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Regression Discontinuity Designs 101
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Figure 7.1
Regression discontinuity design

card. The impact of the loyalty card corresponds to the difference in the average outcome
(current expenditures) between those just above and just below the threshold, as depicted
by the double-edged arrow.
The RDD can also be applied to situations where interventions are assigned based on a

threshold in time. Let’s consider a retail company that introduces a new pricing strategy at
the beginning of the third week in September of a specific year and wants to assess its impact
on sales revenue. To evaluate the impact of the pricing strategy, the company compares the
sales realized in its stores in the third week of September, the week immediately after the
introduction of the pricing intervention, to those of the second week of September, the week
just prior to the introduction of the intervention. This analysis utilizes a regression discon-
tinuity in time, as the intervention (implementation of the new pricing strategy) occurs at a
specific point in time, allowing for a comparison of outcomes immediately before and after
the intervention.
However, it is crucial to ensure that such a before-after comparison is not influenced by

differences in any other factors across the two weeks (other than the intervention) that could
affect the outcome. For instance, if weather conditions impact shop visits and vary between
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