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JoB “Selection in Employer Health Plans: Homogeneous Prices and
MARKET Heterogeneous Preferences”
PAPER

Analysts of health care policy have long been concerned that adverse selection distorts
consumers’ choices among health insurance options. Regulations that prohibit price
discrimination on the basis of observable characteristics such as age, gender, or medical
history can exacerbate adverse selection, but can also lead to another kind of inefficiency. I
extend a standard selection model to show that if groups like men and women or young and
old have systematically different preferences over insurance that are partly uncorrelated with
their insurable risk, then uniform pricing can induce inefficient self-sorting into plans that
cannot be corrected by the standard remedies for adverse selection. To assess the empirical
relevance of the model, I analyze administrative health claims from a large US employer, and
show a previously undocumented pattern of selection: Demand for more complete health
insurance increases dramatically in age, even after controlling for expected healthcare
expenditures. I estimate a structural model of plan choice to quantify the efficiency gains that
would result if pricing were allowed to vary with age. The results indicate that the welfare
gains from introducing even minimal-information age-adjusted prices are similar in magnitude
to recent estimates of the welfare gains from perfectly correcting adverse selection under
uniform prices in employer health plans.

PUBLICATIONS  “Racial Dispatrities in Life Expectancy: How Much Can the Standard SES Variables
Explain?” Forthcoming: Demography

This paper quantifies the extent to which socioeconomic and demographic characteristics can
account for black-white disparities in life expectancy in the US. Past studies have decomposed
racial mortality differences only over limited age ranges. Here, I show how the age-specific
mortality effects aggregate over the life course by decomposing differences in life expectancy.
The decomposition is facilitated by a reweighting technique that creates counterfactual
estimates of black life expectancy in which the joint distribution of income, education, marital
status, occupation, labor force participation and other relevant variables among blacks is made
to match that of whites. Among males, 80% of the black-white gap in life expectancy at age
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one can be accounted for by differences in these characteristics. Among females, 70% percent
of the gap is accounted for. Labor force participation, occupation, and, among women only,
marital status have almost no power to explain the black-white disparity in life expectancy

once precise measures for income and education are controlled for.

“The Many Definitions of Social Security Privatization,” The Economists' 1 oice: Vol. 3:
No. 4, 20006. Reprinted in The Economists' 1 vice: Top Economists Take On Today's Problems. Eds.
Joseph Stiglitz, Aaron Edlin, and J. Bradford DeLong. Columbia University Press, 2007. (with
Don Fullerton)

"The Impact of Education on Fertility: Quasi-Experimental Evidence from the UK"
(with Damon Clark and Heather Royer)

In this paper we examine the fertility effects of education. In particular, we exploit a quasi-
experiment generated by a change in UK compulsory schooling laws. This change, introduced
in 1972, forced all students to stay in full-time education until at least age 16. This reform was
binding for many gitls, inducing around one quarter of the female population of England and
Wales in the relevant cohorts to attend an additional year of school. The reform was recent
enough that access to legal abortion and modern contraception was quite similar to today,
granting insight into the fertility effects of education in a modern context. We show that the
affected girls had significantly lower fertility in their teen years. RD-IV estimates imply a 20%
reduction in births at ages 16 and 17 caused by the additional year of schooling. The decline
was not accompanied by any increase in abortions. We also find that the reform had negligible
impacts on completed fertility. Our findings suggest that education-based policies might
reduce teen pregnancies without impacting completed fertility rates.
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