that setting, the group difference
in treated-untreated outcome differences identifies a lower bound on the group difference in average
treatment effects under restrictions on the group-specific probabilities of receiving the treatment
and the shape of the distribution governing the unobserved variable that determines treatment
status. By explicitly modeling the treatment enrollment decision and counterfactual outcomes,
this paper obtains an analogous conclusion under relatively mild restrictions on counterfactual
outcomes, the net benefit of enrolling, and notably, the distributions of the unobservables that
influence counterfactual outcomes and treatment enrollment. The cost of this additional generality
is that the conditions under which the lower-bound identification argument holds, which involve
nonlinear functions of unobserved variables, are not directly verifiable. However, for each of these
conditions, I propose falsification tests that can help assess whether the data are consistent with
the requirements of the identification procedure.

The underlying approach taken to identification in this paper—writing down a model of en-
rollment and outcomes and taking that model seriously to identify or bound components of the
model, or treatment effects implied by those components—is related to the literature on identifica-
tion and estimation of Roy models (Roy, 1951; Heckman and Honoré¢, 1990; Heckman and Vytlacil,
1999; D’Haultfoeuille and Maurel, 2013; Maurel and D’Haultfoeuille, 2013; Eisenhauer et al., 2015).
This paper is also related the literature on identification of bounds on treatment effects (Manski,
1989, 1990), although the approach taken here is comparatively parametric. de Chaisemartin and
D’Haultfoeuille (2017) also study the identification of average causal effects in the absence of a group
that never receives the treatment. My results, which merely bound group differences in treatment
effects, are less ambitious than theirs, though they can be applied when the data do not have a time
dimension.

In Section 2, I use a simplified model to illustrate the logic of the lower-bound approach to iden-



tification in a stylized setting. In Section 3, I develop a flexible extension of that simple model that
can be applied in more general settings, with relatively weak restrictions on the treatment enroll-
ment decision, counterfactual outcomes, and heterogeneity between members of different groups,
and derive corresponding identification results. In Section 4, I present empirical applications to
illustrate the usefulness of the identification results and the effectiveness of the falsification tests. I

conclude in Section 5.

2 DMotivation: Identification in a simplified setting

To motivate the lower-bound identification result developed below, and to provide some intuition
for how that argument works in a more stylized setting, I first show how it can be obtained in
a simplified model with limited heterogeneity between groups. To that end, suppose that there
are two groups, g € {l,h}, where members of the high-rate group h are more likely to receive the
treatment than members of the low-rate group [. Also suppose that members of each group differ in
their level of a binary unobserved characteristic a € {a, a}, the distribution of which is independent
of group membership and given by 7 = P(a = a). Let d € {0,1} be an indicator for treatment
status, and suppose that the counterfactual outcomes that members of group g would experience
given treatment status d satisfy yqq(a) < y4q(a). Finally, assume that the net benefit of receiving
the treatment is given by 7,(a) = Ay +7v1(a = a) — €, where, reflecting the idea of positive selection
into treatment, v > 0, and ¢, which represents idiosyncratic influences on the treatment decision, is
drawn independently of group membership with log concave distribution function F' and associated
density f.! In this simplified model, group differences in treatment rates are entirely determined by
differences in the secular cost/benefit shifter Ay, so that group h’s higher treatment rate implies
that Ay > A

The difference in mean outcomes between treated and untreated members of group g can decom-
posed into terms reflecting the average effect of the treatment on the treated (ATT) and selection

bias that arises because enrollment and counterfactual outcomes are increasing in the unobserved

LA function is log concave if its logarithm is concave.



characteristic a according to

E(y|1,9) — E(y|0,9) = [P(all, 9)y14(a) + P(all, 9)ly14(a) — [P(al0, g)yoe(a) + P(al0, g)]yoe(a)

= P(all, 9)[y14(a) — yog(a)] + P(all, 9)[y14(a) — yog(a)]
ATT,

+[Plall, g) — P(al0,9) yog(a) + [P(all, g) — P(al0, g)]yos(a),

Selection bias

where “1” is shorthand for the event d = 1 (and similarly for “0”) and P(a|d, g) denotes the probability
of having skill type a € {a,a} conditional on treatment status d and group membership g. The
difference between the high- and low-rate groups in mean outcome comparisons between treated and
untreated units is [E(y|1, h) — E(y|0, k)] — [E(y|1,1) — E(y|0,1)]. This group difference in differences
will bound the group difference in average treatment effects from below if the selection bias term is

larger for the low-treatment-rate group, so that

[P(all, h) — P(al0, h)] yon(a) + [P(all, h) — P(al0, h)]yon(a)

< [P(a[1,1) = P(a|0, )] yoi(a) + [P(al1,1) = P(al0, Dlyo(a), (1)

or, since P(ald,g) =1— P(ald,g), if

[P(al1,h) = P(al0, h)]lyon(a) = yon(a)] = [P(all,1) — P(al0, D][yo(a) - yor(a)] < 0.

Since members of group h are, by definition, more likely to select into the treatment, a natural
assumption is that the return to the unobserved characteristic a with respect to untreated outcomes
for members of that group is smaller than for members of group I, i.e., that yop(a) — yon(a) <

yor(@) — yoi(a). Given the positive nature of selection into the treatment, under this ancillary



assumption, the differential selection bias components also satisfy

[P(a|l, h) — P(al0, h)][yon(a) — yon(a)] — [P(all,1) — P(al0,)][yo(a) — yoi(a)]
<A{[P(all,h) — P(al0,h)] — [P(a|1,1) — P(al0, )] }yo(a) — yo(a)]

~ &[P(@|1a9) — P(al0, g)llyoi(@) — you(a)]dA, (2)

where dA = A, — A2 Moreover, since yo4(a) > yog(a) for g € {l, h} by assumption, (2), and hence

(1), will hold if
0

T%[P(@Il,g) — P(al0,9)] < 0. (3)

The following result establishes sufficient conditions for (3).

Proposition 1. Suppose that members of group g are treated with probability less than 1/2. Then

IA. [P(all,g) — P(al0,g)] <0

f(Ag+7) = f(Ay) <0. (4)

The intuition behind this result, which I prove in Appendix A, is illustrated by Figure 1. A
change in A, will increase the probability of enrollment among those with high a by about f(Ag +
v)dA, and among those with low a by about f(Ay)dA. When condition (4) holds, an increase in
A, will induce more low- than high-types to enroll in the treatment, so that selection bias will be
decreasing in A,4, and hence with respect to the probability of receiving the treatment.

Proposition 1 also imbues the model with implications that are at least partially observable.
Since yog(a) > yog(a) by assumption, if the conditions of the proposition are satisfied, then the
relatively small differences dP(1]|a) between high-a members of the high- and low-rate groups will
be associated with relatively large untreated outcomes yo4(a) for either group, while the relatively
large group differences dP(1|a) for low-a members will be associated with relatively small untreated

outcomes yog(a). In other words, the differences dP(1]a) in treatment probabilities will be negatively

2This result relies on the fact that P(a|l,g) > P(al0, g), (i-e., that there is positive selection into the treatment),
which is intuitive. To show this formally, note that dP(a|l, g)/dy = (8/0V){rF(A+~)/[rF(A+~)+ (1 —m)F(A)]}
has the same sign as (1 — 7)F(A) > 0 (and the opposite sign of dP(all, g)/d7).



correlated with untreated outcomes yo4(a) across values of a. Although it is not possible to assess the
sign of the covariance between untreated outcomes and group differences in enrollment conditional on
an unobserved characteristic, it may be possible to assess whether untreated outcomes are negatively
correlated with treatment probabilities conditional on some observable proxy for that characteristic.
This suggests an empirical test for whether selection bias, as measured by the correlation between
enrollment probabilities and counterfactual outcomes across unobserved characteristics, is decreasing
in the probability of receiving the treatment. I pursue this idea further in the context of a richer
model of the treatment decision and counterfactual outcomes in Section 3 and put it into practice

in Section 4.

3 Model and identification

3.1 The model

The simple model developed in Section 2 is intended to capture the notions that the net benefit of
enrolling in the treatment is greater for members of the high-treatment-rate group, leading to group
differences in enrollment rates, while both counterfactual outcomes and the probability of enrolling
are increasing in a common unobserved variable, leading to positive selection bias for both groups.
In this section, I develop an extended version of this model in order to capture these aspects of the
decision environment in a more general setting, while keeping the model analytically tractable.

Let d be an indicator for whether an individual enrolls in the treatment. Suppose that there are
two groups of units indexed by g € {l,h}, where members of the low-treatment-rate group [ are less
likely to enroll than members of the high-treatment-rate group h. Also suppose that individuals
differ in their realizations of an unobserved variable a that influences both their decision to enroll
in the treatment and their counterfactual outcomes.

Suppose that the decision to enroll takes the form

dg(a, e)=1 H’(Agv a) —e >0 (5)

for g € {l,h}, where A, is a vector of group-specific secular cost or benefit shifters and e represents

the influence of idiosyncratic factors on the enrollment decision. In order to model the enrollment



decision flexibly, I also assume the following.

Assumption 1. (A, a) takes the form

W(Agp a) = A1g + A2g'7(A39 + a)7

where v >0, v <0 and v exhibits constant relative risk aversion.

Besides using a standard CRRA functional form, Assumption 1 allows the effect of changes
in Ay = (Aig,Agg, Azg) to be constant, increasing, or decreasing in a. Note that when A, is
scalar, this assumption nests a set of simpler models in which ¥(Ag, a) takes one of the forms
{Ag +v(a), Agy(a),y(Ay + a)}. This model allows for the possibility that the net benefit 4 from
enrolling in the treatment is simply the difference between treated and untreated outcomes, perhaps
minus a term reflecting this cost of enrollment, as well the possibility that « reflects costs and benefits
other than those associated with treatment-induced differences in outcomes.

In order to allow for the possibility that group differences in the distribution of a contribute to

group differences in enrollment and outcomes, I also assume the following.

Assumption 2. The densities 74, g € {l,h}, of a belong to the same scale family on RY, where m

is the standard density.

This assumption allows for heterogeneity in the group-specific distributions of a, while requiring
those distributions to have the same basic shape. Note that Assumption 2 implies that 7 (a) =
mi(a/op), where oy, is the scale parameter for group h.

Also assume that the distribution of € satisfies the following conditions.

Assumption 3. The idiosyncratic component € of the enrollment decision rule is distributed over R

independently of a and g with log concave distribution function F (and associated density function
f)-

The log concavity assumption on F' is typical in discrete-choice models. For example, the error
distributions used in the logit and probit models satisfy this assumption. The assumption that the
distribution of € is identical across groups is a matter of notational convenience. It can be weakened
to allow the group-specific distributions of € to belong to the same location-scale family by absorbing

the group-specific location and scale parameters into A, and Ag,.



To capture the idea that treated units are positively selected on the unobserved variable a
that influences enrollment, suppose that counterfactual outcomes yqq, d € {0,1}, g € {l,h}, that
members of the high- and low-rate groups would experience with and without the treatment are

determined by

Ydg = ydg(a)v yzlig(a) > 0. (6)

Note that observed outcomes can be expressed as y, = (1 — d)yog + dy1g. The assumption that
the y4y depend on a alone can be weakened, for example by letting y4g = Jag(a) + vy, where the
distribution of v, does not depend on treatment status.?

Finally, the identification argument developed below requires that counterfactual outcomes sat-

isfy the following slope condition.
Assumption 4. Untreated outcomes satisfy y(,(a)on < yp,(a) for all a.

Assumption 4 essentially holds that members of the high-treatment-rate group fare worse in
the untreated condition than do members of the low-rate group. This assumption (which places no
restrictions on treated outcomes) is consistent with group differences in treatment rates, and may be
justified in some applications by prior evidence or a priori theoretical considerations. For example,
in the case of the Great Migration, it requires that Blacks receive lower wages than whites when
living in the South. Furthermore, in Proposition 2 below, I develop a test for whether observed
outcome data are consistent with this assumption on average, to within a first-order approximation.

The strength of this test depends on the nature of the available data and the shape of the m,
(which, in general, is not identified without further restrictions). Specifically, when the data have
a time dimension and contain information from a pre-treatment period during which no units have
been treated, it is possible to directly test whether Assumption 4 holds on average, to within a
first-order approximation (under the assumption that the primitives of the model such as 7, and
Yog are stationary, of course). When only post-treatment data are available, this test becomes a
falsification test, the implications of which depend on whether the distributions of a are log concave
or log convex. In all three cases, a finding that Var(ylh) < Var(y|l) suggests that the data are

consistent with the assumption.

3The validity of Proposition 2 in this case requires an additional restriction on the group specific variances vg, for
example that Var(vy) is the same for both groups. This assumption is consistent with the underlying idea that it is
a that generates group differences in outcomes and enrollment.



Proposition 2. Suppose that equations (5) and (6) and Assumption 2 hold. Then, by a first-order

approrimation:

1. If pre-treatment-period data are available, Var(y|h)/Var(y|l) = Ely,(ona)on|l]/Elyy,(a)|l],where

y denotes observed outcomes in the pretreatment period.

2. If only the post-treatment data are available, then if the w, are log concave, Var(y|0, h)/Var(y|0,1) >
1 implies that Ely, (ona)on|l] > Ely(,(a)|l], where y denotes observed outcomes in the post-

treatment period. Otherwise, if the my are log convex, Var(y|0,h)/Var(y|0,1) < 1 implies that

Elyy,(ona)on|l] < Elyg(a)|l].

3.2 Identification

The logic behind the approach to identification taken in this paper is that, if selection bias is
decreasing in the probability of enrollment, the group difference in differences will over-control for
selection bias for the high-rate group, bounding the group difference in average treatment effects
(and possibly the average treatment effect itself for the high-rate group) from below. The substantive
identification results presented below elucidate the conditions under which this logic holds true. In
this section, I sketch the identification results, presenting full proofs in Appendix A.

The difference in mean observed outcome differences between the high- and low-rate groups is
[E(yl1,h) = E(y|0,h)] = [E(yl1,1) — E(y|0, h)], (7)

where “1” is shorthand for the event d = 1, and similarly for “0.” When counterfactual outcomes
are determined as in (6), the difference in mean outcomes between treated and untreated members
of group g can be decomposed into the average effect of the treatment on the treated (ATT) and a

selection bias term as

E(yl1,9) — E@[0,9) = / yng(@)plall, g)da — / yog(@)p(al0, g)da

= [ 14f0) — sy @ p(alt. g)da-+ [ [p(al1.g) — plal0. o) myla)da, (9

-~

ATT, Biasg

where p(alg,d) denotes the density of a conditional on group membership g and treatment status

10



The difference (7) between the high- and low-treatment-rate groups will bound the group dif-

ferences in AT'Ts from below if the differential bias term Bias, — Bias; is nonpositive, or if

/[p(allah) — p(al0, )] yOh(a)daS/[p(allvl)—p(alojl)} yoi(a)da. (9)

Under Assumption 4 on the relative slopes of untreated outcomes, a sufficient condition for (9) is

that (see Lemma 1 of Appendix A)

880, {/[p(allag; 0) — p(al0, g; 9)yog(a)da} df <0, (10)
between 6; and 6y, where 0 = (A, Ay, Az, o) and df = 0}, — 0;.

Under the enrollment decision rule (5) and Assumption 2 on the distributions of the a, the group-
specific probabilities of enrollment can be expressed in terms of the low-rate group’s distribution of
a as P(1lg) = E{F[y(Ay,04a)]|l}, so that group differences in treatment probabilities arise from
differences in the distribution of a (represented by do,) and different preferences for enrollment

(represented by dA,) according to

opr(llg)
06’

P(1|h) — P(1|l) ~ o = dP(1) > 0.

A change df in these parameters will change the likelihood of enrollment for an individual with
unobservable a by dP(1|a) =~ f[7(A,ca)][07(A, oa)/00']d6.

Proposition 3 below shows that, under the assumptions of the model, a sufficient condition
for (10), and hence for the group difference in differences to bound the group difference in ATTs
from below, is that there is a group for whom the probability of enrollment is less than one half
and the changes dP(1|a) in the enrollment probabilities induced by the distributional and prefer-
ence differences df between the high- and low-rate groups are negatively correlated with untreated

outcomes.

Proposition 3. Suppose that (5), (6), and Assumptions 1-4 hold. Then a sufficient condition for
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(9) is that there is a g € {l,h} such that P(1|g) < 1/2 and

97(A,0a)

Cov |f(7(A,0a)) 50

df,yog(oga)| <0 (11)

between 0; and 0y,.*

Although the proof of Proposition 3, which proceeds via a series of lemmas presented in Appendix
A is almost entirely technical, the intuition is fairly straightforward. The covariance condition (11)
holds that the typical individual induced to enroll in the treatment by their membership in the
high-rate group would experience a relatively low outcome absent the treatment. Selection bias, in
other words, is decreasing in the probability of enrollment.

The covariance condition (11) in Proposition 3 is obviously the operative requirement for the
validity of the lower-bound identification argument. Unfortunately, because it places restrictions on
potentially nonlinear functions of an unobserved variable, it is neither directly verifiable nor likely
to be acceptable on a priori grounds. A natural falsification test for whether the data are consistent

with this condition is to examine the covariance

Cov[P(1]h,x) — P(1[l, x), yog] (12)

for g € {l, h}, where x is a vector of observed covariates thought to be related to both the treatment
decision and counterfactual outcomes, either because they are correlated with a or because a itself is
a (random) function of those covariates.> Note that if outcomes are only observed after enrollment
decisions have been made, (12) can only be estimated with respect to the distribution of observed
y among untreated units.® The motivation behind this approach is that, in general, a finding that
untreated outcomes are negatively correlated with enrollment probabilities conditional on observ-

ables lends credibility to the hypothesis (though of course does not imply) that the unobservable

“In (11), expectations are taken with respect to the distribution of a among the low-rate group.

® An alternative version of this test replaces yoy in (12) with E(yog|x). The justification for this is that, by the law
of total covariance, Cov[P(1]a) — P(0,a), yog] = Cov[P(1]h,z) — P(1]l,z), E(yog|x)] + E{Cov[P(1]a) — P(0|a), a|z]}.
This version of the test may be easier to interpret when x is multidimensional.

5This problem will be less severe for the low-treatment-rate group, for whom the untreated population and overall
populations are more similar. Also note that since the change in the treatment probability is likely to be small for
those with large realizations of a (who are most likely to enroll regardless of group membership), the covariance among
the untreated (which will exclude those with the smallest treatment probability changes but the largest untreated
outcomes) is likely to overstate the covariance with respect to the full distribution of untreated outcomes.

12



covariance condition (11) holds (this interpretation is similar in spirit to that of Altonji, Elder, and
Taber, 2005).

The identification argument developed in this paper largely abstracts away from observable
covariates by bounding group differences in selection bias, rather than attempt to eliminate it
entirely. One approach to incorporating covariates is to model a as some random function a = g(z, u)
of the covariates, in which case the identification argument applies as presented across covariate
strata (this is analogous to the approach taken by popular linear sample-selection estimators).
Alternatively, the model can be applied within strata defined by discrete (or binned continuous)
covariates, although in that case the requirements for identification should be assessed within each

stratum. I illustrate multiple approaches to incorporating observable covariates in Section 4.

4 Empirical examples

4.1 The Great Migration

Gardner (2020) uses identification results for a reduced-form model to interpret Black-white dif-
ferences in North-South wage differentials during the African American Great Migration period
as lower bounds on the Black-white difference in causal effects of migration from the Southern
to Northern US. Although this period is named for the tremendous rates at which Southern-born
blacks moved to the North, accounts of the Great Migration sometimes overlook the fact that this
Southern Black diaspora was accompanied by considerable migration among whites as well (see
Tolnay, 2003, for an overview of the sociodemographics of the Great Migration). In this section, I
revisit that analysis to demonstrate how a structural model of migration and outcomes during this
period can be combined with the results developed above to use Black-white variation in migration
rates to identify bounds on the Black-white differences in the effects of northward migration from
Black-white differences in regional wage differentials.

In the context of the Great Migration, the idea behind the model is that the unobserved (or
incompletely observable) skills that determine wages in the South and the North are probably
also related to the Southern-born individuals’ migration decisions, either because the benefit to
migrating is increasing in those skills, the cost of migrating is decreasing in those skills, or both.

Consequently, wage differentials between migrants and non-migrants (which are widely known to
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be positive, both overall and by race) may be contaminated with positive selection bias. However,
the greater rates at which Southern-born Blacks migrated relative to their white counterparts may
suggest that migration was less selective, and that wage comparisons by migrant status contain less
selection bias, for Blacks.

The data for this example are drawn from 1% Integrated Public Use Microdata Samples (IPUMS)
of the 1970-1970 US Decennial Censuses (Ruggles et al., 2010). From these samples, I retain
information on Southern-born Black and white men aged 16-64 and living in the US at the time
of enumeration.” 1 define wages as annual income from wages and salary, and inflate all wage
information to 1999 dollars using the CPI deflator variable included in the IPUMS extracts.

Recall that, insofar as the migration decision and counterfactual earnings in the North and South
can be viewed through the lens of the model developed in Section 3, there are three prerequisites
for the lower-bound identification procedure to apply in this setting. One of these conditions is
that counterfactual outcomes satisfy the relative slope condition of Assumption 4, which in this
case asserts that the wage return to the unobserved variable a that influences wages and migration
status is lower in the South for Blacks than for whites. While this condition is not directly observable,
the test developed in Proposition 2 can be used to assess whether it holds on average. Although
in this setting wages are only observed after the migration decision is made, the second part of
the proposition implies that observed outcomes are consistent with this assumption if the Black-
white ratio of wage variances among those living in the South is less than one. Table 1 summarizes
tests of this condition. Decade-by-decade, the standard deviation of wages for Blacks living in the
South is less than that for whites living there. In every case, a normality-based test of the null
that the standard deviations are the same against the alternative that the standard deviation is
smaller for whites fails to reject. In addition, 95% percentile-t bootstrap confidence intervals for
the ratio lie strictly to the left of one in every decade. For log wages, the story is similar for 1940
and 1950, with tests failing to reject the null of equal standard deviations. For 1960 and 1970, the
standard deviations are numerically similar and the confidence intervals are tightly concentrated
around one, although the fact that formal tests reject the null might warrant taking the lower-bound

interpretation for log wages in these decades with a grain of salt.

"I define the South as Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi,
North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia are Southern states, and
the North as any other state in the US.
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The other requirements are given by Proposition 3, which provides sufficient conditions for the
group difference in differences to identify a lower bound on the group difference in ATTs. The
proposition requires that there is at least one group for which the probability of migrating is less
than one half, and that the covariance condition (11) is satisfied (i.e., untreated outcomes are
negatively correlated with group differences in migration probabilities across values of a) for that
group. As the top panel of Table 2 shows, the former condition holds for both groups. Across
decades, the white migration rate is between 13 and 20%, with Black-white differences in those
probabilities between 6 and 14%.

The covariance condition is the most difficult to assess, since it depends on the covariance
between nonlinear functions of an unobserved variable. Since wages and migration are thought to
depend on an unobserved skill index in this case, to provide evidence on the plausibility of the
covariance condition, I examine the decade-specific empirical correlations between wages and racial
differences in migration probabilities by educational attainment (measured in years), which is likely
correlated with overall skills. Specifically, for each decade, I compute race-specific probability of
migrating for each level of educational attainment, then report the race-specific correlation between
Black-white differences in the probability of migrating conditional on education and wages for those
remaining in the South. The results of this exercise are summarized in the left panel of Table 3.
Across decades and races, and regardless of whether wages are measured in levels of in logs, the
estimated correlations are all positive. Each of the decade- and race-specific null hypotheses of zero
correlation is rejected by both a parametric test based on a joint normality assumption and by a
test based on a 95% nonparametric bootstrap confidence interval.

These positive correlations make it difficult to justify applying the identification argument in
this setting. However, as Figure 2 shows, racial differences in selective migration during this period
were not so simple, at least with respect to education. The figure, which plots Black-white dif-
ferences in education-specific migration probabilities against education, reveals an interesting and
robust pattern. In each decade, Black-white differences in migration probabilities are increasing in
education for lower levels of education, and decreasing in education for higher levels. This suggests
that, for relatively educated Southerners, racial differences in selective migration are consistent with
the intuition used to motivate the lower-bound approach—Iless skilled Blacks were more willing to

migrate than their white counterparts—while for less-educated Southerners, selection into migration
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followed the opposite pattern.

This finding implies that the requirements of the identification argument may be more likely
to hold among relatively educated Southerners. Accordingly, I refine the sample to include only
observations with above race-and-decade-specific median educational attainment. Before revisiting
the covariance condition, I verify that the other requirements for identification hold within this
subsample. The lower panel of Table 1 shows that Black-white relative wages in the South, as
measured by their relative variances, are consistent with this condition according to both parametric
and bootstrap tests, as are relative log wages in every decade but 1960 (and even in that decade,
the point estimate is not that far from one). The lower panel of Table 2 shows that group-specific
migration rates in this sample are also consistent with the identification argument, with between
13 and 20% of Southern-born whites migrating, and an additional 6 to 14% of Blacks doing so.

The corresponding covariance tests are presented in the right panel of Table 3. Here, the
covariance between wages in the South and Black-white differences in education-specific migration
rates is positive (and statistically significant) for Blacks in 1940 and 1950, negative and statistically
significant in 1970, and close to zero (and statistically insignificant) in 1970. For whites, these
covariances are negative and statistically insignificant in every decade. Note that, because it is only
a sufficient condition, the lower-bound identification argument applies if the covariance condition is
satisfied for either group.

Among relatively educated Southerners, therefore, the data appear to be consistent with the
requirements for identification. Accordingly, Table 4 presents estimates of decade-specific group
difference-in-difference regressions of wages and log wages on indicators for being Black, migrating
north, and an interaction between these indicators, for Southern-born Black and white men with
educational attainment above their respective decade-and-race-specific medians. The estimates show
that, across all decades, Southern-born white men who migrated north earned more than those who
remained in the South (by $3,700-7,900, depending on the decade), and Black men who migrated
earned more still in most decades (an additional $800-$1,700, although the estimate for 1940 is
a negative and statistically significant $1,200).8 In log terms, white migrants earned between 17

and 24% more than non-migrants, while the premium for Black migrants was between 23 and 39%

8The finding of a negative “premium” for Blacks in 1940 is consistent with the notion that Black migration was
less selective with respect to wages.
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larger.

Since, among relatively educated Southerns, the evidence in Tables 1, 2, and 3 is consistent with
the requirements for identification, the group difference-in-differences results can be interpreted as
lower-bounds on Black-white differences in the causal effects of migration on wages. The wage
results from Table 4 imply that northward migration increased Blacks’ wages by at least $800-
$1,740, depending on the decade (the negative estimate for 1940 is consistent with a negative, zero,
or positive racial difference in that decade), and the log wage results imply that migration increased
Blacks’ wages by 23-39% more than they did whites’ wages. As I note in the introduction, when it
is thought that the effect of the treatment is, at worst, zero, a lower bound on the group difference
in AT'Ts is also a lower bound on the ATT itself for the high-rate group. Based on the sizes of the
raw wage differentials, combined with what we know about the North relative to the South during
this period, there is a strong case to be made that this logic applies to the causal effect of migration
on wages during the Great Migration. We might therefore also conclude that northward migration
increased Blacks’ wages themselves by at least $800-$1,740 or 33-39%, with the understanding that

these bounds are likely very conservative.

4.2 The National Supported Work Demonstration

To further illustrate the applicability and effectiveness of this paper’s results, I use them in a
setting for which there is a reliable experimental benchmark against which structural bounds can be
compared: the well-known National Supported Work Demonstration (NSW) program (see Lalonde,
1986, for a nice review of the program and its administration). In particular, I use the Dehejia and
Wahba (1999; 2002) data on experimental treatment and control units from the original program
as well as their observational data combining treated units from the NSW with control units drawn
from the Panel Study of Income Dynamics to study group heterogeneity in the causal effects of the
program.”

I analyze differences in the effect of the program on earnings in 1978 (i.e., after the adminis-

tration of the treatment to treated units) between Black and white participants. The top panel of

Table 5 presents race-specific estimates of the effect of the program on earnings, obtained from the

9Rajeev Dehejia has generously made these data available at http://users.nber.org/~rdehejia/data/
.nswdata3.html.
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experimental sample. The estimated treatment effects are positive for both groups, and statistically
significant for Blacks. The Black-white difference in estimated treatment effects is about $1,200,
although this difference is not statistically significant.

Before drawing comparisons between treated and untreated units in the observational sample,
I first estimate propensity scores predicted from a logit regression of treatment status on age,
education in years, earnings in the pre-treatment years 1974 and 1975, indicators for having less
than a high-school diploma, being Black, being Hispanic, and being married. I then apply the
Crump et al. (2009) rule of thumb, retaining only observations for which the estimated propensity
score is between .1 and .9. The simple justification for this in the current context is that the model
is more likely to be an accurate descriptor of the enrollment decision and counterfactual outcomes
for individuals with similar likelihoods of participating in the program, at least according to their
observed characteristics. After making this sample selection, the high-rate group consists of Blacks,
among whom 49% received the treatment, compared to 40% among whites. Within this selected
sample, I estimate a group difference-in-differences regression relating post-period earnings to both
treatment and race. As the bottom panel of Table 5 shows, the estimated earnings difference
between treatment and control units in this observational sample is statistically insignificant for
both groups, as is the Black-white difference of about -$1,700. in these differences.

In the case of the Great Migration, large positive regional wage differentials for each group
raise obvious concerns about positive selection into migration. The observational results for the
NSW program might lead to concerns about selection bias of two different natures ( both consistent
with the experimental estimates after accounting for sampling error). Since the racial difference in
treated-untreated comparisons is negative, one concern might be that whites are positively selected
into the program, while Blacks are negatively selected. If this were the case, the Black-white
difference in treated-untreated mean outcome comparisons would necessarily represent a lower bound
on the Black-white difference in average treatment effects. Amnother possibility, however, is that
both Blacks and whites are positively selected, but enrollment is more selective for whites, leading
to a negative estimated group difference in differences. I apply the identification results in this
application to address this second possibility.

To assess the applicability of the lower-bound identification result in this setting, I begin by

testing whether the relative variances of earnings are consistent with the slope condition required
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by Assumption 4. Note that, in the case of the NSW, earnings are observed in 1974 and 1975, prior
to the administration of the program. Thus, by the first part of Proposition 2, this slope condition
can be tested directly (at least to within a first-order approximation). As Table 6 shows, the sam-
ple standard deviations of earnings for Blacks exceed those for whites in both pre-treatment years,
although for 1974, neither parametric nor bootstrap tests reject the null hypothesis of equality. The
variance ratio for 1974 (which is consistent with the slope condition) is probably more represen-
tative of the long-run relative variation in earnings absent program participation, since program
participation and the variance of earnings are probably highly correlated with employment shocks
in 1975, the last year before the administration of the program to treated units.

To assess the covariance condition, I re-estimate the propensity score within the selected sample.
Using the estimated parameters from this logit, I then predict the difference in the (counterfactual)
conditional probabilities with which each individual would enroll in the program if they were Black
or if they were white, holding the rest of their covariates constant at their observed values. I also
estimate race-specific linear regressions of earnings in both 1974 and 1975 on the same covariates
(except for an indicator for being Black) used to estimate the propensity score, which I use to obtain
estimates of expected earnings conditional on those covariates. Finally, I compute the correlation
between these differential conditional probabilities and expected conditional earnings for both races
and both pre-treatment years.! As the results in Table 6 show, these correlations are negative
and statistically significant for whites in both 1974 and 1975. For Blacks, they are positive and
statistically significant when expected 1974 earnings are used, and not statistically different from
zero when 1975 earnings are used.

The data are therefore consistent with the required treatment rate, slope, and covariance con-
ditions, suggesting that the lower-bound identification result applies. Under that model of Section
3, the group difference in differences estimate of -$1,700 reported in Table 5 can be interpreted
as a lower bound on the Black-white difference in the average effect of the program on earnings.
The lower-bound procedure does not produce an “interesting” result here, in the sense that neither
a negative nor a statistically insignificant lower bound reveal much about the group difference in

ATTs. However, since in the experimental sample we cannot reject the null of no differential effect,

10 Although I use expected wages conditional on covariates to illustrate that variation of the covariance test, I obtain
similar results when I use observed wages instead.
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this is the appropriate outcome of the procedure—a researcher applying the lower-bound result in
this setting would conclude, correctly, that the observational results are consistent with zero and

positive Black-white differences in the average effects of the program on earnings.

5 Conclusion

Concerns about selection bias in observational studies are almost always motivated, if only implic-
itly, by a structural model in which the same factors that determine counterfactual outcomes also
influence the decision to enroll in the treatment. In this paper, I use a flexible specification of such
a model to study the conditions under which group differences in enrollment rates can be combined
with group differences in mean-outcome comparisons to recover information about the causal effect
of the treatment. I present sufficient conditions for the group difference in differences—that is, the
difference between the high- and low-treatment-rate groups in mean outcome comparisons between
treated and untreated units—to identify a lower bound on the difference in the average effect of the
treatment between the high- and low-rate groups. It is not difficult to conceive of applications in
which group differences in average treatment effects are interesting, informative and relevant for pol-
icy. In some cases, moreover, the most reasonable null hypotheses is that the effect of the treatment
is, at worst, zero. In such cases, a lower bound on the group difference in average treatment effects
is also a conservative lower bound on the average treatment effect itself for the high-treatment-rate
group.

The theoretical results developed in this paper permit identification of a lower bound under three
key conditions. The first of these places restrictions on group differences in the returns to the unob-
servable determinants of counterfactual outcomes. While this condition is not directly observable,
I present a simple test for whether it holds on average, to within a first-order approximation. The
second condition, which holds that there is at least one group for whom the probability of receiving
the treatment is less than one half, is directly observable. The third condition requires that group
differences in the probability of receiving the treatment conditional on the unobserved determinants
of outcomes are negatively correlated with untreated outcomes. Although this condition cannot be
directly verified, and is unlikely to be acceptable a priori, I suggest testing the plausibility of this

condition by examining whether it holds with respect to group differences in treatment probabilities
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conditional observed correlates of outcomes and enrollment. When these conditions are satisfied,
the identification results imply that a simple group difference in differences recovers a lower bound
on the group difference in average treatment effects. Although the conditions required for identi-
fication are exacting and not directly testable, they may permit some inference about the causal
effect of the treatment when there is concern about selection bias in cases where methods predicated
on selection on observables, or those that require instrumental variables or panel data, cannot be
applied.

I apply the identification results in two empirical examples. In the first, I interpret Black-white
differences in differences in wages between migrants and non-migrants from the South to the North
during the African American Great Migration as lower bounds on racial differences in the effect of
northward migration on wages. Although there is reason to believe that not all of the requirements
for identification are met in this case, I present evidence that the data are consistent with those
conditions among relatively educated Southerners. I also apply the results to study racial differences
in the effect of participation in the National Supported Work Demonstration program, comparing
observational results to experimental results obtained using data on applications whose treatment
status was determined by randomization. In this application, the data are consistent with the
requirements of the identification argument, and the resulting lower bound is also consistent with

the experimental difference.

Appendix A: Proofs

Proof of Proposition 1. Dropping the g subscripts for simplicity and applying Bayes’ rule,

o TF (A +7)
Plall) = TF(A+7) + (1 —7m)F(A)
and
o m[1— F(A+7))]
P(al0) = Tl—FA+y]+(1—7)[1-FA)]
Differentiating,
612(111) _ Fg(z)j) [F(A)f(A+7) = F(A+7)f(A) = WCI
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and

0P (al0 m(l —m
a<A| ) _ ; (0)2> (1= FA+7)]£(A) —[1 - FA)f(A+) = 5

where P(1) =1—P((0) =nF(A+~)+ (1 —m)F(A).
Notice that 9P (a|l)/0A (and hence ¢;) have the same sign as
fA+y) _ f(8)

FA+y) F@) "

where the inequality is a consequence of the log concavity of F(e€), which implies that (f/F) < 0.
Since P(0) < P(1) and ¢; < 0,

oPG@Y) _ o) _ [ o e ]
dA oA P2 P(0)2
m(l—m
< 53(0)2) (c1 —co)
= TG At - )] 0

Proof of Proposition 2. To prove the first part, normalize 0; = 1 and note that, by first-order

approximations about ug,

Varlyog(a)lg) = Varlyog(oga)ll] = [yog (o) oy = {Elyog(oga)llog}?.
To prove the second part, use similar approximations to write

Var[yog(a)lg, (A, a) < € = Var[yog(a4a)|l,7(A, 0ga) < €]

~ [y (Hg)) oy Var (all,5(A, 04a) <€)
By the law of total variance,
~_1 A ~—1 A
Var(a|ll,7(A,0a) <€) =FE [Var (a\l,e,a < ’Y(@)] + Var [E <a|l,e,a < M)] ,
o o

(13)

1

where 47 is defined for fixed A. By a first-order expansion about pue = E(¢€), the change in the
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first term in (13) is approximately

Y G s (ST N G O LN B G O
0G0 (”’ ST o )( on 9 2 d)- (14)

By Proposition 1 of Heckman and Honoré (1990), 7 log concave implies that the leading term in
(14) is positive and 7 log convex implies that it is negative. Furthermore, a higher treatment rate
implies that (using another first-order approximation)

dP(0) = dP < - MA))

g

_/W<'7—1EIA,6)> K@ﬁ”éﬁm%) dA_Tl((TQA,e)dU] F(e)de

o (B [ BI) g TN B ]

Thus the change in the first term in (13) is approximately negative if 7 is log concave and positive
if 7 is log convex.
The second term in (13) can be expressed

Var [E <a|l,e,a < W)] =K |:(,U06 - Mo)ﬂ

g

where poe = E(ale,a < 77 1/o) and pg = Ec(poc) = Eac(ala < 77 1/0). As long differentiation and
integration can be interchanged, the derivative of this term with respect to a vector of parameters

0 can be expressed

0 OLioe 0
2E [(Moe — Ho) a*(#oe - #0)] =2 [E (MOe gg ) - Moaﬂao} :

>

Since, by a first-order approximation about g,

E< BMOE>NM6M)

Hoe 90 ~ 089)

the change in the second term in (13) is approximately zero.
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Thus, since

Var(yl0,h) _ [yon(un)lPopVar (all, ¥(An, ona) <€) _ <E[y6h(0ha)\l]0h)2 Var (a|l,¥(An, ona) <e)
Var(y|0,1) iy (L)]?Var (all, 7(Ar,a) <€) Elyp(a)ll] Var (all,7(A, a) <€)

the result follows. O
The proof of Proposition 3 makes use of the following lemmas.

Lemma 1. Suppose that yj,(ona)on, < yp,(a) and define p(a|l;0) = p (a|l,e < ¥(A,ca)). Then

/[P(alhal) — p(alh, 0)] yon(ona)da < /[p(a\l,l) — p(all, 0)] yoi(a)da

if there is a g € {l,h} such that

0

o | [ Ilal1:) = p(a10:0) sy oy} a0 < 0

between 6; and 0,.

Proof. If

/[P(a!1;9)—p(a!0;9)] yOh(O’ha)da_/[P(all;G) — p(al0;0)] yoi (a)da

- / (p(al1:0) — p(al0: 0)] [yon (ona) — yor(a)] da < 0

then the conclusion follows.!! Note that

plal1s6)  plal0:6) = nta) |~ L) - AL o)

— () {F(ﬁ(A,UQ)) 1 ]
P0|0)P(1]0)  P(0l0)]"

is negative when a < a* where a* satisfies F' (y(A,0a*)) = P(1|6) and positive otherwise.

"'To be explicit, if py = p(a|l;0,4) — p(al0;6,) then we have [ pryon — [ pryor = [(on — p)ye + [ pr(yn — 1), which
since, as the proof shows, the second term on the right is nonpositive, implies that [ pryor — [ pryor < [(pn — p1)yor =
(0/00") ([ pryor) lo=e+d0 or [ pryon — [ pryor < [(pn — pi)yon = —(0/80") ([ pnyon) |lo=e+ (—df) where 6* lies on the
segment between 6; and 6. The lemma will hold approximately if the differential is nonpositive at either of the 6.
Note that the derivative in the statement of the lemma is taken with respect to @ = (A, o), with o4 in yo4(oga) fixed.
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Thus since y(, (ona)opn, — yy(a) <0,

/ (p(al1:0) — p(al0: 0)] [yon (ona) — yor(a)] da < / [p(al1:6) — p(al0: 6)] [yon (0a”) — you(a®)] da
— Jyon(ona”) — yor(a®)] / ip(al1:0) — p(al0; 0)] da

=0. O
Lemma 2. Suppose that P(1|g) < 1/2, y, > 0, and that there exists a d € {0,1} and an a* such
that [Op(ald; 0)/00'1d0 is positive on a < a* and negative on a > a*. Then

| [ lal1:0) = p(a10:0) sy oyt a0 < 0

97(0, a)
00

Cov [f (7(0,a)) d9,yog(aga)} <0.

Proof. As long as differentiation and integration can be interchanged, the derivative in question will
be nonpositive if the derivative of the integrand is nonpositive.'? Then, suppressing the dependence

of p(ald) on 0, we can write

Ip(al1) 0  m(a)F (y(6,a)) c1(a)
oo = 0 [ n(a)F (fy(e,a))da‘w ~ P(1)?
and
op(al0) ., 0 w(a)[l —F(5(0,a)] _  cola)
AT [7(a)[1 = F(3(0,a)] = P(0)2

12This requires that [(9/06")[p(al1;0) — p(a|0;0)]df| < g(a) where g is some integrable function. As is shown in
the following,
97(6,a)
06’

[ | wtalts0) = plalosoyjan

ta<|p]1G0.W) 10(00) || + | Elin(asa] £ |1 60,0 T D

06’

thus a sufficient condition is that the expectations on the right-hand side of the inequality are finite.

25



where

ci(a) =7(a)f (¥

a0 [ wtar o

~wl@F G6,0)) [ w(@r G6.0) T g,

and

co(a) = - [ [ #@1 - F G, da] w(@r (0,0 T

s (@)L= F GO [ 7(0)f (500.0) 0 doda

Suppose that c; is positive on a < a* and negative on a > a*. Since yq is increasing,
a* 9]
/01 (a)yo(oga)da < / ci(a)yo(oga™)da + / ci(a)yo(oga™)da = yo(oga™) /61 (a)da = 0.
0 a*
Similarly, if ¢g is positive on a < a* and negative otherwise,
/co(a)yo(aga)da <0.

Since P(1) < P(0) and either [ciyo <0 or [ coyo < 0, we have either

2 { [ wtalt) — pial0)] (o >da}d9— / [Cl((f;) —j?((ocg)g] wo(oua)da

P(10)2 / [c1(a) = co(a)] yo(oga)da

i)

<

or

89/{/[pa|1 p(al0)] yo(0ga )da} a0 = /[ (“)2 C((a))}yo(ag \da
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To complete the proof, note that

076, a) 93(0, a)

/mm>cwmmwww3/kWM@wﬁ» by doda— w(a) [ w(@)f (3(6.0) %,dwﬁmeMa

= B | G6.0) T ooy ~ B kgl £ |1 (6. 0) T 0]

— Cou |1 3(6,0) Lt (o) m

Lemma 3. Suppose that [07(0,a)/00'1d0 is (weakly) monotone increasing or (weakly) monotone
decreasing in a, [0P(1|0)/00')d0 > 0, and f is log concave. Then there exists a d € {0,1} and an

a* such that [Op(a|d;0)/00'|d0 is positive on a < a* and negative on a > a*.
Proof. Suppose that [07(6,a)/00']df is weakly decreasing. Note that, by assumption,

aP(1)
o0/

97(0, a)
o0/

dd = E {f(ﬁ(@,a)) dQ] >0
and that [Op(a|1)/00']d (which is proportional to the function ¢; defined in Lemma 2) has the

same sign as

FG(6.0) 93(0.0) B [£00.0) Fgas]
F(0.0) o7 E[F (3(0.0))

(15)

Since f log concave implies that f/F is monotone decreasing, and since [07(0, a)/00']df is decreasing
by assumption, the first term in (15) is monotone decreasing whenever [0%(6,a)/90']df > 0 . The
second term is a positive constant. Hence there is an a* such that (15) is positive on a < a* and
negative on a > a*.

Now suppose that [07(6,a)/00'|d0 is weakly increasing and note that [0p(a|0)/060']d0 has the

same sign as

E[fG6.0) “52d8] (56,0 03(6,0)

E{-FGO.0)  1-FGO.a) oo (16)

The first term in (16) is a positive constant. Since f log concave implies that f/(1 — F') is monotone
increasing, the second term in (16) is monotone increasing whenever [05(6, a)/96’|df > 0. Therefore,

there is an a* such that (16) is positive on a < a* and negative on a > a*.'3 O

"*Note that (16) positive for all a implies [Op(a|0)/06']df is always positive, in contradiction to [ co = 0.
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Proof of Proposition 3. If ¥(A,ca) = A + ~v(ca) then

97(A, 0a)

50 df = dA + +/(ca)ado.

. . . . . > < .
The change in this expression with respect to a is (y"oa ++')do Z 0 as —(y"oa/v")do < do. Since
v is CRRA, (07/00")d6 is (weakly) monotone increasing or decreasing.
If ¥(A,0a) = Avy(ca) then

97(A, 0a)

50 df = y(oa)dA + Ay (oa)ado.

The change in this expression is v'- (cdA+Ado)+A~y"oado E 0as —Ado(y"oa/v) ; (cdA+Ado).
Since v is CRRA, (97/06")df is (weakly) monotone increasing or decreasing.

In either case, the proposition follows from Lemmas 1, 2, and 3.

If 4(A,0a) = y(A + oa) then

07(A, oa)

55 df = +'(A + oa)(dA + ado).

There are two cases to consider. If do < 0 then we must have that dA > 0 (otherwise dP(1) would
be negative). Since 4" > 0, (07/90")df, and hence (15) and [Op(a|l)/00']d, are positive when
a < —dA/do and negative otherwise.

If do > 0, note that as in the proof of Lemma 3, [0p(a|0)/00']df has the same sign as

B0 +oa) 2G| patoa)
El—FO@tod)]] 1-F(Btoa) AHo0dA+ado). (17)

The first term is a positive constant. Since f is log concave, as long as lim._,oo f =0, 1 — F' is log
concave as well, and since log concavity is preserved by both linear and concave transformations,

the function 1 — F[y(A 4 oa)] is also log concave (Bagnoli and Bergstrom, 2005). Therefore,

—d{l - Fy(A + oa)l}/da _  fv(A + 0a)]
1—F[y(A + oa)] 1 —F[y(A + 0a)]

Y (A +oa)o

is monotone increasing. Hence (17) will be monotone decreasing as soon as a > —dA/do, so there
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must be an a* such that (17) is positive on a < a* and negative on @ > a*. The conclusion then

follows from Lemmas 1 and 2. This case does not use the assumption that v is CRRA. O
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Figure 1: Illustration of Proposition 1
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If f(A++v) < f(A), an increase in A will induce relatively more low-a types to enroll in the
treatment.
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Table 1: Variance tests

Full sample

Wages

1940 1950 1960 1970
White SD 9,667 12,148 17,974 24,562
Black SD 4,275 6,818 9,394 13,901
P-value (Black/white) 1 1 1 1
Bootstrap CI 0.43, 0.46]  [0.54, 0.58] [0.51, 0.54] [0.55, 0.59]

Log wages

1940 1950 1960 1970
White SD 1.04 1.00 .95 .92
Black SD 0.89 1.00 99 .96
P-value (Black/white) 1 74 0 0
Bootstrap CI 0.84, .0.87] [0.96,1.02] [1.02, 1.06] [1.02, 1.06]

Above-median education

Wages

1940 1950 1960 1970
White SD 11,550 13,862 20,625 32,521
Black SD 4,741 7,468 10,266 15,946
P-value (Black/white) 1 1 1 1
Bootstrap CI .39. 43|  |51,.57]  [48,.51]  [47, .52

Log wages

1940 1950 1960 1970
White SD 0.97 0.97 0.94 1.10
Black SD 0.90 0.97 1.01 .98
P-value (Black/white) 1 .39 0 1
Bootstrap CI .89, .95]  [.96,1.05] [1.05, 1.10]  [.87, .92]

Notes: P-values are for normality-based tests that Hy : SD(White)/SD(Black) = 1 against
H, : SD(Black)/SD(White) > 1. Numbers in brackets are 95% percentile-t based nonparamet-
ric bootstrap confidence intervals based on 999 replications.
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Table 2: Migration rates

Full sample
1940 1950 1960 1970

Black-white 0.0612%%%  0.127%%%  (.137%%F  (.1370%
(0.00789)  (0.0103)  (0.00897) (0.00833)

White 0.134%%F  0.170%%%  (.198%%%  (.191%**
(0.00774)  (0.00982)  (0.0109)  (0.0104)
N 123,927 42,766 152,930 164,396

Above-median education
1940 1950 1960 1970

Black-white  0.144%**  (0.199***  (0.205%**  (.175***
(0.0107)  (0.0132)  (0.0112)  (0.0103)

White 0.147F%%  0.194%%%  0.200%%%  (.204%**
(0.00941)  (0.0123)  (0.0118)  (0.0121)
N 55,590 19,625 69,628 50,809

Notes: Sample consists of Southern-born men greater aged 16-64, or those with above decade-and-
race-specific educational attainment. Standard errors clustered on state-year of birth. *** p<0.01,
** p<0.05, * p<0.1.
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Table 3: Covariance tests

Full sample Above-median education
Black wages White wages Black wages White wages
1940 21 15 0.12 -.12
(0.00) (0.00) (0.00) (0.00)
[.19, .22] [.11, .19] [.10, .14] [-.17, -.05]
1950 A7 A1 .06 -.05
(0.00) (0.00) (0.00) (0.00)
[.15, .19] [.06, .15] [.03, .10] [.10, .00]
1960 .16 .10 -.08 -.17
(0.00) (0.00) (0.00) (0.00)
[.14, .17] [.06, .14] [-.12, -.03] [-.19, -.13]
1970 A7 13 .01 -.18
(0.00) (0.00) (.31) (0.00)
[.14, .19] [.06, .18] [-.09, .10] [-.26, .00]

Black log wages White log wages Black log wages White log wages

1940 21 21 12 -14
(0.00) (0.00) (0.00) (0.00)

.19, .23] .16, .25 .10, .14] [-.19, -.05]
1950 17 13 .06 -.026
(0.00) (0.00) (0.00) (0.00)

.14, .19 .08, .16] .01, .10] [-.08, .04]
1960 13 08 -.07 -19
(0.00) (0.00) (0.00) (0.00)

[11, .15] .04, .12] [-.11, -.03] .21, -.14]
1970 13 08 0.03 -19
(0.00) (0.00) (0.00) (0.00)

.10, .15 .02, .13 [-.06, .11] |-.30, .03]

Notes—Table entries represent correlations between the black-white difference in migration prob-
abilities and average wages (in levels and logs) among black and white men living in the South,
across educationxagexbirthplacexbirth-year cells by year. Numbers in parentheses are p-values
from a normality-based test of the null of no correlation. Numbers in brackets are 95% percentile-t
based nonparametric bootstrap confidence intervals based on 999 replications.
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Figure 2: Black-white differences in migration rates by education and decade
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Table 4: Difference-in-difference regressions

Wage, above-median education

1940 1950 1960 1970
Black -5, 491**% 6, 888HHHK  _11,279%** 15 338%H*
(178.1) (254.3) (254.6) (675.4)
North 4,508%#F  3.690%** 5 T8Ik 7,900+
(401.3) (494.0) (643.6) (1,304)
BlackxNorth -1,216%**  1,740*** 781.1%* 1,574
(345.1) (473.3) (461.6) (979.2)
N 55,590 19,625 69,628 50,809
Log wage, above-median education
1940 1950 1960 1970
Black -0.843%**  _0.654%FF  _0.714%FF  _(0.494%**
(0.0181)  (0.0279) (0.0197) (0.0299)
North 0.241%**  0.172%FF  0.173%** 0.219%**
(0.0355)  (0.0408) (0.0420) (0.0586)
BlackxNorth — 0.320%**  0.389***  (.324%*** 0.233%#*
(0.0311)  (0.0430) (0.0285) (0.0381)
N 38,600 15,048 57,746 44,373

Notes: Sample consists of Southern-born men greater aged 16-64 with above decade-and-race-
specific median educational attainment. Wage is defined as all income from wages in the year
before enumeration. Standard errors clustered on state-year of birth. *** p<0.01, ** p<0.05, *
p<0.1.
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Table 5: Experimental and observational group comparisons for the NSW

Experimental
White Black
Treated—control 802.80 2028.67
(1,331.86) (706.10)
Black—white difference 1,225.87
(1703.48)
N 74 371
Observational
White Black
Treated—control 1,856.23 156.43
(1809.45)  (951.91)
Black-white difference -1,699.81
(2125.07)
N 62 245

Notes: “Experimental” denotes estimates obtained from the sample of National Supported Work
Demonstration experimental treatment and control observations. “Observational” denotes a sample
that combines treated units from the NSW data with control units from the Panel Study of Income
Dynamics.

Table 6: Identification requirements for the NSW

White Black

P(Treat) 40 49

SD earnings 1974 3,958 4,202
P-value (Black/white) .06
Bootstrap CI [0.90, 1.70]

SD earnings (1975) 2,088 2,992
P-value (Black/white) 0.00
Bootstrap CI [1.16, 1.91]

Corr|AP(Treat), Earnings 74| -.84 31

(0.00) (0.00)
.89, -73] .16, .44]
Corr|AP(Treat), Earnings 75| =77 .05
(0.00) (0.44)

.85, -.68] [-.15, .23]

Notes: Numbers in parentheses are p-values for SD ratio from a normality-based test that
Hy : SD(High-rate)/SD(Low-rate) = 1 against H; : SD(Black)/SD(White) > 1. Numbers in
brackets are 95% percentile-t based nonparametric bootstrap confidence intervals based on 999

replications. AP(Treat|X) denotes P(Treat|X,Black) — P(Treat|X, White). P-values for correla-
tions in parentheses.
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