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Figure 9.1
Synthetic control method

of the new pricing policy. Therefore, the intervention necessarily takes place in some period
after the first period (so that we can measure preintervention outcomes), which implies that
1<T0 + 1≤ T . In any postintervention period t≥T0 + 1 (e.g., in the sixth year or later),
we may estimate the intervention’s impact on the unit receiving the intervention (i.e., for
unit i= n) by taking the difference between the outcome of that targeted unit and a weighted
average of outcomes from the control group. Formally,

Ynt − (ω̂1Y1t + ω̂2Y2t + ω̂3Y3t + · · · + ω̂n−1Yn−1,t) (9.1)

for any postintervention period t≥T0.
The sum ω̂1Y1t + ω̂2Y2t + ω̂3Y3t + · · · + ω̂n−1Yn−1,t represents the synthetic control—

that is, the potential outcome of the targeted unit that we would expect in the absence of
the intervention. Here, ω̂1, ω̂2, . . . , ω̂n−1 are the weights assigned to the units in the con-
trol group, which determine the importance given to each unit for computing the synthetic
control. The contribution of each unit from the control group to the computation of the syn-
thetic control is determined by the unit’s outcome multiplied by its weight. The synthetic
control is then computed as the sum of these contributions, which corresponds to a weighted
average of outcomes from the control group, where the weights are chosen such that they
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