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An example: The Clean Water Act

Policy issue:

• Rivers in the U.S. used to be incredibly polluted

• We might want to clean these rivers up

• Is this clean-up worth it?

Approach:

• Look at the Clean Water Act

• Estimate the effects of the CWA on water pollution

• We didn’t randomize water treatment plants

• ...but we can do a pre-vs-post, treated-vs-untreated,
upstream-vs-downstream comparison

→ Use a DDD model to estimate treatment effects
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Estimating the effects of the Clean Water Act

The authors will run a version of:

Yijt = β0 + β1Treati + β2Postt + β3Downstreamj + β4(Treati × Postt)

+ β5(Postt × Downstreamj) + β6(Treati × Downstreamj)

+ τ(Treati × Postt × Downstreamj) + εijt

where
Yijt is pollution at plant i in year y by downstream status j
Treati × Postt × Downstreamj turns on for plants after they’ve gotten a
grant
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Pollution over time
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Pollution over time
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Causal effects of treatment
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Causal effects of treatment
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Causal effects of treatment
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Home values over time
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Cost-effectiveness
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