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Outline 

This   module covers some of the most important methodological issues arising in any field 
of applied economics when the main scope of the analysis is to estimate causal effects.  A 
variety of methods will be illustrated using theory and papers drawn from the recent applied 
literature. The aim of the module is to bridge the step from a technical econometrics course to 
doing applied research. The emphasis will be on the application of the methods, rather than 
the technical details about them. As such, the goal is to provide students with enough 
knowledge to understand when these techniques are useful and how to implement each 
method in their empirical research.       

Assessment  

The assessment is based on the production of a short empirical project. To do the project 
students will need to provide a clear research question and a feasible empirical strategy; 
collect relevant data; implement an appropriate method chosen among one of those explored 
in the module; draw conclusions and write up the results in a standard academic style in less 
than 3,000 words.   
 

Book:  

Joshua Angrist and Jörn-Steffen Pischke Mostly Harmless Econometrics: An Empiricists 
Companion, Princeton University Press, 2009  

 

Topics and Selected Readings:  

1. Regression and Causality   
a. Properties of the Conditional Expectation Function 
b. Bad controls 
c. Omitted variable bias 
d. Measurement errors  
e. Simultaneous equations 
f. How to write an empirical project 

 

2.   Instrumental variables 
a. Basics/recap  
b. IV and causality 



c. IV with heterogeneous treatment effects – LATE 
d. Weak instruments 
e. The bias of 2SLS 
f. Application II:  Miguel et al (2004) on rainfall, economic growth and conflict 
g. Application III: Nunn (2009) on slave trades and economic performances   

 

3. The Evaluation Problem and Randomised Experiments  
a. Introduction to the evaluation problem 
b. Randomised Experiments  
c. Practical problems when running experiments 
d. Dulfo et al  (2007) on randomization in development  
e. Application I: Krueger (1999) on class size and educational test scores   
f. Application II: Blundell et al (2004) on education and earnings in the UK 

 

4.  Quasi-Experiments 
a. Matching   
b. Propensity Score Matching 
c. Evaluating the validity of matching estimators 
d. Application I: Caliendo et al., (2005) on job creation in Germany   
e. Application II: Jones and Olken (2009) on assassination and institutions   

 

5.   Differences-in-Differences  
a. Basics  
b. Regression Differences-in-Differences 
c. The Synthetic Control Method  
d. Application I:  Card & Krueger (1994) on minimum wage and unemployment  
e. Application II: Abadie & Gardeazabal (2003) on the effect of terrorism in the 

Basque region 
f. Application III: Autor (2003) on unjust dismissal doctrine and employment  

 

6.   Regression Discontinuity Design  
a. Sharp RD  
b. Fuzzy RD 
c. Running RD Models 
d. Application I:  Lee (2008) on U.S. House elections  
e. Application II:  Angrist &  Lavy (1999) on scholastic achievement 

  


