
Assignment 10 (Treatment E¤ects) Consider the following DGP

yi = a+ bdi + ei; di = 1 fd�i = �xi + uig�
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Q1. Compare the �nite sample performance among propensity score weighted

and matching estimators. (15 points)
(Hint: There are many estimators. You have to compare them one

by one in terms of bias, variance etc.)
Q2. Now assume xi is not observable. You have a proxy variable w for x:

To be speci�c, let
wi = �xi + "i

where "i � iidN
�
0; �2"

�
and � = 1: Repeat Q1 with the proxy variable wi:

Here we assume that xi is not observable. Analyze the impact of �2" on the
estimation of treatment e¤ects. (10 points)
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