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Volunteer for America!
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• The volunteer military is the largest single employer of young men 
and women in the United States 

• Between 1989 and 1992, enlistments by men and women without 
prior military service fell by 27 percent 

• Enlistments by white men declined by 25 percent while enlistments 
by black men, the group hardest hit by military downsizing, declined 
by 47 percent

Volunteer for America! 
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• Research question: What is the effect of enlistment on future 
earnings? 

• Selection bias makes comparisons by veteran status misleading 
(Seltzer and Jablon, 1974) 

• Findings: 

• White veterans earn more than nonveterans, but this effect 
becomes negative once covariates are matched away 

• Non-white veterans earn a lot more than nonveterans, but 
controlling for covariates reduces this considerably

Volunteer for America! 
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• Angrist (1998) — Matching 

• Compare veteran and nonveteran applicants (only half of 
qualified applicants serve) 

• Control for the characteristics the military uses to screen 
soldiers

Selection on Observables!
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Voluntary Military Service on Earnings
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Voluntary Military Service on Earnings
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Voluntary Military Service on Earnings
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Earning Gaps Mostly Explained by Selections
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Buzzword:  

Prediction Market
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● Real-money market trading the outcome of events

● The market prices indicate what participants a whole thinks the 
probability of the event is

● Advantage: The Wisdom of Crowds — aggregating information 
dispersedly distributed in the society; also capturing intensity of 
beliefs (Friedrich von Hayek)

● More precise than early-day polls

● Warning: In essence, betting in prediction markets is a type of 
gambling!

Prediction Market
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Prediction Market: 2016 US Presidential Election
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Prediction Market: French Presidential Election
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Prediction Market
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Prediction Market Often Performs Better Than Polling

Rothschild (2009) POQ


