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Bad influence or a matter of choice?
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Kremer, Levy (2008) Peer effects and alcohol use among
college students

@ Wechsler, Lee, Kuo, and Lee (2000): at least 40% of college students
report binge drinking within the last 2 weeks
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Kremer, Levy (2008) Peer effects and alcohol use among
college students

@ Wechsler, Lee, Kuo, and Lee (2000): at least 40% of college students
report binge drinking within the last 2 weeks

@ Alcohol abuse and related issues are a major cause of concern in US
@ Peer effects are belived to be quite large in alcohol consumption
@ But, how large and how to isolate them?

Experimental setup
@ Random assignment of roommates to college students

@ Tracing pre-college drinking habits of the new neighbors to
disentangle contemporaneous effects: noisy rooms, bad neighborhood,
lenient dorm master, etc.

@ Evaluating the effect of the past roommate alcohol consumption on
your current drinking habits, grades, etc
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Data troubles

Pre-college data is usually quite scarce: standardized tests, financial aid
forms, housing data...
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.
Data troubles

Pre-college data is usually quite scarce: standardized tests, financial aid
forms, housing data...

Cooperative Institutional Research Program conducted Entering Student
Survey, covering various areas:
@ academic and family history
@ extracarricular activites, including drinking habits
@ room(mate) preferencess: location, environment, type, gender
@ fraternities association
o GPA 1 and 2 years later

Altogether: 1357 students with random roommate allocation
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.
Results

Effect of Roommates’ Background Characteristics and Own Characteristics on

Student’s Cumulative Grade Point Average

Subsample
Wheole lottery —_—
sample Females Males
Roommates’ high school drinking
Frequent ~0.104 0.118 —0.282%%
(0.093) (0.126) (0.128)
Occasional —0.132% —0.008 —0.263%**
(0.073) (0.103) (0.101)
Student’s high school drinking
Frequent —0.070 —0.032 —0.109
(0.096) (0.124) (0.150)
Occasional —0.046 —0.029 —0.028
(0.076) (0.093) (0.119)
Obscrvations 1011 156
R 0.642 0.706
Adjusted R? 0218 0.272

Note: Robust standard errors in parentheses. Huber-White standard errors were calculated using

roommate clusters. All regressions include controls for student’s and roommate’s academic background
(high school GPA and admissions test scores), student’s and roommate’s parental background (father's
education, mother’s education, parental income), and type of admission tests, as well as dummy

variables for cells.

# significant at 10 percent level, ** significant at 5 percent level, #** significant at 1 percent level

Source: Kremer and Levy (2008)
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Average effects

@ Even controlling for gender, family, admission results and other
prefernces, having drinking roommates matters a lot.
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Average effects

©

Even controlling for gender, family, admission results and other
prefernces, having drinking roommates matters a lot.

Especially for guys.
Other things being equal, it decreases your GPA by 0.2-0.3

°
°
@ This is larger, than the effect of 0.5 reduction in your school GPA
@ Effects are robust and highly persistent even after 2 years.

°

What about girls? Hard to rule out institutional factors (fraternities,
partying in guys rooms, etc).

These were the average effects, but are they the same for all the people?
Is it a shift of the mean, or the distribution matters, and you are slowly
falling down even in relative terms?
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Quantile regressions

Effect of Roommate Drinking on Distribution of Grade Point Average for Males

Quantiles
Quantile 10% 25% 50% 5% 90%
Frequent drinking roommate =0.60FEE 03738 —0.85%%  —(i30%F
(0.17) (0.15) (0.12)
Occasional drinking roommate —=0.35%* —0.13 —0.09
(0.14) (0.12) (0.11)
GPA associated with quantile (for students 2.90 3.19 3.49

with nondrinking roommates)

Nate: Table reports results from quantile regressions. Bootstrapped standard errors in parentheses. All
regressions include controls for student’s and roommate’s academic background (high school GP:
admissions test scores). student’s and roommate’s parental background (fathe
education, parental income), and type of admi

and

's education, mother’s
on tests, as well as dummy variables for cells.
*# significant at 10 percent level, ** significant at 5 percent level, *** significant at 1 percent level.

Source: Kremer and Levy (2008)

Peer effects especially strong for people in the lower quantile of the
distribution!
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.
What about Russia?

@ E.Yakovlev(2012) Peers and alcohol: evidence from Russia
@ Focusing on determinants of heavy alcohol drinking, mainly habits,
the price of vodka and peer effects.
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@ E.Yakovlev(2012) Peers and alcohol: evidence from Russia

)

Focusing on determinants of heavy alcohol drinking, mainly habits,
the price of vodka and peer effects.

Policy implications: how could a tax on vodka affect mortality rates?
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.
Data

WHO Global status report on alcohol and health (2011) : an average male
in Russia consumes 35.4l of pure alcohol a year.
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.
Data

WHO Global status report on alcohol and health (2011) : an average male
in Russia consumes 35.4l of pure alcohol a year.
Russian Longitudinal Monitoring Survey:

@ over 4,000 households (up to 10,000 individual respondents)

@ time span of 1994-2007 (excluding 1997 and 1999)

@ covers 33 regions

@ detailed location info enough to identify dvors - typical places to find
buddies from the neighborhood

@ demographics, consumption habits and other controls

@ micro-level price of alcohol, individual elasticities
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-]
Who are the peers?

@ they live in the same neighborhood

@ have a similar age

A typical good Russian dvor

Source: http://www.novo-sibirsk.ru/
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Show me your friends, I'll say how much you drink

Reality check: alcohol consumpion w.r.t. the person’s birthday and
birthdays of his peers.

All peers Without household members
+1 birthday +1 birthday
log{vadka)  in group of 5 log(vodka) in group of 5
¥ peers A (birthday) 0227 0.057 0.212 0.053
) [0.086]%  [0.021]*+ [0.086]  [D.021]**
I{birthday) 0.161 0.161 0.161 0161
[0.053]#**  [0.053]*** [0.053]#  [0.053]***
Year*month FE  Yes Yes Yes Yes
Observations 35995 35995 35995 35995

* significant at 10%; ** significant at 5%; *** significant at 1%

Source: Yakovlev(2012)
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Reality check: alcohol consumpion w.r.t. the person’s birthday and
birthdays of his peers.

All peers Without household members
+1 birthday +1 birthday
log{vadka)  in group of 5 log(vodka) in group of 5
¥ peers A (birthday) 0227 0.057 0.212 0.053
=) [0.086]%  [0.021]*+ [0.086]  [D.021]**
I{birthday) 0.161 0.161 0.161 0161
[0.053]#**  [0.053]*** [0.053]#  [0.053]***
Year*month FE  Yes Yes Yes Yes
Observations 35995 35995 35995 35995

* significant at 10%; ** significant at 5%; *** significant at 1%

Source: Yakovlev(2012)

@ having your birthday in the previous month increases alcohol
consumption by 16%

@ having one of your peers birthday (in a group of 5) - by 6%
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.
To drink or not to drink?

@ Model individual decision whether to drink hard or not
@ Hard drinker: belongs to top 25%
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.
To drink or not to drink?

@ Model individual decision whether to drink hard or not
@ Hard drinker: belongs to top 25%

@ Notorious problem of underreporting: use RLMS data on the actual
mean consumption to cross-validate

@ Hard drinker: consuming 2.6 times more than the average (11l of
pure alcohol)

@ For example: 5 bottles of beer (0.33) or 200 gr of vodka a day.

A structural model for the drinking decision
@ a discrete game with strategic interaction among peers
@ incomplete information
@ myopic or forward-looking agents

@ ignoring peer effects underestimates the actual price effect
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Peer effects on alcohol consumption

Myopic Forward-looking
Per-period utility ~ Per-period utility ~ Value function

Log(vodka price) -0.79%*+ -0.85%* -1.05%**
peer effect, 8:
age 1829 1.355 0.932* 0961+
age 30-39 0.688*** 0.456 **+ 0.609%**
age 40-49 0039 0128 0073
age 50-59 0.09 0.214 018
Habit: lag I(heavy drinker) 1274 12344+

Note: 53 A 10% 51 at 5% ati%

Bootstrapped standard errors are clustered on municipality*year level

Svetlana Bryzgalova (LSE)

Peer effects

Source: Yakovlev(2012)
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Peer effects on alcohol consumption

Myopic Forward-looking

Per-period utility ~ Per-period utility ~ Value function

Log(vodka price) -0.79*+ -0.85%*+¢ -1.05%**

peer effect, 8:

age 18-29 1.355 0932+ 0961+
age 30-39 0.688*** 0.456 **+ 0.609%**
age 40-49 0.039 0.128 0.073
age 50-59 0.09 0214 0.18
Habit: lag I(heavy drinker) 127+ 1234%¢

Note: * cant at 10%** ifi at 5%;** ifi at1%

Bootstrapped standard errors are clustered on municipality*year level

Source: Yakovlev(2012)

Some implications:

@ for an average myopic consumer a 10% increase in vodka price results
in 6.5% reduction of the probability of becoming a heavy drinker

@ strong long-term effects for the forward-looking agents (14-22%
reduction over 5 years)
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Peer effects on alcohol consumption

Myopic Forward-looking
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Log(vodka price) -0.79*+ -0.85%*+¢ -1.05%**
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age 30-39 0.688*** 0.456 **+ 0.609%**
age 40-49 0.039 0.128 0.073
age 50-59 0.09 0214 0.18
Habit: lag I(heavy drinker) 127+ 1234%¢

Note: * cant at 10%** ifi at 5%;** ifi at1%

Bootstrapped standard errors are clustered on municipality*year level

Source: Yakovlev(2012)

Some implications:

@ for an average myopic consumer a 10% increase in vodka price results
in 6.5% reduction of the probability of becoming a heavy drinker

@ strong long-term effects for the forward-looking agents (14-22%
reduction over 5 years)

@ peer effects account for roughly 60% of the overall price elasticity
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-]
Effects on the mortality

@ Hazard function, controlling for smoking, income, diseases, weight,
work, etc
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Effects on the mortality

@ Hazard function, controlling for smoking, income, diseases, weight,
work, etc

@ Age strata 18-29: all else equal, hazard rate is 7.4 time higher

@ Simulation-based approach with individual estimates of elasticities
and peer effects

@ 50% increase in the price of vodka leads to decrease in mortality rates
by a quarter

@ Over all age strata such a measure could save at least 40,000 men a
year.

Substitution effects between beer and vodka?Black market?
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Peer effects matter

@ Especially in alcohol consumption and its consequences ...
@ ...especially to young people...
@ ...especially in the long run.

@ Omitting peer effects usually underestimates the influence of many
policy levers.

@ These effects are hard to isolate and structurally model...

@ ... but are important and a lot of fun!
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