
14.772
Spring, 2020

Choosing Models
Just Execute RCTs, IV, Diff-in-Diff? Some Cautionary Tales

(Lecture 4)

Robert M. Townsend
Elizabeth & James Killian Professor of Economics, MIT





Imbens and Angrist (1994) “Identification and 
Estimation of Local Average Treatment Effects”



Macro Development Models Based on 
Occupation Choice
Jeong and Townsend
Gine and Townsend



Some Troubling Specifics
Townsend, Robert M., and Sergio Urzua (2009) “Measuring the Impact of Financial 

Intermediation: Linking Contract Theory to Econometric Policy Evaluation”
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Townsend-Urzua (cont.)
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Townsend-Urzua (cont.)
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Townsend-Urzua (cont.)
LATE and Monotonicity 
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Townsend-Urzua (cont.)
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Townsend-Urzua (cont.)
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Townsend-Urzua (cont.)
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Townsend-Urzua (cont.)
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Savings = βi
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