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Summary

• Question
▶ How does forum shopping affect firm liquidation and employment?

• Approach
▶ Compare firm outcomes across exposure to filing in Delaware
▶ Instrument for filing using distance, fixed effects, and controls
▶ Scrape court records for detailed bankruptcy data

• Key Results
▶ Relative distance to Delaware predicts filing status
▶ Filing in Delaware plausibly causes lower liquidation
▶ Leads to higher post-bankruptcy employment and establishments

• Comments
▶ Selection
▶ Relevant Population
▶ Interpretation
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Selection



Selection on Location

• Causal estimates require treatment randomization

E [Y1i |Delawarei = 1]− E [Y0i |Delawarei = 0]

▶ Take observed difference

▶ Notice it breaks down into causal effect and selection
▶ Randomization eliminates selection problem
▶ Assuming no heterogeneity, provides average treatment effect

• Concern: Firms select location in a manner that correlates with outcomes
• This paper: Employs myriad of fixed effects, controls, and placebo test
• Assuming causality:

Counter-parties match with firms

• Solution:

Difference-in-Differences
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Selection on Location
• Causal estimates require treatment randomization
• Concern: Firms select location in a manner that correlates with outcomes
• This paper: Employs myriad of fixed effects, controls, and placebo test
• Assuming causality: Counter-parties match with firms
• Solution: Difference-in-Differences

▶ Old: Change in demand for DE across caseload and establishments

Y i,s,t = γCaseloads,t × BAPCAt + αt + αs + ε i,s,t

Ye,s,t ,c = γCaseloads,t × BAPCAt + αc,t ,−s + αs + εe,s,t ,c

▶ New: Change in demand for DE across distance and caseload

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × BAPCAt

+φNeg. Distance to DEi × Caseloads,t × BAPCAt + ε i,s,t

▶ Newer: Change in demand for DE across distance and regime change

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × Regimet + ε i,s,t

Selection Relevant Population Interpretation Conclusion



Selection on Location
• Causal estimates require treatment randomization
• Concern: Firms select location in a manner that correlates with outcomes
• This paper: Employs myriad of fixed effects, controls, and placebo test
• Assuming causality: Counter-parties match with firms
• Solution: Difference-in-Differences

▶ Old: Change in demand for DE across caseload and establishments

Y i,s,t = γCaseloads,t × BAPCAt + αt + αs + ε i,s,t

Ye,s,t ,c = γCaseloads,t × BAPCAt + αc,t ,−s + αs + εe,s,t ,c

▶ New: Change in demand for DE across distance and caseload

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × BAPCAt

+φNeg. Distance to DEi × Caseloads,t × BAPCAt + ε i,s,t

▶ Newer: Change in demand for DE across distance and regime change

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × Regimet + ε i,s,t

Selection Relevant Population Interpretation Conclusion



Selection on Location
• Causal estimates require treatment randomization
• Concern: Firms select location in a manner that correlates with outcomes
• This paper: Employs myriad of fixed effects, controls, and placebo test
• Assuming causality: Counter-parties match with firms
• Solution: Difference-in-Differences

▶ Old: Change in demand for DE across caseload and establishments

Y i,s,t = γCaseloads,t × BAPCAt + αt + αs + ε i,s,t

Ye,s,t ,c = γCaseloads,t × BAPCAt + αc,t ,−s + αs + εe,s,t ,c

▶ New: Change in demand for DE across distance and caseload

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × BAPCAt

+φNeg. Distance to DEi × Caseloads,t × BAPCAt + ε i,s,t

▶ Newer: Change in demand for DE across distance and regime change

Yi,s,t = αs,t + βNeg. Distance to DEi + γNeg. Distance to DEi × Regimet + ε i,s,t

Selection Relevant Population Interpretation Conclusion



Minor Comment: Selection on Filing

• Location also correlates with choice to file

• Problem: Filers facing booming local conditions → Worse than other filer types
• Solution: Account for systematic variation across locality among non-filers

▶ Data advantage: Census data is the population of firms
▶ Alternative: Match candidate firms on observables
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Relevant Population



Local Average Treatment Effect

• Treatment effect is valid for compliers

▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints
▶ Not valid for firms who never file in DE

⇒ Plausibly valid for firms suffering legal constraints
• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE

▶ Not valid for firms who always file in DE
⇒ Plausibly valid for firms suffering financial constraints

▶ Not valid for firms who never file in DE
⇒ Plausibly valid for firms suffering legal constraints

• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints
▶ Not valid for firms who never file in DE

⇒ Plausibly valid for firms suffering legal constraints
• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints

▶ Not valid for firms who never file in DE
⇒ Plausibly valid for firms suffering legal constraints

• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints
▶ Not valid for firms who never file in DE

⇒ Plausibly valid for firms suffering legal constraints
• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints
▶ Not valid for firms who never file in DE

⇒ Plausibly valid for firms suffering legal constraints

• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Local Average Treatment Effect

• Treatment effect is valid for compliers
▶ Compliers: Firms who would be less likely to choose treatment if farther away from DE
▶ Not valid for firms who always file in DE

⇒ Plausibly valid for firms suffering financial constraints
▶ Not valid for firms who never file in DE

⇒ Plausibly valid for firms suffering legal constraints
• Takeaway: Discuss relevant population → Appear to be weaker unsophisticated firms

Selection Relevant Population Interpretation Conclusion



Minor Comment: Average Treatment Effect on Treated

• Currently focused on compliers

⇒ Policy makers care about unconstrained forum-shoppers
• ATT: Variation must allow no always-takers

⇒ Inability to “always-take“ generates variation to identify ATT
• Example: Deadline for filing for bankruptcy under particular regime
• Takeaway: ATT can generate relevant treatment effect
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Interpretation



Frictions

• What frictions prevent states from increasing efficiency?

▶ Financial Constraints
⇒ Do states with greater constraints fail to attract efficient judges?
⇒ Test: Changes to financing municipalities:

◦ Pension shortfalls: Aiello et al. (2023)
◦ Changes to muni bond financing: Garrett (2023)

▶ Access to Mediation
⇒ Does access to non-court mediation substitute for political will?
⇒ Test #1: Changes in creditor composition following efficiency gain
⇒ Test #2: Changes in secondary market activity
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Minor Comment: Additional Outcomes

• This paper’s outcomes: Liquidation and employment

▶ Other real outcomes: Asset specialization
◦ Bernstein, Colonnelli, Iverson (2019): Liquidations → Less utilization
◦ Does access to Delaware lead to greater asset specificity?
◦ Test: Asset productivity across Delaware filing status

▶ Financial outcomes: Improved lending terms
◦ Does access to Delaware improve financing
◦ Test: Compare within state and across counties using SBA data
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Conclusion

• Excellent paper studying policy relevant topic
• Worthwhile to address econometric challenges
• Room to explore deeper economics
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