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Introduction

This dissertation consists of three essays. The first and third essays are in the
field of economics of education: the first one considers educational choices of
young people and the third one analyzes teacher careers and their significance on
the quality of education in early childhood education. The second essay considers
economics of migration, with a specific interest in the contact hypothesis – that
is, how intergroup contact in childhood affects long-term attitudes and how this
is associated with economic outcomes.
All three essays employ micro-econometric methods making use of detailed,

individual-level administrative data spanning several years. Each essay is based
on information on individuals’ activities in different areas of life allowing me to
measure, for instance, the long-term effects of educational choices several years
or decades later. Additionally, especially for the second essay, extremely detailed
location data allows us to link together residents of different neighborhoods,
which enables us to analyze the effects of childhood environments from a unique
perspective.
A common theme to all three essays is the significance of institutions and

childhood environments. The first essay investigates to which extent application
systems themselves, rather than educational aspirations per se, affect choices
made by young people upon applying to secondary education. The second essay
considers the long-term effects of childhood neighborhoods on the formation of
attitudes and preferences. The third essay evaluates how economic conditions
in the local labor market affect public sector workers’ occupational choices.
Hence, these essays consider how various aspects of the economic conditions and
institutions surrounding individuals shape the choices that they make, and the
consequences of these choices.
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Essay I: Priority Pitfalls: Effects of Introducing Priority Points into
Secondary School Admissions

Matching applicants to schools presents a difficult problem. Most application sys-
tems are characterized by fewer available school seats than there are applicants,
and therefore policymakers must decide what is the best way to choose which
applicants are admitted and which applicants are not. In recent years, this
question has received increasing interest among economists following seminal
work by Abdulkadiroğlu and Sönmez (2003) who adapted the contributions of
Gale and Shapley (1962) and Shapley and Scarf (1974) to the context of school
choice. Following recent advances in the theoretical and empirical literature
on the subject, several countries have centralized their admission systems over
the last decades. However, how exactly these centralized systems operate dif-
fers between countries and may have important implications on educational
outcomes.
The first essay addresses this question. It focuses on an admission reform

that was conducted in the application system to secondary schools in Finland
in 2004. The reform implemented first preference points (FPP) for vocational
track applicants, whereby applicants to the vocational track received a higher
entrance score to tracks ranked higher on their application. At face value, this
kind of policy may seem attractive. For instance, assuming that students know
which programs suit them best, policymakers might be tempted to prioritize
admission to more-preferred programs. This was the rationale for the reform,
too.
However, these types of systems, where an applicant loses priority if a school

is ranked lower on their application, change application incentives. Specifically,
students may benefit from strategic application: instead of listing the schools in
which they are interested in true preference order on their application, they may
now want to strategically list a ‘safer’ school – a school they are more likely to
be admitted to – higher on their application in order to benefit from the higher
priority to this school. This trade-off is central to the question in designing school
choice mechanisms, and much of the literature has concentrated in comparing
incentives, educational outcomes and application behavior under these types of
mechanisms (e.g. Agarwal and Somaini, 2018; Kapor et al., 2016; Calsamiglia
et al., 2020; He, 2015; Terrier et al., 2021; Chen et al., 2020).
The reform in Finland is particularly interesting as it meant switching from an

application mechanism where truthful application behavior was more beneficial
to one in which applicants may have benefited from misrepresenting their
preferences. I have access to rich administrative data on students’ applications,
schools’ preferences, as well as a rich set of educational outcomes, which allows
me to measure how matches and application behavior differed under these two
mechanisms. Previous literature on switching between mechanisms is scarce,
partly because these kinds of changes are relatively rare, but also because the
lack of suitable data may complicate this type of analysis in many contexts.

Introduction
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An advantage to studying a switch in the mechanism instead of cross-country
comparisons, for instance, is that, even though the pool of applicants changes
year-to-year, other factors of the admission systems stay relatively constant,
which is useful for evaluating the causal effects of the differences between
mechanisms. However, to draw causal conclusions, these other factors need to
stay credibly constant, and I discuss this in the essay in more detail.
I estimate the effects of this reform on match quality and application behavior

both by comparing matches before and after the reform as well as by using a
difference-in-differences strategy. I find that, while more applicants were admit-
ted to their first-ranked track after the reform, this did not decrease dropout
rates. Additionally, my findings suggest that students began to strategize in
their application behavior, and consequently, the first-ranked program on the
application may not have been their true most-preferred program. Since the
possibility for strategic behavior might widen socio-economic gaps in education,
I evaluate whether the reform had different effects for students of different
backgrounds, but do not find evidence supporting this.
Moreover, given that the algorithm used to match students to schools is public

knowledge and the data includes all the information needed to replicate the
student admission process, I am able to simulate the matches under different
mechanisms and compare these to the original matches observed in the data.
In other words, I am able to construct a credible counterfactual scenario to
depict the outcomes in the absence of the reform. This strengthens my empirical
analysis and adds credibility to my results.
I contribute directly to the understanding of the effects of different student

assignment mechanisms on educational outcomes and applicant behavior. More
generally, the essay addresses the question of whether admission systems should
prioritize admission to the higher-ranked tracks or not. My findings show that
doing so does not seem to improve applicants’ educational outcomes, and may,
in general, prove to be difficult, as applicants react to the changes in incentives
and begin to apply strategically once the first-ranked track is prioritized.

Essay II: The Impact of Childhood Immigrant Exposure on Adult
Intermarriage

Most societies have become increasingly diverse over the last decades. What
consequences does this have on natives’ attitudes towards immigrants? Previous
research has found mixed result, as the presence of immigrants generates
backlash among natives in some cases (Halla et al., 2017; Hangartner et al.,
2019; Dustmann et al., 2019) but not in others (Steinmayr, 2021; Bursztyn et al.,
2021; Schindler and Westcott, 2021). The main theory used to characterize
the effects of intergroup interaction on attitudes is Allport’s contact hypothesis
(Allport, 1954), which posits that intergroup contact reduces prejudice, but only
under certain conditions, such as when groups have common goals or equal

Introduction
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status.
The second essay, joint with LiamWren-Lewis and Matti Sarvimäki, addresses

this question. In the essay, we evaluate how having more immigrant neighbors
in childhood affects the likelihood of intergroup contact in adulthood in Finland.
We use extremely detailed location data which allows us to identify for each
individual a set of children closest to them based on birth year, gender and
geographical location. We use this information to construct unique neighbor-
hoods to all individuals in our sample and exploit quasi-random variation in
the immigrant exposure of individuals in these neighborhoods. Specifically, we
exploit within-location and across-cohort variation: the rationale behind this
approach is that, while sorting into neighborhood is endogenous to the question
studied, the variation in peers of precisely the same age and gender is as good
as random and therefore plausibly exogenous.
Our main finding is that natives who are more exposed to immigrants in

childhood are more likely to marry an immigrant as adults. This effect stems
from exposure to more same gender peers, and therefore is not directly driven
by a larger pool of potential partners. We find a sizable effect such that an
increase of one standard deviation in an individual’s immigrant exposure in
their childhood neighborhood increases the likelihood of having an immigrant
spouse by 10 percent of the mean. This is in line with previous research that
has used the same methodology in a different context. The effect is the same for
males and females and holds for spouses who did not live close to each other in
childhood, suggesting that the effect is not driven only by changes in natives’
social networks.
We further examine how this childhood exposure affects other areas of natives’

lives. We find that increased immigrant exposure in childhood does not affect
educational performance or employment, nor does it lead to an increase in the
likelihood of having more immigrant colleagues or neighbors or working for an
immigrant manager.
Intermarriage is a key factor in immigrant assimilation, and understanding

the determinants of what promotes intermarriage is key to understanding
mechanisms behind immigrant assimilation. Nevertheless, previous literature
has focused on immigrants who intermarry natives, but less is known what
affects natives’ likelihood to interact with, and potentially marry, immigrants.
Our results suggest that one factor affecting this choice is attitudes formed
during childhood through friendships or peers.
Additionally, our study complements the emerging literature on the long-run

impacts of contact with ethnic minorities on behavior. A few recent studies
have found that childhood contact affects outcomes several years or decades
later, suggesting a permanent effect on attitudes (Billings et al., 2021; Bursztyn
et al., 2021; Schindler and Westcott, 2021). Previous findings, however, have
concentrated on political outcomes, and our findings suggest that the effect goes
beyond political preferences and may affect an especially important dimension
of individuals’ lives: their choice of spouse.

Introduction
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More broadly, understanding the role of neighborhoods in shaping natives’
attitudes towards immigrants is key to understanding the consequences of
residential segregation. Previous literature focusing specifically on the effects
of neighborhood exposure has found mixed results (e.g. Dustmann et al., 2019),
and that the effect depends on the type of neighborhood and context of contact.
Our results suggest that neighborhoods, at least from children’s point of view,
are an important determinant of attitudes and that in the context we study,
residing in an area with more immigrants in childhood is associated with an
increase in openness towards immigrants.

Essay III: Public Sector Worker Quality and Local Labor Markets:
Evidence from Early Childhood Education Teachers

Hiring workers of sufficiently high quality is essential for the quality of public
sector services. However, centralized pay schemes in the public sector may
make this difficult as labor supply may be lower in areas with stronger outside
opportunities. This can lead to shortages in qualified personnel across time and
areas.
The third essay considers this question by focusing on the provision of early

childhood education (ECE) and the demand and supply for qualified ECE teach-
ers. Given that previous research has demonstrated that ECE in general con-
tributes to improved child outcomes and that teacher competence matters for the
effect (Havnes and Mogstad, 2011; Gupta and Simonsen, 2010; Felfe and Lalive,
2018; Chetty et al., 2011), shortages in qualified staff in ECE may have impor-
tant consequences for children. Likewise, if local labor market conditions are
associated with teacher shortages, this may cause important regional disparities
in access to high-quality ECE.
In this essay, I evaluate teacher shortages, regional disparities, teacher careers

and teacher compensation using administrative data in Finland between 2007
and 2020. Additionally, I consider how the strength of the local labor market
affects the short-run demand and supply of teachers and how this affects ECE
quality. I use the local unemployment rate to measure local labor market
conditions.
I find that, despite substantial ECE teacher shortages, a considerable propor-

tion of ECE teachers do not work in the occupation. Those working in other
occupations typically work in other public sector services with remarkably sim-
ilar wages. In fact, many ECE teachers who leave the profession do not earn
higher incomes after leaving. Furthermore, local labor market tightness does not
seem to explain teacher shortages, and having fewer employment opportunities
in the local area does not seem to explain variation in the likelihood of qualified
teachers to work in ECE.
A recent strand of literature has found important effects of the local labor

market conditions on the quality of the public workforce indicating that in times
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of recession worker quality improves (Nagler et al., 2020; Fraenkel, 2022; Falch
et al., 2009; Saltiel and Tuttle, 2022). These findings, however, are from a narrow
set of countries and occupations. I complement these findings by characterizing
public sector employee careers in a different context and find that changes in
the business cycle do not explain variation in service quality in this context.
Moreover, given rich administrative data, I am able to describe what professions
ECE teachers sort into if they decide to leave their occupation and what happens
to their earnings upon leaving.
In addition, I evaluate how demand for ECE changes with local labor markets’

economic conditions and how this affects the short-run demand for teachers.
I find a sizable effect of unemployment on ECE participation such that one
percentage point increase in the local unemployment rate decreases the share of
children in ECE in the local area by one percentage point. This suggests that
in a weaker labor market fewer parents enroll their children into ECE. I find
that this drop in ECE enrollment affects the short-run demand for teachers, as
the likelihood of ECE teachers becoming unemployed increases with the local
unemployment rate. Although from a different context, Brown and Herbst (2022)
find similar business cycle fluctuations in demand for childcare staff in the US.
However, in contrast to the US evidence, I find no evidence that this business
cycle fluctuation affects ECE quality.

Introduction
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