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Abstract:  

We study how college students' field-of-study choices shape the economy's 
response to labor market disruptions, and how education capacity constraints 
limit this adjustment margin. We develop a framework in which forward-looking 
students choose a field of study when entering college and subsequently make 
occupational choices after graduation. Different fields endow workers with distinct 
comparative advantages and impose different costs of switching occupations. We 
estimate the model using Danish administrative data linking students' high school 
records, field choices, and labor market outcomes. Counterfactual simulations of 
a trade war and the widespread adoption of AI show that, under the current 
constrained system, field reallocation is limited and the economy's response is 
close to a no-reallocation benchmark. Relaxing capacity constraints raises 
aggregate output even absent shocks and, when shocks hit, allows new cohorts 
to reallocate across fields, improving resilience and expanding opportunities for 
students with lower earnings potential.  


