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Course will include a homework essay as a final examination.

Students are expected to present an empirical research paper from the evaluation literature during the study.

Section 1. The aim of the course

The aim of the course is to provide students with knowledge and skills of quantitative methods of ex ante and ex post policy evaluation.

The course focuses on complexity of identifying the precise effects of a policy. It provides a comprehensive overview of methods and approaches in designing and evaluating programs and policies under uncertainty and confounding conditions.

Several reform cases and their evaluation that will be presented in the course. The topics of the study are aimed to review various areas of economics, where policy evaluation can be implemented. The cases will be mostly based on Russian experience.

As ex ante evaluation, a simulation and calibration of general equilibrium model will be demonstrated. Classes will include discussion on data sources and their quality, practice in empirical estimation of treatment effects, modelling of ex-ante impact assessment, and presentations of empirical research papers from the evaluation literature.

The course will include the use of STATA, MS Excel, and GAMS. Use of R and other statistical analysis software is optional.

The course provides students with:

· a range of quantitative methods of policy evaluation and impact assessment;
· examples of their application;
· problems that arise when evaluating programs and policies;
· directions of further development in the area of policy evaluation and impact assessment;
· practical exercises that can help in research and analytic activity.
Section 2. Competences of the student, formed as a result of mastering the discipline

As a result of mastering the discipline, the graduate student must:

· Know: the theoretical justification for choosing methods for assessing reforms and regulatory impacts.

· To be able to: apply methods of assessing reforms and regulatory influences for a specific socio-economic process under study.

· Have the skills (gain experience): working with STATA and GAMS package modules, which allow applying methods for evaluating reforms and regulatory impacts.

· As a result of mastering the discipline, the graduate student develops the following competencies:
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Section 3. The place of discipline in the structure of the educational program

This discipline belongs to the compulsory disciplines of the part of selected cources for the specialty of 38.06.01 "Economics", the profiles "Economic theory", "Economics and National Economy Management (by industry and spheres of activity including economics, organization and management of enterprises, industries, complexes - industry, services, labor economics), "Finances, Money Circulation and Credit", "Mathematical and Instrumental Methods of Economics", "World Economy".

The study of this discipline is based on the following basic disciplines:

· linear algebra;
· mathematical analysis;
· probability theory;
· mathematical statistics;
· the theory of optimal control;
· econometrics.
The main competences and knowledge gained by study of the discipline can be used in the future while studying the following disciplines:

· microeconometrics (advanced level);
· the theory of industrial markets and competition policy;
· modelling of credit ratings;
· modern studies of financial markets;
· modern research in corporate finance;
· labour economics;
· behavioural economics;
· economics of the public sector, etc.
and also while writing the empirical part of the PhD-thesis and justification of approaches applied.

Section 4. Description of course methodology and forms of assessment to be used:

Classes will meet twice per week, for a 2-hour lecture and a 2- hour tutorial. Students are expected to attend lectures and actively participate in all tutorial activities.

Individual meetings can be arranged during office hours (e-mail request for a meeting is desirable). The lecturer will hold office hours, except for breaks in the program and holidays. Additional hours will be held by the tutor.

Section 5. Course Overview

1. Introduction. Basic issues of evaluation. Monitoring versus evaluation Monitoring. Operational evaluation. Challenges in operational evaluation. Operational evaluation versus impact evaluation. Quantitative versus qualitative impact assessments.

Quantitative impact assessment: ex post versus ex ante impact evaluations.

The problem of the counterfactual. With-and-without comparisons. Before-and-after comparisons.

Basic theory of impact evaluation: the problem of selection bias. The average treatment effect (ATE). Conditional independence assumption.

Overview: different evaluation approaches to ex post impact evaluation

2. Randomization. Treatment effect on the treated (TOT).

Statistical design of randomization. How to distinguish the ATE from the TOT. Treatment effect with pure randomization. Treatment effect with partial randomization. Conditional exogeneity of program placement.

Randomization in evaluation design: different methods of randomization. Concerns with randomization.

Randomized impact evaluation in practice. Internal versus external validity. Intent-to-treat estimates and measuring spillovers. Heterogeneity in impacts: estimating treatment impacts in the treated sample. Difficulties with randomization.

3. Propensity score matching. PSM method. Assumption of conditional independence. Assumption of common support. Calculating the TOT using PSM. Different matching criteria: nearest-neighbor matching, radius matching, stratifiication, kernel and local linear matching. Estimating standard errors with PSM. The PSM method advantages and disadvantages.

PSM and regression-based methods.

4. Difference-in-difference. Addressing selection bias from a different perspective: using differences as counterfactual. DD method: theory and application. Assumptions and restrictions of the DD application. Panel fixed-effects model. Implementing DD. Placebo effect. Advantages and disadvantages of using DD

Alternative DD models. PSM with DD. Triple-difference method (DDD). Adjusting for differential time trends.

5. Endogenous treatment. Instrumental variables estimation. Two-stage least squares approach. Concerns with IVs. Implications of weak instruments on estimates. Testing for overidentification and weak instruments. Local average treatment effects (LATE). Marginal treatment effect (MTE). Sources of IVs. Randomization as a source of IVs. Nonexperimental instruments used in prior evaluations.

6. Binary outcome models. Exogenous treatment. Binary outcome with binary endogenous regressor. The model and assumptions. Linear probability model. Approaches to estimation of the model. Estimation of ATE and TOT.
7. Switching regression model with endogenous treatment (the Generalized Roy model). ATE, TOT, the average treatment effect on the untreated (ATU). The policy relevant treatment effect (PRTE). Marginal Treatment Effects (MTE). The parametric normal model. Minimal assumptions and nonparametric estimation. Method of local instrumental variables (LIV). Aggregating MTE into treatment parameters ATE and TOT.
8. Regression discontinuity. Regression discontinuity (RD) approach. Variations of rd. Advantages and disadvantages of the RD approach. Sharp and fuzzy discontinuity.

9. Measuring distributional program effects. The need to examine distributional impacts of programs. Examining heterogeneous program impacts: linear regression framework.

Quantile regression approaches. The quantile treatment effect (QTE). Quantile regression approaches using nonexperimental data. A quantile difference-in-difference (QDD) estimate.

10. Computable General Equilibrium Model. Structure of Computable General Equilibrium Model (CGE). An Introduction to GAMS. Calibration. Evaluating impacts of policy changes. Model predictive error

11. Using economic models to evaluate policies. Structural versus reduced-form approaches. Modeling the effects of policies. Assessing the effects of policies in a macroeconomic framework. Modeling household behavior in the case of a single treatment.

Section 6. Total score calculation

The grade is based on participation in the lectures and seminars, namely, discussing papers and answering tutor’s questions, solving proposed problems using statistical packages (30%), a homework essay (30%), and a final written examination in the form of test (40%).

The total score = 0.3 activity score + 0.3 homework essay + 0.4 final test.
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	An essay summarizing impact evaluation in one of the recommended articles or relevant to the research topic of the student. 

The essay must be sent by e-mail no later than 23:59 of the appointed date. 
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	Final examination in the form of test with multiple choice questions 
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Table of Grade Accordance

	Ten-point
Grading Scale
	Five-point
Grading Scale
	

	1 - very bad

2 – bad

3 – no pass
	Unsatisfactory - 2
	FAIL

	4 – pass

5 – highly pass
	Satisfactory – 3
	PASS

	6 – good

7 – very good
	Good – 4
	

	8 – almost excellent

9 – excellent

10 – perfect
	Excellent – 5
	


Session 7. Criteria for assessing knowledge, skills

During the course students are expected to read academic literature on the topics of the course. In their work (at seminars, in homework essay, and final test) students should demonstrate good knowledge of the literature included in the mandatory list and some knowledge / familiarity with some of the literature included in the optional list. Students should demonstrate their ability to critically assess the arguments in the academic literature and discourse. In their independent work (home work) they should prove their ability to find relevant reports, academic literature and statistical data; to apply knowledge and skills obtained at the seminars and to use statistics and statistical methods to describe particular social or economic problems related policy evaluation discussed.

Lectures and seminars will include the following forms of activity: discussions of the papers, practical exercises on poverty evaluation in a statistical package (Stata) and impact assessment (GAMS). Analysis of case studies and problem solving might assume group work.

Activity in classes is calculated as follows:

Maximum of activity score is 10 and ranged on the base of the average activity in the class. Student is marked to be active on a class if he\she solves some problem at the (black-) whiteboard or discusses their solution.
Each student is expected to make one homework essay.

The final control is done in the form of written test with multiple choice questions. The duration of the test is 90 min (two academic hours).

Section 8. Homework Essay Requirements

Homework essay (upto 5 pages) is to be prepared for final examination. It has to describe a research problem on evaluation of a treatment effect or impact assessment. A student is expected to characterize data, treatment, possible outcomes, and at least two methods of estimation, their comparison for solving the problem, and the anticipated results.

Essay has to describe a research problem on evaluation of a treatment effect or impact assessment. A student can use his (her) own research problem (relevant to the course subjects), consider an article among recommended for the course or on his (her) own choice. It is very wise to discuss the selected research problem and the source with the tutor before starting the home work. The student is expected to characterize the problem, goals of the policy and key indicators, data, treatment, possible outcomes, a method of estimation, and the anticipated results of the estimation.
8.1 Structure of the Essay:

1) Consider a research problem that is relevant to evaluation of policy or impact assessment. Describe the reform (policy), its period, area (country, region), units, targets and key indicators. Provide a reference to research papers, a normative act or another document that verify that the reform is to be or has been conducted.

2) Are there other possible policies that would lead to the same goals? Describe them and compare advantages and disadvantages. Namely, describe how the groups would be targeted, how the outcomes would be measured, how the data would be collected.

3) Further focus on the policy. How can the treated and the control groups be selected? Are they homogenous in their characteristics? What should be done to isolate the effect of the treatment from confounding factors? Are there reasons to expect endogeneity of the treatment caused by self-selection or program placement? Would you expect compliers and attrition in the treatment? Would you expect spillover effects?

4) Describe approach for estimation the effect of the treatment. Provide if possible an analytical model for the outcome, for the average treatment effect and the average effect on the treated (or other) for your model of estimation. Give explanation of variables and coefficients.

5) What are the advantages and disadvantages of the approach of estimation?

6) What are the expected estimates for the treatment? Why are they expected to be so (large, small, insignificant, negative, positive)?

8.2 Examples of Questions

1 What are the major concerns of randomization?

A. Ethical issues;

B. External validity;

C. Compliance and spillover.

(a) All of the above;

(b) A and B;

(c) B and C;

(d) C only.
2 Weak common support in PSM is a problem because

A. it may drop observations from the treatment sample nonrandomly.

B. it may drop observations from the control sample nonrandomly.

C. it always drops observations from both treatment and control samples nonrandomly.

(a) A and B;

(b) B;

(c) A;

(d) C.

3 IV controls for biases (endogeneity) that arise from which of the following situations? A. Nonrandom program placement;
B. Nonrandom participation of households;

C. Nonrandom movement of nonparticipants between project and control areas;

(a) A and B;

(b) B and C;

(c) A and C;

(d) C only.

Section 9. Texts, readings and other informational resources

9.1 Methodology of Estimation

General Literature

· Angrist J.D., Pischke J.-S. (2008) Mostly Harmless Econometrics: An Empiricists Companion.
· Greene W. H. Econometric analysis. 7 th. ed, Prentice Hall, NY, 2012

Additional Literature

· Verbeek M. A guide to modern econometrics. John Wiley & Sons, Ltd. 2004. (Ch. 7.6-7.7)
· Wooldridge J.M. (2010) Econometric analysis of cross section and panel data. MIT press.

Other Literature

· Battistin, E. Chesher A. (2014) Treatment effect estimation with covariate measurement error. Journal of Econometrics, 178, Issue 2, February 2014, Pages 707-715
· Björklund, A., Moffitt R. (1987) The Estimation of Wage Gains and Welfare Gains in Self-Selection Models. Review of Economics and Statistics 69 (1): 42–49.
· Cadot O., A.M. Fernandes, J. Gourdon, A. Mattoo (2015) Are the Benefits of Export Support Durable? Evidence from Tunisia. Journal of International Economics, 97(2)
· Caliendo, M., Kopeinig, S. (2005) Some Practical Guidance for the Implementation of Propensity Score Matching Marco IZA Discussion Paper No. 1588.
· Chesher A. (2009) Single equation endogenous binary response models. Working Paper, CWP23/09.
· Chesher, A. (2017) Understanding the effect of measurement error on quantile regressions.Working Paper, CWP19/17.
· Chesher, A., Schluter, C. (2002) Welfare measurement and measurement error. Review of Economic Studies 69(2): 357-78.
· Chiburis R.C., J. Das, M. Lokshin (2011) A Practical Comparison of the Bivariate Probit and Linear IV Estimators. The World Bank. Development Research Group Poverty and Inequality Team and Human Development and Public Services Team. Policy Research Working Paper 5601.
· Cornelissen, T., Dustmann, C., Raute, A., Schönberg, U. (2016) From LATE to MTE: Alternative methods for the evaluation of policy interventions. Labour Economics 41: 47-60.
· Duflo, E, Glennerster, R., Kremer, M. (2007) Using Randomization in Development Economics Research: A Toolkit. CEPR Discussion Paper No. 6059 – 92 p.
· Heckman J.J. (1978). Dummy endogenous variables in a simultaneous equation system.Econometrica, 46(4): 931-959.
· Heckman, J.J., Vytlacil E.J. (2000) Local Instrumental Variables. NBER Technical Working Paper 252.
· Heckman, J.J., Vytlacil E.J. (2005) Structural Equations, Treatment Effects, and Econometric Policy Evaluation.” Econometrica 73 (3): 669–738.
· Heckman, J.J., Vytlacil E.J. (2007 a) Chapter 70 Econometric Evaluation of Social Programs, Part I: Causal Models, Structural Models and Econometric Policy Evaluation. Handbook of Econometrics. Vol.6, Part B: 4779-4874
· Heckman, J.J., Vytlacil E.J. (2007 b) Chapter 71 Econometric Evaluation of Social Programs, Part II: Using the Marginal Treatment Effect to Organize Alternative Econometric Estimators to Evaluate Social Programs, and to Forecast their Effects in New Environments. Handbook of Econometrics. Vol. 6, Part B : 4875-5143
· Kapetanios, G., Tzavalis, E. (2010) Modeling structural breaks in economic relationships using large shocks. Journal of Economic Dynamics and Control Volume 34(3): 417-436
· Keisuke, H., Imbens, G.W., Ridder, G. (2003) Efficient Estimation of Average Treatment Effects Using the Estimated Propensity Score. Econometrica 71 (4): 1161–89.
· Khandker, S.R., Koolwal, G.B., Samad, H.A. (2010) Handbook on Impact Evaluation:Quantitative Methods and Practices. The World Bank – 262 p.
· Lofgren, H., Lee, R., Sherman, H. (2002) A Standard Computable General Equilibrium (CGE) Model in GAMS. Microcomputers in Policy Research, 5.
· Machado, J.A.F., Mata, J. (2005) Counterfactual Decomposition of Changes in Wage Distributions Using Quantile Regression. Journal of Applied Econometrics 20: 445–465.
· Manski, C. (1987) Semiparametric Analysis of Random Effects Linear Models from Binary Panel Data. Econometrica, 55(2): 357-362.
· Rosenthal, R.E. (2017) GAMS – A User’s Guide: Tutorial. GAMS Development Corporation, Washington, DC, USA. 588 p.
· Spadaro, A., Bourguignon, F. (2006) Microsimulation as a Tool for Evaluating Redistribution Policies. ECINEQ WP 2006 – 20.
· Staub, K.E. (2010) A Causal Interpretation of Extensive and Intensive Margin Effects in Generalized Tobit Models. Socioeconomic Institute University of Zurich WP 1012.
· Terza, J. V. (1998) Estimating count data models with endogenous switching: Sample

selection and endogenous treatment effects. Journal of Econometrics 84: 129–154.
· Todd, P. (2007) Evaluating Social Programs with Endogenous Program Placement and Selection of the Treated. In Handbook of Development Economics, 4, ed. T. Paul Schultz and John Strauss, 3847–94. Amsterdam: North-Holland.
· Todd, P., Wolpin K. (2010) Ex Ante Evaluation of Social Programs. Annales D’économie et de Statistique. 91: 259-286.
· Vytlacil E., N. Yildiz  (2007) Dummy Endogenous Variables in Weakly Separable Models. Econometrica, Vol. 75, No. 3 757–779. 
9.2 Case Studies
Other Literature
· Banerjee, S., Masulis, R., Pal, S. (2016) Regulation and Firm Value: Curious Case of Transparency and Disclosure Laws in Russia. IZA DP No. 9890.
· Crescenzi R., Jaax A. (2015) Innovation in Russia: the Territorial Dimension. Papers in Evolutionary Economic Geography # 15.09. Utrecht University WP.
· De Jong, P., J. Penzer (1998) Diagnosing shocks in time series. Journal of the American Statistical Association Volume 93, 1998 - Issue 442
· Dillon A. (2010) Do Differences in the Scale of Irrigation Projects Generate Different Impacts on Poverty and Production? IFPRI Discussion Paper 01022
· Duncan, D., P.K. Sabirianova (2010) Does Labor Supply Respond to a Flat Tax? Evidence from the Russian Tax Reform. Economics of Transition. 18(2): 365–404
· Fleisher, B.M., Sabirianova, K., Wang. X. (2004) Returns to Skills and the Speed of Reforms: Evidence from Central and Eastern Europe, China, and Russia. Journal of Comparative Economics, 33: 351-370.
· Heilporn, G., M. Labbé, P. Marcotte, G. Savard (2011) Valid inequalities and branch-and-cut for the clique pricing problem. Discrete Optimization 8(3): 393-410
· Hertel, Th., Hummels, D., Ivanic, M., Keeney, R. (2004) How Confident Can We Be in CGE-based Assessments of Free Trade Agreements?, NBER WP 10477
· Lechner M., J.A. Smith (2003) What is the Value Added by Caseworkers? IZA DP No. 728
· Lokshin, M., Ravallion M. (2004) Gainers and Losers from Trade Reform in Morocco. Policy Research Working Paper 3368, World Bank, Washington, DC.
· Lozinskaia A. M., E.M. Ozhegov, A.M. Karminsky Discontinuity in relative credit losses: evidence from defaults on government-insured residential mortgages. Higher School of Economics Research Paper No. WP BRP 55/FE/2016
· Martincus C.V. and J. Carballo (2010) Export Promotion: Bundled Services Work Better. The World Economy. 1718-1756
· Rutherford, Th., Tarr, D., Shepotylo, O. (2008). Poverty Effects of Russia’s WTO Accession: modeling “real” households and endogenous productivity effects. Journal of International Economics. 75(1): 131–150
· Slonimczyk, F., M. Francesconi, A. Yurko (2017) Moving On Up for High School Graduates in Russia: The Consequences of the Unified State Exam Reform. IZA DP No. 10679.
· Slonimczyk, F., Yurko, A. (2014) Assessing the impact of the maternity capital policy in Russia. Labour Economics. Vol. 30: 265–281
· Tkachenko A., Yakovlev A.A., Demidova O., Volmenskikh I. (2014) The Effects of Regulatory Reforms on Public Procurement: The Case of a National University in Russia. Higher School of Economics Research Paper No. WP BRP 19/PA/2014
· Борзых О.А. (2016) «Антиэффект» ликвидности в российской банковской системе. Экономический журнал Высшей школы экономики,
· Маркес Второй И., Назруллаева Е. Ю., Яковлев А. А. (2013) Деньги вместо роста: межбюджетные трансферты и электоральная поддержка в России, 2001–2008. Институциональные проблемы российской экономики. WP1. НИУ ВШЭ, № 03.

Section 10. Academic Integrity

The Higher School of Economics strictly adheres to the principle of academic integrity and honesty. Accordingly, in this course there will be a zero-tolerance policy toward academic dishonesty. This includes, but is not limited to, cheating, plagiarism (including failure to properly cite sources), fabricating citations or information, tampering with other students’ work, and presenting a part of or the entirety of another person’s work as your own. HSE uses an automated plagiarism-detection system to ensure the originality of students’ work. Students who violate university rules on academic honesty will face disciplinary consequences, which, depending on the severity of the offense, may include having points deducted on a specific assignment, receiving a failing grade for the course, being expelled from the university, or other measures specified in HSE’s Internal Regulations.

� Handbooks are in bold.








