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Causal Effects of Neighborhoods



Causal Effects of Neighborhoods vs. Sorting

ATwo very different explanations
outcomes across areas:

1. Sorting: different people live in different places

2. Causal effects: places have a causal effect on upward
mobility for a given person



Identifying Causal Effects of Neighborhoods

A Ideal experiment: randomly assign children to neighborhoods
and compare outcomes in adulthood

A We approximate this experiment using a quasi-experimental
design

I Study 3 million families who move across Census tracts in
observational data

I Key idea: exploit variation in age of child when family moves to
identify causal effects of environment

Source: Chetty and Hendren QJE 2018; Chetty, Friedman, Hendren, Jones, Porter 2018
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Identifying Causal Effects of Neighborhoods

A Key assumption: timing of moves to a better/worse area
unrel ated to other determinants

A This assumption might not hold for two reasons:

1. Parents who move to good areas when their children are
young might be different from those who move later

2. Moving may be related to other factors (e.g., change in
parentso Job) that affect chil drei



Identifying Causal Effects of Neighborhoods

A Two approaches to evaluating validity of this assumption:

l.Compare siblingsd outcomes to cont



Identifying Causal Effects of Neighborhoods

A Two approaches to evaluating validity of this assumption:

l.Compare siblingsd outcomes to cont

2. Use differences in neighborhood effects across subgroups
to I mplement Aplaceboo tests

I Ex: some places (e.g., low-crime areas) have better
outcomes for boys than girls

I Move to a place where boys have high earnings A son
Improves in proportion to exposure but daughter does not

A Conclude that about two-thirds of the variation in upward
mobility across areas is due to causal effects



Characteristics of HigiMobility Areas



Why Does Upward Mobility Differ Across Areas?

A Why do some places produce much better outcomes for disadvantaged
children than others?

A Begin by characterizing the properties of areas with high rates of upward
mobility using correlational analysis

A Do places with higher mobility tend to have better jobs, schools, different
Il nstitutions, €&°?



Upward Mobility vs. Job Growth in the 30 Largest Metro Areas
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Five Strongest Correlates of Upward Mobility

1. Segregation

I Greater racial and income segregation associated with lower levels of mobility



Racial Segregation in Atlanta
Whites (blue), Blacks (green), Asians (red), Hispanics (orange)

Source: Cable (2013) based on Census 2010 data



Racial Segregation in Sacramento
Whites (blue), Blacks (green), Asians (red), Hispanics (orange)

Source: Cable (2013) based on Census 2010 data



Five Strongest Correlates of Upward Mobility

1. Segregation

2. Income Inequality

I Places with smaller middle class have much less mobility



Five Strongest Correlates of Upward Mobility

1. Segregation
2. Income Inequality

3. School Quality

I Higher expenditure, smaller classes, higher test scores correlated with more mobility



Five Strongest Correlates of Upward Mobility

Segregation
Income Inequality
School Quality

Family Structure

I Areas with more single parents have much lower mobility
| Strong correlation even for kids whose own parents are married



Five Strongest Correlates of Upward Mobility

. Segregation

. Income Inequality
. School Quality

. Family Structure

. Social Capital

I Al't takes a village to raise a childo
i Putnam (1995): ABowling Al oneo



Policies to Improve Upward Mobility



Policy Interest in Increasing Upward Mobility

A Recent research has shifted national conversation on poverty to focus on
Income mobility and the role of childhood environment
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IMPORTANCE OF PLACE

An Atlas of Upward Mobility Shows Paths Out of Poverty

By DAVID LEONHARDT, AMANDA COX and CLAIRE CAIN MILLER  may 4, 2015 o ° @ ° l,_l |i8,4_|

Income in adulthood for children whose families moved to a better place
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In the wake of the Los Angeles riots more than 20 years ago, Congress

created an anti-poverty experiment called Moving to Opportunity. It gave

vouchers to help poor families move to better neighborhoods and awarded

them on a random basis, so researchers could study the effects.

The results were deeply disappointing. Parents who received the vouchers
did not seem to earn more in later years than otherwise similar adults, and
children did not seem to do better in school. The program'’s apparent failure

has haunted social scientists and policy makers, making poverty seem all



TheUpshot

Detailed Maps Show How
Neighborhoods Shape Children for Life

Some places lift children out of poverty. Others trap them there. Now
cities are trying to do something about the difference.

a q By Emily Badger and Quoctrung Bui
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TheUpshot

Extensive Data Shows Punishing
Reach of Racism for Black Boys

By EMILY BADGER, CLAIRE CAIN MILLER, ADAM PEARCE and KEVIN QUEALY MARCH 19, 2018

Black boys raised in America, even in the wealthiest families
and living in some of the most well-to-do neighborhoods, still
earn less in adulthood than white boys with similar
backgrounds, according to a sweeping new study that traced the
lives of millions of children.

White boys who grow up rich are likely to remain that way.
Black boys raised at the top, however, are more likely to become

poor than to stay wealthy in their own adult households.

Follow the lives of 2,231 boys who ...and see where they end
grew up in rich families ... up as adults:
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Adult outcomes reflect household incomes in 2014 and 2015.




