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TABLE 1.—PRETREATMENT CHARACTERISTICS AND MISSING DATA

Allocation Cycle | Allocation Cycle 2 Cycle | - Cycle 2 P-Value?* P-Value®
A. Pretreatment Characteristics Summarized by Allocation Cycle
Permit allocation in the first 130.32 102.97 27.34 0.21 0.26
compiance cycle (tons NOx) (317.82) (342.37)
Historic maximum emissions 135.83 114.87 20.96 0.31 0.44
(tons of NOx) (340.20) (398.59)
% reduction in permit allocation 0.49 0.48 0.00 0.44 0.36
(1993-2002) (0.30) (0.27)
Proportion of facilities in the 0.70 0.76 —0.06 0.11 0.11
coastal trading zone (0.46) (0.27)
Number of facilities 172 204 —-32 - 0.68
Share of permits allocated 0.50 0.50
B. Industrial Composition
Electricity, construction (21, 22, 23) 40 43 -3 0.31 0.3
Food. textile manufacturing (31) 22 27 -5 0.45 0.29
Pulp, paper, chemicals, plastics (32) 42 60 —18 0.14 0.14
Primary metals, machinery, electronics (33) 43 43 0 0.37 0.48
Wholesale trade (42) 7 4 3 0.11 0.14
Transportation and warchousing (48, 49) 6 7 —1 0.49 0.31
Services, management (51, 52, 54) 1 2 —1 0.33 0.12
Recreation, tourism, food services (71, 72) 2 4 -2 0.27 0.13
Public administration, other (81, 92) 4 7 -3 0.26 0.50
C. Missing Data, Attrition
Missing emissions reports (% of total) 0.33 0.33 0.00 0.46 —
Attrition in the first year of the program 0.00 0.00 - - -
(1994)
Attrition in the first half of the study period 0.21 0.22 —0.01 0.40 -
(1994-1999)
Attrition in the second half of the study period 0.21 0.24 —0.03 0.24 -

(2000-2004)

This table reports summary statistics by compliance cycle. Standard deviations are in parentheses. See text for details.
#p-values from standard comparisons of means (allowing for unequal variances across groups).

Psimulated p-values.
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TABLE 2.—CR0OSS-SECTIONAL AND FIXED EFFECTS ESTIMATES
DEPENDENT VARIABLE: LOG EMISSIONS

Pooled OLS Pooled OLS Pooled OLS Fixed Effects OLS
(1) (2) 3) 4)
Log permit allocation 0.79%** 0.65%* 0.65%** 0.49%**
(0.05) (0.14) (0.17) (0.13)
Log wage —0.24
(0.17)
Log producer price index 0.36
(0.28)
Log allocation in first compliance period (P1) 0.14 0.18
(0.15) (0.19)
Log change in allocation (P1 — P2) 0.00 0.03
(0.03) (0.05)
Firm fixed effects No No No Yes
R? 0.46 0.46 0.49 0.78
Root mean square error 1.42 1.42 1.34 0.90
Firms 361 360 291 361
Observations 5.190 5,168 3,760 5,190

Robust standard errors clustered by facility are in parentheses. Time period fixed effects are included in all specifications (coefficients not reported). * Significantly different from 0 at 90% confidence. **Significantly

different from 0 at 95% confidence. ***Significantly different from O at 99% confidence.
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TABLE 3.—INSTRUMENTAL VARIABLES ESTIMATES OF THE EFFECT OF PERMIT
ALLOCATION ON EMISSIONS

Fixed Effects
IV-2SLS IV-2SLS
(D (2)
A. Dependent Variable: Log Permit Allocation
Cycle 2 x Jan-July indicator 0.197* 0.12%
(0.04) (0.01)
Partial F-statistic 20.47 268.05
Partial R* 0.02 0.01
B. Dependent Variable: Log Emissions
Log of permit allocation —0.13 —0.11
(0.72) (0.32)
Root mean squared error 1.46 0.92
Firms 360 361
Observations 5,168 5,190

Robust standard errors clustered by facility are in parentheses. Time-period fixed effects are included
in all specifications (coefficients not reported). *Significantly different from 0 at 90% confidence.
**Significantly different from 0 at 95% confidence. ***Significantly different from O at 99% confidence.

17 /17



