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Abstract

We extend the control function approach introduced by Altonji and Mansfield (2016) for

bounding the variance of group treatment effects by 1) introducing complementarities between

individual and group-level inputs and 2) allowing for multiple group levels. We implement the

augmented control function approach using a mixed effects specification with data from two

panel surveys, and use the results to characterize the importance of neighborhood, school, and

commuting zone inputs during childhood for determining student long-run educational attain-

ment and wages as well as the degree to which certain types of students are differentially sensi-

tive to these inputs. We find that experiencing a school/location combination at the 90th versus

10th percentile of the school/location treatment effect distribution increases the high school

graduation probability and college enrollment probability for a randomly selected student by at

least .05 and .18, respectively, with dropout rates for disadvantaged students exhibiting partic-

ular sensitivity to school/location inputs.
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