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Three Essays on Economics

Chapter 1: Economic Arguments for Comparative Negligence and The Reasonable Person
Standard

Rules that apportion monetary damages between tort litigants affect the precautionary levels
of individuals engaged in a risky activity. Concurrently, the expected outcome of litigation
impacts individual choices on how frequently to engage in the activity. This paper inves-
tigates both the direct and indirect effects of cost apportionment rules when individuals
face evidentiary uncertainty, arriving at two important results. Comparative negligence can
induce individuals to take efficient levels of precaution despite evidentiary uncertainty. Draw-
ing on this result, the paper further shows that the efficient level of caution can be induced
from both parties with the introduction of uncertainty, via less rigid legal standards, even
when it cannot be achieved under perfect information. This, in turn, leads to the second
important result that given the correct cost apportionment rule some uncertainty is welfare
improving, as it induces efficient precaution and provides proper incentives for individuals
to internalize a portion of the social cost of repeated engagement in the activity.

Chapter 2: The Effect of Statutory Tax Rates on Corporate Income Deferral Activity

The paper investigates the extent to which firms engage in aggressive tax planning with
respect to timing of income recognition as a function of the statutory corporate income tax
rate. The Tax Reform Act of 1986 reduced corporate rates from 46 percent in 1986 to 34
percent in 1988. A firm’s 1987 tax rate was a blended rate between 34 and 46 percent de-
pending on a its fiscal year end. Treating the 1987 statutory rate as randomly assigned, the
paper uses the income statement line item ”deferred tax liabilities” to measure the effect of
a change in the statutory tax rate on income deferral. The paper shows that firms who faced
a relatively lower tax rate in 1987 deferred more income.
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Chapter 3: An Investigation of The Efficacy of Synchronous Online Learning

Using a proprietary data set, this paper examines the difference in standardized test outcomes
of students enrolled in a synchronous online classes relative to their counterparts who take
in-person classes. The results indicate that students enrolled in online classes perform 2
percent worse on the Graduate Management Aptitude Test. As students self-select into
online classes, the paper uses geographic distance from a traditional classroom location as
an instrument for taking an online class. Instrumental variable estimation indicates that
online students on average score 10 percent worse on the test. As traditional classrooms are
located in major metropolitan areas and the strong correlation between taking online classes
and distance from classroom locations, I estimate the same parameters for a sub-sample of
located in the New York City metropolitan area, finding a non-significant estimate of zero
for the parameter of interest. Finally, as students are unaware of the number of students
who will be in their class when registering, I look at the affect of class size on outcomes for
in-person classes. I find that at low levels, an increase in class size improves outcomes while
at higher levels it has a negative affect.
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