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Algorithms will run th e world
E very year, the Jean-Jacques Laffont Prize rewards an internationally 

renowned economist whose work combines both theoretical and 
empirical research. Last year’s recipient was Susan Athey, Economics 

of Technology Professor at the Stanford Graduate School of Business. Her 
interests range from microeconomic theory to industrial organisation and 
econometric methods, and her current projects focus on online advertising, 
media economics and machine learning.

During your TSE lecture in 
November, you spoke about the 
effects of search engines, news 
aggregators and social media on the 
news industry. How much impact 
do these platforms have on political 
outcomes?
It’s pretty big. In the recent US presiden-
tial election, we could see an alignment 
of people's social networks with their 
opinions. In the 2012 presidential elec-
tion, there were many educated people 
in cities who supported Mitt Romney 

rather than Barack Obama. In the 2016 
election, these people were overwhel-
mingly for Hillary Clinton. More than that, 
Clinton’s supporters were very upset by 
the policies, opinions and values pro-
moted by Trump. 

As a result, social media feeds were very 
one-sided, especially for Clinton suppor-
ters. Facebook has shown what social 
networks look like geographically. So 
Californians have friends from California 
and also from Boston. In this election, 
people in Boston were a lot like people 
in San Francisco. Something similar pro-
bably happened with urban educated 
people in the Brexit referendum.

How might these political 
outcomes influence the reputation
of platforms?
Traditionally, social networks and search 
engines have been very open. If you 
talked to a YouTube representative, he 
would say: “If we find someone uploa-
ding a video of a beheading, we’ll take 

it down. But we are not going to take 
down a video that is just generally racist 
or sexist, because we are an open plat-
form. We want to make sure that if there 
is an oppressive government, people 
can put out a video against it. But we 
are not going to be in the business of 
making a community that has a set of 
predefined values.” 

These ‘openness’ values are changing 
people's informativeness. The people in 
charge of these platforms are thinking 
hard about how to change the situation, 
but it would be a big change for them to 
start imposing values.

Some of my former PhD students at 
Facebook recently tried to demote “click-
bait”, releasing an algorithm to reduce 
the ranking of articles that had mislea-
ding headlines. However, the problem 
is not so much completely “fake news”, 
but one-sided news with poor interpre-
tation of facts. If a bunch of people want 
to share that information, it is very hard 
for a social media website to control that.

Historically, newspapers separated edito-
rial from business and advertising. They 
also maintained this idea of journalistic 
integrity, where they gave people stuff 
that they didn't really want, and bun-
dled it together with things that they 
did. They said: “Even though people don't 
like to read about Syria, we are going to 
tell them about Syria.” Today, people can 
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choose article by article and see what 
their friends share, so it is very hard to 
make people read things.

What is the role of regulators 
regarding news aggregators?
Normally, antitrust laws would prevent 
collective bargaining by news organi-
sations. However, when an aggregator 
or platform aggregates a large set of 
users, and there is a large set of rela-
tively substitutable service providers that 
must go through the platform to reach 
the users, those service providers have 
basically no bargaining power. This is an 
example of a competitive bottleneck in 
a two-sided market, in which welfare 
would be improved if service providers 
can collectively bargain to reduce access 
fees or improve terms.

For example, you can replace the stories 
from one newspaper with stories from 
other newspapers. The papers that pull 
out lose all their traffic without hurting 
Google News. So, Google says: "Well, a 
newspaper can always opt out" – but 
that is kind of an empty statement. If 
newspapers don't get enough adver-
tising revenue they are not going to 
stay in business, or they will not have 
the incentives to produce quality news. 

There may be policy options, like subsidi-
sing investigative reporting. For example, 
ProPublica’s databases of US government 

information make it easier for news-
papers to do their research. Ultimately, 
newspapers will become more conso-
lidated to give them more bargaining 
power and save on fixed costs.

Why do you find it interesting to do 
both empirical research and theory?
I was motivated to go into economics 
by policy problems, but during my PhD I 
focused on theory. Jean-Jacques Laffont 
had these really lovely theoretical papers 
about how you do empirical work. If you 
had a very large data set, what can be 
learned from it? That was what I saw 
Jean-Jacques do that was so inspiring. 
I was already doing theory of auctions, 
but now I could do theory of how to use 
auction data to answer questions. He 
showed me a clear path from theory to 
empirical work.

Economics and social sciences are mostly 
about causal inference. Machine learning 
hasn't focused on that as much, so now I 
am working on statistical theory for how 
you use big data to answer these types 
of causal questions.

You are the first female economist to 
win the John Bates Clark Medal. What 
are the challenges facing women in 
economics today?
Ten years ago, I would have said that 
things are hardest at the beginning. Early 
on, when nobody knows whether you are 
good at things, stereotypes can matter 
a lot. I was trying to do very technical 
theory but I didn’t look or talk the way 
people expected. People would ask: “Is 
she serious? She smiles too much”. As I 
got more experienced and people got to 
know me, they thought less about my 
gender and more about my work. The 
more papers you have, the easier it is.

“In the near future, 
everybody will have 

introductory coding and 
machine learning. People who 
don’t have these skills are in a 

declining industry”

“Ultimately, newspapers will 
become more consolidated 
to give them more bargaining 
power and save on fixed costs”

Susan Athey
Economics of Technology 
Professor at the Stanford 
Graduate School of Business
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Improving education systems
A na Gazmuri joined TSE in September 2016 from the Wharton School, 

University of Pennsylvania. Before becoming an economist, she was 
an industrial engineer working on food microstructure. She has also 

worked at the World Bank on institutional investors’ behaviour, trading strate-
gies and their effect on capital market development. She is now specialised 
in applied microeconomics with a particular interest in education policies and 
education markets. 

How can education systems be impro-
ved to mitigate segregation, improve 
access and quality? These questions are 
central to Ana’s research. In her search 
for answers, she has used data from 
Chile for several reasons: “Chile has very 
reliable, openly available, data and inte-
resting policies with implications that 
are relevant for many other countries.” 

According to the extensive literature on 
the subject, parental income and educa-
tion are highly correlated to their child’s 
performance. Chilean data also shows 

that high-achieving, wealthier students 
are more likely to go to the same schools, 
while average or poorer students are 
going elsewhere. Ana tried to unders-
tand what has led to this segregation: 
“I study what would happen should 
schools be prevented from selecting 
students. The result is that segrega-
tion would not decrease much because 
parents’ heterogeneous preferences is a 
very important factor determining their 
choice of a school.”

“School segregation is important to 
decipher as it may be a key contribu-
tor to inequality in the long-run. Some 
studies on school desegregation plans 
in the U.S. have linked increased school 
segregation with increased criminal acti-
vity, lower educational attainment for 
minorities, and lower graduation rates.”

The researcher suggests that obliging 
students to attend their nearest school 

would eliminate selection by schools, but 
not sorting from parents, who would 
take this restriction into account when 
deciding where to live. In the long run, 
geographical segregation would increase 
while school segregation might not be 
impacted at all. Alternatively, if all stu-
dents are not necessarily sent to their 
nearest school, they may be forced to 
attend schools that are far away or com-
plicated to reach. 

“As long as parents keep having strong 
preferences for homogeneous class-
rooms, segregation will be a major issue. 
One solution would be to educate parents 
in the value of diversity, while preven-
ting schools from selecting students 
via a lottery system. Of course, this is 
an incredibly hard task that might take 
decades to come to fruition.”

Ana is also working with co-authors 
Jean-François Houde (Cornell University 
College), Chao Fu (University of Wisconsin) 
and Paola Bordón (University of Chile) 
on the effect of increased competition 
on the college-level education 
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Different problems come when you 
become more senior and are supposed 
to be a leader. You make decisions about 
hiring; you advise students; people 
listen to your leadership about where 
the field is going; you have evalua-
tions and power dynamics too. In some 
ways, it becomes even harder to make 
people feel comfortable with you being 
a strong woman because you can’t just 
write more papers. 

I hope it changes but it’s very difficult for 
women to be involved in conflicts and 
power struggles. So my depressing advice 
is just to stay out of it. There are so many 
other interesting things to do. When a 
government or company approaches 
me, they don’t care if I’m purple as long 
as I’m giving them good advice. 

I changed a lot of things at Microsoft when 
I was their consulting chief economist. 
Now I am advising start-up companies, 
one of them is trying to reinvent finance. 
I change the way money moves around 
the world. I am advising the US govern-
ment on how to use big data. That is 
probably a better use of my time than 
worrying about university politics. 

Using your expertise to change the world 
is incredibly powerful. When you are the 
best person to solve a problem, people 
will come to you and make the situa-
tion work. But if the battle is just about 
power, about whose opinion or feelings 
matter more, or who should get to speak 
in a meeting, then gender can get in the 
way. When given the choice, change 
the world through channels where you 
don’t have to waste a lot of time figh-
ting against gender barriers.

How is economics important for 
technology jobs?
Europe is behind the US in educating 
people for those jobs. My 10-year-old 
daughter has been coding in summer 
camp for four years. Most of upper-
middle class kids in the United States 
will have exposure to coding in elemen-
tary school. At Stanford, we have about 
1,000 people a year taking our course 
on machine learning. 

In the near future, everybody will have 
introductory coding and machine lear-
ning. People who don’t have these skills 
are in a declining industry. The good news 
is that if an eight-year-old can learn how 

to code, you can too. You can use Khan 
Academy, you can use Coursera – it is 
all available.

I am very confident that economists will 
have a huge role to play in the future 
because we know how to use data and 
how to think about equilibrium, feed-
back effects and incentives. Those 1,000 
people taking the machine learning class 
aren’t thinking about incentives. They also 
aren’t thinking about causal inference. 
They don’t even necessarily think about 
how to use data to answer a question 
beyond prediction. Using data to answer 
questions and evaluate policies is what 
economics is all about. 

Our world is going to be run by algo-
rithms. We need people to understand, 
manage, measure, evaluate, think about 
and put goals on them. But economists 
will not have a seat at the table unless 
they have enough technical skills.   

...

This article is brought to you by TSE 
student magazine TSEconomist. 

Ana Gazmuri
TSE professor
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“As long as parents keep 
having strong preferences for 

homogeneous classrooms, 
segregation will be a major issue“
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