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Abstract

Many events and policies (treatments), such as opening of businesses, building of hospitals, and sources
of pollution, occur at specific spatial locations, with researchers interested in their effects on nearby
individuals or businesses (outcome units). However, the existing treatment effects literature primarily
considers treatments that could experimentally be assigned directly at the level of the outcome units,
potentially with spillover effects. I approach the spatial treatment setting from a similar experimental
perspective: What ideal experiment would we design to estimate the causal effects of spatial treatments?
This perspective motivates a comparison between individuals near realized treatment locations and
individuals near counterfactual (unrealized) candidate locations, which is distinct from current empirical
practice. I derive standard errors based on this design-based perspective that are straightforward to
compute irrespective of spatial correlations in outcomes. Furthermore, I propose machine learning methods
to find counterfactual candidate locations and show how to apply the proposed methods on observational
data. I study the causal effects of grocery stores on foot traffic to nearby businesses during COVID-19
shelter-in-place policies. I find a substantial positive effect at a very short distance. Correctly accounting
for possible effect “interference” between grocery stores located close to one another is of first order

importance when calculating standard errors in this application.
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1 INTRODUCTION

How can we estimate the causal effects of spatial treatments? In the setting of this paper, a spatial treatment,
such as the opening of a “million dollar plant” (Greenstone and Moretti, 2003; Greenstone et al., 2010) occurs
at a spatial location, and the outcome of interest, such as earnings of workers, is measured for separate
individuals who are located nearby.! I study an “ideal experiment” where causal effects are identified by
(quasi-) random variation in the location of the spatial treatment, formalizing informal discussions about
identifying variation in empirical work studying spatial treatments (for instance Linden and Rockoff, 2008).
This motivates a perspective on the potential outcomes framework where the roles played by outcome and
treatment units are more clearly distinct than in most existing theoretical work in causal inference. In the
absence of guidance from theoretical work, most recent empirical studies using highly-detailed location data
compare “treated” individuals at a given distance from treatment (on an “inner ring”) to “control” individuals
that are farther away but centered around the same treatment location (on an “outer ring”). However, I
show that the ideal experiment does not generally ensure the validity of this control group; identification
instead fundamentally relies on functional form assumptions.

In this paper, I propose (quasi-) experimental methods for spatial treatments that are motivated by an
ideal experiment where the spatial locations of treatments are random. These methods are based on a simple
insight: Suppose the ideal experiment randomly chooses some locations for treatment from a larger set of
candidate locations. Then quasi-experimental methods should compare individuals near locations that are
chosen for treatment to individuals near locations that could have been chosen but were not. For a formal
characterization of estimands and estimators, I extend the potential outcomes framework for individual-level
treatments to allow treatments to be randomized across space and to directly affect nearby individuals.
Within this framework, I derive finite sample design-based standard errors similar to those of Neyman (1923,
1990) for randomized experiments with individual-level treatment assignment for a fixed population.

The estimators I propose differ from the approach of most recent empirical work in the choice of the
control group. Suppose we want to estimate the average effect of a million dollar plant on individuals who
are, say, one mile away. The method employed by most recent empirical work compares individuals on an
inner ring around the million dollar plant with radius one mile to individuals on an outer ring, who are, say,
five miles away from the same million dollar plant. Since many observable and unobservable characteristics
correlate with distance from any one point in space (cf. Lee and Ogburn, 2021; Kelly, 2019), this comparison
of inner and outer ring can be controversial: If treatment always occurs in the city center, the inner ring, or
treated, individuals are urban individuals, while the outer ring, or control, individuals are suburban and rural

individuals, and thus potentially fundamentally different.? In contrast, the estimators I propose use a control

1Spatial treatments are relevant for a diverse range of questions from many applied fields in economics and other social
sciences. Recent studies estimating the effects of spatial treatments using individual-level outcome and location data include
Stock (1989, 1991); Linden and Rockoff (2008); Currie et al. (2015); Aliprantis and Hartley (2015); Sandler (2017); Diamond
and McQuade (2019); Chalfin et al. (2022); Rossin-Slater et al. (2020). Notably, Dell and Olken (2020) explicitly consider
counterfactual treatment locations in a quasi-experimental setting, in an approach that is conceptually similar to the one taken
in this paper. Much more existing empirical work studying spatial treatments is limited to aggregated outcome data, for instance
Duflo (2001); Miguel and Kremer (2004); Cohen and Dupas (2010); Greenstone et al. (2010); Feyrer et al. (2017); Jia (2008);
Keiser and Shapiro (2019). Furthermore, a recent literature has documented large geographic variation in a diverse range of
outcomes (for instance Chetty et al., 2014; Chetty and Hendren, 2018; Finkelstein et al., 2016, 2021; Athey et al., 2019; Bilal,
2019), the causes and potential remedies of which, such as place-based polices, may involve spatial treatments.

2Researchers typically attempt to address this issue by adding a pre vs. post comparison in a difference-in-differences
approach, where outcomes for urban and suburban individuals are allowed to be on different levels, but must evolve along
parallel trends in the absence of treatment. Conceptually, the same issues remain. Parallel trends here is a functional form
assumption that is not guaranteed to hold by experimental design, and may be more difficult to make plausible visually in the
spatial treatment setting than in other settings, as discussed in Section 2.



group of individuals who are one mile away from counterfactual candidate locations where treatment could
have occurred under the ideal experiment but did not, ensuring validity by experimental design. Greenstone
and Moretti (2003), using aggregate data, choose a similar control group for counties with million dollar
plants: They compare counties that “won” the bidding war for a million dollar plant to “runners-up” counties
that were also very seriously considered as locations for million dollar plants, but ultimately “lost.”

The “inner ring vs. outer ring” empirical strategy commonly used in current empirical research relies
on two partly conflicting assumptions: First, the treatment must not affect individuals on the outer ring
directly. This is most easily achieved by choosing an outer ring with large radius, such that these “control”
individuals are far away. Second, the individuals on inner and outer rings must be comparable. This is most
easily achieved by choosing an outer ring close to the inner ring, in conflict with the first assumption. Even
when the differences in levels between inner and outer ring are differenced out with individual fixed effects
in panel data, the parallel trends assumption can be particularly problematic in spatial treatment settings.
Researchers oftentimes estimate the effect not just at one distance but at multiple distances, typically using
the same outer ring control group. This effectively requires that individuals at all distances up to the outer
ring are on the same parallel trend, with additively separable time fixed effects.

A simple example illustrates that these two assumptions are fundamental to the inner ring vs. outer ring
empirical strategy, are not guaranteed to be satisfied even in a true randomized experiment, and cannot be
relaxed through more flexible functional form in larger samples. Suppose that treatment only occurs in city
centers. Then the assumptions may require individuals living in downtown areas to be on parallel trends (in
the absence of treatment) to those on the outskirts of the city. Clearly, randomization of which cities the
treatment occurs in cannot guarantee such parallel trends. Furthermore, data from additional cities does not
make trends of inner cities and outskirts more likely to be parallel. Even in larger samples, one cannot choose
an outer ring closer to the inner ring because such outer ring individuals continue to (potentially) be affected
by the treatment themselves. These assumptions are therefore not just approximations to make finite sample
analysis feasible where asymptotically an analogous nonparametric specification identifies treatment effects:
Identification in this approach fundamentally rests upon the functional form assumptions even asymptotically,
and even with experimental data.

Instead, I recommend estimators that are formally valid under the quasi-experimental variation in
treatment location sometimes used to informally justify the assumptions of the inner ring vs. outer ring
empirical strategy. The inner ring vs. outer ring empirical strategy generally yields the most credible estimates
if the treatment is known not to have an effect past a short, known, distance. Then individuals on an outer
ring with small radius are likely to be comparable. Sometimes, these comparisons are then argued to be
justified by the fact that the exact location of the treatment was as good as random. For instance, Linden
and Rockoff (2008, p. 1110), referencing Bayer et al. (2008), argue that for their treatment, sex offenders
moving into neighborhoods, “the nature of the search for housing is also a largely random process at the
local level. Individuals may choose neighborhoods with specific characteristics, but, within a fraction of a
mile, the exact locations available at the time individuals seek to move into a neighborhood are arguably
exogenous.” However, as I demonstrate in Section 2, even at short distances this quasi-randomization is not
sufficient for inner and outer ring comparisons: In addition to randomization, the potential outcome surface
needs to be flat. The estimators proposed in this paper instead allow researchers to directly make use of such
credible identifying variation in the spatial locations of treatments.

Furthermore, using this design-based perspective I derive standard errors that are both conceptually

attractive and straightforward to compute irrespective of the spatial correlations in outcomes, simplifying



inference in spatial treatment settings. The interpretation of the design-based standard errors I propose is
simple: If treatment had been realized in some of the counterfactual locations instead of some of the realized
locations, the point estimates would be different. That is, design-based standard errors reflect the variation
in estimates that arises due to the identifying variation in treatment locations, holding the individuals in the
sample and their potential outcomes fixed. This is the same variation that is needed for internal validity of the
causal effect estimates (Abadie et al., 2020). The variance formulas I derive are weighted averages of squared
(aggregated) potential outcomes and are straightforward to compute with sample analogs using observed
outcomes. I see the simplicity of computation as a key advantage over alternative standard errors that require
correct specification and estimation of, for instance, spatial autoregressive models that are often unrelated
to the research question and expertise of the researcher. In a baseline setting, the variance estimators I
derive are similar to clustering at the level of treatment assignment (Abadie et al., 2017) or, after aggregating
data, to Neyman (1923, 1990) standard errors for randomized experiments with individual-level treatment
assignment for a fixed population. I also extend my results to settings where realized treatment locations
close to one another cause interference. I show how to define exposure mappings (Aronow and Samii, 2017)
based on restrictions on interference that are often plausible in spatial settings, such as a maximum distance
past which the treatment is assumed not to affect individuals. Here, the design-based perspective allows easy
computation of standard errors even when clustering based on non-overlapping, discrete, independent groups
is not feasible.

I demonstrate the quasi-experimental methods I propose in an application studying the causal effects of
grocery stores on foot-traffic to nearby restaurants during COVID-19 shelter-in-place policies in April of 2020.
During shelter-in-places policies, consumers made few trips outside the home. Grocery stores may bring
consumers to particular neighborhoods, benefiting nearby restaurants, akin to anchor stores in shopping
malls. My study is informative about the extent and reach of economic externalities that businesses generate
in their local neighborhoods.

I use data on the spatial locations of grocery stores and other businesses to show how to find counterfactual
locations for spatial treatments in settings where these are not known by the design of an actual experiment.
My approach to finding counterfactual locations borrows tools from the literature on image recognition,
specifically convolutional neural networks. With some adjustments, these neural networks can use the
locations of observations as well as other covariates that vary across space as inputs. Through specific choices
in training, they capture the economic idea that local neighborhoods and relative spatial locations, rather
than absolute latitude and longitude, matter. Intuitively, the false positive predictions of grocery store
locations are counterfactual locations that resemble (to the algorithm) real grocery store locations. These
counterfactual locations are good “control” neighborhoods that are similar to neighborhoods of actual grocery
stores except for the absence of one marginal grocery store. I demonstrate that the neighborhoods of these
counterfactual locations have a similar business composition as the neighborhoods of real grocery stores.

Using data from SafeGraph? for the San Francisco Bay Area, I find that grocery stores cause a substantial
increase in visits to restaurants within a couple of minutes walking. The number of visits to restaurants
very close to real grocery store locations is two to three times the number of visits to restaurants very close
to counterfactual locations. I measure visits to a restaurant as the total number of visits that SafeGraph
assigns to the restaurant based on repeated smartphone location pings at the restaurant from applications

that share users’ locations. However, the estimated effects are close to 0 at distances larger than 0.05 miles

3SafeGraph is a data company that aggregates anonymized location data from numerous applications in order to provide
insights about physical places.



(approximately 80 meters or 260 feet) from the front entrance of the grocery stores, suggesting the externalities
of grocery stores are specific to very local neighborhoods.

While I argue in favor of this design-based, quasi-experimental strategy in this paper, the inner ring vs.
outer ring empirical strategy has its own advantages, such that both are complementary. Specifically, the
comparison with an “outer ring” effectively removes time-specific noise that is shared within a larger region
but distinct across regions. In contrast, the methods proposed in this paper focus mostly on eliminating
confounding due to differences in the spatial neighborhoods, such as population density, of treated and control
individuals. Whether spatial variation in treatment locations, temporal variation in the timing of treatments,
or functional form assumptions yield the most credible estimates of causal effects depends on the particular
empirical setting. Estimators that are consistent for causal effects as long as either spatial or temporal
variation (or both) is as good as random, or functional form assumptions are correct, are a particularly
promising topic for future research. Researchers may find studies particularly credible if several distinct
identification strategies lead to similar conclusions. Doubly-robust estimators (e.g. Robins and Rotnitzky,
1995; Belloni et al., 2017), which model both the outcome (conditional expectation) and assignment process
(propensity score), may offer an attractive bridge between approaches.

The potential outcomes framework I develop for spatial treatments highlights nuances in interpretation of
estimated average treatment effects that have received little attention in the literature thus far. Most recent
empirical work estimates the effects of spatial treatments at multiple distances. However, the average effects
at different distances are not generally comparable. Since some individuals are often more likely — before
realization of treatment assignment — to be close to treatment locations, their treatment effects typically get
more weight in average effect estimands at shorter distances, and less weight in average effect estimands at
longer distances. In other words, we cannot generally interpret effect-by-distance curves or the change in
effect between distances as average within-individual effects. Even the aggregate weight placed on individuals
near any one treatment location varies with distance. Both of these effects can lead to estimates of average
treatment effects that increase in distance, even though individual-level treatment effects are decreasing
in distance for every individual. The framework in this paper allows me to characterize estimators with
alternative weights on individuals to mitigate such issues. In addition, in this framework I can show how to
aggregate individual-level treatment effects to estimate the aggregate effects of treatment at a location on all
nearby individuals. Such aggregate treatment effects may be relevant for cost-benefit or welfare analysis.

In recent independent work, other researchers also consider treatments that are separate from outcome
units. Zigler and Papadogeorgou (2021) and Aronow et al. (2020) specifically consider the spatial treatment
setting with interference. The work of Aronow et al. (2020) in particular complements the present paper
by proving asymptotic normality and suggesting sampling-based inference following Conley (1999) for an
estimator similar to those proposed here. Borusyak and Hull (2020) use a regression, rather than potential
outcomes, framework that simplifies analysis of non-binary treatments through recentering of the realized
exposure by expected (over the assignment distribution) exposure. They suggest randomization inference
to test sharp null hypotheses and report Conley (1999)-type standard errors for their regression estimates.
MeclIntosh (2008) also considers spatial treatments in a regression framework. In his setting, some individuals
at the same locations as the treated individuals are assumed not to be affected by the treatment, resolving
the key issue of finding the right control group and suggesting a matching (based on absolute coordinates)
framework for standard errors that is not applicable when such a natural control group is unavailable. The
formal results in the present paper go beyond Zigler and Papadogeorgou (2021), Aronow et al. (2020), and
Borusyak and Hull (2020) by proposing design-based inference instead, which is conceptually attractive and



simplifies computation of standard errors. Compared to Borusyak and Hull (2020), the inverse probability
weighting estimators and analysis in the potential outcomes framework proposed here simplify achieving
desirable weighting of possibly heterogeneous treatment effects. Furthermore, I propose machine learning
methods that allow finding counterfactual treatment locations in the data, a crucial step when applying any
of these methods on most observational data, while Zigler and Papadogeorgou (2021), Aronow et al. (2020),
and Borusyak and Hull (2020) do not address settings where these are unknown in detail.

Within the larger causal inference literature, the spatial treatment setting of this paper most closely
relates to work on interference and networks. Some work in causal inference explicitly considers spatially
correlated treatments (Delgado and Florax, 2015; Druckenmiller and Hsiang, 2019), but is not directly
applicable when spatial treatments occur at discrete points. The literature on interference is primarily
concerned with spillover, or indirect, effects of treatments assigned to individuals in violation of the stable
unit treatment value assumption (Rosenbaum, 2007; Hudgens and Halloran, 2008; Tchetgen Tchetgen and
VanderWeele, 2012; Aronow and Samii, 2017; Vazquez-Bare, 2017; Savje et al., 2021; Siavje, 2021; Basse
et al., 2019). In contrast, in the spatial treatment setting treatment units are separate from outcome units,
requiring a different definition of potential outcomes and the stable unit treatment value assumption. The key
ideas in the present paper of finding the correct control group and using design-based inference are relevant
irrespective of (properly defined) interference and spillovers. For settings where interference is present, I
build on the work on exposure mappings (Aronow and Samii, 2017) for inference that incorporates the
distinct restrictions that are typically plausible for spatial treatment settings. While networks (for instance
Athey et al., 2018; Basse et al., 2019, for direct applications to causal inference) and spatial distance both
suggest dependence between outcomes for “nearby” units,? the settings where either approach is the most
appropriate differ: in the treated units (nodes of the network vs. separate spatial location, see also Zigler and
Papadogeorgou (2021)), in the data requirements (known network vs. observable relative locations), and in
the channels “transmitting,” or moderating, treatment effects (network links vs. spatial proximity). Hence,
also the randomization distributions typically considered for causal inference differ between these settings.

This paper contributes to the recent literature illustrating creative uses of modern machine learning
methods for economic analyses.®. I propose a method for finding counterfactual candidate treatment locations
based on an adversarial task: Finding locations that are indistinguishable (to the algorithm) from realized
treatment locations. Most closely related, Athey et al. (2021) use generative adversarial networks (Goodfellow
et al., 2014) to create samples for simulation studies. Kaji et al. (2020) similarly propose “adversarial
estimation” to estimate structural models using generative adversarial networks. In each of these applications,
the aim is to generate synthetic samples which look indistinguishable from the real data. In the application
of this paper, only the counterfactual candidate treatment locations are synthetic, while the outcome and
covariate data around it are real. In this paper, I argue in favor of convolutional neural networks in particular,
based on the similarity between spatial data and image data, which sparked more recent developments
in this method (Krizhevsky et al., 2012). Relative spatial positions are similar to relative positions of
pixels, and different covariates at each location correspond to the different color channels of images. For
economic applications using satellite data (see Donaldson and Storeygard, 2016, for a review), convolutional
neural networks have also shown promise (e.g. Jean et al., 2016; Engstrom et al., 2021). Convolutional

neural networks are particularly attractive for spatial settings because they build on relevant economic

4In some cases, one may think of both network structure and relative spatial locations as different representations of the
same underlying latent space (cf. Hoff et al., 2002) that would be used directly if it was observable.

5See Mullainathan and Spiess (2017); Glaeser et al. (2018); Athey (2018); Gentzkow et al. (2019); Athey and Imbens (2019)
for recent reviews



intuition for regularization: While the geographic space might be large and high-dimensional, the immediate
spatial neighborhood often matters the most, and relative distances matter similarly at different absolute
locations. Through careful design decisions, the methods I propose for the spatial treatment setting retain
some interpretability in addition to the good performance commonly associated with “black box” machine
learning algorithms.

The framework and methods discussed in this paper may also prove useful for causal inference questions
not directly related to spatial treatments. First, other non-spatial settings similarly feature “treatments”
that are not directly assigned to individuals but affect them based on some measure of distance. In this
paper, I briefly discuss Bartik (1991)-, or shift-share, instruments, where for instance industry-level shocks
affect all cities depending on industry composition, with exposure of a city to the shocked industries as the
distance measure.® Second, I develop an approach to finding suitable counterfactual candidate locations in
observational data based on flexible machine learning methods. This approach may extend to other settings
with dependency between observations where it is sometimes challenging to find (good) control observations,
such as event studies and other time series settings. Third, separating treatment assignment and outcome
individuals in this framework further clarifies distinctions between design-based and sampling-based inference
(Abadie et al., 2020). While design-based inference captures variation in treatment locations, sampling-based
inference can reflect sampling of individuals at fixed locations, within fixed regions (infill asymptotics (Cressie,
1993) in the spatial statistics literature), of a growing contiguous space (expanding domain asymptotics
(Cressie, 1993)), or of independent regions (clustering). The present paper focuses on design-based inference
specifically; in-depth comparisons of different modes of inference are beyond its scope.

My current analysis is limited in at least three important ways. First, I assume that outcome individuals
have fixed locations. This is problematic if individuals move, or migrate, strategically in response to the
treatment. In such a case, researchers can use pre-treatment locations, if such data are available, and estimate
the reduced form effect of the treatment on those who were nearby before the treatment occurred. Second,
the framework is not directly applicable to settings where researchers are interested in the causal effects of
spatially correlated characteristics of places, such as in the literature on social mobility (e.g. Chetty et al.,
2014). Instead, the present paper focuses on treatments that occur at discrete locations in space, rather
than a general treatment intensity surface. The ideal experiment of randomizing treatment locations yields a
distinct and tractable randomization distribution for the estimators studied in this paper. Third, there are no
claims of efficiency in the current paper. While I attempt to offer theory and estimators for a variety of spatial
treatment settings, the primary focus of this paper lies in developing a coherent conceptual framework that
allows me to characterize, discuss, and exploit the ideal experiment with spatial treatments. In particular, the
present paper provides no formal justification for the use of methods from the literature on sample splitting
and double robustness (e.g. Chernozhukov et al., 2018). The need to consider many relative spatial locations
for finding suitable counterfactual candidate locations makes this a high-dimensional estimation problem in
observational settings, suggesting the importance of methods and insights from that literature.

The remainder of this paper is organized as follows. Section 2 discusses how the assumptions required for
the existing inner vs. outer ring strategy differ from a (quasi-) random treatment location assumption, which
can be justified by the ideal experiment underlying the estimators proposed in this paper. Section 3 develops
a potential outcomes framework for spatial treatments. Section 4 contains the main results on identification,

estimation, and inference under the ideal experiment. Section 5 discusses how to extend these results to

6Adao et al. (2019) and Borusyak et al. (2022) take a similar design-based view where the “shifts” are random. See
Goldsmith-Pinkham et al. (2020) for an alternative that considers the “shares” to be random.



additional settings of empirical relevance. Section 6 shifts the focus from experimental to observational data,
proposing assumptions and methods that allow researchers to emulate the ideal experiment. Section 7 shows
how to apply these methods in practice. In the conclusion, I discuss fruitful directions for future research on

causal inference for spatial treatments.

2  COMPARISON ToO INNER VS. OUTER RING EMPIRICAL STRATEGIES

I compare the “inner vs. outer ring” empirical strategy used by most existing empirical studies of spatial
treatment and the (quasi-) experimental strategy proposed in this paper.

To build intuition, consider a simplified setting of a spatial treatment occurring at a location s € R in
one-dimensional space. The researcher is interested in the effect the treatment at s has on outcomes Y; of
individuals ¢ who are also located in the same one-dimensional space. Specifically, the researcher wants to

dshort

estimate the effect of the treatment on individuals who are a short distance away from treatment; that

_ dshort dshort

is, individuals at locations r; = s and r; = s +

The “inner vs. outer ring” strategy and the experimental strategy differ in their choices for a control
group. When there is treatment at location s, the researcher observes the “treated” potential outcomes for
individuals at locations s — d**™* and s + d*"™. The question is which other individuals have outcomes
similar to the outcomes that “inner ring” individuals at s + d**'* would have had without treatment at
location s. To make any progress on this question, one needs to assume that there are some individuals,
typically individuals sufficiently far away from treatment, who are unaffected by it. Otherwise, one cannot,
in general, learn about the (potential) outcome in the absence of treatment. The “inner vs. outer ring”
strategy chooses “outer ring” individuals at locations s — d'°"¢ and s + d'°"8 as the control group, where
d'°"& > ¢short . Figure 1 illustrates the comparison underlying this empirical strategy in two-dimensional
space. The experimental strategy instead chooses individuals at locations s’ — d*P°™* and s’ + ds"°"t near a
counterfactual location s’ where treatment could plausibly have occurred, but (quasi-) randomly did not.
Intuitively, if the treatment occurs in a business district location s such that individuals at s + d***'t are in
the business district, then a good control group may be individuals at s’ + d**°'* in other business districts
s’ where treatment did not occur for exogenous reasons, while individuals at s + d'°*® may be outside any
business district. Formally, I justify such estimators with an ideal experiment where the locations of the
treatment are randomized between some plausible candidate treatment locations.

For simplicity, suppose that individuals are located uniformly across space and that outcomes in the
absence of treatment are quadratic in location. That is, ¥;(0) = r? where Y;(0) is the potential outcome of
individual 7 at location r; € R if there is no spatial treatment nearby. Then the average outcome individuals
at s & d*"™* would have had in the absence of treatment is §(s — d*"*™)2 + 1(s 4 d*hor)2 = §2 4 (gshort)?
where the equal weights 1/2 are due to the uniform distribution of individuals across space.

This example illustrates that the outer ring control group will not, in general, estimate the outcome in the
absence of treatment correctly, even if the treatment location was randomized and even if the researcher has
access to a large sample. Instead, the outer ring individuals have average outcomes s+ (d'©78)? > 524 (dshort)2,
That is, no matter how the location s was chosen, whether endogenously or randomly in an experiment,
the outer ring control group over-estimates the outcome in the absence of treatment by (d'°")? — (gshort)2.
Observing multiple separate one-dimensional spaces does not resolve this issue, irrespective of how the
treatment locations are chosen in each space. It may be tempting to consider the limit of (d'°"&)2 — (gshert)2

as di°"¢ — ¢*h°rt However, when d'°"8 ~ d*"°™  the individuals at s & d'°"¢ are themselves affected by the
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Figure 1: Existing estimators focus only on locations where the treatment did occur. In this figure, the
realized treatment location is shown as a filled-in triangle. The treatment group consists of individuals in an
“inner ring” at a given distance of interest from treatment, here displayed as small filled-in circles. The control
group consists of individuals in an “outer ring” who are farther away from realized treatment, here displayed
as hollow squares. With panel data, existing estimators use pre- and post-treatment data for both groups in
a difference-in-differences setup. Typically, when researchers estimate the effect at multiple distances, the
same control group is used for all distances. Panel a shows the estimator 7(d*"°™*) for a short distance d*hort.
Panel b shows the estimator 7(d™) for a medium distance d™ed.

treatment, and hence their outcomes may be uninformative about the outcome in the absence of treatment.

The (quasi-) experimental estimator instead uses individuals near counterfactual locations such that
treatment assignment is as-good-as-random between realized and counterfactual locations. In the example of
quadratic outcomes, if treatment is realized at a location s, then a counterfactual location is s’ = —s. The
average control potential outcomes of individuals at s 4= d*'°™* are s + (dh°"*)2; but it is unobserved due to
treatment at location s — instead, treated potential outcomes are observed. The average control potential
outcomes of individuals at s’ £ @™ are (s')% + (d*P°*)2, which is the same because (s5')? = (—s)? = 5.
Since individuals at s’ + d**°'* could, in general, also be affected by treatment at location s, the simplest
experimental estimators use multiple separate one-dimensional spaces, where treatment in one space does not
affect outcomes in other spaces. Then, by randomizing which of these spaces have any treatment, one can
use a control group comprised of individuals at s 4 d*°"* and (—s) £ d*"°™* from a space without treatment.
I propose a machine learning algorithm to find such counterfactual locations in real applications where a
(absolute or relative) location s does not directly transfer to another space, and outcomes are not quadratic
so a location —s may not offer a suitable counterfactual either. Furthermore, I show that even if one has data
from only one space with several realized treatment locations, it is possible to estimate similar treatment
effect estimands and do inference along similar lines.

Some existing work explicitly argues that the location of the treatment is as-good-as-random within some
set of locations, justifying the estimators proposed in this paper. Linden and Rockoff (2008), as quoted
in the introduction, argue that “the exact locations available at the time individuals seek to move into a
neighborhood are arguably exogenous.” Diamond and McQuade (2019, p. 1065) similarly state that “the
exact geographic location of the development site within a broader neighborhood appears to be determined
by idiosyncratic characteristics, such as which exact plot of land was for sale at the time.” In general, the
ideal experiment for spatial treatments, in analogy to more familiar individual-level treatments, randomizes
the presence and absence of treatments. In this paper, I propose estimators and inference procedures for
this ideal experiment, as well as methods for observational data that allow researchers to emulate the ideal

experiment.



The inner vs. outer ring strategy, as demonstrated in the example above, is not justified by the same
ideal experiment; instead it relies on two, partly conflicting assumptions: First, the outer ring individuals
must have control potential outcomes that are comparable to the control potential outcomes of inner ring
individuals. Second, the outer ring individuals must be unaffected by the treatment.

The outer ring individuals are most plausibly comparable to inner ring individuals if the outer ring has
small radius so inner and outer individuals are close to one another. In many applications with spatial data,
individuals who are close to one another in space tend to have similar outcomes. Especially when treatment
locations are chosen strategically, distance from treatment is likely to correlate with other characteristics
that affect outcomes. For instance, if treatments occur in city centers, inner ring individuals may be located
in inner cities while outer ring individuals, if the radius of the outer ring is too large, are located on the
outskirts of cities. Typically, researchers estimate the effect of the treatment at multiple distances, comparing
different inner ring individuals to the same outer ring individuals (for instance, distances d*"°** and d™°? in
Figure 1). Hence, in practice they need to assume that the potential outcome surface is flat on average (or,
with panel data, on parallel trends as discussed below) for the entire areas around the treatment locations up
to and including the outer rings.

The outer ring individuals are most plausibly unaffected by the treatment if the outer ring has large radius
so outer ring individuals are far away from treatment. If individuals on the outer ring were directly affected
by treatment, their observed outcomes would not generally be informative about the potential outcomes in
the absence of treatment for the inner ring individuals, even if these individuals are comparable in the absence
of treatment. The effects of many spatial treatments plausibly decay with distance to treatment. Assuming
that the treatment has no effect after a certain distance (cf. Assumption 4) then provides a reasonable
approximation and may be necessary for any inference on causal effects.

The conflict between an outer ring with smaller or larger radius is inherent in this empirical strategy and
cannot be alleviate through more flexible functional form or additional data. The choice of radius for the
outer ring needs to carefully balance the two conflicting assumptions.

Using panel data rather than cross-sectional data does not necessarily resolve this conflict: Panel data
allows potential outcomes of inner and outer ring individuals to be at different levels, but requires parallel
trends. Potential outcomes may or may not follow parallel trends in the post-treatment period, even if
trends appear parallel in pre-treatment periods.” Especially when treatment locations are chosen strategically,
the (approximate) timing of treatments may also be chosen strategically even if some other factors, such
as bureaucratic processes, also have some influence on the exact timing. When timing of treatment is
exogenous, empirical strategies exploiting it can complement the strategy based on exogenous variation in
treatment location proposed in this paper. In a difference-in-differences design, a control group based on
the counterfactual candidate treatment locations that are the focus of this paper may offer an attractive
alternative to outer ring control groups. In the earlier example, it would imply assuming parallel trends
of potential outcomes in inner of similar cities, some with treatment, some without, rather than assuming
parallel trends of potential outcomes of inner cities and outskirts of the cities with treatment. Which parallel

trends assumption is more credible depends on the particular application, but researchers should clearly

7Assessing if pre-trends are parallel at many different distances from treatment may be problematic by itself (for analysis
with a single treatment group, relevant for a single inner ring compared to a fixed outer ring, see for instance Manski and Pepper,
2018; Freyaldenhoven et al., 2019; Rambachan and Roth, 2019) and difficult to achieve visually in the familiar event study plots.
With multiple inner rings, event study plots become three-dimensional (time, distance from treatment, outcome) and include
plotting multiple planes if standard errors are to be included, where whichever plane is plotted “on top” in a two-dimensional
projection would presumable obscure the other two planes. See Diamond and McQuade (2019, Figures 3, 4, 5) for an example of
such a three-dimensional event study plot but without standard errors.
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articulate which individuals have potential outcomes following parallel trends and why such an assumption is
plausible. Exogenous variation in the locations of spatial treatments does not guarantee these parallel trends
of inner and outer rings.

Exogenous variation in the locations of spatial treatments, even if created by a true randomized experiment,
does not generally justify the assumptions of the inner vs. outer ring empirical strategies. In the earlier
example, no matter where treatment occurred, the outer ring strategy overestimates the control potential
outcomes of the inner ring individuals. Except for knife-edge cases involving a favorable combination of
outcome surface curvature and the distribution of individuals across space, the outer ring individuals are not
good control units for the inner ring individuals. The most plausible such edge case is one where the potential
outcome surface is flat. Yet a flat potential outcome surface cannot be guaranteed by experimental design; it
inherently depends on the setting and individuals and is outside an experimenter’s control. To justify the
comparison of inner and outer ring individuals, researchers should therefore argue that the outcome surface is
flat on average (or there are no systematic trends at any distance from treatment if using panel data), rather
than arguing that the location of the spatial treatments was exogenous. In such a case, researchers should
justify why in their settings the particular spatial treatment of interest may cause differences in outcomes
by distance from treatment, while all other features of geography, institutions, or types of individuals are
either distributed uniformly across space or have effects that do not affect outcomes at different distances
differently. Additionally, if one believes that the outcome surface is flat within some known area, there is no
rationale for relying on an outer ring. Researchers could use all individuals who are far enough away from
the treatment location to be unaffected by treatment but within the area where the outcome surface is flat.

The primary advantage of an outer ring control group under the ideal experiment is a reduction in
variance. If there are substantial differences between the larger neighborhoods of different treatment locations,
the variance of potential outcomes across treatment locations is large. Similar to standard randomized
experiments (cf. Imbens and Rubin, 2015), this marginal variance of potential outcomes also appears in the
variance of estimators of spatial treatments proposed in this paper. If individuals of an outer ring are in
the same larger neighborhoods as the inner ring individuals, and have similar levels of potential outcomes,
differencing outcomes of inner and outer ring individuals can reduce the variance that is due to “shocks” that
are shared within the larger neighborhoods. Importantly, however, the outer ring individuals still must not
be affected by the treatment themselves (otherwise one estimates an effect relative to the effect on the outer
ring), and only yield identification of causal effects under appropriate functional form assumptions.

If causal effects are identified because the locations of spatial treatments are plausibly exogenous, the
methods proposed in this paper allow researchers to align their empirical strategy with the source of
exogenous variation and to emulate the ideal experiment. The methods proposed here can be combined with
a differencing approach of inner and outer rings to reduce variance. The outer ring then plays a similar role to
a pre-treatment period in a difference in differences design with random treatment assignment: Identification
of causal effects is based on randomization, but the differencing with pre-treatment (outer ring) outcomes

can reduce variance.

3 SETUP: SPATIAL TREATMENTS

In this section, I propose an extension of the potential outcomes notation (cf. Neyman, 1923, 1990; Rubin,
1974; Imbens and Rubin, 2015) that treats the level of treatment assignment as conceptually distinct from

the level at which outcomes are measured. This distinction separates the intervention that is the cause of the
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Figure 2: Tllustration of the setup. While typically only relative locations matter, locations are often given by
their “GPS coordinates” as latitude and longitude. In the figure, the candidate treatment locations where
the treatment may occur are given by triangles. The small circles indicate the locations of individuals. The
researcher typically estimates the treatment effects, caused by treatment at one of the candidate locations
and experienced by the individuals, conditional on distance from treatment. When the (weighted) Euclidean
distance function is used, individuals within a narrow distance bin from a candidate location are located on a
ring, here displayed as an area shaded gray. If driving time is used instead to measure distance, individuals
at a given distance need not be located on a circular ring. The figure shows data from a single region. In the
baseline setting of this paper, the researcher has data from multiple such regions, with treatment realized
only in some of them. If treatment is realized at multiple (both) candidate locations (triangles) within the
same region, there is potential interference between them, complicating estimation and inference. In the
baseline setting, the probability of treatment at locations and in regions describes a two-stage process. In the
first stage, a number of regions are chosen randomly for treatment somewhere in the region. In the second
stage, a single candidate location in each chosen region is chosen randomly to receive treatment.

effect from the individuals for whom the effect is measured. It allows me to formally characterize estimands
of interest, and to derive estimators and their properties in the following sections.
With spatial treatments, potential outcomes of individuals are functions not of an individual-level binary

or continuous treatment, but of a set of candidate treatment locations.

TREATMENT LOCATIONS We are interested in the effects of spatial treatments. Let S denote the set of
candidate treatment locations, shown as triangles in Figure 2. The set of candidate treatment locations is
finite; in the example of Figure 2 just two locations in the region shown. This reflects an inherent scarcity
that is common to most applications: Only a small number of locations are ultimately realized, and most
locations are infeasible, unsuitable, implausible, or exceedingly unlikely for the treatment.

In spatial settings, the candidate locations are typically given by latitude and longitude or other (potentially
relative) coordinates, such that S C R2. Throughout this paper, the set S is finite, as virtually any practical

application will be based on some discretized, or rounded, locations. One can, however, take S as defining a
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finely spaced grid over R2. This is convenient to conceptualize situations where treatment could be realized
anywhere with some positive probability. The random variable £ C S denotes the set of realized treatment

locations.

INDIVIDUAL LOCATIONS AND POTENTIAL OUTCOMES We measure the outcome of interest for units indexed
by i. For the remainder of this paper, I will refer to these outcome units as individuals, but in some settings
i may be a business, census tract, or similar, typically small, unit with fixed geographic location. Denote
the set of all individuals by I. Individual ¢ has spatial location, or residence, r;, shown as small circles in
Figure 2. Throughout this paper, I assume that the locations of individuals are fixed; there is no migration.
In some applications, r; corresponds to, for instance, the workplace of individual ¢ rather than their residence.
The location of 4 is in the same space as the candidate treatment locations, such that typically r; € R? are

latitude and longitude. Define potential outcomes for each individual ¢ € T
Potential Outcomes: Yi(S) vScS

as the outcome for individual ¢ if treatment is realized in locations S C S. To simplify notation, and consistent
with standard potential outcomes notation, let the potential outcome of individual ¢ in the absence of any
realized treatment be Y;(0) = Y;(0).

TREATMENT EFFECTS The treatment effects of primary interest contrast some treatment vector S C S

with the absence of realized treatments, S’ = ). Specifically, I define the effect of S on an individual ¢ € T as
Treatment Effects: 7:(8) =Yi(S) - Y;(0) VSCS

Oftentimes, the treatment vector of interest, S, is a singleton, S = {s} for a single candidate location s € S.
With slight abuse of notation,® define

Treatment Effects: 7i(8)

Yi(s) —Y;(0) VseS.

I define meaningful average treatment effects in Section 4. These average treatment effects average across

both individuals 7 and treatment vectors S.

DiSTANCES Distances between treatment locations and individuals are central to defining interesting average
treatment effects in Section 4. For instance, the researcher may estimate the average effect of a treatment at
a distance of 1 mile. In Figure 2, the areas shaded gray highlight all locations approximately 1 mile away
from any candidate treatment location. The distance between treatment location s € S and individual 7 € T
is given by a distance function

Distance Function: d(s,rm;) >0

Importantly, the distance between two locations must be observable (to the researcher) and must not be

affected by treatment assignment, ruling out migration in response to the treatment.’

81n this paper, I consistently use lower-case letters for individual locations and upper-case letters for sets of locations. The
random variable £ of realized locations is always a set of locations. The random variable &; of realized locations in region j is a
particular location in the baseline setting of Section 4, and a set of locations in some of the extensions in Section 5.

9By fixing distances prior to treatment, one can estimate the “reduced form” effect of assigned distance to treatment even in
the presence of migration.
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The distance function is used for two purposes. First, to estimate heterogeneous average treatment
effects by distance from treatment. Second, to assume distances at which treatments have no effect to limit
interference and to thereby aid in estimation and inference.

When locations are given as Cartesian coordinates, we can use the Euclidean distance in RZ:

Euclidean Distance: d(s,r;) = \/(81 —1;1)% 4+ (s2 — 1i2)2

When locations are given by latitude and longitude, the Great Circle distance is more accurate than a
Euclidean distance with fixed weights on latitude and longitude.'®

For some applications in social sciences, driving distances are arguably more relevant. Suppose the spatial
treatment corresponds to an employer opening a new location. Then an individual’s access to the treatment,
and hence treatment effect, likely depends on driving time rather than straight line distance. However,
computing driving times between many locations may be computationally and financially expensive. When
using straight line distances instead, some interpretability, but not validity, is lost.

We can also study the effects of state-wide policies and other clustered assignments in this framework. In
this setting, each candidate treatment location s € S corresponds to one cluster, or state. The appropriate

distance function for this setting is

) 0 if s and r; are in the same cluster
Cluster Membership: d(s,r;) =

1 otherwise

In the simplest case of state-wide policies, we use this distance function to estimate the treatment effect at a
distance of 0. This corresponds to estimating the treatment effect of the policy by comparing individuals in
treated states to individuals in untreated states where the policy could also have been implemented. We can
generalize the cluster membership function to be smooth in distance to a treated state: For individuals in
treated states, this distance is 0. For individuals in untreated states, the distance is smallest if they are most
exposed to treated states. Exposure may measure, for instance, distance to the state border, shared media
markets, number or cost of flights between airports, or the relevance of the industries of treated state s to i’s

occupation.'t

REcIONS In many applications, it is convenient to group individuals and treatment locations into regions.
For instance, in a sample of data from different cities, individuals and treatment locations of each city may
form a separate region. When regions are not directly coded in the data, one can sometimes define regions
based on geographic proximity such that treatment locations only have effects within their own regions. That
is, no individual is close enough to candidate treatment locations from two or more distinct regions to be
affected by both of them. Figure 2 shows data from one such region. In the baseline setting of this paper, the
researcher has access to data from multiple such regions with at most one candidate location realized in each
region, but this requirement is relaxed in Section 5.1.

Throughout, I denote regions by subscripts j = 1,...,J. Let S; C S be the set of candidate treatment
locations within region j. The set of realized treatment locations within region j is £;. If treatment is realized

10For instance, moving 0.01 degrees west in New York City corresponds to a distance of about 0.52 miles. Moving 0.01 degrees
west in Miami corresponds to a distance of 0.62 miles. This occurs because the distance between degrees of longitude is largest
at the equator and converges to 0 at the poles, while the distance between degrees of latitude is (approximately) fixed.

1 The example of industries is the original inspiration for Bartik (1991), or shift-share, instruments. See Adao et al. (2019);
Goldsmith-Pinkham et al. (2020); Borusyak et al. (2022) for recent treatments in econometrics, and Section 5.2 for how the
framework of this paper relates.
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within region j, {; # 0, let W; = 1, and otherwise, {; = 0, let W; = 0. If W; = 1, I say that region j “is
treated” or “is a treated region.” Analogously, if W; = 0, I say that region j “is a control region.” Let I; C I
be the set of individuals ¢ with residence in region j. The region where individual ¢ resides is given by j(4),
such that 7 € L.

INTERFERENCE The notation in this paper can be seen as an extension of the notation of the literature on
interference (cf. Aronow and Samii, 2017). Consider first a setting with individual-level treatments. Let A; be
the treatment assigned to an individual ¢ = 1,...,n, and A € {0,1}"™ be the vector stacking all of the A;. In
the absence of interference, that is, under the stable unit treatment value assumption (cf. Imbens and Rubin,
2015), the observed outcome of individual ¢ is ¥; = Y;(A;). With interference, the outcome of individual ¢ may
depend not only on her own treatment assignment, but also on the treatment assignment of other individuals.
That is, the potential outcomes of i are functions of the entire vector A rather than only her own A;, and her
observed outcome is Y; = Y;(A). Notationally, spatial treatments generalize this setting by allowing A to
have a dimension other than n, the number of individuals. For the closest analogy, enumerate the candidate
treatment locations by k =1,2,..., K where K = |S] is the finite number of candidate treatment locations.
The random variable of realized treatment locations takes on values & € {0, 1}% such that &, = 1 whenever
the k-th candidate location is treated, and &, = 0 otherwise. The realized outcome for individual 7 is then
Y; = Yi(€), where £ is K rather than n dimensional.

Consider the example given in Figure 2. Some individuals are at a distance of 1 mile from both treatment
locations. If the treatment has an effect at that distance, the treatment states of both candidate locations
jointly determine the observed outcome. The two candidate locations can interfere because conditional on
the treatment state of just one of them, the outcome for some individuals still varies with the treatment
assignment of the other candidate location.

The literature on interference is typically interested in answering (at least) one of two questions. First,
what is the effect of changing i’s treatment status, holding the treatment status of i’s neighbors fixed? Second,
what is the effect of changing the treatment status of i’s neighbors, holding the treatment status of ¢ fixed?

With spatial treatments, neither of these questions is of primary interest. If i is 1 mile away from a
realized treatment location, then a neighbor of ¢, say i’, is also approximately 1 mile away from the same
realized treatment location. A counterfactual where 7 is 1 mile away from a realized treatment location, while
her neighbor i’ is not, is typically neither feasible nor relevant in practice. The treatment does not spill over
from ¢ to ¢, it affects both of them directly, such that decompositions into direct and indirect effects (cf.
Hudgens and Halloran, 2008) are not well defined.'?

Interference in the spatial treatment setting refers to multiple treatment locations affecting the same
individual, rather than the treatment or effect of one individual spilling over to another individual. Formally,
a treatment location s affects an individual 7 if for some set of treatment locations S C S, the outcome of i
changes when s is included or excluded: Y;(SU{s}) # Y;(S\ {s}). Two treatment locations s,s" € S interfere
with one another if there is an individual 7 affected by treatment at both locations, that is 3¢ € I, 5,5’ C S
with Y;(S U {s}) # Yi($\ {s}) and Y;($' U {s'}) # Yi(8'\ {'}).

In spatial treatment settings, it is often natural to assume that treatment locations that are far away

from an individual do not affect her. Formally, assume that whenever d(s,r;) > d™** for some sufficiently

121f some individuals are optionally excluded from accessing a treatment location, we can think of them as two distinct
locations s and s’ sharing the same geographic location. Suppose an individual i has access to location s but not to location
s’. Then 7;(s) is the effect of an accessible treatment at that geographic location. In contrast, 7;(s’) is the effect of a spatial
treatment at that geographic location to which ¢ does not have access but some neighbors of ¢ may have access. Loosely speaking,
7;(s") is then the spillover, or indirect, effect on .
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large distance d™**, Y;(SU{s}) = Y;(S\ {s}) for all S C S. Assumption 1 formally states that there is no

interference across regions.

Assumption 1 (No Interference Across Regions). Individuals in region j are unaffected by treatment

locations in regions j’ # j. That is, for i € I, and S C S,
Yi(S) =Y;(S")
whenever SNS; =5 NS§;.

Regions are sufficiently far apart that individuals in one region are unaffected by treatment locations in
another region. The results under the baseline setting of this paper, however, fundamentally rely on the
absence of interference between treatment locations that are far apart, not on separate regions. Section 5.1
discusses a setting where all data available to the researcher comes from a single large contiguous region.
In that setting, identification of the simple estimands of Section 4 requires additional assumptions, but the
estimators I propose in Section 5.1 retain some interpretability and inference procedures are valid even if
those assumptions are violated. The separate region framework, however, helps clarify key concepts by
simplifying estimators, and it is applicable to a large number of empirical studies. The assumption that
treatment locations only affect individuals within the same region is similar in spirit to assumptions that
interference or spillovers are limited to family members, classrooms, or other subgroups in settings with

individual-level treatments (e.g. Vazquez-Bare, 2017).

TREATMENT PROBABILITIES The assignment mechanism (Imbens and Rubin, 2015) determines the probabil-
ities with which treatment is realized at each of the candidate treatment locations. The marginal probability
that treatment is realized at a location s € S is given by Pr(s € &). In the main part of the paper, I
consider a two-stage assignment mechanism that imposes structure on Pr(s € £) as well as on the conditional
probabilities Pr(s € £|s’ € €) and Pr(s € £|s’ € £). In the first stage, either a fixed number of regions is
chosen to receive treatment, or assignment is through independent Bernoulli trials (coin flips). In the second
stage, a single location receives treatment in each treated region. I discuss methods for some observational
settings that deviate from this assignment mechanism in sections 5.1.

Suppose the randomization of treatments across regions takes the form of a completely randomized
experiment with a fixed number of treated regions. Assumption 2 formalizes this design together with an
assumption that each region is equally likely to be treated. Define m; = Pr(W; = 1) for j = 1,...,J to
be the probability that a region receives treatment. Note that the completely randomized design differs
from experiments that are paired or stratified at the region-level. Results for stratified experiments are
generally similar and can be obtained by substituting the appropriate covariances of treatment indicators in
the proofs. Estimating the variance of estimators under paired designs is often difficult (e.g. Bai et al., 2019,
for individual-level treatment assignment), but does not contribute conceptually to our understanding of the

spatial treatment setting.

Assumption 2 (Completely Randomized Experiment). Regions are chosen for treatment according to a
completely randomized design (e.g. Imbens and Rubin, 2015, ch. 4.4) where each region has equal marginal
probability of receiving treatment somewhere, 7 = 7; for all regions j. That is, all assignment vectors
W e {0,1}’ with >.;W; = Jiy = wJ are equally likely, and assignments with >, W; # mJ have zero
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probability:
-1

if S W=,
PI‘(W) = Jt 2]71 J t

0 otherwise

As an alternative to completely randomized designs with fixed probability of treatment, I also consider
designs where treatment is decided by independent coin flip for each region, potentially with different

probabilities. Assumption 3 below formalizes this assumption.

Assumption 3 (Bernoulli Trial). Regions are chosen for treatment according to a Bernoulli trial (e.g. Imbens
and Rubin, 2015, ch. 4.3) where region j has marginal probability 7; of receiving treatment somewhere and

assignment is independent across regions. That is, the probability of assignment W € {0,1}7 is

J
Pr(W) =[] " (@ —m) ="

j=1
such that the number of treated regions varies.

In the main part of the paper, I consider a setting with exactly one treated location in each treated region.
This restriction of the assignment mechanism rules out interference by design under the minimal assumption
that treatments have no effects across regions. For each candidate treatment location in a region, s € S;,
define the probability of treatment conditional on the region receiving treatment as g;(s) = Pr(s € {| W, = 1).
Then, by the definition of conditional probabilities, Pr(s € §) = Pr(s € £|W; = 1) Pr(W; = 1) = g,(s)7;.
The notational distinction between treatment of regions and treatment of particular locations within regions is
motivated by an asymmetry in which potential outcomes are observed: In control regions, the control potential
outcomes are observed for all individuals near each (counterfactual) candidate treatment location. In treated
regions, in contrast, only the treated potential outcomes corresponding to one particular treatment location
are observed for all individuals. This asymmetry is apparent in the estimators and variances throughout

section 4.

4 EXPERIMENTAL SETTING: ESTIMATION AND INFERENCE

In the ideal experiment, treatment is randomized between candidate locations in a way that rules out
interference by design. In this baseline setting, locations are grouped into separate regions, and some regions
are randomly chosen for treatment assignment, followed by randomization of the location of treatment among
candidate locations within each treated region, as outlined in Section 3. I show how to use this random

variation for identification, estimation, and inference of individual-level and aggregate treatment effects.

4.1 INDIVIDUAL-LEVEL EFFECTS

Individual-level effects express the average effects of treatment locations on individuals.

4.1.1 AVERAGE TREATMENT EFFECT ON THE TREATED

The most intuitive estimator of the average effect of a spatial treatment on nearby individuals takes the

simple average of individuals near realized treatment and subtracts from it the average outcome of properly
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chosen control individuals. In this section, I first show who the proper control individuals are under the
ideal experiment of random variation in treatment locations. Then I present properties of this estimator and
discuss its interpretation as the average treatment effect on the treated.

The average of individuals who are treated at a distance d + h from a treated location is

¥i(d) = !

Wiy I{|d(& ), i) — d| < h}Y;
et Wico LI, ) — dl < 1} Z ST

where W;(;y = 1 if and only if individual 7 is in a region j(¢) that is treated. The indicator function equals 1
if and only if the distance between individual ¢ and the realized treatment location in her region, &;), is
within the distance bin of distances between d — h and d + h. For instance, to estimate the average outcome
for individuals who are between 1 and 2 miles from treatment, calculate Y;(1.5) with h = 0.5.

The choice of control individuals to compare this average of treated individuals to is less obvious. Recent
empirical studies compare the treated to controls on an outer ring; that is, to individuals 7’ in treated regions
(Wj(@ry = 1) who are farther away from treatment. Effectively, this estimates the treatment effect at distance
d as Y;(d) — Y;(d') where d’ >> d. In analogy to individual-level randomized experiments, one might also
consider taking the simple average of individuals in control regions, » . (1 — W)Y/ > (1 — Wj(;y). While
either of these strategies is valid under further assumptions or in particular settings, below I argue in favor of
a different strategy that is justified by the experimental design.

One particular choice of (weighted) control average is, however, justified by the experimental design of

the ideal experiment considered in this paper:

1-W;
Yiel Tom i) 2oses,y, 9360 (8)1{1d (s, me) — d| < h}Y;

?C(d) = 1— W .
Dier ﬁ () Zsesj( , 9iti ) ($)1{d(s, ;) — d < h}

Most importantly, the estimator YC(d) only averages over individuals who are at approximately distance d
from a counterfactual candidate location s € S;(;). The remaining weighting is similar to inverse probability
weighting estimators of the average effect of the treatment on the treated (ATT) in settings with individual-level
treatments (cf. Imbens, 2004).

To see that this particular control average )_/'C(d) provides the appropriate counterfactual for the simple
average of the treated Y;(d), consider the expected value of the terms in the numerator of the latter. It is

straightforward to show that

E(Wj(i)l{\d(fj 1) —d| < h}Yi)
=7y Y i (s)1{[d(s, i) — d| < h}Yi(s)

SGSJ(Q

see Appendix A.1 for the details. The difference between the expression above and the terms of the estimator

Y,(d) is that the latter can only average over individuals in control regions, with W) = 0, requiring the
J( )
LF

additional inverse probability weight 5 in Y,(d). The estimator Y,(d) therefore aligns, in expectation,
the weights placed on each control potentlal outcome Y;(0) with those placed on the corresponding treated
potential outcome Y;(s) by Y;(d).

Consequently, the estimator

7(d) = Yi(d) — Ye(d) (1)

18



estimates a weighted average of the differences Y;(s) — Y;(0), which are the individual-level treatment effects
7i(s) defined in Section 3 above. The particular inverse probability weights make 7(d) an estimate of the
average treatment effect on the treated at a distance of d & h. Theorem 1 states approximate finite sample

properties of this estimator.

Theorem 1. Under Assumptions 1 (no interference across regions) and 2 (completely randomized design with
equal treatment probabilities across regions), the estimator 7(d) has an approximate finite sample distribution

over the assignment distribution with

(i) unbiasedness for the ATT:

J
Zj:l Zsesj mg;(s) 2. |d(s,r;)—d|<h 7i(s)
J
Zj:l Zsesj 7g;(s) >, |d(s,r:)—d|<h 1

E(7(d)) ~

(i) variance:

R _ J—1 "}tlocation(d) f/cregion(d) 1 Vtregion(d) “;chgegion(d)
var(T(d)) N 7 + T + 5 7 _ 5
where ( )2
- . Zj:l ZSGS gj(s) Ez |d(s r-)7d|<h(Y:i<s) - Mt<d))
location — J T <
e = RGP )
J ' : 2
V'region d) = Zj:l (ZSESJ‘ 9j (S) El Id(s,ri)fdlgh(}/l(o) - /J/c(d)))
) = a(d)2(J - 1)
S (S, 6 (Yis) — pald)))
"'/region(d) _ J=1 SES; 93 i |d(s,m;)—d|<h\T% 1243
t - n(d)?(J 1)
Crregion _ Zj:l (ZSES;' gj(s) Zz |d(s,ri)—d|<h (Yl(’s) - Yl(o) - (.u“t(d) - ﬂﬂ(d))))Q
= A(d)>(J 1)
J
Ad) = 53757 () S Wld(s, i) — dl < 1)

j=1 SESj iE]Ij

and pi(d) and pe(d) are the average treated and control potential outcomes with the same weights as the ATT
estimand given in (i). Jp = Z;‘le W; and J. = J — J; are the numbers of treated and control regions, which
are fixed under Assumption 2.

Proof: The theorem is a special case of Theorem 3 below with weights
w;(s) = m;g;(s)L{|d(s,r;) — d| < h}.

Remark 1. The approximation in Theorem 1 arises because the denominators of the estimator 7(d) are
stochastic.'® The proof proceeds by deriving the finite sample properties of an infeasible demeaned estimator
7(d) with non-stochastic denominators that satisfies 7(d) — 7(d) = o(J~'/2), where .J is the number of regions;

details are given in the appendix. Even with relatively few regions, the approximation is likely to perform well

13An alternative approach is to normalize the weights in expectation rather than in the sample to derive exact results (Aronow
et al., 2020). But such estimators are less attractive and rarely used in practice in the well-studied setting of individual-level
treatment assignment (Imbens, 2004; Busso et al., 2014).
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in practice. Similar issues arise with individual-level treatments if treatment is decided by successive coin flips,
rather than by fixing the number of treated. In spatial treatment settings, however, it is rarely feasible to
hold the number of individuals near treatment fixed when randomizing the assignment of treatment locations.
When all candidate locations have equal numbers of individuals in the distance bin, the approximations in

the theorem above hold with equality.

Remark 2. The expected value given by Theorem 1 is also relevant for other estimators using fﬁ(d) as the
mean of the treated but relying on a different control comparison group and auxiliary assumptions to justify
the comparison. When researchers argue that randomization in the spatial locations for treatments allows
them to estimate the treatment effect using Y;(d) (or close analogs), they therefore implicitly estimate the
average treatment effect on the treated. I believe there is value in making the estimation target explicit: As
I argue in Section 4.1.2 below, the ATT as defined above does not necessarily allow the most meaningful
comparisons of the effects at different distances. The estimation of the average treatment effect on the treated
appears in the weights 7g;(s) in the estimand, as well as the factors g;(s) in the variances. Since the region
treatment probabilities 7; are constant under the assumptions of Theorem 1, they appear only through the

number of treated and control regions, J; and J..

Remark 3. The control average Y,(d) used by the proposed estimator 7(d) simplifies to the simple average
over all individuals in control regions, >, (1 — W;;))Yi/ >, (1 — Wj(;y) if each individual is equally likely to
be distance d from realized treatment. This typically requires that treatment can be realized at any location
within a region with equal probability (g;(s) is constant within j), and the probability that a region is selected
for treatment (7;) must be proportional to its area. Then the unconditional treatment probability 7;g;(s) is
constant for all locations s, not just for a small, finite, set of candidate locations. Figure 3 illustrates and
contrasts this with the more common setting where only a small number of candidate locations have positive

probability of receiving treatment.

Remark 4. The variance given in the theorem is the design-based variance (Abadie et al., 2020) of the
estimator. It expresses the variation in the estimate arising from assigning treatment randomly to one
candidate location in a fixed number of randomly chosen regions. The individuals whose outcomes are
measured are held fixed across these repeated samples; the only difference between samples lies in which
potential outcome is observed for each individual. The thought experiment behind the variance above is
therefore similar to performing a permutation, or placebo, test. Aronow et al. (2020) also suggest permutation

tests as an alternative basis for inference in the spatial treatment setting.

Remark 5. In the variance, the terms Vjoction(q) yresion(q) 7 °8%(J) can loosely be interpreted as
variances of potential outcomes across locations or regions, and V8" (d) can be interpreted as the variance
of treatment effects across regions. n(d) is the average, across regions, expected number of treated individuals
conditional on treatment somewhere in the region. If there is only one candidate treatment location per region,
VIeion () = Ylocation(() "and combining these two terms cancels the factors involving J. The remaining
three terms then resemble two marginal variances of potential outcomes and the variance of the treatment

effect, as in the formula for the design-based variance in individual-level randomized experiments (cf. Imbens
and Rubin, 2015, ch. 6).

Remark 6. When a region is treated, the researcher only observes the potential outcomes corresponding
to treatment at one of the candidate locations in the region. In contrast, when a region is in the control
group, the researcher can average over control potential outcomes for all candidate locations in the region.

This distinction affects the variance of the estimator: In general, averaging within region across candidate
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Figure 3: The figures show regions with individuals (small circles) and candidate treatment locations
(triangles), highlighting areas that are distance 1 away from a candidate treatment location in gray. Suppose
each candidate treatment location is equally likely to be realized. In panel a, all individuals who are distance
1 away from a candidate treatment location receive equal weight in the estimand 7477 (d). In estimation, if
the region is in the control group, we take the simple average of outcomes of the highlighted individuals. In
panel b, some individuals are distance 1 away from both candidate treatment locations, so these individuals
receive greater weight in the estimand TATT(d). In estimation, if the region is in the control group, we
take the average of outcomes of the highlighted individuals, but individuals who are located in both gray
rings receive twice the weight. In panel ¢, candidate treatment locations are everywhere (for illustration,
only candidate treatment locations along a grid are displayed). If we assume that candidate treatment
locations extend past the boundaries of the region, then all individuals in the region receive equal weight in
the estimand 7477 (d). In estimation, if the region is in the control group, we take the simple average of
outcomes of all individuals.

locations decreases the variance. Formally, V;°#°"(d) < V}ecation () by Jensen’s inequality. That the variance
formula places most weight on V%" (¢) rather than on V;*®'"(d) is the price to pay for only observing
potential outcomes corresponding to a single candidate location in each treated region. However, if most
of the variance in treated potential outcomes is across regions rather than within, V;/®8"" (d) ~ V}ecation (),
Intuitively, if (individuals near) all candidate locations within a region are similar, little information is lost by

only observing outcomes for one candidate location under treatment.

ESTIMATION OF VARIANCE The variance in Theorem 1 depends on four variances: Vjecation(q) yregion(q)
VIeson () and V8" (d). The first two variances are straightforward to estimate, as given below. The
third variance, V;°¥°"(d) cannot be estimated directly, but is bounded by Vj°<ation(q). Alternatively, it can

be approximated as discussed below. The fourth variance, the variance of treatment effects V' 8°"(d), is
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generally not identified,'* but since it appears negatively in the overall variance, it can be dropped resulting
in a conservative estimator of the variance (cf. Imbens and Rubin, 2015, ch. 6).
A natural estimator of Vjoe@ton(d) is

s S, WiL{E = 83 (S oy agen (Vi — ¥e(d)))

v;/location (d) = ; 5
(Je = 1) (J% D=1 Doses, (W;1{g; = s} (3., |d(s,7:)—d|<h 1)))

which takes the average squared difference from the mean over those individuals who are treated at distance
d. Note that while one can calculate n(d) exactly, it is likely preferable in practice to use the average number
of individuals near treated locations in the sample, which more accurately reflects the averaging in the
numerator.

Similarly, a natural estimator of V**81°"(d) is

S (W) (S, 050 S oy an (i — Yeld))

f/cregion(d) = ; 5.
(e = D(F I (1= Wi) Laes, 956) i aer-ai<n 1))

Using V}ocaton () as a conservative estimator of V,;°#°"(d), the conservative estimator for the variance of
the estimator 7(d) is
‘/tlocation (d) N Vcregion (d)
Jy Je

@Conservative (7A— (d) )

If there is reason to believe that there is substantial variance within regions (rather than across regions), it
may be preferable to approximate V;*#°"(d) directly rather than estimate it conservatively with Vjocation (),

Specifically, consider forming the estimator

S W) s, 95 (S oy -apen i~ Feld)))
(JC - 1) (Jic Zj:l(l - WJ) ZSESJ' gJ(S)(Zz ld(s,r;)—d|<h 1))2

‘7clocation (d) =

which is analogous to f/tlocation(d) but for control, rather than treated, regions. Under some assumptions, for

instance constant additive or constant multiplicative treatment effects,

"‘/tregion(d) B ‘"/"Cregion(d)
f/tlocation (d) - ‘N/clocation (d)

where V100 () is the appropriate population analogue, such that a plausible estimator for V;"*#*"(d) is

. . . ) Vregion d
V;reglon (d) _ thocatlon(d) _ c : ( )
‘/Clocatlon (d)

This estimator uses that the ratio of within-region and across-region variances of treated and control

potential outcomes are approximately similar in most settings where the effect of the treatment (and its

MFor the variance of treatment effects to be zero (constant treatment effects), the distributions of treated and control must be
identical up to a location shift. More generally, the covariance of treated and control potential outcomes is partially identified
from the marginal variances. Heckman et al. (1997) use the Fréchet-Hoeffding inequality to form bounds on the variance of
treatment effects. Aronow et al. (2014) use the same bounds to improve the Neyman (1923, 1990, cf. Imbens and Rubin (2015))
variance estimator.
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heterogeneity) is small relative to other variance in outcomes. When the equality of ratios is not exact,
deviations can lead to an either conservative or anti-conservative estimate of V;*#'"(d). In practice, even if

the estimator V,"*®"°"(d) is not conservative, the variance estimator

J—1 ‘};location(d) . ‘A/::region(d) l v;region(d)
J Ji J. J

Valapprox (7(d))

likely is still conservative for var(7(d)) by omission of the variance of treatment effects term.
Comparison of the conservative variance estimate, Varconservative(7(d)), and the variance estimate using
the approximation, varapprox(7(d)), can serve as a plausible benchmark for the benefits any refinements of
region

estimators of V; (d) can plausibly yield. In practice, since V;"*¥"(d) receives weight + relative to the

other variances, the difference is likely to be small.

4.1.2 WEIGHTING CONSIDERATIONS FOR THE ATT

The estimand 7(d) is not generally the most informative when the researcher is interested in how the
effect of the treatment changes with distance from treatment. As an alternative, I propose the estimand
7ATT=ed(d) with a more attractive interpretation when comparing effects at different distances.!® The
estimand 7477 =¢4(d) can additionally be interpreted as the expected average effect at distance d of a new
treatment location.

Figure 4 illustrates the problem of interpreting the difference between the estimands 7(d) and 7(d’) as
the pattern of treatment effects across distances from treatment. Suppose the researcher is interested in
comparing the average treatment effect at a short distance d = dshort and long distance d’ = diong. Suppose
further that there are two types of candidate treatment locations, each type equally likely to be realized.
The first type of candidate treatment locations has many individuals located at the short distance and few
individuals at the long distance. These first candidate locations all have relatively small treatment effect at
both distances, but decreasing in distance from treatment. The second type of candidate treatment locations
has few individuals located at the short distance, and many individuals at the long distance. These second
candidate locations all have relatively large treatment effect at both distances, but also decreasing in distance
from treatment.

In the example in Figure 4, the estimand 7(d) is increasing in distance d even though the treatment effect
of any single treatment location is decreasing in distance from treatment. The estimand 7(dshort) places most
weight on the first type of candidate locations because most individuals at the short distance from treatment
are near this type of location. In contrast, the estimand 7(diong) places most weight on the second type of
candidate locations. Hence, 7(diong) > T(dshort). This inequality states that the average treatment effect at a
long distance for the average individual at the long distance from a candidate treatment location is larger
than the average effect at a short distance for the average individual at the short distance from candidate
treatment locations. It does not imply that the average effect of any single treatment location is increasing in
distance from treatment. Instead, the average individual at a long distance may simply be both a different
type of individual (in terms of observables and unobservables) and also be exposed to a different treatment
location on average.

An alternative estimand, 7477 ~¢4(d) defined below and also shown in Figure 4, avoids such issues in

interpretation by placing the same aggregate weight on each candidate treatment location irrespective of the

15 Aronow et al. (2020) focus on the estimator 74TT—¢4(d), but do not discuss its interpretation and differences from alternative
estimators in detail.

23



o
- ©
|3} . 3
L Estimand 2
""f AT E Region
S TATTfeq(d) “_6 Region 1
% Region 1 ATE(d) 5 Region 2
[ Region 2 ATE(d) g
= £
=]
z
N N
Distance from Treatment - Distance from Treatment -
(a) Estimands (b) Individuals per distance in each region

Figure 4: The estimands 7(d) and 7477~¢?(d) can be substantially different. Panel a shows the decay of
average treatment effects over distance for two regions with solid lines. The dashed line shows the estimand
7(d), which weights by the relative number of individuals at distance d, as given in panel b. The dot-dashed
line shows the estimand 7477~¢4(d), which weights the regions equally if both receive treatment with equal
probability. Existing empirical methods implicitly target 7(d).

distance d. The estimand 7477 ~¢4(d) first separately averages the potential outcomes of nearby individuals
for each candidate treatment location. These averages are then averaged again, with weights proportional
only to the probability of treatment at the location. In contrast, the estimand 7(d) uses weights proportional

to the product of the treatment probability and the number of individuals near the treatment location.

Formally,
1 Yes, Tigi (97 (s, )
TATT—eq(d): J:1J ses; 395 ,
Zj:l ZSESJ- ngj(s) (3)
N o (s
7(s,d) = 2 i d(s.r)—d<h Ti(5)

D s ld(s,r)—di<h 1

where 7(s,d) is the average effect of a given candidate location s on individuals at distance d + h from it.
These average effects are then averaged with weights 7;¢;(s), which do not depend on distance from treatment.
Hence, the weight placed on the average effect of a given location s does not depend on the distance from
treatment. To also non-parametrically control for observable differences in pre-treatment variables X;, one
can estimate 7477 ~¢4(d) separately using only individuals with covariate values falling into groups defined
by X;. The comparison of 7477=¢4(d) and 7477~4(d’) then compares individuals with the same average
exposure to the candidate locations and similar individual (observable) characteristics.

Holding the aggregate weight per treatment location constant across distance from treatment is attractive
when the treatment effects are expected to be heterogeneous by region or location. Such heterogeneity
is particularly plausible in many spatial treatment settings: Oftentimes, the exact implementation of the
treatment differs substantially from location to location. For instance, the million dollar plants in the study
of Greenstone and Moretti (2003) are each operated by distinct companies which may differ in their labor
demand and wage setting. Hence, heterogeneous treatment effects arise not only due to differences between
individuals, but also due to differences in the implementation of the treatments. Since spatial treatments are
often larger, rarer, and more complex, their implementation tends to vary more than, say, the administration
of a drug in medical trials to different patients, or the content of a job training program across training sites
or cohorts.

Additionally, the estimand 7477~¢9(d) has an attractive interpretation as the expected effect at distance

d of a new treatment location. Consider the following hierarchical model. First, when treatment is realized
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at location s, its average effect at distance d is drawn as 7(d) ~ F;. Second, the individual-level effect of

location s on individual 7 is given by

7i(s) = 75(d) + €i(s)

where €;(s) is a mean zero individual-specific component. Then, as the width of the distance bin, 2h, goes to
0, the estimand 7477 ~¢4(d) approaches the mean of the distribution F;. Hence, one can interpret 7477 —¢4(q)
as the expected average individual-level treatment effect of a new treatment location drawn in the same way
as existing realized treatment locations.

I propose the following estimator to estimate 7477 —¢(d):

7A_ATT—eq(d) _ )_/;ATTfeq(d) _ YCATT_eq(d)

Z;‘]:1 Wj Zz |d(s,m;)—d|<h Yi

1
i |d(s,r;)—d|<h

J
Zj:l W;
) Y;
25:1(1 - Wj) Zsesj F{zjw(:) Z“ T

(1= W) e,

S_/;ATTfeq(d) _

i |d(s,r;)—d|<h 1

795 (8)
lfﬂ'j

zATTfeq(d) _

Theorem 2 gives the exact properties of the finite sample distribution of 7477 ~¢4(d).

Theorem 2. Under assumptions 1 (no interference across regions) and 2 (completely randomized design,),

the estimator #4TT=¢4(d) has an approzimate finite sample distribution over the assignment distribution with
(i) unbiasedness: E(+ATT=¢4(d)) = 7ATT—ed(q)

(i) variance:

J—1 f}tATT—eq,location(d) f/CATTfeq’region(d)

~ATT —eq _
var (7’ (d)) 7 7, + 7.
1 VtATT—eq,region(d) V?TT—eq,region(d)
J Jy - J

where

/ El 5,7 )— L(Yi(S)—,u,:‘TT—CQ(d)) 2
> im1 Zsesj gj(s)( ld(s,rp) —d|<H )

1
i |d(s,ry)—d|<h

V;ATTfeq,location(d) _

il

J—1
> ld(w,d‘Sh(mm—uf”*w»)2

it |d(s,r)—d|<h 1

1 (ZseSj g;j (s)

f/ATTfeq,region (d) —
c =

s

J—-1
Zi: |d(s,7‘i)*d\Sh(}/i(s)il“’fTTieq(d)) ) 2

1
i |d(s,r;)—d|<h

1 (ZseSj gj (s)

VATTfeq,region(d) —
t

il

VATT—eq,Tegion(d) —

J -1
Y tersy—ayen V(=Y (0 =rATT=<0(a) ) )2

it |d(s,r;)—d|<h 1

H(Zaes, 93(9)

ct

and ufTT*eq(d) and p2TT=1(d) are the average treated and control potential outcomes with the same

C

J—-1
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weights as the ATT-eq estimand given in Equation 3; specifically potential outcome Y;(s) receives weight

Uld(s,ri) — d| < b}

wi(87d) :ngj(s) Z'/ q ) d‘<h]-

Jy = ijl W and J. = J — Jy are the numbers of treated and control regions, which are fized under

Assumption 2.
Proof: The theorem is a special case of Theorem 3 below with weight as specified in (ii).

Remark 7. The estimator here is exactly unbiased because under a completely randomized design, the sum
of weights is constant (and equal to the number of treated regions) across assignment realizations. This is
different from Theorem 1 above, where the number of treated individuals varies. Here, treated individuals are
averaged by candidate treatment location, and the number of treated locations is constant across assignment

realizations by Assumption 2.

Remark 8. It is straightforward to estimate the variance in Theorem 2. Specifically, I propose

Y1 Y, Wil{s = s}(z‘ \d(s,mfd\Shm(s)iu?ﬂieqm)))2
J= SED;

V—tATTfeq,location(d) = it |d(s,ry)—d|<h 1
Jy—1
N, ATT—eq
Z’i: \d(s,w)*d\ﬁh(n(o) He (d))>2

1
i |d(s,r;)—d|<h

S 0= W) (Saes, 9:(5)

VATT—eq,region d) =
(& ( ) Jc _ 1
as well as bounding V;AT7—e0region q) by pATT—ealocation gy by Jensen’s inequality) and dropping the
variance of treatment effects term. The estimator of the variance is then
‘A/'tATT*EQJOC&tiOH(d) VATTfeq,location (d)
C

var(#4TT e (d)) = 7 + ;
t c

(7 ATT—eq,region(d)

An alternative variance estimator that approximates rather than bounds V; is also possible

along the lines of the discussion of the previous section.

While Theorem 2 gives moments of the exact finite-sample distribution of 7477~¢(d) at a given distance
d, researchers sometimes wish to compare the estimated effects at different distances d and d’. Lemma 1
provides the variance of #7477 —¢4(d) — #ATT=eq(4"). Alternative comparisons of effects at different distances

can also be based on part (iii) of Theorem 3 below.

Corollary 1. Suppose there is at least one individual at distance d and at least one individual at distance d’'
for every candidate treatment location. Then, under assumptions 1 (no interference across regions) and 2
(completely randomized design), the difference A+ATT=¢a(d, d') = #+ATT=ed4(d) — #+ATT=4(d") has exact finite

sample variance across the assignment distribution

J—1 v;ﬁlocation(d7 d/) . VTegion(d7 d/)

var (A7A_ATTfeq(d7 d/)) — 5 , diff 5 c,dijj‘J
t c
L1 Vigg dd) Vi (dd)
J Jt J
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where

ATT—e ATT —e /
Zi: Id(s,ri)*d\Sh(}/i(S)iut *(d)) . Zz \d(s,Ti)*d'lﬁh(Yvi(S)iut “ )))2

i: |d(s,r;)—d|<h 1 Zi: |d(s,r;)—d'|<h 1
J—-1
) ATT—eq 0y ATT—eq s
ZJ Z ( )(Zl |d(SvTi)*d\§h(le(O) e (@) _ 21 \d(sv”)*dqgh(n(O) e “ ))) i
~ j=1\2uses; 9ilS

S Caes, 950)

Vi d, )

1 1
region N it |d(s,r)—d|<h i |d(s,r;)—d!|<h
Ve (d, d') = —

ATT—c ATT-e
Zi: |d(s,ri)—d\§h(yi(s)_ut *(d)) . 21 \d(s,ri)—d/\gh(yi(s)_“t ‘() )2

3 Zj:l (ZseSj 95(s)(

1
Vregion(d’ d,) = it |d(s,r;)—d|<h it |d(s,r;)—d’|<h

t, diff J—1

X J S (y(s) —Y;(0) — TATTfeq(d))
(rregion _ i |d(s,r;)—d|<h\"? 2
Vol (dyd') = 71 E ( E g;(s)( ldCe,r)—di .
j=1 s€S; Zz |d(s,ri)—d|<h

B i tdtsrs)—arj<n (Yi(s) = Yi(0) = 7ATT=ca(d’)) )>2
Zi: |d(s,ri)—d'|<h 1

Proof: For each candidate treatment location s, define an “individual” i(s) with outcome

Zi: |d(s,r;r)—d|<h Y Zz |d(s,r;)—d'|<h Y;
Yie) = - :

‘ i |d(s,r;)—d|<h 1 Zz |[d(s,ry)—d'|<h 1
Then A+ATT=ea(d, d') is the ATT with equally weighted regions of individuals i(s) instead of i; that is, for

I; = {i(s) | s €S;}. Hence Theorem 2 can be applied to obtain the variance.

Remark 9. Applying Theorem 2 with a redefined set of individuals is possible because the estimator #7477 —¢4(q)

ensures that the aggregate weight on a location is constant across distances. This allows differencing distances
within candidate locations before averaging. For other estimators, the weight normalization differs by distance,

such that the difference of averages does not generally equal the average difference.

Remark 10. The condition that for each candidate treatment location and either distance there is at least
one individual is required both for the validity of the variance expression and for the interpretation of the
difference in effects. Without the condition, the weight normalization differs between distances, such that the
difference of averages does not equal the average of the difference. The condition also facilitates interpretation.
Suppose the average effect at distance d averages over a treatment location s that is not averaged over at
distance d’. Then a difference in estimates could either be due to an actual difference in effects at the two
distances, or due to effect heterogeneity, with the inclusion or omission of treatment location s affecting the
average effect. I therefore recommend restricting attention to those candidate locations that have at least one

individual at both distances.

4.1.3 GENERAL WEIGHTED AVERAGE TREATMENT EFFECTS

More generally, the same ideas allow estimation of any weighted average of individual-level treatment effects
that places non-zero weights only on the effects of candidate treatment locations with positive probability of

realization. Write these estimands of individual-level average effects of the spatial treatment on individuals at
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a distance d from treatment as:

1
ruld) = 25 2ases; 2uiel, Wils, d) Z Z Zwi(s’ als) ®

j seS;iely

where 7;(s) is the effect of treatment at location s on individual %, and w; (s, d) are weights specified by the
researcher. The estimand here therefore can be any weighted average of the effect of single treatments on
individuals with weights w as specified by the researcher. For the average effect of the treatment at distance
d, weights w; (s, d) are non-zero only when location s and individual 7 are (approximately) distance d apart.
While I define the ATT estimands 7(d) and 7477 ~¢4(d) for distance bins d 4 h above by using the rectangular,
or uniform, kernel function 1{|d(s,r;) — d| < h}, the weights w;(s, d) can generally use any kernel function
k(W) in place of distance bins to estimate the effects at distance d.

The average effect of the treatment on the treated estimands in Equations 2 and 3 are special cases of the

estimand in Equation 5. For the estimand corresponding to 7(d), choose weights
w;i(s,d) = 5950 (s)1{|d(s,r; —d| < h}.

For the estimand corresponding to #477~¢4(d), choose weights

]]'{|d(57’ri — d| < h’}
Vid(sry —d <h}'

w;(s,d) = Wj(i)gj(i)(s)zl
V€L
I propose an inverse probability weighting estimator (cf. Imbens, 2004) to estimate the weighted average
treatment effect in Equation 5 above. In short, the estimator is the difference between weighted average
outcomes of individuals near realized treatment locations and weighted average outcomes of individuals
in regions without treatments. The weights here need to account for two aspects: First, the researcher
specifies the desired weights w; (s, d) in the estimand. Second, individuals near locations with high treatment
probability are relatively more likely, across samples of repeated treatment assignment, to appear in the
sum of “treated” individuals than in the sum of “control” individuals due to the experimental design. The
estimator cancels out the probability weighting induced by averaging over individuals (not) near realized
treatment for the treated (control) average.

The proposed estimator for the weighted average treatment effect in 5 is

- Zz ZseSj(i) Lg(s)wi(& d)Y; 21 ZSGSJ-(” ngi (‘97 d)Y;,

Tw(d) = - .
Ei ZSGSJ(“ Lﬁ(s)wi(& d) Zz ZSGSJ-(“ LiWi (8’ d)
L(s) = Wiw&i0) = 5} (6)
()95 i) (5)
o= L= Wi
SR R P10

The weights w;(s,d) are fixed and specified by the researcher. The weights ¢f(s) and ¢, in contrast, are

stochastic due to their dependence on the treatment assignment random variables W and £. Specifically,

t
2

of this event. Similarly, ¢{ = 0 unless there is no treatment in the region of individual 4, in which case it is

(s) = 0 unless treatment is realized at location s, in which case it is equal to the inverse of the probability

equal to the inverse of the probability of no treatment in the region. Consequently, the stochastic weights

are equal to 1 in expectation. The estimator divides each term by the sum of realized weights, ¢£(s)w; (s, d)
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and tfw; (s, d), such that it is the difference between a convex combination of treated outcomes and a convex
combination of control outcomes as long as the weights w are non-negative.
For stating the approximate finite sample distribution of the estimator 7, (d) in Theorem 3 below, it is

helpful to define some variances and (effective) sample sizes:

S S, mi (Sea, w5 (Vi) — s (@)

Vq}}ogation(d) = - -
| A Ses, ma
e T T (S, S, wils, 0) (@)
Vasion (d) = iy
J j=1 1—-m;
7 2
i S (Daes, S, wils Y (Yil5)  pra()))
E(d) = —
2
wi(s,d 0 w,t(d) = e (d
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which closely resemble variances of marginal potential outcomes aggregated at the candidate location or

region level, and a treatment effect variance. The effective sample sizes are
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such that N, (d) is the total weighted number of individuals near any candidate location, and 7., (d) is
the average number of individuals near candidate locations per region. The expected effective number of
individuals near treated and control candidate locations (7, +(d) and 7, .(d)) accounts for the non-linear
effects of heterogeneous treatment probabilities and numbers of individuals per candidate location. In
standard experiments, designs where some individuals are treated with high probability and others with
low probability typically have larger variance than designs with a constant treatment probability (and the
same average number of treated). The effective sample sizes here translate this loss in precision into the

variance-equivalent loss in sample size.

Theorem 3. Under Assumption 1 (no interference across regions) and either Assumption 2 (completely
randomized design) or Assumption 3 (Bernoulli trials), the estimator 7,,(d) has an approzimate finite sample

distribution over the assignment distribution with

(i) unbiasedness: E(7,(d)) & T, (d)
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(i) variance:
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where C is an indicator for a completely randomized (rather than Bernoulli) design

1 wunder Assumption 2

0 wunder Assumption 3

and variances V and sample sizes i, n, and N are defined as above the theorem.
(iii) covariance:

f/"loca/tion(d d/)
~w d 7~w’ dl = wyw',t ’
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with V1ecation(d qy, VU (d d'y, VIO (d, d'), VI (d, ), and VY™ (d,d) defined analogously

w,w’,t w,w’ ¢ w,w’t w,w’t w,w’,ct

+ (1 +

+

,(1

to the variances, with products of different distances (and weights) instead of squares of single distances;

see Appendix A.2.7 for explicit definitions.
Proof: See Appendiz A.2.

Remark 11. In a completely randomized design (C = 1, Assumption 2) with only one candidate location
per region and only one individual at distance d from each candidate location, the variance simplifies to the
well-known variance of the difference in means for randomized experiments (cf. Imbens and Rubin, 2015, ch. 6).
Specifically, ‘N/;}ffation(d) and ‘Zii%io“(d) are the marginal variances of the treated and control, respectively;
V8" (d) is the variance of treatment effects; V8" (d) = V1°¢2t°%(d) and combines with the first term.
The factors (14 +55) cancel corresponding terms in for instance i, ¢(d), such that (1+ %)m exactly
yields the inverse of the number of treated observations.

Remark 12. Compared to the variances of Theorems 1 and 2, the formula for the variance in Theorem 3
appears more involved in part because Assumption 3 (Bernoulli trials) allows the region treatment probability
m; to vary across regions. Similar to Theorems 1 and 2, a conservative estimator of the variance in Theorem 3

(rregion
Vw,ct

aggregate treated potential outcomes, Vlfftgion(d). See Appendix A.2.6 for details on the variance estimator.

is possible that drops the variance of treatment effects term (d) and bounds the variance of region-

Remark 13. The approximate finite sample variance is smaller under Bernoulli trials than under a completely
randomized design (most easily seen in equation A.4 in the Appendix). This is an artifact of the approximation,
which does not penalize the variance as heavily when for instance few treated regions are available under an

imbalanced assignment. In practice, the difference between both designs is likely negligible due to the factor

30



J —1 in the denominator of each C, such that v/.J % — 0 and there is no difference between the two designs

under standard asymptotics in the number of regions.

Remark 14. In the covariance (part (iii) of Theorem 3) above, the covariance of treatment effects at distance d
and d’ appears negatively. In contrast to the case of the variance, dropping this term does not unambiguously
lead to a conservative estimate of the covariance. However, in a number of special cases of interest, the
covariance can be combined with variances of treatment effects into the variance of a sum (or difference) of
treatment effects; see Corollary 1 and Theorem 4 for examples. In other cases, the covariance can be bounded
on either side by + the square root of the product of the variances. Alternatively, in many social science
applications, it may be reasonable to assume that if the (aggregated) effects of the treatment are large at
one distance from treatment in a given region, then (aggregated) effects are also large at another distance
from treatment in the same region. In other words, the covariance of treatment effects at different distances
may often be positive, such that dropping the inestimable term yields a conservative estimator under this

additional assumption.

4.2 AGGREGATE EFFECTS

The aggregate effect of a single treatment on all affected individuals is of importance for cost-benefit and
welfare analyses. In this section, I propose estimators of aggregate effects that build on the estimators of
individual-level effects of the previous section.

In experiments with spatial treatments, there are two units of observation: outcome individuals and
spatial treatments. The individual-level treatment effects of the previous section are average effects per
outcome individual. The aggregate treatment effects of this section are average effects per spatial treatment.

Suppose the researcher is interested in the aggregate effect that a single treatment location has on all

affected individuals. Define the estimand

J
7999 = 1 Z Z w;(s Z (s) (7)

Z] 12565 w] j:1 s€S; 1€l

where, as before, 7;(s) = Y;(s) — Y;(0) is the effect of treatment location s on individual i. The aggregate
treatment effect sums the 7;(s) across individuals ¢ and averages them across candidate treatment locations s,
with weights w;(s).

In this section, I focus on the average aggregate treatment effect on the treated, 74477

, which uses
weights

w;‘ATT( ) =Pr(& =s|W; =1)Pr(W; =1).

The estimand places larger weight on the effects of treatment locations that are more likely to be realized.
The estimand 74477 therefore answers the question: What is the expected aggregate effect of a treatment
location under the observed policy of assigning treatments to locations?

One can estimate the aggregate effect 74477 by aggregating outcomes at the region-level:

J J
AAATT,1 — 1 ZW'Y' . Z r(W; = 1)Y_
It I =W )Pr(W =1 _ J
Z] 1 WJ j=1 Zj:l 1— Pr(W =1) j=1 1 PI‘ W 1)
where Y; = Zieﬂj Y;. This is the inverse probability weighting estimator of an average treatment effect on

the treated, where the outcome variable of interest is the sum over the outcomes of all individuals in a
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region. When there is a single candidate treatment location per region, standard results from the literature
on experiments with individual-level treatments apply (cf. Imbens, 2004), with regions taking the role of
individuals.

Estimators based on region-aggregate outcomes are likely to have very large variance. Each region-
aggregate outcome is the sum of outcomes of individuals in the region. If there is substantial variance in the
number of individuals per region and outcomes are positive, the aggregate outcome of regions with many
individuals can be substantially larger than the aggregate outcome of smaller regions. For instance, suppose
that the number of individuals per region is Poisson distributed with mean n, and individual-level outcomes
are i.i.d. within and across regions, with mean p and variance o2. Then region-aggregate outcomes have
variance n - (02 + p?) by the law of total variance. Hence, aggregate potential outcomes have large variance,
which leads to large variance of the estimator (cf. Imbens, 2004).

~AAATT,1

Variation in region sizes generates a large variance of the region-aggregate estimator 7 in two ways.

First, if there is variance in the number of individuals per region, then in finite samples, some treatment
assignments will be such that there are more individuals in treated regions than in control regions.'® Suppose
outcomes are positive and constant, such that all individuals have the exact same (positive) value for the

outcome. Then the treatment effect estimate #4471

AATT,1

in such a sample is positive and sensitive to the scale of
the outcome value. Hence, the estimator 7 can have large variance even when there is no variance in
potential outcomes. Second, variation in region sizes increases the variance in a sampling-of-regions thought
experiment. Even if the average individual-level treatment effect was known, needing to estimate the number
of times the effect is realized on average per region can create substantial variance. The design-based variances
considered in this paper condition on the individuals in the sample. With known number of individuals and
known individual-level average treatment effect, it is possible to form an estimator of aggregate treatment
effects with a design-based variance equal to zero, in contrast to the variance results for the estimator 744771
above.

I therefore recommend an estimator of average aggregate effects that reduces the variance by building on

the estimators of average individual-level effects at a distance d. Let

FAATT2 =3 "5 (d) 7 (d) (8)

deD
where n(d) is the average number of individuals at distance d from candidate treatment locations:

J
Z_j:l Zsesj m595(s) 2. |d(s,rs)—d|<h 1
T
Zj:l ZseSj 795 (s)

n(d) =

using the same distance bins for both 7(d) and n(d). The set of distances D contains the midpoints of the bins
that partition the full space into distance bins. For instance, if one uses distance bins [0, 1], (1,2], ..., (9,10]
for a treatment that is known not to have effects past a distance of 10 miles, then D = {0.5,1.5,...,9.5} and
h=0.5.

The theoretical properties of the estimator 7447752 follow from those of #(d) in Theorem 1 above, and

the covariance across distances as given in part (iii) of Theorem 3.

Theorem 4. Under Assumptions 1 (no interference across regions) and 2 (completely randomized design

16Stratification in the experimental design or in analysis is an alternative solution to this problem. However, when the number
of regions is small or moderate, stratification may not be practical or sufficient to resolve this issue.
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with equal treatment probabilities across regions), the estimator 44772 has an approvimate finite sample

distribution over the assignment distribution with

(i) unbiasedness: E(7AATT:2) o £AATT

(i) variance:

R B J—1 f/location(d) f/cregi(m(d) 1 Vregion(d) VCregion(d)
w(FT0R) = 3R (g S ey, )

-1 (7 location d. d (7 region d.d
deD d’eD,d' #d t ¢

TV ety
J Ji J
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(Sols X (%)~ Yil0) — (uld) - Md’)))))

5€S; i |d(s,r;)—d'|<h
and n(d), pi(d), and p.(d) are defined as in Theorem 1.
Proof: See Appendiz A.3.

Remark 15. For approximate unbiasedness, the estimator 744772 must be based on 7(d), not #47T~¢4(q).
Intuitively, when “integrating” the effect 7(d) against the number of individuals at this distance, one needs to
ensure that 7(d) is an (approximately) unbiased estimate of the effect for these particular n(d) individuals,
while the estimator #7477 ~¢4(d) weights these individuals differently.

~AATT,2

Remark 16. The variance follows from Theorems 1 and 3. Since 7 is a sum, its variance is a sum of

the covariances of the terms. In the design-based perspective, the analysis is conditional on the individuals in
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the sample. Hence, the (weighted) number of individuals in each bin, n(d), is fixed. The estimators 7(d) for
distances d € D are therefore the only stochastic components. Section 4.1.1 proposes estimators that can be

adapted straightforwardly for each of the (estimable) components in the variance of 7447752,

Remark 17. The (co-) variances of treatment effects, V8" (d) and V' #°"(d, d’) are generally not identified
without further assumptions, and V%" (d, d’) may be negative, such that dropping this covariance does not
necessarily yield a conservative expression for the variance of 744772, However, as I show in Appendix A.3,
dropping all the unidentified terms V2" (d) and V#°"(d,d’) (Vd,d’ € D) jointly yields a conservative

estimator of the variance.

Remark 18. The optimal choice of distance bins (and bandwidths) remains an open question. If individuals
are spread uniformly across space, equal-width rings with larger radii have larger area and hence contain
more individuals. In practice, in densely populated areas, smaller bins may be preferable, and under suitable
sequences of populations (infill asymptotics or growing number of regions), it may be possible to allow A — 0
and |D| — oo. Generally, in the formula above, additional distance bins decrease the (squared) weights n(d)

at the cost of increasing variances var(7(d)).

4.3 PARAMETRIC ESTIMATION

I discuss issues in imposing parametric assumptions on the decay of treatment effects over distance from
treatment and estimation by least squares regression. First, I show how to impose a parametric model on the
individual-level effects at different distances. Second, I show how to estimate aggregate effects based on such
a model.

Linear parametric models for the decay of average treatment effects over distance from treatment take the

form

Tw(d) =Y BiAi(d)
k

where \;, are known functions of distance, and 8 are coefficients to be estimated.
In many settings, one needs to impose a distance after which the treatment has no effect, even within region,

to obtain reasonable estimates from parametric models. Assumption 4 below formalizes this assumption.

Assumption 4. The treatment has no effect after a distance d™**. That is, for any individual ¢ € I, set of
treatment locations S C S, and location s € S such that d(s,r;) > d™a*,

7i(S) = (S \ {s}).

Without such a restriction, any simple functional form for A will typically offer a poor approximation for
at least some distances d from treatment.
One can improve the approximation to the treatment effect at short distances by using functions that

only fit the treatment effect pattern up to the maximum distance d™2*:
Tw(d) =Y Bede(d)1{d < d™>}.
k

Relatively simple functions A\ may well approximate the average treatment effects at distances d € (0, d™2*).
This imposes contextual knowledge that average treatment effects are negligible at large distances from

treatment. It also resembles a “bet on sparsity” (Hastie et al., 2001): If treatment effects really are negligible
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at distances longer than d™*, the estimators proposed below will likely perform well. If treatment effects are
not negligible even at long distances, then no (parametric) estimator will perform well.

For instance, one can impose a linear functional form on the treatment effect decay by choosing Ay (d) = 1,
A2(d) = d. The coefficient B2 then measures the rate of decay, while 51 measures the effect of the treatment on
individuals right by the treatment location. A quadratic functional form is imposed by A1(d) = 1, Aa(d) = d,
A3(d) = d?. In principle, the analysis in this section can be extended also to functional forms that are
non-linear in the parameters, such as an exponential decay of treatment effects with unknown rate of decay,
7(d) = exp(F(—d)).

To estimate the parameters (3, suppose initially that there is only a single candidate treatment location in
each region. This allows the definition of the distance of individual ¢ from the candidate treatment location

uniquely as d;, irrespective of realized treatment. Then estimate the weighted linear regression

Y, = Zﬁk( @ M(di, 3 H{ds < d™}) + (d;) + €

with weights reflecting those in Equation 6, depending on the estimand. The functions Ag(d;, z;) can depend
on individual characteristics z; to allow for heterogeneity in effects, such as separate A\ for distinct groups of
individuals.

The function h models the average control potential outcomes at each distance from candidate treatment
locations. For semiparametric estimation, specify the treatment effect decay (\) parametrically, and estimate
h nonparametrically, as a partially linear model (e.g. Robinson, 1988). Here, I instead focus on parametric

linear estimation, which imposes known parametric functions A and h and estimates their coefficients:
= ag+ Zﬁk( (s, ) 1{d; < d™}) + ZW (he(d)1{di < a™>}) + &

The same caveat about setting a maximum distance applies also to h. Since there is no interest in effects
at distances larger than d™**, the constant «g captures the mean outcome for individuals at such larger
distances.

In practice, one typically not only wants to impose a zero treatment effect after distance d™** (Assump-
tion 4), but a treatment effect that tends to zero continuously at d™#*.!17 To this end, estimate the linear

regression with transformed covariates
—a0t ) B (Wi i) = M@, 2))1{d; < d™}) + D 7o (he(di) 1{ds < d™}) 4, (9)
¢

which imposes the restriction 7(d™**) = >, SrAr(d™**) = 0. Figure 5 illustrates what it means to impose this
restriction. In panel (a), without the restriction, the estimated treatment effect will jump to 0 discontinuously
at d™**. Imposing the restriction in panel (b), the estimated treatment effect is continuous also at d™**. The
restriction generally reduces the variance of the estimator, in particular for estimating aggregate effects, as
discussed below. In practice, most functional forms for A imply not just a zero effect after distance d™**, but
also a non-zero effect at distances slightly shorter than d™2*.

The same parametric functional form can be imposed to estimate the average aggregate effects of the

171n principle, one could additionally impose higher order smoothness such as differentiability at d™2*. However, this generally
requires more complicated functional forms A to retain sufficient flexibility at shorter distances. In practice, this likely negates
any improvements in precision.
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Outcome
Outcome

Distance from Treatment Distance from Treatment

(a) Unrestricted estimator (b) Restricted estimator
Figure 5: This figure illustrates the difference between leaving the parametric treatment effect function
unrestricted (panel a) and restricting the treatment effect to be continuous at the maximum effect distance
d™* (panel b). The figure shows a scatter plot of outcomes against distance from treatment. Both regression

estimators use a quadratic in distance that is set to 0 at a distance of d™**. The restricted estimator further
restricts the regression coefficients such that the function is continuous at d™#*,

treatment. Under the parametric model, the average aggregate treatment effect on the treated is
1 max max
TAATT _ 5 SN Beldi, ) — Ap(d™™, 2;))1{d; < d™}
ik

Solving for $; and substituting the resulting expression in the regression specification above, one obtains the

one-step regression specification

ir i) — max x;))1{d; < dmex
Yi:ao_'_TAATT(W](Z)l (A1 (di, 5) — M (d™, 2;))1{d; < d™*} )
()\1 (di/,xi/) — Al(dmax,xi/))]l{di/ < dmax}
+Zﬁk<( Gy (A (diy ) — A (A, 24)) 1{d; < dma"})

_ ( G )( (dmxi) - )\k(dmax7xi))1{di < dmax} (10)

Me(diry i) — A (d™* 20)) 1{dy < dmax})
A (dir, ) — A1 (d™ox, 2,))1{dy < dmax}

i
i (
+ Z’Y@ (he

where the coefficient on the first (transformed) covariate is the estimate of the average aggregate treatment
effect. The transformed covariates are readily computed by realizing they are equal to the original covariates
multiplied or shifted by average covariates. The average here is taken across all regions, both treated
and untreated, such that this estimate has similarly attractive properties as the nonparametric estimator
FAATT.2 ahove, in leveraging that the number of individuals near candidate treatment locations are available
irrespective of assignment.

When there is more than one candidate treatment location per region, augment the regression approach as
follows. The variable d; is not uniquely defined, since there are multiple “distances from candidate treatment
locations” for individuals. Suppose individual 4 in a control region (W) = 0) is 1 mile away from one
candidate treatment location and 5 miles away from a different candidate treatment location. Then ¢ should

be used to estimate the control mean h(d) for the two distances d = 1 and d = 5. One can therefore duplicate
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observation 4. Specifically, if individual 4 is in a region with |S;(;)| candidate treatment locations, then include
i [Sj(;)| times in the regression. Each version of i uses the distance d; to a different candidate treatment
location. This ensures E(¢;|d; = d,x; = ) = 0 and hence results in consistent parameter estimates by linear
regression.

In simulations, standard errors clustered at the region level (cf. Liang and Zeger, 1986) provide a reasonable,
but perhaps conservative, estimate of the variance of these estimators. One can derive formal results along
the lines of Abadie et al. (2020, 2017). When there is a single candidate treatment location per region
and a single distance of interest, the spatial setting considered here coincides with the setting of clustered
assignment of Abadie et al. (2017), and hence their results and interpretation of Liang and Zeger (1986)
clustered standard errors follow immediately. Refinements of Liang and Zeger (1986) clustered standard
errors may be possible following Abadie et al. (2020) for the non-clustered setting using “attributes.” In
the spatial setting, such attributes are readily available in the form of the number of units near candidate
treatment locations. Effectively, such attributes allow forming a tighter bound on the variance of treatment
effects (see the discussion on variance estimation following Theorem 1 above) by exploiting heterogeneous
treatment effects and appealing to the law of total variance to maintain that the estimator is still conservative
for the true variance. For parametric models of the treatment effect by distance, one needs to extend the
analysis of Abadie et al. (2017) to include (multiple) continuous regressors that are deterministic functions
of the binary, randomly assigned, treatment. With multiple candidate treatment locations per region, one

further needs to extend the binary treatment to a multi-valued (but still discrete) treatment.

5 EXTENSIONS

5.1 INTERFERENCE BETWEEN TREATMENT LOCATIONS

The setting discussed in Section 4 rules out interference between treatment locations by design. However,
in practice treatment is sometimes realized at locations close to one another such that the same individual
could be affected by more than one treatment location. The spatial treatment setting offers meaningful
structure enabling identification of interesting treatment effects based on application-dependent assumptions
despite this interference. I briefly outline two such assumptions, one familiar (additive separability of effects)
and one more unique to the spatial treatment setting (only nearest realized treatment matters), and discuss
what effects are identified under these assumptions and how to estimate them. I then turn to an even more
general setup, without any true control regions, and focus on design-based inference for marginal treatment
effects using exposure mappings (cf. Aronow and Samii, 2017) based on the idea that the effects of far-away

treatment locations are typically negligible.

5.1.1 ASSUMPTIONS GIVING STRUCTURE TO INTERFERENCE

Suppose that if a region is randomized into the treatment group, multiple locations within the region
are treated. The remaining regions remain in the control group without any treatment, such that it is
straightforward to estimate average outcomes in the absence of treatment. To give an example, suppose a
company operating chain stores (quasi-) randomly chooses which cities to enter, and opens multiple stores in
chosen cities. Then there are multiple realized treatment locations close to one another (in the same city),
but also control regions with (counterfactual) candidate treatment locations. The difficulty lies in separating

the effects of multiple treatment locations. I discuss two assumptions, which may be credible in different
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Figure 6: An example of a region with three candidate treatment locations (panel a): s1 (blue), so (red), s3
(yellow). Suppose exactly two of these treatment locations are realized whenever the region is treated, such
that there is interference. Under the assumption that only the nearest realized treatment location matters,
panel b illustrates the locations for which we can estimate effects for individuals in each area. For individuals
in the orange area, we can estimate the effects of the red and yellow locations. For individuals in the green
area, we can estimate the effects of the blue and yellow locations. For individuals in the purple area, we can
estimate the effects of the blue and read locations.

Longitude

settings, as examples for how the spatial treatment setting can provide the necessary structure.

For a simple and concrete example, suppose there are three candidate treatment locations in each region,
and if treated, two of the three locations are chosen according in a completely randomized experiment.'®
Figure 6a illustrates one such region. Suppose the researcher has data from multiple regions j. Each region j
has three candidate treatment locations; s; 1, 5,2, and s; 3. If region j receives treatment, the assignment
mechanism randomly chooses exactly two of the three candidate locations to be realized. Hence, each
candidate location has marginal conditional probability of 2/3 of being realized. The set of realized treatment
locations in region j, &;, satisfies &; € {@, {81,852}, {851,553}, {Sj’Q,Sj’g}}, where {; = 0 < W; = 0.
The average effect of interest is that of implementing a single treatment location on individuals at distance d
from it. The estimators of this section generalize to arbitrary numbers of candidate and realized locations,
potentially differing by region.

I discuss two assumptions on interference and how to estimate effects under them in turn.

ADDITIVE SEPARABILITY OF TREATMENT EFFECTS Assumption 5 states that the effects of all treatment
locations are additively separable. Intuitively, the assumption requires that returns to additional realized
treatment locations are neither diminishing nor increasing in the number of realized treatment locations
nearby. Additively separable treatment effects are an appropriate specification if the effect of each treatment
is independent of the realization of other treatments. For instance, the effects of toxic waste plants (cf. Currie
et al., 2015) or air-polluting power plants (cf. Zigler and Papadogeorgou, 2021) on exposure to pollution are

likely approximately additive.

Assumption 5. The effects of spatial treatments are additively separable. Let S C S be an arbitrary subset

of the candidate treatment locations, and let s € S be an arbitrary location in this subset. Then, for all

181n practice, it is sometimes more plausible to assume that the assignment mechanism guarantees some minimum distance
between realized treatment locations, requiring more complicated assignment mechanisms. For instance, sugar factories may be
spread out such that each factory has sufficient land nearby to grow crop (Dell and Olken, 2020). It may be possible to obtain
analogous results for such more complicated assignment mechanisms.
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individuals i € T,

7:.(8) =7(S\ 8) + 7(s).

Additive separability as stated here neither requires different treatment locations to have the same effect,
nor does it require a treatment location to have the same effect on two distinct individuals, even if they are
at the same distance from the location.

Under Assumption 5, one can still identify the average treatment effects defined in Section 4. These
estimands are weighted averages of individual-level treatment effects 7;(s) of individual ¢ and candidate
treatment location s which are distance d apart. Under additive separability, Assumption 5, one of the

following potential outcomes is observed

Yi(0) = Yi(0)
Yi({sj1,852}) = Yi(0)
Yi({sj1,s53}) = Yi(0)
Yi({sj2,s53}) = Yi(0)

Hence, one can write the individual-level treatment effect of interest as a sum of observable potential outcomes

Ti(s51) = %(Yé({syyh sj2}) + Yil{sj1, s58}) — Yil{sj.2,853})) — Ya(D).

where each of the potential outcomes has positive probability of realization. One can therefore estimate 7;(s1)

as
~additive (o ) _ l{gj = {s;, 1»3J2}}Y l{fj {sj, 17*9]3}} ]1{53 = {552, 8, 3}} Y)
K (s31) = (Pr(fj ={sj1,8j, 2}) i Pr(@ = {sj1,5j, 3}) Pr(ﬁ] = {85,255, 3}>
1-W; v
C1l-Pr(W;=1) "

Each term in the sum is an unbiased estimator of the corresponding potential outcome, such that E(72dditive(g, 1)) =
7i(8;,1). One can then average such estimators to estimate, for instance, the ATT estimand, 7(d). I present
the generalization of the formula above with an arbitrary number of candidate treatment locations and

realized treatment locations in Appendix A.4.1.

ONLY NEAREST REALIZED TREATMENT LOCATION MATTERS Assumption 6 states that if s’ € S is not the
nearest realized location to individual 7, it does not affect her. Typically, only the nearest realized treatment
location matters if individuals only access, or visit, a single realized treatment location. For instance, if a
developing country quasi-randomly chooses locations to construct new schools (cf. Duflo, 2001), it may be
plausible to assume that only the nearest school matters to an individual. For the effects of infrastructure
projects, such as additional bus or subway stops, on commute times and real estate prices (cf. Gupta et al.,
2022), the appropriate assumption may depend on the type of stops that are added. An additive effects
specification for bus or subway stops may be a good approximation if each stop gives access to a different
transit line. A specification where only the nearest stop matters may be more appropriate for stops of the

same line.

Assumption 6. Only the nearest realized treatment location matters. Let S C S be an arbitrary subset of the

candidate treatment locations, and ¢ € I an arbitrary individual. Whenever s € S satisfies d(s,r;) < d(s',1;)
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for all ' € S, then for s’ € S\ {s}
TZ(S) :TZ(S\S/)

The assumption also implies that if individual 7 is at equal distance to two treatment locations s; and so,

then both have the same effect on her:
d(sl,ri) = d(SQ,Ti) — Ti(Sl) = Ti(SQ).

Under Assumption 6, only some of the average treatment effects of Section 4 are nonparametrically
identified in general. Specifically, it is impossible to identify the effect of a candidate treatment location
on an individual if the location is never the nearest realized location for the individual. Consider again the
example of three candidate locations with two realized locations in Figure 6. The effect of location s;; is
unidentified for individuals nearer to both locations s;» and s;3. Panel b of Figure 6 highlights areas in
which each candidate treatment location is nearest with positive probability before realization of treatment
assignment. Generally, the estimand 7,,(d) from Section 4 is identified nonparametrically under Assumption 6
if it only places weight on individual level effects 7;(s) if s is the nearest realized location to individual ¢ with

positive probability. Formally, write this as
w;(s,d) 0 = Pr(s €& A (d(s,r) <d(s',r) Vs' € 5])) >0

where the probability is taken over draws from the assignment distribution of ¢; for fixed ¢, s, d, and j.
In the example illustrated in Figure 6, one can estimate 7;(s;1) for individuals ¢ in the purple and green

shaded areas. Under Assumption 6, the potential outcomes satisfy

if d(sj,1,ri) < d(sj2,7i)
Yi({s5,1,852}) = > ’

otherwise

if d(S i1 Ti) < d(s ,35 Ti)
Yi({sj,1,853}) = ’ ’

otherwise
An unbiased estimator of 7;(s;,1) is
]1{5j:{sj,1’sj,2}} . 1-W;

PY(SJ:{SJ,LSJ'Q}) v 1=Pr(Wi=1)

if d(Sj}l,’I“i) < d(Sj)Q, Ti) AN d(SjJ,Ti) > d(Sj’g,’l"l)

Y,

1{5 :{Sj,l,Sj,:s}} - 1-W; Y.
Pr(S]‘:{S]‘,LS]’,:%}) ’ 17Pr(Wj:1) !
ppearest(g. 1) = if d(sj,1,mi) > d(sj2,ms) Ad(sj,mi) < d(sj3,73)

]l{SjJESJ'} - 1—Wj g
Pr(sj-,lesj)Y; lfPr(szl)Y;

if d(Sj,l,’I“i) < d(Sj,27 ’I“i) N d(SjJ,?"i) < d(sj73,ri)
undefined

otherwise

One can then average estimates 77?7 (s) across individuals ¢ and locations s to estimate average treatment

effects similar to those in Section 4. However, the estimator 77"t (s; 1) is undefined for individuals in the
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orange shaded area (last line of the definition). Since location s;; is never the nearest realized treatment
location for these individuals, it is impossible to estimate its effect on individuals in that area. That is, only
average treatment effects that place weight w;(s;1,d) = 0 on individuals ¢ in the orange area are identified
nonparametrically. See Appendix A.4.2 for the estimator with arbitrary number of treatment locations per

region.

5.1.2 INFERENCE WITHOUT CONTROL REGIONS

Suppose the researcher has data on a single contiguous region with individuals ¢, outcomes Y; and candidate
treatment locations S.' The realized treatment locations are & C S, with assignment to locations s,s’ € S
independent when s # s’. Assumption 7, which is a straightforward extension of Assumption 3 above,

formalizes this assignment mechanism.

Assumption 7 (Independent Treatment Assignment — Single Region). Assignment of treatment to locations
is independent: For s € S; S C S with s &€ 5,

Pr(sef|SC¢& =Pr(se€f) =m,.

As before, the researcher is interested in the weighted average treatment effect

Dses ier Wils, d)(Yi(s) — Yi(0))
Doses 2ier Wils; d)

Tw(d) =
with known weights w; (s, d), for instance
wi(s,d) = Pr(s € §)1{[d(s, i) — d| < h}

for a distance-bin estimator of the average effect of the treatment on the treated.

To estimate this average treatment effect on the treated, consider the estimator
ZSGS I{s € ¢} Zie]l 1{|d(s,r;) —d| < h}Y;
Doses Hs € & 30 Hld(s,mi) —d| < h}
11
Ses s PN S 1{(d(s,ri) — d| < W)Y, (11)
Yees s ¢ P2V 57 1{d(s, rs) — d| < b}

#(d) =

which is the difference in average outcomes for individuals near realized candidate locations, 1{s € £} = 1,
and individuals near counterfactual candidate locations, 1{s ¢ £} = 1. Note that the individuals near
counterfactual candidate treatment locations may still be exposed to other realized treatment locations.
The estimator is distinct from common estimators for other treatment effect settings in that the same
individuals may appear in both the average of the treated and in the average of the control. In Figure 7,
there are three candidate treatment locations, two of which are realized (s; and s2), while the last (s3) is
not realized. Individuals that are at intersections of rings of multiple treatment locations (i2, 43, 44) appear
multiple times in the summations in Equation 11. Individual i3 appears twice in the sum of the treated (once
for s; and s3). Individual i3 also appears twice in the sum of the treated, but additionally appears once in

the sum of the control (for s3). Individual i4 appears once in the sum of the treated and once in the sum

190ne can treat data from separate regions as a single contiguous region with large distances between the locations corresponding
to the distinct regions.
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Figure 7: An example of a region with three candidate treatment locations (panel a): Treatment is realized
at the locations of the solid triangles (s; and s3) and not realized at the location of the hollow triangle (ss3).
There are 5 individuals (i1, ...,45) each at the distance of interest away from at least one of the candidate
treatment locations. In the estimator given by Equation 11, individuals like i35 and i4 who are at the right
distance from both a realized and a counterfactual treatment location appear both in the average of the
treated and in the average of the control. Individuals who are at the right distance from multiple realized
treatment locations, like i5 and i3, appear multiple times in the average of the treated. Other individuals, who
are at the right distance from only one treatment location, like i; and 5, may still be affected by treatments
that are at a different distance. The design-based variance given in Theorem 5 accounts for these multiple
occurrences of individuals and effects of treatments at other distances.

of the control. Individuals ¢; and i5 appear only once each, in the sum of the treated and the sum of the
control, respectively.

While i1 and i5 in Figure 7 may on first sight appear like more conventional treated and control individuals,
their comparison does not necessarily yield an attractive estimate of the effect of the treatment at the distance
of interest. Individual 75 may, without other assumptions, still be affected by treatment at locations s; and
S2, such that 5 is not a proper control individual. Similarly, ¢; could be affected by both s; and ss and may
therefore reflect the outcome of having not just one treatment at the distance of interest, but also another
treatment at a slightly longer distance. Hence, the difference between the outcome of 71 and is does not
necessarily reflect the effect of one treatment at the distance of interest.

Remarkably, the estimator defined in Equation 11 yields an estimate of the marginal effect of treatment
without parametric assumptions on how the effects of multiple treatments interact. The weighting of the
“control” individuals by Mpg%(g{)s}) results in “treated” individuals that are, on average (across individuals and
the assignment distribution) exposed to one additional realized treatment location at the distance of interest,
and the same number of realized treatment locations at other distances. The weights are a generalization of
ATT weights, and with independent treatment assignment simplify to the familiar 7, /(1 — 75 weighting. If one
additionally assumes that treatment effects are additive (Assumption 5), the estimand simplifies to the ATT
defined in the previous section for settings without interference. Alternative assumptions on how the effects
of treatments interact, such as Assumption 6, may suggest different estimators. Results for such estimators
could be derived analogously. The paper focuses on the estimator in Equation 11 because additivity of effects

frequently is a reasonable benchmark and the estimator retains an attractive marginal effect interpretation
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even if the additivity assumption does not hold.

Theorem 5. Suppose Assumption 7 (independent treatment assignment in a single region) holds. Then the
estimator 7(d) has an approxzimate finite sample distribution over the assignment distribution with

a8 Dues Doser PTE=S{]d(s,r) —d|<h}(Yi(S)-Yi(S\{s}))
Esezg Eses Zien Pr(¢=5)1{|d(s,r:)~d|<h}

(i) mean: E(7(d)) =~ 2
(i) variance:

var(7(d))
o 2ses 2omem, Ts(m) (1 — ms(m))Ys(m, d)?
T (Caes Pr(s € ) Xiep 1{|d(s, 75) — d] < h})?
Dses 2amemt, 2mvem, Hm # m/}rs(m)ms(m')Ys(m, d)Ys(m/, d)
(Xses Prs € &) Xoser Mld(s, i) — d] < h})?
n ZseS Zs’eS 1{s # s’} ZmEMs Zm’eI\\/JIS/ (WS,S’(ma m') — ms(m)me (m'))Ys(m, d)Yy (m/, d)
(Xses Pr(s € &) 3 iy L{ld(s, i) — d] < h})?

with sets M and probabilities ws(m) and ws o (m, m') defined based on the exposure mappings described

in Remark 20 below, and the exposure-specific, demeaned, potential outcomes

Yo(m,d) = W(m) Y 1{|d(s, i) — d| < h}(Yi(m) — p(d))
i€l
— (1= Wi(m))

Ts
1—m,

> Uld(s,r) = d| < h}(Yi(m) — pe(d))

el

when exposure m determines the treatment status of candidate treatment location s, and Ys(m,d) =0
otherwise. Wy(m) is an indicator for location s being treated under exposure m (if uniquely determined),

and p(d) and p.(d) are the relevant means defined explicitly at the beginning of Appendiz A.4.5.

If also Assumption 5 (additive separability) holds, the mean in part (i) simplifies to

Y Pr(se) 3, (s ) —d|<hYri(s)
(iii) mean: E(7(d)) =~ 1(d) = S Pisee) 3., Wl —dI<h}

Proof: See Appendiz A.J.3.

Remark 19. While all treatment probabilities are known to the experimenter in experimental analyses, they
typically need to be estimated in observational studies. Yet researchers only observe one realization of the
random variable &, so direct estimation of Pr(&) is not possible. However, under Assumption 7 of independent

treatment assignment, for S C S and s € S

Pr(¢ = SuU{s}) _ Pr(s € )
Pr(¢ =9) 1-Pr(se&)’

Hence, a practical solution is to estimate a propensity score model for Pr(s € &) using 1{s € £} as the
outcome and characteristics of the neighborhood of s, such as the number of nearby candidate treatment

locations or individuals, as covariates.

Remark 20. The variance in Theorem 5 is based on exposure mappings (cf. Aronow and Samii, 2017).
Exposure mappings allow defining fixed potential outcomes in settings with interference, such that each

potential outcome is observed under more than one realization of the treatment assignment. Under general

43



interference, any candidate treatment location can affect any individual. In the spatial treatment setting, it
is instead often plausible to assume that far-away treatment locations do not affect individuals. This allows
breaking the full set of candidate treatment locations into (overlapping) sets of candidate treatment locations
that are geographically clustered.

For spatial treatments, a simple definition of exposure mappings is based on a distance after which
treatments are assumed not to have an effect. For a candidate treatment location s € S, the exposure mapping
fs maps a treatment assignment S C S to a member of a set M. Let S; = {s’ € S: d(s,s') < 2-d™**}
be the set of candidate treatment locations such that both s and s’ € S, may have an effect on the same
individual i based on Assumption 4.2° Then M, = 2% is the power set of S, and exposure mapping m € M,
specifies which of the candidate locations that could affect individuals near s are realized under m. That is,
fs(S) =5NS;,. Then, under Assumption 4, f5(S) = f.(S") = Yi(S) = Y;(5’) for all individuals ¢ with
d(s,r;) < d™®*. Hence, the exposure m uniquely determines the outcome for individuals i near location s.2!
For these exposure mappings, the probabilities of exposure mappings m and m’ being realized for candidate

treatment locations s and s’ are

mo(m)=Pr(nS,=m) = [[ =~ J[ 1-m)

sem SESs\m

7s.s(m,m’) = Pr(£ NS

m ANENSy :m'))

[scmum: T3 ng(gs\m)u(g ,\m,)(l —ms) ifV5€S,NSy eithersemnNm’ or §&€muUum’

0 otherwise

The condition in 7y o (m, m') says that exposures m and m’ agree on the treatment status for any candidate
location that may affect individuals near both s and s’. The expression for 74 o (m,m’) in the first case
simplifies to 7s(m) if s = " and m = m’. If s = s’ and m # m/, then 7, o (m, m') = 0 according to the second
case. Generally, 75 o (m,m’) = 0 whenever exposure mappings m and m' imply contradicting assignments
for treatment locations. When S; NS, = () such that s and s’ share no treatment location that can affect
individuals near both of them (typically because s and s’ are sufficiently far apart), then m € M, and
m’ € My cannot contradict each other and 75 ¢ (m,m’) = ms(m)my (m'). When exposure mappings m and
m' do not contradict each other, their joint probability is equal to the probability of the candidate locations

5 in Sy USy being assigned according to m and m’ (to treatment if § € m Um’ and to control otherwise).

ESTIMATION OF THE VARIANCE IN THEOREM 5 Analogous to the detailed discussion of variance estimation
following Theorem 1, some of the terms in the variance in Theorem 5 are marginal variances that can be
estimated, while others involve covariances, or variances of treatment effects, that cannot be estimated directly
and hence must be bounded. Specifically, the first term sums over the marginal variances of “treated” and
“control” potential outcomes and can be estimated from observed data as before. The second term involves

distinct exposures m and m’ for the same candidate location s, such that Y;(m,d) and Y;(m’,d) can never

20Under the alternative Assumption 5, part (iii) of Theorem 5 allows estimating the average effect of the treatment by distance.
A plausible choice d™?* is therefore such that 7(d) ~ 0 for d > d™&*.

21In principle, one can define slightly finer exposure mappings at the individual-level. For an individual i who is distance
d away from treatment location s, the exposure mappings defined here are conservative in the sense that they allow different
exposures based on treatment at a location s’ that is within 2d™2* from s, even if it is farther than d™2* from i. While the
variance expression is still correct, in estimation this leads to more conservative bounding of covariance terms corresponding to
treatment states that cannot be observed jointly. The advantage of the exposure mappings defined here is the substantially
reduced computational complexity achieved by aggregating data at the candidate treatment location-level, as well as simpler
analytical expressions for the variance. See also Aronow and Samii (2017) for feasible approximations when the number of
exposure mappings is too large for exact computation.
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be observed at the same time. Rewriting the product Ys(m,d)Ys(m', d) similarly to the variance of treatment

effects in Theorem 1 suggests bounding the second term using Young’s inequality for products:

Ys(m, d)? N Y (m/,d)?

Y, (m, )Y, (' d) < [Va(m, )| - Vi ()] < = .

which allows replacing the covariance (product) by marginal variances (squares) that can be estimated.
The third term includes both products of location-exposure pairs (s, m) and (s, m’) that can be observed
simultaneously (those with 7, o (m, m’) > 0) and pairs that cannot (those with 7, o(m, m’) = 0). The latter

needs to be bounded using Young’s inequality as well.

5.2 NON-SPATIAL SETTINGS

The framework, estimators, and analysis of this paper are applicable more generally to settings where
treatment assignment is separate from the units of observation, and the effect of the treatment is moderated
by some observable, not necessarily geographic, distance from treatment. This setting is similar to that
of Borusyak and Hull (2020), with distance from candidate treatments playing the role of “non-random
exposure.” Their linear regression estimators with actual treatment demeaned by expected treatment are
straightforward to compute in many settings. However, in simple settings, one can show that they estimate
differently weighted average treatment effects.?? In contrast, the (inverse probability weighting) estimators
proposed in this paper are only immediately applicable to treatments that are inherently binary or categorical,
but their implied weighting of individual-level effects is straightforward to analyze and adjust. I give two
brief examples of non-spatial settings in this section: firm entry in markets with differentiated products, and

shift-share designs based on randomness of the shifts.

FirM ENTRY IN PRODUCT SPACE For the first example, suppose the researcher is interested in the effects
of firm entry on competition in markets with differentiated products. She has data for several markets j on
prices Y; charged by firms ¢ € I; for products with horizontal or vertical locations r; in characteristics space.
In some markets, a new firm enters with a product with characteristics £;. Here, the estimand 7(d) measures
the average effect an entrant has on the price of a product at distance d in characteristics space. For short
distances d, it captures competitive effects or deterrence behavior by firms selling products very similar to
the product of the entrant. For longer distances d, it captures ripple effects that arise if in equilibrium firms
with more different products react to the price changes of firms with products similar to the entrant’s. These
estimands are therefore informative about the nature of competition.

Firm entry, however, is not generally random. In the framework of this paper, the entrant’s characteristics
&; are not a random draw from a uniform distribution. Theoretical models of competition and profits may
therefore help to determine the probability of firm entry at any given point in characteristics space, conditional
on the locations of existing competitors in characteristic space. For instance, expected profits of the entrant
may come from a structural model based on distance to competitors in characteristics space (cf. Hotelling,
1929), perhaps calibrated to pre-treatment data. Intuitively, validity of the estimator then requires that
firm entry is random conditional on the expected profitability as given by the model. The structural model
provides a baseline to enhance the credibility of the quasi-experimental analysis, but does not directly restrict

the estimated pattern of competition.

221 thank Peter Hull for sharing his derivations with me.
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QUASI-RANDOM SHIFTS IN SHIFT-SHARE DESIGNS For a second example, suppose the researcher is
interested in the causal effects of exogenous shocks to individual industries on employment outcomes in cities
based on their industry mixes (cf. Autor et al., 2013), with multiple shocks observed over time. The framework
of this paper is useful in this setting if the claims of causal identification are based on randomness in which
industries are shocked, rather than on randomness in industry composition. Importantly, the analysis in this
paper reflects that cities with similar industry mixes are shocked similarly, in a way that is difficult to capture
accurately with existing clustered standard errors. Adao et al. (2019) and Borusyak et al. (2022) develop
alternative approaches based on the same idea, and show how it relates to Bartik (1991) and shift-share
instruments more generally. A benefit of the framework of this paper is that its results are not specific to
linear (or other) functional form and that it allows for very transparent estimation of aggregate effects.

The setting fits into the framework of this paper as follows. Data are available for time periods j =1,...,J.
In some time periods, a single industry £ € S = {1,..., K} receives an exogenous shock, potentially with
different industries shocked in different time periods. Assume that the time periods are chosen such that
the shock only affects outcomes within the same time period. Define the indicator W; = 1 if an industry in
period j is shocked, and W; = 0 otherwise. The researcher observes employment outcomes Y; for cities i € I;
in time period j. City i has industry shares r; € RX| satisfying r; , € [0,1] and Zszl ri.r = 1. Here, the
distance function captures exposure to the shock. City i is heavily exposed to shocks of sector k if industry k
has large share r; j, such that the “distance” d(k,r;) = 1 — r; 5, is small between industry k and city i.

The estimands 7(d) and 7*99 measure the effects of the exogenous industry shocks. For d = 0, the
estimand 7(d) measures the average effect of shocking an industry on employment in cities with employment
only in the shocked industry. For d = 0.75, the estimand measures the average effect of the exogenous shock
on cities with 25% of their employment in the shocked industry. The estimand 7999 measures the aggregate
effect of the exogenous shock across all cities. The estimators and inference procedures of Section 4 are valid
if it is random in which time periods and sectors an exogenous shock occurs. In principle, one can augment
the variance calculations to allow, for instance, dependence structure in the shocked industry across time
periods. The results in Section 5.1 are relevant for settings where shocks occur to multiple industries in the

same time period.

6 ANALYSIS OF OBSERVATIONAL DATA

While the previous sections presume that the researcher designs the experiment for assignment of the spatial
treatment, much empirical work relies on observational data. The primary challenge to observational studies
in this setting is that researchers typically do not observe the exact locations of counterfactual candidate
treatment locations. To emulate the analysis of the ideal experiment with observational data, researchers
need to estimate candidate treatment locations and their treatment probabilities. In this section, I discuss
how to address these challenges in practice with deliberate choice of machine learning methods well-suited for
the spatial treatment setting. Estimation is then based on an unconfoundedness assumption stating that
among individuals near candidate treatment locations, whether their treatment location is realized is as good
as random, conditional on characteristics of the individuals and the neighborhood of the candidate treatment

location.
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6.1 UNCONFOUNDEDNESS ASSUMPTIONS FOR SPATIAL TREATMENTS
I focus on an unconfoundedness assumption for spatial treatments emulating an experiment with independent
assignment to locations in a (possibly) single contiguous region. The setting with multiple regions is similar
conceptually but may require conditioning also on features of the region. When a fixed number of locations
are realized within a treated region, the setting resembles discrete choice modeling, discussed in more detail

in Section 6.3 below.

Define the location-specific treatment indicator Wy to equal 1 if location s is treated, and 0 otherwise:
We=1{s ¢}

where £ is the set of realized treatment locations.
In treatment effect settings with individual-level randomized experiments, unconfoundedness is often
written as
Wi L Y;(0),Yi(1) | Xi=az Vo

which is equivalent to an assumption on densities

fw,yo, 11| Xs = 2) = fu(w|Xs = ) fy(yo, 11| Xi = ) Vw,yo,1n
I similarly define unconfoundedness of spatial treatments at distance d from location s as

W, 1L (E(O),K(s)) | Zs =z, (Xi) =z Vz,x (12)

i d(s,ri)=d i d(s,ri)=d

where Z; are (neighborhood) characteristics of the candidate treatment locations s € S, and X; are character-

istics of the individuals ¢ € I. The notation above is meant as shorthand for

f(wa Y1,0,Y1,15- - - 7yn5(d),07yn5(d),1|Z =2,X= 55)
= fw(w|Z — Z7X = x)fy(yl,(hyl,lv v 7yns(d),07yns(d),1|Z = Z7X = LC)
v Y1,0,Y1,15 - - - s Yny(d),05 Yny(d),15 W
A

exchangeability of individuals

where n4(d) is the number of individuals at distance d from s, and argument y; ., for j = 1,...,n4(d) and
w € {0,1} is the potential outcome corresponding to treatment state w of candidate location s for the
j-th individual at distance d from location s. Exchangeability of individuals is defined as follows. Fix

W, Y1,00Y1,15 -+ + s Yno (d),00 Yno (d),1- For any permutation m of {1,...,n4(d)}, the joint density satisfies

f(wayl,anl,la cee 7yns(d),07ynw(d),1|Z =z,X=1)

= f(wayw1,07y7r1,l7 e 7y7rns(d),07y7rns(d),1|z = Z,X = xw)

where z is the similar m-permutation of x.

Remark 21. Adjusting for the true propensity score

e(z,x) = Pr(Ws =11Zs=2,(Xi)i: d(s,ri)=d = :c)
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rather than the full set of characteristics (ZS7 (Xi)s d(s,r,;):d)7 is sufficient for unconfoundedness in Equation 12,
as in the setting with individual-level treatments (cf. Rosenbaum and Rubin, 1983). While the unconfounded-
ness assumption in Equation 12 is written for a specific distance d from treatment, in practice a design-based,
quasi-experimental, analysis most credibly conditions the independence on (Xj);: 4(s,r,)=da for all d of interest
simultaneously. The estimated propensity score, which uses characteristics of individuals at all distances of
interest, is then the same for all distances. While it may be easier to balance covariates by estimating separate
propensity scores for different distances, treatment probabilities that vary by distance for the same treatment
location are inconsistent with the ideal experiment underlying the quasi-experimental analysis. Furthermore,
estimands such as the average effect of the treatment on the treated, in Theorems 1 and 2, become even less
comparable across distances when not just the individuals, but also the probability weighting of treatment

locations, differs from distance to distance.

Remark 22. The conditioning of the unconfoundedness assumption draws a visual distinction between Z; and
(Xi)i: d(s,r)=d- This is conceptually similar to the notion that one may try to correctly model the outcome,
the propensity score, or ideally both, in the literature on double robustness. Both Z, and (X;);. 4(s,r,)=d
“vary” at the treatment location level, so in principle the latter can be included in the former for more succinct,

but less informative, notation.

Remark 23. Unconfoundedness of spatial treatments justifies comparisons of individuals near two locations
s and ', one treated, the other untreated, for which Z, = Z, and (X;);. a(s,r,)=d =" (Xi)i: d(s,r)=a- Here,
=" means that the sets of individual covariates are the same up to permutation. In practice, it is rarely
feasible to find two candidate locations with equal number of individuals and equal covariates. Instead, one
can assume that treatment is unconfounded conditional on, for instance, average characteristics of individuals

in the neighborhoods of candidate locations. Such an assumption greatly simplifies estimation in practice.

Alternatively, when candidate treatment locations are sufficiently far apart such that interference in not
an issue (based on Assumption 4),%* one can make an individual-level unconfoundedness-type assumption for

spatial treatments as a conditional mean equality,
E(Yi(O) | min{d(s, )} = d. X; = :c) - E(n(()) | min{d(s,r)} > ", X; = a:)
sE se

which states that, as long as one focuses on individuals with the same characteristics X;, control potential
outcomes for individuals near realized treatment are the same as control potential outcomes for individuals
far away from realized treatment. To make such an assumption more plausible in a spatial context, these
individual characteristics likely include characteristics of the neighborhood of 7. For estimation, one then does
not need to find counterfactual treatment locations, but only needs to match on, or adjust for, the individual
characteristics X; (cf. Imbens and Rubin, 2015, Parts IIT and IV). Such an assumption simplifies estimation,
but is not justified by experimental design or arguments that the location of the treatment is as good as

random, such that the design-based inference proposed in this paper does not apply.

6.2 FINDING COUNTERFACTUAL CANDIDATE TREATMENT LOCATIONS

In this section, I outline a general strategy for finding counterfactual candidate treatment locations with
observational data. These counterfactual locations for the treatment are necessary for the quasi-experimental

methods I propose in this paper.

23With interference, a similar assumption is possible but notationally more cumbersome.
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Consider first the example of Linden and Rockoff (2008) given in the introduction, where the choice of
candidate locations is relatively straightforward. They argue that the exact houses where sex offenders move
in are as good as random due to random availability of houses within neighborhoods. Here, the candidate
treatment locations are houses in these neighborhoods. Hence, the candidate locations are known, but their
probabilities of treatment need to be estimated. See Section 6.3 for propensity score estimation.

When there are no (or insufficiently many) known counterfactual candidate locations, however, the problem
of choosing candidate locations from continuous space is hard. In principle, one could imagine estimating the
probability of treatment at any location in a region conditional on all the features of the region. This is akin
to estimating the spatial distribution of treatment locations &; ~ G(Z;), where Z; are the characteristics of
region j, potentially relative locations of all individuals in the region as well as moments of their covariates.
One could then use the estimated G to inform the treatment probabilities at each point in the region as
inputs in the estimators proposed in this paper.

In practice, it is typically sufficient to find a finite number of candidate treatment locations that offer a
plausible counterfactual to the realized treatment locations. Computationally, it is often impractical to use a
continuous distribution G, since the weight of individual ¢ when estimating effects at distance d would depend
on the integral of the noisy G along a ring with radius d around her location, r;, for each of the typically
many individuals ¢ € I. Instead, I recommend finding a finite number of candidate locations. The average
across these finitely many candidate locations approximates the strategy based on the complete distribution
G, setting G to exactly zero for many of the implausible locations.

I propose taking draws &; ~ G(Z;) to obtain candidate treatment locations, where G(Z;) is implicitly
estimated in the process of taking the draws as described below. Perhaps surprisingly, recent machine
learning methods achieve good results at this task, despite the difficulty of estimating G itself. Specifically, I
recommend a formulation similar to generative adversarial networks (Goodfellow et al., 2014); see Liang (2018)
and Singh et al. (2018) on the relationship between generative adversarial networks and density estimation.
Most closely related to this paper, Athey et al. (2019) use generative adversarial networks to draw artificial
observations from the distribution that generated the (real) sample, for use in Monte Carlo simulations.

Generative adversarial methods for drawing &; ~ G(Z;) are based on iteration between two steps. First,
a generator generates draws éj ~ G(Zj), where G is an implicit estimate of the density maintained by the
generator in the current iteration. Second, a discriminator receives as input either counterfactual locations
proposed by the generator, £j|Zj, or real treatment locations, £;|Z;, and guesses whether its input is real.
Both the generator and the discriminator are highly flexible models (typically neural networks) designed for
their given tasks. The discriminator is trained by taking (stochastic) gradient descent steps in the direction
that improves discrimination between real and counterfactual locations. The generator is trained by taking
(stochastic) gradient descent steps in the direction that leads to fooling the discriminator into classifying
counterfactual locations as real.

Effectively, the output of such models are counterfactual candidate treatment locations gj\Zj that are
indistinguishable (to the discriminator) from real treatment locations ;|Z;. With a sufficiently flexible
discriminator, the process is therefore similar to matching.?* If a proposed candidate location éj is noticeably
different from all real treatment locations &, a flexible discriminator will learn to reject éj. In contrast,
synthetic control-type methods (Abadie et al., 2010) would average multiple candidate locations, for instance

€, and &, to create a synthetic counterfactual for a real treatment location & If £, and & individually differ

24Standard matching methods, however, are unlikely to perform well due to high dimensional covariates that describe spatial
data, such as relative spatial locations between many individuals as well as their characteristics.
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from all real treatment locations &, the discriminator will reject them despite their average resembling &;.

The goal therefore is to find “false positives:” Occasions when the discriminator fails to reject a counterfac-
tual location suggested by the generator. Discriminator networks do not necessarily make binary predictions,
but may give a continuous activation score that indicates how likely a location is to be real.?® In practice, I
recommend looking for locations with high activation scores, and performing an additional propensity score
matching (or matching based on the activation scores of the discriminator) to the real treatment locations to
select from the (potentially many) false positives one can generate. Such locations are likely to be decent
matches for the real treatment locations, since they must share features of realized locations in order to
achieve these high activation scores.

In the remainder of this section, I discuss how to tune generic machine learning methods to find suitable
candidate treatment locations in social science applications. I recommend four high-level implementation
decisions in adapting these methods. First, discretization of geographic space into a fine grid for tractability.
Second, convolutional neural networks capture the idea that spatial neighborhoods matter in a parsimonious
way. Third, incorporating the adversarial task of the discriminator into a classification task for the generator
greatly simplifies training. Fourth, data augmentation (rotation, mirroring, shifting) for settings where

absolute locations and orientation are irrelevant.

DiscrETIZATION To tractably summarize the relative spatial locations of individuals and treatment locations,
I recommend discretizing geographic space into a fine grid. Discretization provides an approximation that
is particularly tractable for the convolutional neural networks recommended below. In principle, future
improvements to, for instance, Capsule Neural Networks (Hinton et al., 2011) or other novel methods, may
replace this as the preferred architecture and eliminate the need for discretization.

For each grid cell, one can include a count of individuals with residence in the cell, potentially separately for
individuals with different values of covariates, as well as average covariate values of the individuals in the cell
or other moments of their covariates. Based on the architecture of convolutional neural networks, suggested
below, it is typically not necessary to also pre-compute covariates describing the neighborhood of each cell.
The convolutional neural network can compute such neighborhood averages if they are helpful for predicting
the outcome (here, whether a location is likely to be treated). If the grid is very fine, this discretization
retains almost all meaningful information about relative locations. For instance, in the application of this
paper, each grid cell has size 0.025mi x 0.025mi (approximately 40m x 40m). The discretized grid creates
a three-dimensional array: The first two dimensions determine spatial location, and the third dimension
enumerates the different covariates that are summarized. Rather than taking the spatial dimensions to be
entire regions, I recommend using square cutouts of regions such that the probability of treatment in the

approximate center of the cutout is plausibly only affected by individuals and covariates within the cutout.

CONVOLUTIONAL NEURAL NETWORKS Convolutional neural networks have been particularly successful at
image recognition tasks (cf. Krizhevsky et al., 2012). In image recognition tasks, the input is a 3D array: a
2D grid of pixels, with multiple layers corresponding to the RGB color channels. For spatial treatments, the
input also is a 3D array: the 2D spatial grid with layers corresponding to different covariates as described

above.

25Depending on the network architecture, the activation score can have an interpretation as the posterior (conditional)
probability of the location given the covariates in a Bayesian sense. However, in practice it appears preferable to separately
estimate propensity scores based on the real locations and the counterfactual locations actually chosen for the analysis. Estimating
the propensity score separately allows better balancing of relevant covariates in the sample that is actually used for estimation.
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Figure 8: Convolutions in a neural network allow the prediction of a candidate location in a grid cell to
depend on the characteristics of neighboring grid cells (up to a user-specified distance). These models remain
parsimonious by requiring the same “neighborhood scan” to be performed for each grid cell.

Convolutional steps in neural networks generally retain the shape of the 2D grid, but the value of each
neuron is a function of the covariates (or neurons) of the previous step not just at the same grid cell, but
also the covariates (or neurons) at neighboring grid cells. Figure 8 illustrates this aspect of the convolution
operation. However, the particular way in which the neighborhood of a grid cell is averaged is the same for
any point in the grid. This makes convolutional layers substantially more parsimonious than fully connected
layers, and allows the neural network to capture neighborhood patterns appearing in different parts of a
region in a unified way.

In particular, I recommend using at least two convolutions with reasonably large spatial reach. Consider
the application in this paper, where grocery stores are spatial treatments and restaurants are outcome units
with foot-traffic as the outcome variable. The first convolution allows each grid cell to see what other cells are
around it. In the example, the output of the first convolution for a particular grid cell may be: “There are 3
grocery stores nearby, 4 competing restaurants very close, and 10 restaurants within walking distance.” The
second convolution then uses the information on such neighborhoods to determine whether treatment is likely
in a grid cell: “If there are many grid cells nearby (in all directions) containing restaurants or grocery stores
facing much competition, this location is probably in the center of a shopping area and reasonably likely
to contain another grocery store.” Intuitively, the first convolution may measure what is important to the
restaurants, while the second convolution translates how that is important for the treatment location choice,
mirroring the two-part conditioning in the unconfoundedness assumption (Equation 12) of the previous

section.
ADVERSARIAL CLASSIFICATION Generative adversarial networks (Goodfellow et al., 2014) are oftentimes

difficult to train despite recent advances such as networks with Wasserstein-type criterion function (Arjovsky

and Bottou, 2017; Arjovsky et al., 2017). The difficulty arises because the training of generator and
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discriminator needs to be sufficiently balanced such that both improve. For instance, if the discriminator early
on becomes (close to) perfect at discriminating between the proposals of the generator and the real treatment
locations, the gradient for the generator is flat (no progress in any direction) and hence the generator fails to
improve. Similarly, if the discriminator is insufficiently flexible, even poor proposals by the generator may
pass, such that the false positives are not necessarily similar to the real treatment locations.

In contrast, convolutional neural networks for image classification are much easier to train, and in this
case can be adapted to the same task. I therefore recommend to set up the problem of finding candidate
treatment locations as a classification task. Specifically, the convolutional neural network takes a 3D input
array and “classifies” it into, say, 101 categories, where categories correspond either to the 10 x 10 = 100 grid
cells in the center of the region (cutout), or an additional “no missing treatment location” category. The
distinction from other generation tasks is that here the set of possible outputs is relatively small, for instance
the 101 categories described above. In contrast, in image generation there are practically infinitely many
possible images that could be generated.

To retain the adversarial nature of the task, I propose simultaneously training the classification on three
sets of data, and adding a final fully-connected layer. The three sets of data are as follows: First, regions with
at least one real treatment location, but with one treatment location removed. The correct classification of
such region data is into the category corresponding to the grid cell where the treatment location was removed.
Second, regions with at least one real treatment location, but without any treatment location removed. The
correct classification of such region data is into the no missing treatment location category. Third, regions
without treatment locations. These are also classified as not missing any treatment location. The output of
the convolutional layers is a prediction for each grid cell, of whether it is missing a treatment location. The
final fully-connected layer can then combine these location-specific predictions into the categories mentioned
above; one corresponding to each of the central grid cells, plus one corresponding not to a grid cell but for
cases where no treatment location is missing. The neural network then balances two tasks: a generative task of
picking the correct location if a treatment location is missing, predominantly performed by the convolutional
layers; and a discriminatory task of deciding whether a treatment location is missing at all, predominantly
performed by the final fully-connected layer. This structure retains the attractive interpretation of generative
adversarial networks, but is substantially easier to train. It also resembles denoising autoencoders (cf. Vincent
et al., 2008), where the removal of a real treatment location represents noise added to the input, with the
autoencoder trained to remove the noise, here meaning to add the removed real treatment location. The
second and third set of training examples also resemble adversarial examples and adversarial training (Biggio
et al., 2013; Szegedy et al., 2013).

The setup as an adversarial task, as well as prediction of categories, additionally is beneficial because
it generates draws near the local modes rather than the mean of the treatment location distribution (cf.
Goodfellow, 2016; Lotter et al., 2016). Suppose regions consist of three possible locations in one-dimensional
space: 1, 2, and 3. For instance, 2 may be the city center, while 1 and 3 are suburbs on either side of
the city. In the data, if a region is treated, treatment always occurs in the suburbs; either at location 1
or at location 3, each with probability 0.5. However, estimating the likely location of the treatment with
the familiar mean squared error loss function will estimate the mean of the treatment location distribution,
predicting treatment at location 2. In contrast, the adversarial loss function as well as loss functions used for
classification tasks, will predict either 1 or 3 because these are most likely to be the correct location, and
there is little or no difference between which incorrect location or category is chosen. In general adversarial

networks, one input to the network is white noise. This noise effectively chooses between the different local
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modes of the distribution. In the setup as a classification task proposed here, data augmentation plays a

similar role.

DATA AUGMENTATION Data augmentation (e.g. Yaeger et al., 1996; Simard et al., 2003; Ciresan et al., 2012;
Krizhevsky et al., 2012) serves two closely related purposes. First, rotating, mirroring, and shifting regions,
while maintaining relative distances, produces additional, albeit dependent, observations. This is helpful
since training neural networks requires large numbers of training samples. Second, these transformations
effectively regularize the parameters of the estimated model. One can choose transformations that induce
equivariance to rotation, mirroring, and shifts as appropriate for the particular setting. For instance, in many
applications in the social sciences, North-South and East-West orientation is irrelevant on a small scale; only

the relative distances matter.26

In particular, suppose an individual who visits a business to the North of her
home because it is on the way to work in the North. If the whole space was rotated, the individual equally
visits the same business now to the West as it is still on the way to work, now also rotated to be to the West
of her home. In image classification, the use of similar data augmentation is common and often associated
with greater generalizability of the learned models.

Shifting the entire grid has two further desirable effects: First, if one imposes a continuous shift of relative
coordinates in combination with a fixed grid, the exact discretization becomes less relevant. The average
(across draws from the shift distribution) distance in grid cells between two observations becomes directly
proportional to their actual distance. Second, the location of an observation within a grid cell is no longer fixed.
This is attractive because the classification is not actually informative of whether the candidate treatment
location is at the center or towards the edge of a grid cell. With a continuous shift of the observations, the
center of the grid cell points to different absolute locations depending on the shift. One can then average over
several realizations of the shift to reduce the influence of the particular translation of grid cell to absolute
location.

There are at least two notable alternatives or complements to data augmentation in the machine learning
literature. First, spatial transformer networks (Jaderberg et al., 2015) attempt to estimate a rotation or other
transformation that makes the subsequent classification task as easy as possible. Second, some recent work
considers imposing the desired in- and equivariance properties on the convolution kernel or adding layers to
the network that effectively average the appropriate kernel coefficients (Cohen and Welling, 2016; Dieleman
et al., 2016; Gens and Domingos, 2014; Dudar and Semenov, 2018; Dzhezyan and Cecotti, 2019). However,
data augmentation and other regularization techniques may achieve the first order gains implied by these
properties (Srivastava et al., 2014; Kauderer-Abrams, 2017; Yang et al., 2019), and may hence suffice for
the purpose of finding appropriate counterfactual treatment locations. One can also inspect the models to
assess the implied degree of equi- and invariance (Goodfellow et al., 2009; Zeiler and Fergus, 2014; Lenc and
Vedaldi, 2015).

6.3 ESTIMATING PROPENSITY SCORES

Suppose candidate treatment locations S are known (in all regions), for instance as output of the convolutional
neural network classification task described in the previous section. The remaining challenge in implementing

the methods proposed in this paper is the estimation of the “propensity score” Pr(s € £). I briefly sketch

26 Applications in environmental economics are a notable exceptions if, for instance, wind direction is relevant. In such cases,
rotation hinders the ability of the model to capture patterns due to e.g. wind consistently blowing from one direction, and may
require inclusion of wind direction in estimation. The choice of appropriate data augmentation is therefore application specific.
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propensity score estimation in two canonical settings: a fixed number of realized treatment locations per
treated region (often just one realized location), and independent Bernoulli trials determining realization
of treatment at candidate locations. When treatment probabilities are estimated rather than set by design,

doubly-robust and sample-splitting approaches may reduce the impact of estimation error.

FiXxED NUMBER OF REALIZED TREATMENT LOCATIONS Suppose there are a fixed number of realized
treatment locations per treated region, as in Section 4. Then the problem of propensity score estimation
resembles discrete choice modeling: There are |S;| discrete alternatives in region j, a fixed number of which
is realized. Note that for this estimation, only regions with realized treatment, W; = 1, are used. Untreated
regions do not contain relevant information for this task. However, the estimated discrete choice model is
used to predict propensity scores for candidate locations in both treated and control regions. See, for instance,
Greene (2009) for an overview of estimation methods.

It is particularly important not to treat this setting as one with independent Bernoulli trials when regions
and candidate location characteristics are heterogeneous. Suppose there are two types of candidate locations
and two types of regions. The first type of candidate locations is in high income neighborhoods, while the
second type is in low income neighborhoods. Within a region, treatment is substantially more likely to occur
at a candidate location in high income neighborhoods. However, the first type of region has many high income
neighborhoods and very few low income neighborhoods, while the second type has a small number of each
type of neighborhoods. Then the marginal probability of realization (unconditional on region, but conditional
on neighborhood type) might be lower for candidate locations in high income neighborhoods because they, on
average, face more competition for the fixed number of realized treatment locations in their regions. Hence, a
researcher estimating propensity scores as if assignment was independent will systematically overestimate the
probability of treatment in low income neighborhoods, and underestimate the probability of treatment in
high income neighborhoods. Discrete choice modeling resolves this issue by specifically considering the choice
set; that is, the particular types of candidate locations available in each region.

When data from many regions are available and regions are heterogeneous in their characteristics, one
can additionally estimate the probability that a region is treated. Based on Assumption 3, one may estimate
the region propensity scores 7; by (logistic) regression of the region treatment indicator W; on region
characteristics Z;. When no separate covariate data is available, one can create region characteristics based
on the number of individuals in the region, |I;|, the number of candidate locations in the region, |S;|, the area
of the region (based on the locations r; of individuals), or population density. Even when these characteristics
did not directly feature in the experimental design, adjusting for such pre-treatment covariate may improve
estimates in finite samples (cf. Hahn, 1998; Hirano et al., 2003; Frolich, 2004b).

INDEPENDENT BERNOULLI TRIALS When treatment assignment is independent across locations, as in
Section 5.1.2 by Assumption 7, propensity score estimation for spatial treatments is similar to propensity
score estimation for individual-level treatments. Logistic regression is a simple option. Each candidate
treatment location s € S is a separate, independent, observation. With logistic regression, regress the
indicator W, = 1{s € £} on covariates Z, that describe the neighborhood of candidate location s, as well as

on (moments of) the characteristics of individuals near location s, (X;);. q(s,r,)=q for all distances of interest d.

USING ESTIMATED PROPENSITY SCORES In observational studies, the propensity score is typically estimated
by the methods above rather than known. The design-based analysis proposed in this paper studies the

behavior of estimators in the thought experiment of an experiment based on these estimated locations and
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propensity scores, effectively conditioning the analysis on them. Even when the propensity score is known,
there may be benefits from using estimated propensity scores for parts of the analysis as in experiments with
individual-level treatments (cf. Hahn, 1998; Hirano et al., 2003; Frolich, 2004b).

To reduce the effect of estimation error from this first-stage propensity score estimation, I also report point
estimates based on sample splitting and a doubly-robust moment condition (e.g. Chernozhukov et al., 2018)
in the application in Section 7. When, for instance, estimated propensity scores are close to 0 or 1, the inverse
propensity score weighting estimators proposed in this paper may perform poorly (cf. Frolich, 2004a; Busso
et al., 2014) because small estimation errors in the propensity scores have large effects on the weights when
denominators are close to zero. Note, however, that currently available inference for doubly-robust estimators
is typically sampling-based and therefore does not have the same interpretation as the design-based inference
of this paper. Existing inference procedures may therefore not take the spatial correlations, in exposure
to treatment and in outcomes, into account correctly from a design-based perspective. Furthermore, while
existing inference procedures may take into account propensity score estimation, additional work is required
to also address uncertainty in the locations of the estimated counterfactual locations.?” In practice, empirical
researchers might be particularly concerned about the robustness of estimates to particular, conceptually
irrelevant, design choices and random seeds used in the generation of counterfactual treatment locations.
In the application, I therefore show that estimates from differently parameterized neural networks, and
counterfactual treatment locations generated from different random seeds, do not produce substantively
different point estimates, even though the exact counterfactual locations used may differ. Despite issues
of design-based inference, estimators based on doubly-robust moments and sample splitting likely still
substantively reduce the effect of error due to propensity score (and outcome model) estimation, and I report

point estimates from such estimators in the application.

7 APPLICATION: FooT TRAFFIC IN TIMES OF COVID-19

Did grocery stores bring additional foot-traffic to nearby restaurants during COVID-19 shelter-in-place policies
in April of 20207 Grocery stores may have causal effects on the number of customers to nearby restaurants
if they draw customers into the shopping and business area. In particular during the first few weeks of
COVID-19 shelter-in-place policies, when individual mobility was greatly reduced, getting groceries may have
been one of the few trips still made. If grocery store customers are more likely to stop by coffee shops or
restaurants for pick-up orders right before or after getting groceries, restaurants and similar businesses may
receive more foot-traffic if there is a grocery store nearby. Large department stores serving as “anchor stores”
of shopping malls may play a similar role in normal times. Relatedly, Jia (2008) studies the effects of new
Wal-Mart stores on existing businesses. Athey et al. (2018) study the effect of restaurant closings on nearby
restaurants.

In the framework of this paper, grocery stores are the spatial treatments, restaurants are the (outcome)
individuals, and foot-traffic (the number of customers) is the outcome of interest. I argue that the inner
ring vs. outer ring empirical strategy used in recent studies is unattractive in this setting: Its identifying
assumptions are not credible, and it requires discarding the majority of the sample for practical reasons. I
show how to implement the methods proposed in this paper, and argue that the control groups these methods

are based on are preferable to outer ring control groups.

27The difficulty of taking into account which counterfactual locations are used resembles issues in inference for matching
estimators of treatment effects, where standard procedures condition on the matches and take a sampling based view of the
outcomes of individuals (cf. Abadie and Imbens, 2006, 2008, 2011, 2016).
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The average treatment effect of interest is identified by an ideal experiment where some grocery store
locations are randomly closed during COVID-19 shelter-in-place policies. Specifically, take a restaurant i
near a grocery store at location s. What is the difference between the number of customers of restaurant ¢
during the COVID-19 shelter-in-place policies when there is a grocery store at location s, and the number of
customers of the same restaurant i if there was no grocery store at location s, holding fixed the locations of
all other businesses and grocery stores? In the notation of this paper, if S are the locations of other grocery
stores, the treatment effect of interest is 7;(s) = Y;(S U {s}) — Y;(S). This effect is distinct from fixing a
spatial location near a grocery store, and considering the difference in the outcome (during COVID-19) of
the restaurants that exists at this point in space when there is a grocery store nearby, and the outcome (also
during COVID-19) of the, possibly different, restaurant that would have been at the same location, had there
never been a grocery store nearby.

The effects of grocery stores on nearby restaurants are informative about several questions. Do grocery
stores have (positive) externalities on other businesses? If so, should mall operators subsidize grocery stores
through lower rent such that they internalize these externalities, to support other businesses in the mall? In
the context of pandemics, are grocery stores likely choke points leading to bunching of customers at nearby
restaurants instead of spreading out across all restaurants, increasing the risk of infections? Alternatively,
grocery stores may resolve a coordination problem: Suppose that the overall reduced number of restaurant
customers is insufficient to operate restaurants profitably or with reduced loss when spread across all
restaurants. Grocery stores may then help to resolve a coordination problem between restaurants, by focusing
potential restaurant customers on the nearby restaurants.

I use SafeGraph data on the number of customers of each business in the week starting April 13, 2020.
SafeGraph (2019) describes the algorithm used for attributing visits to businesses. Generally, pick-up orders
as well as outside dining are likely picked up by the algorithm as long as a customer’s smartphone sends
location data at the point of interest for more than one minute. For errors in attribution to matter in the
application of this paper, they need to correlate with the presence or absence of nearby grocery stores. I
restrict the sample to businesses in the area between San Francisco and San Jose in the San Francisco Bay
Area, as highlighted in Figure 9. There are 167 grocery and convenience stores (triangles in the figure),
as well as 1627 distinct restaurants (black circles) within 0.5 miles from any of the grocery stores (real or
counterfactual). See Appendix B.1 for details on sample construction.

The outcome of interest is the inverse hyperbolic sine of visits to restaurants, with visits as measured
by SafeGraph. For external validity, that is to interpret the percentage point effect on the number of
SafeGraph-tracked customers as the overall effect, one needs to assume that SafeGraph’s sample selection is
orthogonal to the presence and absence of grocery stores. Otherwise, the estimates retain internal validity as
the effects on the number of SafeGraph-tracked customers to these restaurants, but may not be informative
about the total number of visits. The inverse hyperbolic sine allows for zero visits, and effects on it can
be transformed into elasticity estimates similar to log(y) or log(y + 1) specifications (see Bellemare and

Wichman, 2020, for a discussion).?®

7.1 INNER vS. OUTER RING

Figure 10 illustrates why comparisons between observations on an inner ring and observations on an outer

ring around a strategically chosen location are often not attractive. Here, businesses (blue circles) on the

28The inverse hyperbolic sine is defined as arcsinh(y) = In(y + /2 + 1). Hence arcsinh(0) = 0, arcsinh(1) ~ 0.9, arcsinh(2) ~
1.4, and arcsinh(y) =~ In(y) + 0.7 if y > 3.

56



- Garin
62) Regional Pi
@ Carpenter.
Eden Landing
Ecological

Reeoye Union City

AAA
.

Newark

Don Edwards

San Francisco

Bay National
Wildlife...

°
Redw®d Park
Wodlside

Jlm s B "s‘;ﬂ 5

n * 4 q
°
El Corte de rs N Aggj
Madera Creek Ap |
Preserve N v
Tunitas ov,o\dvmley‘ ° o RS '
° I )
Los Trancos o o
- reaionda Woods loyoa , | A

Figure 9: The sample includes businesses in the San Francisco Bay Area between San Francisco and San
Jose. The locations of real grocery and convenience stores are marked by solid red triangles. Restaurants are
marked by black circles. The black triangles are grocery stores outside the main study area; their location is
considered fixed and restaurants near them are not part of the estimation procedure. In total, there are 167
grocery and convenience stores, as well as 1627 distinct restaurants that were open as of January 2020 within
0.5 miles from any of the grocery stores (real or counterfactual within the main study area).

inner ring are at a distance of 0.1 £ 0.025 miles from the grocery store (orange triangle), while businesses on
the outer ring are at a distance of 0.25 £ 0.025 miles from the same grocery store. While inner ring businesses
are part of the same strip mall, outer ring businesses are outside of the primary shopping areas. Interpreting
differences in outcomes for these two groups of businesses as causal effects requires assuming that outer ring
businesses are unaffected by treatment and have similar outcomes as inner ring businesses in the absence of
treatment. Generally, distance from treatment often correlates with many other variables (Kelly, 2019). With
small numbers of grocery stores (see below), the mode of average treatment effect estimates of an inner ring
vs. outer ring empirical strategy may not be close to the true average effect, even if the locations of grocery
stores were random. This arises due to spatial correlations in outcomes even in the absence of treatments (cf.
Lee and Ogburn, 2021, in a network setting). See Section 2 for a concrete example suggesting that except for
knife-edge cases, such estimators are only unbiased if the outcome surface is flat.

In this application, the absence of pre-trends in event study plots would not be particularly informative
about the validity of the underlying assumption. With panel data, restaurants on inner and outer rings are
allowed to have different average levels of customers, but trends (in the inverse hyperbolic sine) of the number
of customers must be parallel. However, even if panel data suggested that trends between inner and outer
ring restaurants were indeed parallel pre COVID-19, one may question whether this is informative about
trends in (potential) outcomes during COVID-19 shelter-in-place policies. Given the dramatic decrease in
customers for all restaurants, it is questionable that this decrease would have occurred in parallel with only a
shared additive shift (in the inverse hyperbolic sine) for inner and outer ring restaurants in the absence of
treatment.

Furthermore, the estimand of a difference in differences estimator in this setting is the additional effect of

grocery stores on nearby restaurants during COVID-19 on top of any effects that may have already existed
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Figure 10: The comparison of businesses on an inner vs. outer ring around a particular grocery store. The
grocery store is marked by an orange triangle in the center of the figure. Other businesses are small blue
circles. Businesses on the gray inner ring, at a distance of 0.1 4 0.025 miles, are primarily in strip malls, while
businesses on the gray outer ring, at a distance of 0.25 4 0.025 miles, are away from these main shopping
areas.

pre COVID-19. Even if the parallel trends assumption was credible, this estimand differs from the estimand
of interest described above. The difference in differences estimand can be negative even though the effect of
grocery stores on nearby restaurants is positive during COVID-19 if the effect of grocery stores pre COVID-19
was also positive but larger in magnitude, for instance due to differences in the scale of the number of
customers.

Finally, in most instances, restaurants on the outer ring around a grocery store are not actually far away
from grocery stores (“untreated”), as illustrated by panel (a) of Figure 11. Here, some of the businesses
on the outer ring centered around the grocery store in the center of the figure are very close to a second
grocery store to the North. Applying the inner vs. outer ring estimator in this setting therefore requires
restricting the sample to the neighborhoods of the few grocery stores that are sufficiently far away from other
grocery stores. Specifically, to guarantee the absence of interfering grocery stores for an outer ring “no effect”
distance of 0.250 miles, only grocery stores with no other grocery store within 2 x 0.250 miles can be used.
Panel (b) of Figure 11 shows the locations of the remaining 23 grocery stores. Compared to Figure 9, these
grocery stores are in more remote locations, with noticeably fewer nearby restaurants. While the average
treatment effect of grocery stores in such locations may continue to be of interest, it is plausibly distinct from

the treatment effect in areas with higher population or business density.

7.2 QUASI-EXPERIMENTAL ESTIMATORS FOR SPATIAL TREATMENTS

This application follows the framework of Section 5.1 for a single contiguous region with independent treatment
assignment. The key idea behind identification for the proposed methods is that the location of a grocery store
is as good as random between candidate locations with similar numbers and industries of nearby businesses.
Figure 12 shows an example of an ideal comparison where the only difference between the (parts of the)

regions is the absence of the bottom-most grocery store, and all other relative locations are the same.
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(b) Sample of Isolated Grocery Stores

Figure 11: Panel (a) shows an example of a grocery store (triangle in the center) with a second “interfering”
grocery store (triangle towards the top) nearby. Some businesses on the outer ring are close to (treated by)
this second grocery store and therefore not a valid control group. Panel (b) shows that restricting the sample
to the 23 (out of 167) grocery stores without interference leads to a sample selected heavily towards less
business-dense areas compared to the overall sample shown in Figure 9.
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Figure 12: To estimate the effect of the bottom treatment location (orange triangle) in the region of panel (a),
the task is to find another region with similar relative locations of businesses but missing the particular

grocery store, as in panel (b).
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The approach I propose for observational data proceeds in two steps: First, it finds good “matches” for
each grocery store; that is, locations without a grocery store that are similar in terms of the number, types,
and relative locations of other businesses and grocery stores. Second, estimate treatment effects assuming the
matched data resemble the ideal experiment of randomizing grocery stores between the real and counterfactual
candidate treatment locations. I recommend inverse propensity score weighting estimators based on the
results of sections 4 and 5.1. Conceptually similar combinations of matching or stratification and propensity
score weighting or regression adjustments have been advocated for by Abadie and Imbens (2011), Imbens
and Rubin (2015, ch. 17), and Kellogg et al. (2021), among others.

7.2.1 PREDICTING GROCERY STORE LOCATIONS

The grocery store location prediction following Section 6.2 discretizes the South Bay region into a fine grid
and aggregates characteristics of businesses in each grid cell. Figure 13 illustrates the discretization for the
surroundings of an example grocery store, see panel (a). For each grid cell, record the number of grocery
stores as in panel (b). Other characteristics of each grid cell, for instance the number of businesses by industry
are recorded in similar grids as in panel (c).

Based on this discretization, I use convolutional neural networks as described in Section 6.2 to find
counterfactual candidate grocery store locations that are indistinguishable from the real grocery store
locations. Details on the implementation are given in Appendix B.2. Since the method can find a very
large number of counterfactual grocery store locations, I use matching (based on node activation, implied
probability, and a propensity score estimate) to narrow the sample down to a smaller but more balanced
sample of real and counterfactual grocery store locations. To estimate propensity scores in this setting, I
assume that grocery store openings are independent decisions at each location, Assumption 7. In practice,
this assumption is primarily relevant at the margin of opening (or closing) additional grocery stores relative
to the existing grocery stores. Since there are neighborhoods similar in other businesses but differing in the
number of grocery stores, this assumption may offer a reasonable approximation.

The inverse probability weighted real and counterfactual grocery store locations are similar in everything
except their exposure to real grocery stores, which differs by one additional grocery store. Figure 14 shows
that the exposure to treatment is as intended: Suppose we estimate the treatment effect on restaurants at
a distance of 0.075 — 0.1 miles; top row, fourth panel from the left. Among these restaurants, those near
real grocery store locations are exposed to the same number of grocery stores on average at all distances
except at 0.075 — 0.1 miles as those near counterfactual locations. Hence, the estimator plausibly estimates
the effect of one additional grocery store at a particular distance, holding fixed the number of grocery
stores at other distances. Furthermore, the composition of nearby businesses is similar between real and
counterfactual grocery store locations at any distance. Figure 15 shows that, holding fixed distance from a real
or counterfactual grocery store location, the neighborhoods of “treated” restaurants (near real locations) have
a similar business composition as the neighborhoods of “control” restaurants (near counterfactual locations).
A comparison of restaurants on inner vs. outer rings around real grocery stores would lead to systematic
differences in the industry composition of the neighborhood of treated and control restaurants. Overall,
these figures lend credibility to the treatment effect estimators proposed in this paper. Treated and control

restaurants are alike, except for a single additional grocery at the intended distance.
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Figure 13: The neighborhoods of each grocery store are placed in a fine grid (0.025mi x 0.025mi) as shown
in panel (a). For each cell, the number of grocery stores is shown in panel (b), and the number of other
businesses in panel (c). In practice, I create multiple grids as in panel (c), each capturing the number of
businesses of a different industry. Additionally, one could add similar grids containing for instance average
age and 0.75 quantile of earnings of customers of businesses in each cell, or residents living in the census tract
covering the cell. The prediction of grocery store locations then uses augmented data, where one grocery
store is removed from the grid in panel (b), and the data from grids as in panel (c) is used together with the
augmented grid of panel (b) by a convolutional neural network to predict the location of the removed grocery
store.
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Figure 15: The composition of businesses near real and counterfactual grocery store locations is similar.
The figure plots, by distance from real or counterfactual grocery store location, the fraction of businesses
that fall into one of four different industries. It is encouraging that counterfactual grocery store locations
mimic the business composition pattern across distance of real grocery store locations. Since the fraction
of businesses that are, for instance, restaurants decreases meaningfully across distances, the neighborhoods
and competition experienced by restaurants on inner vs. outer rings would differ systematically. In contrast,
focusing on restaurants at a fixed distance from real vs. counterfactual locations leads to a comparison of
restaurants in similar neighborhoods, as measured by business composition.



7.2.2 ESTIMATING TREATMENT EFFECTS

Given candidate treatment locations and propensity scores, I estimate treatment effects with the estimator of
Section 5.1.

To interpret the estimated effect as the average effect of opening single grocery stores, rather than the
marginal effect of adding a grocery store to existing exposure, one can make the additivity Assumption 5.
Additivity may be plausible if each additional grocery store brings new customers into an area. During
COVID-19, customers may reduce the number of different grocery stores they shop at to limit their exposure.
Furthermore, there is differentiation in the grocery store market: The customers at discount grocery outlets
may be distinct from the customers at Whole Foods.

Table 1 reports the estimates and standard errors for distances up to 0.25 miles, as well as the percentage
effect relative to the mean number visits of the control restaurants at that distance. Figure 16 visualizes the
effect by distance under the inverse hyperbolic sine transformation. Estimates for alternative transformations
such as the logarithm of visits + 1 or the logarithm conditional on a strictly positive number of visits are very
similar and not reported. At very short distances, restaurants have almost three times the visits (+187%) if
they are near real grocery stores rather than near counterfactual grocery store locations. If the grocery store
is 0.05 or more miles away, it has no more effect on the businesses.

The treatment effect estimates are relatively noisily estimated because grocery stores close to one another
create (potential) interference that reduces the effective sample size. To define the exposure mappings
underlying the standard errors shown in Figure 16 and reported in Table 1, I assume that grocery stores have
no effect on visits to restaurants that are more than 0.15 miles away. The marginal treatment effect estimates
past this distance are economically small and (under the assumption that there indeed is no effect past 0.15
miles) statistically indistinguishable from zero, suggesting the data are consistent with this assumption. The
estimator uses 167 real grocery store locations as well as well as 308 counterfactual grocery store locations. If
each (real as well as counterfactual) grocery store location and its nearby restaurants were in a separate,
independent region such that there was no interference, standard errors would be less than half compared to
the standard errors that do take into account possible interference. This implies that interference here causes
the effective sample size to be only a quarter of the actual sample size. In settings with interference, there
hence is a trade-off when choosing counterfactual locations: use more counterfactual locations to have more
flexibility to generate (average) covariate balance and to reduce the variance of the estimate of the control
mean, or use fewer counterfactual locations to reduce the extent of interference.

T also estimate the effect of grocery stores on visits to restaurants using a doubly-robust moment (e.g.
Chernozhukov et al., 2018). The natural extension of the ATT-moment to the spatial treatment setting with

interference is

e(s)(1 - 1{s € £}) (Y — u(X,9))
(1 —e(s))

where E(1-(4)) averages over all combinations of candidate grocery store locations s and restaurants 4

Uria) = Hs € (Y = (@) — (X, €\ {5)) ) -

satisfying d(s,r;) &~ d. 1{s € &} plays the role of the “treatment indicator.” The function u(X,.S) gives the
expected outcome (inverse hyperbolic sine of number of visits) for a restaurant with covariates X, including
neighborhood characteristics, when there are grocery stores at locations S. For a restaurant near a real
grocery store, the conditional mean function is evaluated in the absence of the nearby grocery store s, £\ {s},
with the parameter of interest, 7(d), capturing the difference between actual outcome and expected outcome

in the absence of the nearby grocery store. For restaurants near a counterfactual candidate location s,
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Figure 16: Treatment effect estimates by distance. The vertical axis shows the difference in the inverse
probability weighted mean inverse hyperbolic sine (similar to log) of visits to restaurants near real grocery
stores and restaurants near counterfactual grocery store locations. There is a substantial estimated treatment
effect at very short distances of up to 0.025 miles, and no meaningful difference between treated and control
businesses at larger distances.

the conditional mean function is evaluated at the background treatment exposure level S. The propensity
score e(s) gives the probability that there is a real grocery store at candidate location s, conditional on
characteristics of the neighborhood of s. This moment function satisfies the Neyman orthogonality condition
of Chernozhukov et al. (2018). Relative to the spatial experiment estimator, which treats the propensity
score as known, this estimator has the advantage of reducing the impact of small errors in the estimated
propensity score through orthogonalization.

Overall, the inverse propensity score weighting estimator and the doubly-robust estimator yield very
similar results as shown in Table 1 above. Grocery stores have an economically large positive effect during
COVID-19 shelter-in-place policies only at short distances of less than 0.025 miles. Intuitively, grocery store
customers do visit nearby restaurants and coffee shops, but are unlikely to walk for more than a couple of

minutes from the grocery store location.

8 (CONCLUSION

The aim of this paper is to argue that leveraging quasi-random variation in the location of spatial treatments
is both conceptually attractive and feasible in many settings in practice.

I propose a framework and experimental approach for estimating the effects of spatial treatments. This
approach uses random variation in the realized locations of the spatial treatments for causal identification. I
argue that an alternative empirical strategy, which compares inner and outer rings around realized treatment
locations, commonly used in practice is not justified by the same random variation, but instead identifies
causal effects only under partly conflicting nonparametric, or functional form assumptions.

To operationalize the (quasi-) experimental approach with observational data, I propose a machine
learning method to find counterfactual locations where the treatment could have occurred but did not. The
proposed method specifically leverages that neighborhood characteristics are predictive of both the location of

treatments and the outcomes of individuals. Convolutional neural networks learn this rich spatial dependence
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structure encoding relevant institutional features from the data. I incorporate the appealing properties of
generative adversarial networks in a classification problem that leads to much simpler training in practice,
similar to denoising autoencoders.

I illustrate the proposed methods in an application studying the causal effects of grocery stores on foot-
traffic to nearby restaurants during COVID-19 shelter-in-place policies. I find substantial positive externalities
of grocery stores on nearby restaurants: Foot-traffic to restaurants within a couple of minutes walking from
real grocery stores is almost double the foot-traffic to restaurants that are in similar locations but without a
nearby grocery store. This effect is very local; there is no discernible effect at larger distances, suggesting
grocery stores may concentrate consumers into a relatively small number of restaurants at particularly
convenient locations.

Several key questions remain for future research. In some settings, the spatial treatment is endogenous,
but geographic characteristics which are continuous in space are available as plausibly exogenous instruments
(cf. Feyrer et al., 2017, 2020; James and Smith, 2020). It is unclear how to construct powerful instruments
from such geographic characteristics and incorporate them in the causal framework of this paper. In this
paper, I also assume that there is no migration response to the treatment. To allow for migration, one could
either focus on outcomes at fixed geographic locations instead of outcomes of fixed individuals or embrace a
local average treatment effect (Angrist et al., 1996) interpretation with a large number of compliance types if
individuals move to different distances from treatment. The analysis in this paper is focused on estimating
(potentially weighted) average treatment effects. In practice, decision makers may often be more interested in
the optimal location for the spatial treatment. What assumptions allow credible estimation, or prediction,
of the treatment effect for locations that were not candidate locations in the randomization of the (quasi-)

experiment?
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A  THEORETICAL RESULTS

A.1 EXPECTED VALUE OF THE AVERAGE OUTCOME OF TREATED INDIVIDUALS

The average of treated individuals at distance d £ h from realized treatment locations is

¥,(d) = Sier Wity HId(§),ma) — d| < h}Y;
Z’LEH Wj(l)]‘{'d(gj(z),rz) - d‘ < h}

Here, consider the expectation of the term in the numerator corresponding to individual 4, W 1{|d(&; iy, 7:) —
d| < h}Y;. The expected value of the term is

E( 7 (%) ]l{|d g] z)vrz) d‘ < h}}/z)
= B(Wjio H{ld(&0:m:) — d] < B}Yi(g00))
:E<Wj<z‘) > s =& {ld(s, ) —d| < h}Yi(S))
s€8;(i)
> B(Wiw s =&}) 1ld(s,r:) - d| < h}Yis)
SES; (i)
= Z i) 950 (8)L{|d(s, i) — d| < h}Yi(S))
SES; (1)

The first step uses that the realized outcome Y; is the potential outcome corresponding to the realized
treatment. The second step rewrites the potential outcome and distance bin indicator function in terms
of non-stochastic candidate locations s by summing over all possible treatment locations in the region,
ZseSj<i) 1{s = &;(s)}- The third step moves the expectation into the summation, and the non-stochastic
distance bin indicator function and potential outcome out. The final step resolves the expectation in terms of

the probabilities determined by the experimental design, defined in Section 3.

A.2 PROOF OF THEOREM 3

A.2.1 ESTIMATOR

The general estimator of interest in the setting without interference can be written as

s 1-W;
Z; 1 7r] ZSES ]lij(s }ZZEH wi(s, d)Y; Zg 11= nJJ Zsesj Zz‘eﬂj wi(s,d)Y;

7A—w(d) = 1 s J 1-W;
Z] 17 ZseS Efjj(s }Zzeﬂ wi(s, d) Zj:l 177rj] ZseSj Zz‘eﬂj wi(s,d)

where index j denotes regions, W; = 1 if region j is treated at some location, and &; is the single treatment

location chosen in region j (if any). The weight function w;(s, d) is chosen by the user to weight individuals
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i and treatment locations s as desired and primarily place weight on pairs that are distance d apart. For
instance, for the ATT estimator with distance bin, choose w;(s,d) = m;g;(s)1{d(s,r;) < h}. The probabilities
of treatment in regions and locations are given by m; = Pr(W; = 1) and g;(s) = Pr(¢; = {s}|WW; =1).

The first term averages over individuals at distance d from a realized treatment location. The second
term averages over individuals at distance d from counterfactual (unrealized) candidate treatment locations.

The estimator estimates the weighted average treatment effect:

Z;‘]zl ZseSj Zieﬂj w; (s, d)i(s)
Zj:l ZseSJ Zieﬂj w;(s, d)

Tw(d) =

with user-specified weights w.
The experiment considered here is a completely randomized experiment at the region level, where a fixed
number of regions receive treatment at exactly one location each, and treatment in a region is assumed to

have no effect on outcomes in other regions — regions are “far apart.”

A.2.2 APPROXIMATE ESTIMATOR

The estimator 7,(d) is hard to analyze (in finite samples) because the denominators are random. This
arises because, depending on treatment assignment, there may be more or fewer individuals near realized /
counterfactual locations. The same problem exists in standard randomized experiments when the treatment
is randomized by an independent coin flip for each individual, such that the number of treated varies from
assignment to assignment. In that setting, we can instead analyze the experiment with number of treated
fixed at the value observed in the realized sample. Conditioning on the number of realized treatment locations
is not sufficient in the spatial setting because the number of individuals would still vary since some locations
have more individuals near them than other locations. Conditioning on the number of individuals restricts the
assignment distribution asymmetrically — inverting an assignment generally changes the number of individuals
near treatment — such that standard estimators are no longer unbiased by design.

The theoretical analysis of 7, (d) therefore relies on an approximate estimator that fixes the denominators
(at their expected values), and centers the numerators in a way that minimizes the difference between 7, (d)
and its approximation.

The approximate estimator is

S Y MO S wis, d)(Yi — (d))
St Tes, ier, wils,d)

S Tt Yses, Lier, wils, d)(YVi — pe(d))

Y Cses, ier, wils,d)

7~'w(d) =Tw (d) +

where p¢(d) and u.(d) are average potential outcomes:

Lt (d) = Zj:l ZSGSJ- Zieﬂj w;(s,d)Y;(s)
" - Zj:l Zsesj Zieﬂj wj(s, d)

and

E;‘Izl ZseSj Zie]lj w;(s,d)Y;(0)

fw,o(d) =
Zj:l ZseSj Zieﬂj wi(s, d)
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such that
Tw(d) = ﬂw,t(d) — fw,e(d)

A.2.3 QUALITY OF APPROXIMATION

Here, I show that the estimators 7,,(d) and 7,,(d) are very close in large enough samples. This motivates the
use of exact finite sample results for the mean and variance of the infeasible estimator 7,,(d) for inference with
the feasible estimator 7,,(d). The analysis uses the mean value theorem to derive the difference 7,,(d) — 7, (d)
and argues that this difference is small in large enough samples.

As a practical matter, a sample is large enough if the number of individuals near treatment and control
are close to their expected values. The approximation of 7,,(d) by 7, (d) is particular close when also the
average outcomes are close to their expected values.

To simplify notation, define the following shorthands:

J W 1{¢;=s}
o) — Do Lo, o Y, Wil Y,
w,E\H) J W 1{¢=s
Zj—l 7, 2s€ES; E,J(s) ! Zieﬂ wi(s, d)
1-W;
Z] R p— ZSES Zzeﬂ w;(s, d)Y;

el ZJ 1 11 ‘;TV; Zses Z'LEHJ wi (s, d)

fiw(d) = Zj:l ‘;V;J €S, ﬂi'};f} >icr, wis, d)Y;
D=1 2oses; 2aier, Wils: d)

fr.o(d) = Yt T Yses, Sier, wils, DY

Zj:l Zsesj Zz‘eﬂj wi(s, d)
and

A~ 1 ]—5
Duw,t(d JZW Z {f }szsd

J s€S; i€l

J J
ocld) = 5 D0 T 30 P witend)

Jj=1j=1 S€ES; i€l

pw<d) = %Z Z sz(s,d)

j=1 s€s; i€l

where fi,y+(d) and fi, .(d) replicate fi,, ¢(d) and fi, o(d) but with expected values rather than sample averages
in the denominators. The sample average denominators are py, .(d) and p,, .(d) (scaled such that they
converge under suitable conditions when J grows), and the expected value of the denominators is p,,(d)
(similarly scaled).

Without loss of generality, I fix the distance d and weighting w of interest and suppress the dependence
on d and w in the following derivations for ease of presentation.

The feasible estimator written in terms of the shorthand notation is
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while the infeasible estimator is

all
Il

~ ﬁt ~ ﬁc
Mt = pe + it — —fht — fe T — M.
p p

Next, define the function

X/A A o~ o~ _ D . D . ~ ﬁt ~ ﬁc
ADt, Pes it fle) = ot — = fte — (bt — fe + for — — ot — fle + —ftc)
Dt Pe P P
=77

Finally, apply the mean value theorem on A on the interval with endpoints Z = (Pt, Pe, fit, fic) and

x = (p, p, pit, pte). The mean value theorem states that

A(ﬁtaﬁw Iata IELC> - A(p7p7 ,ut,/’LC)

Dt — Dt gi (x)
_ | Pe—pe| |55 @)
At — ot g,i (2)
fie = pe| | ()

where & is some convex combination of £ and zx.

It is straightforward to see that A(p, D, tit, the) = 0. Hence the left-hand-side of the equality above is just
A(]ﬁt, Des fit, fic), such that the right-hand-side is an expression for 7 — 7.

Hence

=7 = (b —P)(—%ﬂt + 1Mt) + (Pe —p)(%ﬂc - l,uc) + (i — ,Ut)(.£ - 1) + (fic — Mt)(—.g + 1)

by p Pe p Pt Pc

Each of the four terms is a product with each factor close to zero under appropriate asymptotics. For
instance, with independent regions and bounded outcomes and number of individuals per region, one can get
VJ(ps — p) — 0. That is, the difference between the estimators 7, (d) and 7,,(d) is negligible under standard
asymptotic frameworks. Since the difference between estimators is very small for large samples, exact finite

sample results for 7,,(d) likely provide decent approximations for 7,,(d) in smaller samples.

A.2.4 TUNBIASEDNESS OF APPROXIMATE ESTIMATOR

Consider the expected value of the estimator 7, (d). To show: FE(7,(d)) = 7, (d). Since 7,,(d) is the first term
of 7,(d), I proceed by showing that E(7,(d) — 7,,(d)) = 0. Since the denominators are non-stochastic, it
suffices to show that the expectations of the numerators are equal to zero. The “first term” and “second

term” designations below therefore refer to the first and second term of 7, (d) — 7, (d).
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The expectation of the numerator of the first term is:

(Z 5> m_s}zm (5,0) (Vi ~ s (d))

SES; i€l
— E(Z Z ]l{fj — S} Zwl s,d)( th(d)))
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The first equality rewrites the observed outcome Y; = Y;(&;(;)) in terms of potential outcome Y;(s) = Y;(;) for
s = §;. The second equality moves all non-stochastic terms out of the expectation. The third equality rewrites
the expectation of indicators as probabilities. The fourth equality distributes the difference Y;(s) — pu ¢(d)
and replaces ., +(d) by its definition. For the second term, the factor multiplying the ratio cancels with the
denominator, and the numerator is equal to the first term, such that the difference is equal to zero.

Analogously, the expectation of the numerator of the second term is:

J
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Hence E(7y(d)) = 7(d).

A.2.5 VARIANCE OF APPROXIMATE ESTIMATOR

The approximate estimator 7,,(d) in Equation A.1 is the sum of three terms. Since the first term, 7, (d) is

fixed, the variance only depends on the last two terms.
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First, rewrite the variance more compactly:
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For the first equality, I replace the observed outcome Y; by the potential outcome corresponding to the
realized treatment state, Y;(s) if W; =1 and 1{{; = s} and Y;(0) if W; = 0. The second equality substitutes
a redefined “treatment indicator”

Tj(S) = W]]l{§] = S}
and Zsesj T;(s) = Wj. For the third equality, distribute out the —1 term of —(1 — (>°,7}(s))) ..., which

is non-stochastic and hence does not contribute to the variance, such that only (>, 7}(s)) ... remains of
the second term. The fourth and final equality above distributes out the Tj(s) of the second term and then
combines the first and second term by factoring out 7 (s).

For ease of notation, define

e Sier, (LB Yi(5) — pua(d) + Lres, S Vi(0) = pueld))
w,j Zj’:l Zs,esj/ Zieﬂj/ wi(s ,d)

such that ;
Var(%w(d)) = var (Z Z E(S)YJ]-(S, d))
j=1s€S;

The only stochastic terms left are the Tj(s); they represent the design-based variation that is due to
random treatment assignment. The average Y (s d) consists only of a sum of potential outcomes, which are
non-stochastic in the design-based perspective, in the numerator and the expected number of individuals near

treatment, which is also non-stochastic, in the denominator.
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The variance of the sum is a sum of all possible covariances:

Var<fw(d)) = V&I’(Z Z T;(s )YJr (s, d))
- Z]: var (Tj(s))z;ﬁj(s, d)?
: <

+Z 3 1{s# sl}COV(Tj(s),Tj(s/)>Y (s,d)Y, (s, d)

Jj=1s€S; s'€S;

3NN N WM A b eov(Ti(s), Ty () Vil (s, )Vl ()

Jj=17'=1s€S; s'€S;/s

The mean, variances and covariances of T};(s) are determined by the experimental design. The expected

value of the location-specific treatment indicator is

E(T;(s)) = 7;g5(s).

Consider

j=j AND s =s" Since T}(s) € {0,1}, Tj(s)* = Tj(s). So
var(Tj(s)) = mjg;(s)(1 — m;9;(s))

j=j AND s # s’ Since at most one location per region is treated, T;(s)T;(s') = 0 if s # s'.
cov(T;(s), T;(s") = =77 g;(s)g; (s")

j#j When j and j' are distinct regions, under Assumption 2 (completely randomized experiment):

E(T;(s)Ty (s') = E(W; Wy 1{§; = s}1{; = s'})
=Pr(W; = YE(W;W; 1{§; = s}1{&; = s'}W; = 1)
+Pr(W; =0 E(W;W; 1{§; = s}1{&; = S/}|Wj =0)
=7;9;(s) E(Wy 1{& = s'HW; = 1)
= m;g;(s) Pr(Wy = 1{W; = )E(Wy 1{§; = s'}W; = 1, W) = 1)
+m;9;(s) Pr(W; =0|W; = 1) E(W; 1{¢;, = S/}|Wj =1,W; =0)
s)

=m;gi(s) Pr(Wj = 1|W; = 1)g;(s")

where Pr(Wj, = 1|W; = 1) is determined by the completely randomized design. Let J; be the (fixed) number

of treated regions in a completely randomized design. Then

Je—1
PI‘(Wj/ = 1|W] = 1) = ﬁ
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since, under Assumption 2, if region j receives treatment, J; — 1 of the remaining J — 1 regions receive
treatment, each with equal probability. So

B(T;(s)T;: (') — E(T;(s) E(T;:(s'))
Jt Jt —1 Jt Jt

= g 8 () — g (5)g ()
= (- I (5)ay )
e ) =2 ) ()
- S e )
(1 — 7)

= 51 9i(8)g (8.
When j and j’ are distinct regions, under Assumption 3 (Bernoulli trial):
cov(Ty(s), Ty (s')) = 0
To summarize, the covariances of the T}(s) are

cov(T(s), Tj:(s"))

E(T;(s)Tj(s") — E(T;(s)) E(Ty ("))
(1 —mjgi(s))mjgi(s) ifj=j" and s =5
—739;(5)9;(s") if j =" and s # s’
Tr(l f)gg( )g;7(s") if j # j' under Assumption 2

0 if j # j' under Assumption 3

Hence, under either of assumptions 2 and 3,

var (f'w(d)) = (1 —mjgi(s))mjg; (S)?Jj (s,d)?

€S;

Z Y Us # s'migi(s)9;(s) Vol (s, )Y, (s d)
s€S;

s’€S;

ZZ 371G # 5 eov(Ty(s), Ty ()Yl 5 (5, )Y, (5", d)

=1s€S; s’€S;/

HM& HM& ij

The second summation is “missing” the terms where s = s’. Adding and subtracting

=3NS 1fs = 82 (9)g; ()Y (5. Y, (5' d)

j=1s€S; s’€S;
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obtain

var (i’w (d)) =

qu

(1= m505(s))mig5(5) + w2g;()2) Vil (s, )

j=1s€S;
J
Z Z 7739] )g;(s (3 d)Y+ (s',d)
j=1s€S; s'€S;

'M*

+

J
Do D i # G eov(Ty(s), T ()Y (s, )Y, (', d) (A.2)

1j'=1s€S; s'€Sy

mig;(s wj (s,d)? i?‘( (Z gj(s)l?;j:j(s,d))2

1 s€S; j=1 SES;

+ ZZ 3 1) # 5} eov(Ti(s), Ty ()Yl (5. )Y, (', d)

Jj=1j'=1s€S; s’'€Sy,

J

'M“

J

,_.

The first equality combines the added term with the first summation and the subtracted term with the second
summation. The second equality simplifies the factor of the first term, factors the second term into s and s’,

and notices that both summations are the same, yielding the square in the second term.

COMPLETELY RANDOMIZED EXPERIMENT Under Assumption 2 (completely randomized experiment),
Equation A.2 becomes

var(rw ) = XJ: 77ng wj(s d)? zJ:ﬂ' (Z gj(S)f/Jj(S,d))g

Jj=1 J=1 SES;

J
—ZZZ > 10 # 5 g )y (Vo 5 Y )
j=1j'=1s€S; SES/

Here, the third summation is “missing” the terms where 7 = 5. Adding and subtracting

J

D IDIDD l{jzj’}%gj(s)gj/(s W (s, )V (s, d)

j=13j'=1s€S; s ES ./

obtain

var( ) Zzﬂg!}] u,J Sd i 1_7T (Zg] )>2

j=1s€S; j=1 SES;

5 S)3) B Bt T g (9 (Vi s T )

Jj=17'=1s€S; s'€S;

(A.3)

by combining the added 7 = j’ term into the second term and the subtracted j = 7’ term into the third term.
Next, consider the third term in isolation.

J

J
S S T )y (5 (s, Y ()

Jj=1j'=1s€S; s'€Sy

e (zzgj Js.d))

j=1 s€S;
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The term inside the square equals zero:

J
DN gi(s)Yo(s.d)

j=1s€S;
Lo S, (B0 — () + s, TELY0)  pue(d)
j=1 s€S; Z;‘I’:l Zslesv, Zie[[v, U)Z'(S ad)
J (s ZzeHJ :jéj(i; (Yi(s) = puw,i(d Z Z oy(s S ‘s wli(_sﬂ,;l) (Yi(0) = pu.c(d))
j=1 s€S; Zj’:l Zs’eSj/ Zieﬂ . wz(s’ d j=1 s€S; Z /=1 Zs’ESj/ Zieﬂjl wi(s’, d)
_ 1 Zj:l ZSESJ‘ Eieﬂj wi(s7 d) (K(S) _ Mw’t(d)) —+ ! Zj:l ESESJ' U}i(S, d)(}/l(o) - ,uw,c(d))
== = -
T 2j=1 Es’eSj, Eienj, w;(s', d) l—m 2 =1 ZS'ESj/ Zie]lj, w;(s',d)

=0 =0

=0

The first equality substitutes the definition of YJ, j(s, d). The second equality splits the ratio into two separate
sums, one of treated, the other of control potential outcomes. For the first term, the third equality factors

out % = L, which is constant across regions by Assumption 2, and cancels gj(s)ﬁ For the second term,

the third equality factors out ﬁ = ﬁ, which is constant across regions by Assumption 2, and notes that
J

the sum of conditional probabilities is equal to 1 in each region, Y g;(s) = 1. Both terms are equal to zero
by the definitions of fu, +(d) and i, o(d).

Hence, under Assumption 2 (completely randomized experiment), Equation A.2 becomes

var( ) Zzﬂggj Sd) i(ﬂ? 1—7T (ZgJ ))2

Jj=1s€S; j=1 SES;

where m; =7 = % by Assumption 2.

BERNOULLI TRIAL Under Assumption 3 (Bernoulli trial), Equation A.2 becomes
J - J B )
var (7 (@) = D3 mgs(6)Vi s (s, = DD gi() Vi (5. ))
J=1s€S; j=1 s€S;

To treat the variances under assumptions 2 and 3 jointly, define

= 1 under Assumption 2
"~ |o under Assumption 3

such that C is an indicator for the completely randomized design.
Then

var (%w(d)) = zJ: 795 ()Y, (s, d)* — Z(ﬁf R )] (Z gi(s ))2 (A.4)
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Consider the first term,

ZZ’ITJQJ (s,d)?

j=1s€S;
i > i ><Zi€“ﬂ' (LB (i(5) = () + e, UL (Vi(0) = po o)) )2
j=1 s€S; i9i Zj/:l ZS/ESJJ Zieﬂj, wi(s ,d)

S S, i (S, wi (s ) (Yils) — e (@)
(S S, S, wilsnd))
Do 7 (B, S, o O 00) - poe(d)))
(S s, e, wilss )
,Eim1 25 (Baes, Ty, wis )46 — (D)) (Ses, i, wils DO — piueld))
(Zj:l 2ses, 2aier, Wils, d))2

The first equality uses the definition of YJ, j(s, d), the second equality distributes the square and factors out
terms involving 7; and g;(s). The results consists of three terms: a (weighted) variance of the weighted
sum of treated outcomes across candidate locations, a (weighted) variance of the weighted sum of control
outcomes across regions, and a cross-product of treated and control outcomes. I rewrite this cross-product in
terms of the variance of candidate-location aggregate treatment effects (and marginal variances of potential
outcomes) in a later step.

Similarly for the second term

S M) (50 g, 7 )

j=1 €S,
(2 95(5) Sier, (BB ((5) = puna () + Sy, 2L (Yi(0) - uwc<d>>)>2
Yo Ywes, Yier,, wils'sd)
B Z (2 _m=m) ( (Zocs, Tier, “CLi(5) = (@) + (Zres, Dier, 4L (Vil0) = pre(d))) ) 2
T S0 Ses, Sier,, wils'sd)
S T (S, S, il d)Yils) — (@)
(S s, e, wils )

2_or(=m

T S (S, e, w5, D00 — )
(St Saes, Ty, wils )
2_pm(i=m)

i Wﬂj(lim) (ESES Yier, wils, d)(Yi(s) — Mw,t(@)) <Eses,- Dier, wils, d)(Yi(0) — Mw,c(d)))
(S0 S, S, wilsnd))

+2

where now the variance of treated potential outcomes is also only across regions, summing over all candidate
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locations within each region.

Hence, the variance of the estimator is

Var(%w(d))

S e, m (Sie, wils i) — paa(d)))
) (S Ses, Sier, wilss )’

L S 0 ) (S, Y, o KO @)’

(S s, S, wilsnd))
ST (4 59 (Saes, Tie, wils, DYils) = i) ) (25, Sier, wils, d)(Yi(0) = prue(d)) )
(S Ses, Sier, wils, )’
(- ) (S, e, wilss Vil )—uw,t(d))>2
(S Tes, Toier, wilsod))

+2

To substitute for the cross-product term, note that

S0 59 (Sacs, S, wils.d) (Vi(s) — Yi(0) — () — poe(a)))
(S S, Sy, wils, )’
750 (e, Ty, wils, ) (Vils )—uw,t<d>>)2
(S0t Ses, Sier, wils )’
ST 55 (B, ey, w15, D00 — )
(51 Sues, Tier, wils. )’
+ 550 (Zoes, Sier, wils, )Yils) = (@) (S, Lier, wils DYG(0) = uue(d))
(St Ses, Sier, wils, )’

a1+

>
—2

where the last term is the same as the cross-product of treated and control potential outcomes in the variance
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of #,(d). Hence
var(%w(d)>
S S, ey (Sae, wilss ) is) = prueld))
(S Yo, Sier, wils )’
T T (S, iy, s 0H0) — el n)
(S S, Suer, wilsod))
S w5 (e, Tiey, wilos D(5) - poe(@))
(S Saee, e, wilss )’
S04 550 (Saes, Sier, wils, ) (Yils) = Yi(0) = Gt d) — )
) (50 S, Sy, i)

To ease interpretation, define the (weighted) pseudo-variances

S S, 5 (See, w5 ) (Yils) — s (d)))

Vaoption(d) =
Tl Zj:l ZseSj m

s T 5 (T, Taes, 0 50) = )
Vacson(d) = iy T

J j=1 1—m7;

J 2

~rregion ijl (ZSESj Zieﬂj ’LUZ‘(S, d)(}/z(s) — ,U:w7t(d))>
VaEe (d) = —
o (S, T, wils ) (Yis) = Yi(0) = () - uw,c<d>>>>2
Vw,;g't (d) = T-1

which differ from actual variances in the demeaning, as well as the (approximate) sample sizes

My (d) = ]}“_(dl)
() = <z;-’_1 Zlg ﬂ_gl_(s)szw))ﬁw(d)
() = (g N (d) )2 ()

J=1 1—7Tj
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Then the variance can be written compactly as

] f7logation ) ¢ Vewon(d)
var(7u(d)) = r@r T TR a7 s
C VioEom (d) L. C IARC)
G @@ YT R@Na @

A.2.6 VARIANCE ESTIMATION

The variance in equation A.5 consists of four terms. The first and third terms resemble a variance of outcomes
of treated individuals. The second term resembles a variance of outcomes of control individuals. The fourth
term resembles a variance of treatment effects. Note that dropping the unidentified variance of treatment
effects (term four) unambiguously leads to a (weakly) conservative estimator of the variance.

Estimate V0§20 (d) by

2
W, i=s Y,
S S, %(z wils, d)(Yi — Yani(d)))
J—1 W, ]1{57—5}
Z] 1 Z:SESJ (“’Jgj “(mig5()?

f/&g?ation (d) =

where Y, ;(d) is the weighted average outcome of the treated

i S, Zses() t(s)w;(s,d)Y;
Yi(d) = S s, t(s)wi(s,d)

with
Wi H&w) = s}

t(s) =
’ (1) 95(i) (5)

as in Equation 6.
Similarly, estimate f/lfcgion(d) by

Z;']:1 %(Zseg Zze]l wZ(S d)(Y; — M, C(d)))2

Py () =
7 12] 1 1 ‘n'J)2

where Yw,t(d) is the weighted average outcome of the treated

- o Zi ZSESj(i) ngi(s’ d)Y;

Yw d =
) > ZseSj(i) twi(s, d)
ith
b c( )_ 1_Wj(i)
T T,

as in Equation 6.
The variance of treated outcomes aggregated at the region-level, V;?tgion(d), cannot be estimated directly
because at most one candidate treatment location is realized per region, such that the covariance of treated

outcomes within region, across candidate locations, is not identified.
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However, Vlfftgion(d) can be bounded from above with an estimable bound. Observe that
2
(X S wils. d0is) = @) <1851 2 (3w, ¥i(5) = poa(@)
s€S; i€l se€S; i€l

by the Cauchy-Schwarz inequality. This approximation is conservative if there is more than one candidate
location in a region and if the (location-aggregate) treated potential outcomes vary across candidate locations

within region. To see this, note that

551 52 (3 e d)40) = ) = (30 Sl Vi) = ()

s€S; i€l seS; i€l

2

=2 3 S (X wils, Yils) — paa)) — (X il ) (Vir(s") — ()
s€S; s’€S; i€l i/ €l

which is immediate by expanding the square on the right-hand-side. If there is only a single candidate
treatment location, |S;| = 1 such that s = s’ on the right-hand-side and the terms inside the square are equal.

Alternatively, if there is little variation in location-aggregate treated potential outcomes

sz s, d)( — fw,t(d))

i€l

across candidate locations s within region j, the two terms inside the square are similar even when s # s, so
the difference is close to zero again.

Hence a conservative estimator for V,,°¢'*"(d) is given by

=3 — 2
S 185 S e, YT (Sier, wils, (Vi = Yaa(d))
J—1 '

Vg () =
The (effective) sample sizes Ny (d), Ty(d), Tuy,t(d), and 7y o(d) depend only on known weights and
treatment probabilities and can hence be calculated directly.

The estimator for the variance of 7, (d) is then

L/ R ) ¢ \Viger@ ¢ V()
Vld) =2 a7 U )57 F T @ @) (4.6)

A.2.7 COVARIANCE ACROSS DISTANCES

The derivation of the covariance of the estimators 7,,(d) and 7, (d") (allowing for different weight functions

and distance) is largely analogous to the variance of 7, (d).
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First, write

cov <7~'w (d), T (d’))

(Zj_l Saes, T5(9) Ties, (B (0H05) — (@) + Sres, G2 H(0) — (@)
Z;‘le Doses; 2aier, Wils,d)

Y1 Yaes, Ti(8) ien, (Z]i({i; (Yi(8) = () + s, wils Wjd) (¥:(0) - uw/,c(d’))>>
E}'le Doses; 2uier, Wils, d')

= cov ,

using the definition of T} (s) from the derivation of the variance. At this point, note that the only stochastic
term, Tj(s), is the same as in the variance. Hence, factor out the sums of potential outcomes, waj(s, d) and

YJr ;(s,d’), to obtain

COV(%w(d),fw'(d’)) = cov(i Z E(S)Yij(s’d%i Z Tj(S)YJ,j(S,d/))
J=1s€8; j=1 s€S,
= XJ: V&r(Tj(s))Yij(s,d)f/uj'/yj((s?d’)
j=1 s€S;

35 Y 1s# s/}COV(Tj(s) (s ))w (s, )V} (s )

j=1 SESJ' SlESj

J J
SIS 3 1 A3 eov(Ty(s), T () Vil (s, )Y, (5. d)

Jj=1j'=1s€S; s’€Sy

+

Substituting the covariances of T;(s) and T;(s’), and adding and subtracting the terms missing from the

summation,
cov (Fu(d), Fur (d)) = ; N migi (Yl (s, Y (s.d)
j=1s€S;
J
35S e 0) (Z o)

<

J
DD D Wi # i beov(Ti(s), Ty ()Y (s, d) Y (s, d)

Jj=1j'=1s€S; s'€S;s

Similarly substituting the covariances of Tj(s) and T} (s") where j # j’, note again that this covari-
ance is 0 under Assumption 3. Then adding and subtracting the missing term, and noting that still

ZJ 1 Zbes (5 d) = 0, obtain the equivalent of Equation A.4

cov(? (d), T (d ) Z ijg] (s,d)Y,5 (s, d)

j=1s€S;

—Z (S 0T ) (005 0.)

SES; SES;
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Next, substituting the definition of }_CI ;(s,d) for the first term:

ZZw]gj (s al)YJr (s,d")

j=1s€S;
T Ve, maw (Ei@u wi (s, ) (Yi(5) — pe(d) ) (L, i ) (Vils) = prur () )
(S L, L, wils @) (X1 Lo, Sier, wils, @)
S (Zocs, Lier, wils: Y0 = praneld)) ) (L5, Sier, wh(5, d)(Yi(0) = prur o)) )
(S Toes, Tier, wils d))(zj 1 s, Sier, w5, )
R o (Cees, Lier, wils, (i(5) = prune(d >>)(z s, Tier, w5, d)(Yi(0) = o(d)))
(572 Xaes, Yier, wi sd)( L Ses, Sier, w5, @)

)
Ty L (Sacs, Tie, wils d)(Yils) = purad))) (Syes, Tie, wils, (Yi(0) = pr ()
) |

J

(Z; 1Z€S Zeﬂw 5d)< leegzeﬂw (s,d

Similarly for the second term

i(w? - C”“—‘f’) (3 97, (s.) (Z 9; ()Y 5 (s,d))
=~ Z

sES;

S T (S, S, wils, i) = e (@)) (S, T, s )Nil5) = )
(S Saes, Sier, w5 D) (St T, ey, wlls,))
p VT (S, S, w5 ) (Y5(0) — o)) (s, S, (. 0)(Y0) — prr o))

(S Ces, Sier, wils: d)) (Z/s Loes, Sier, wils, )
A VT (S, S, wi s ) Yils) — (@) (S, Sicr, 0 d)(¥i(0) — o))

J G

(S Coes, Siey, wils, >) (zjzl S aes, Yier, (s, d))
pt L (S, S, w5 ) (Vi) — gt (@)} (S, S, i, ) (¥5(0) — o))

(S Tes, Sier, wils @) (X1 Tyes, Sier, wils, )
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The covariance of 7,,(d) and 7, (d') is the difference between these two terms:
cov(7u(d), 7ur (4))
S Yes, wi (Sie, wils, V() = ()} (i, wils, ) (Yils) = prr o))
(S Saes, Sier, wils, @) (X1 T, Lie, wils, )
L S E 0 ) (Saes, Sier, wils, DYi(0) = pruo(d) ) (S es, Tiex, wils, d)(Vi(0) = praro(d)))
(S Tos, Siey, wils @) (L)1 Loes, Sier, wils, )
ST+ 56 (Saes, Sier, wils, DYils) = i) ) (e, Sier, w5, d)(Yi(0) = prur o)) )
(S Lo, Ty, wils @) (L)1 Loes, Dier, wils, @)
S 55 (Saes, Sier, w(s ) (Yils) = prur o @) ) (Zes, Sie, wils, VG (0) = () )
(S Sacs, Sier, wils @) (S Soes, Sier, wils, )
S (= C ) (Saes, Sier, wils, (Vils) = s (@) ) (Lo, Lies, wils: d)(Yils) = prura(d)))
(S Tos, Sier, wils @) (X1 Lies, Sier, wils, @)

+

_|_

There are two terms involving products of (demeaned) treated and control potential outcomes. To
substitute for these terms, note that To substitute for the cross-product term, note that

J ¢ (SDues, Dier, wils, ) (Yils) = Yi0) = (ttua(d) = pro())) )
;O R (St Laes, Liey, wils )
(Zocs, Tiex, wils: d) (Yi(s) = Yi(0) = (tura (@) = prar o(d))) )
| (S Ses, ey, wlls,))
ST 55 (Soes, Sie, wils: DYi(3) = prua (@) ) (Zes, Sie, wils ) (Yils) = prur o))
(S Lo, Sier, wils @) (L)1 Lyes, Sier, wils, @)
ST (4 5 (Saes, Tier, wils, DYi(0) = pr o)) (Soes, Tiex, wils, &) (Yi(0) = o))
(S L, Lie, wils @) (L)1 Loes, Sier, wils, )
ST 59 (Ses, Sie, wils: DG(5) = (@) (Scs, Sie, wils, d)(Vi(0) = prur,o(d)) )
(S0 Saes, Sier, wils, ) (S s, S, wils )
ST (4 590 (Ses, Tier, wils, @) (Vi(5) = prara(@))) (Lo, Sier, wils, d)(Yi(0) = prue(d)) )
) (S0 Saes, Sier, wils d)) (S S, Sier, wils, )

+

where the last two terms on the right-hand-side are the same products of treated and control potential
outcomes as in the variance (but of opposite sign).
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Substituting for these two product terms in the variance,

cov (7o (d), Fur (d))
S Yes, ma (Sie, wils, )0Yi(s) = () ) (e, wils, ) (Vils) = prur o))
(S Tacs, Tie, wils @) (L)1 Loes, Sier, wils, @)
e ST (Soes, Sier, wils, DG0) — pune(d)) (Sies, Srer, w5, d)Yi(0) — prur o))
(S L, L, wils @) (L)t Loes, Sier, wils, @)
T 5 (Saes, Tier, 05 DOGE) @) (S, s, wlls, )Vi(s) = por )
(S Saes, Sier, wils @) (X7t T, z@ wl(s,d'))
c )i<(z@] Sier, wils, ) (Yils) = Yi(0) = (ttua(d) = pruo(d))) )
= (Z)os Tes, Tier, wz<s,d>)
(Sues, Sre, whls, d) (Yils) = Yil0) — (rur o) — prur o(d)))
' (S Sacs, Sier, wils, ) )

To ease interpretation, define the (weighted) pseudo-covariances
J
S Taes, mi (Sier, wils )(Vils) = ptuna (@) (Sie, wils, @) (Vils) = ()

AT s, i
T 2uj=124s€S; 759;(5)
S i (Saes, Tier, wils, DYi(0) = o)) (Ses, Tiex, wils, &) (Vi(0) = i o))

Vlocatlon(d d/)

w,w’,t

weiocl(d d) = % Z}]:1 kle
Vlzeiw?(d d) = Z}']:1 (ZSES]‘ > ier, wils, d)(Yi(s) — Mw7t(j)))l(zsesj Lier, is, d')(Yils) — Mw”t(d/)))
J
V(i ) = Z((Z S (s, d) (%) — Yi(0) — (aa(d) — ()
j=1\ s€S; i€l
(Z Zw 8 d/ ( ) (Mw t(d) Mw’,c(d/))))>
seS; i€l

Then - _
Vioestion (d, )

Vitw,t(d) - /T 1 (d')

cov(7u(d), Fur (4)) =

c v;e%;“;(d ?)
+(1+ )—=
J—-1 \/nw,c \/nw c d/
L P
T =17 \fig(d) « /T1wr (@) - /Nus(d) - \/Nor (&)
eg,on d d/
_ (1 c ww ct( )

* J—l)\/ﬁwu).mw D) /N (@) N @)
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A.3 PROOF OF THEOREM 4

The estimator is

FAATT2 _ Zﬁ(d)f'(d)

deh

where

J
Ej:l Zsesj 7395(8) 2. |d(s,rs)—d|<h 1
7 )
21 Zsesj 79;(5)

Since n(d) is non-stochastic and by Theorem 1,

a(d) =

E@#4ATT2) =3 "a(d)E(7(d))

~ a(d )ZJ 1 Zses 7i95(8) > |d(s,r:)—d|<h 7i(s)
deb ZJ 1 ZsES 795 (8) . |d(s,r:)—d|<h 1
_ Z Zj:l > ses; 395(8) 2o jags,ro)—dj<n Ti(5)
deD Zj:l Zsesj 7;9;(s)
Z}]:l Zsesj 395(8) 2 aen 2i: |a(s,r)—dj<n Ti(5)
- Y1 Ces, ™95 (5)
Z;‘Izl Zsesj m;95(8) Zie]l,- 7i(s)
Y e, mi(s)

_ 7_AATT

where the second-to-last equality holds because every individual is in exactly one distance bin from each
candidate treatment location.

Next, consider the variance of the estimator.

Var(f'AATT’Q) = Zﬁ(d) var(7(d)) + 22 Z n(d") cov(7(d), #(d"))

deD deD d’€D,d’#£d
~ Z 2 var(7(d)) + QZ Z n(d") cov(7(d), 7(d"))
deD deD d’€D,d’#£d

by Theorems 1 and 3.

For the covariances across distance, simplify the the result of Theorem 3 for the ATT weights

wi(s,d) = wi(s,d) = 5095 (8)1{|d(s, ;) — d] < h}
to obtain

J—1 f/location (d d/) Vregion (d d/) 1 Vregion(d dl) f/region (d d')
~ ~(q/ _ t ) c ’ -t ’ _ et )
COV(T(d), 7(d )) = 7 +— .
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where

Plocation (') = @ 'ﬁ(d,l T Z > g5(s (( (Yi(s) —ut(d)))
i |d(s,r;)—d|<h

_7 ISGS

> (i) - ut(d')))>

i |d(s,r;)—d'|<h

(7region N — 1 d (s _
VIO ) = e Z( Yo 300 peld))
: (Z 9;(s) > 0 - uc(d')))>
SES; i |d(s,r;)—d'|<h
J
presion (g gy = " .ﬁ(d}) 7 Z((Z gi(s > (ils) - ut(d)))
g:l seS i |d(s,r;)—d|<h
(s Y M) —ut(d’)))>
s€S; i |d(s,r;)—d'|<h
J
VR d) = = 'ﬁ(d,l) T Z((Z gi(s) > (Yils) = Yil0) = (ueld) — ue(d))) )
j=1 SES; i |d(s,r;)—d|<h
(Tot X (%) - Yi0) ~ (uld) —Md')))))
SES; i |d(s,r;)—d'|<h
and n(d), p(d), and p.(d) are defined as in Theorem 1.
Then
Y S S i O B e O R s GO B e )
var (744 )—%”@ (Gt )
__ 1 Y/location ' (7region U
2 Y ) (T Jt(d’d) L Jc(d’d)

deD d’eD,d'#d

MR L0 e G
J Jt J

Consider the (co-) variance of treatment effect terms:

-3 ilay? Vi 2y Y @ w

deb deb d' eD,d'#d
1 Zj:l (Zde]l}) Zsesj 9;(s) 2. |d(s,rs)—d|<h (Yi(s) —Yi(0) — (pe(d) — NC(d))))2
T J—-1

which follows immediately by expanding the square and substituting the definitions of V) #°"(d) and
f/crtegion(d, d"). Hence, dropping these terms leads to a conservative expression for the variance of the aggregate

treatment effect estimator.
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A.4 NONPARAMETRIC ESTIMATORS UNDER ASSUMPTIONS ON INTERFERENCE

A.4.1 ADDITIVELY SEPARABLE TREATMENT EFFECTS

To estimate the average treatment effect on the treated, 7(d), under the assumption of additively separable

treatment effects, one can use the estimator

Y T, Siay, Prls € 6)1{Jd(s. s — d] < h}#paditive(s)

7A_additive (d) 3
D=t Zsjesj Zie]lj Pr(s € &)1{ld(s,r; — d| < h}

where

cadditive .y WS €&}, (i —1 W;l{s €&} - 1 =W :
= eV (|Sj|—1 Pr<wj=1>Pr<s¢£j|Wj:1>)” =P (W =1)

where the first term picks up all assignments with treatment at location s, the second term removes the
effects of all assignments with treatment in region j but without treatment at s, and the third term estimates
the control potential outcome. The estimator 7244itve(5) here generalizes the estimator in Section 5.1 of
the main text to allow for an arbitrary number of candidate locations in each region, [S;|. The formula is
specific to completely randomized designs within treated regions with fixed number 71; of realized locations,

IS;1

and equal probability for each of the (ﬁ ) possible combinations of treated locations. Under this design and

5
g
Assumption 5 of additively separable treatment effects, E(72441%ve(s)) = ;(s). Consequently, 7#2dditive(q) jg

an unbiased estimator of the average treatment effect on the treated, 7(d).

A.4.2 ONLY NEAREST REALIZED TREATMENT LOCATION MATTERS

Under Assumption 6, it is only possible to identify the effect of a candidate treatment location s on individual

1, Ti(s), if s is the closest realized treatment location to @ with positive probability. One can take

1
f‘iearest d) = w;i(s,d 7A_inearest s
) = s S (e d) 2 2 2 W D)

j seS;i€l;
where /
smensest o) _ 1{s € S;} [Loes, Hd(s,ri) < d(s',)} v
[ PI‘(S c Sj) Pr(Hs’ESj ]l{d(s,r,;) S d(s',ri)} = 1|S S S]) %
1-Wie

1 Pr(Wy = 1)

J

The estimator 7°***5%(s) is equal to 0 if the region of individual ¢ is treated but location s is not the closest
realized treatment location to 7. This happens both when s is not realized itself, and when another realized
treatment location s’ is closer to 7. If s is the closest realized location to i, 7/°*5(s) is equal to the outcome
~nearest

of i scaled by the inverse of the probability of this event. If the region j is not treated, 7,

] (s) is equal to
the outcome of i scaled by the inverse of the probability of region j not being treated. Th estimator 775 ()
is an unbiased inverse probability weighting estimator of 7;(s) = Y;(s) — Y;(0) under the assumption that only
the nearest realized treatment matters. Consequently, 712¢1¢5t() is an unbiased estimator of the weighted
average treatment effect 7,,(d), as long as 7,,(d) places no weight on individual and treatment location pairs

where the treatment location is never the nearest realized location to the individual.
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A.4.3 PROOF OF THEOREM 5
APPROXIMATE ESTIMATOR

As in previous proofs, I derive exact results for an approximate estimator and show that the approximate

estimator is close to the estimator of interest. Define the approximate estimator for settings with interference

) Saes 15 € €3 Xiey 1{d(s, i) — d] < h}(Yi — puu(d)
T = @) = o)+ S e 1l ) — ] < )
S es Is & TEER 50 1{]d(s,mi) — dl < B}V - pe(d))
- > oes Pr(s € €)X iqr L{ld(s, ri) — d] < B}
) ser uea Prle = 1L € VT 1ldls,r) — d < HIY(S)
' >oes Pr(s € &) ey 1{ld(s,7) — d] < b}
o) = Zser Laes PrE = SU{shLs & 5} 5.y L{ldls, 1) — d| < h}Yi(S)

2ses Prs € §) 20, Uld(s, i) —d| < h}

QUALITY OF APPROXIMATION

Here, I show that the estimators 7(d) and 7(d) are very close in large enough samples. This motivates the
use of exact finite sample results for the mean and variance of the infeasible estimator 7(d) for inference with
the feasible estimator 7(d). The analysis uses the mean value theorem to derive the difference 7(d) — 7(d)
and argues that this difference is small in large enough samples.

As a practical matter, a sample is large enough if the number of individuals near treatment and control
are close to their expected values. The approximation of 7(d) by 7(d) is particular close when also the average
outcomes are close to their expected values.

To simplify notation, define the following shorthands:

Sses 15 € €} Xier 1{Jd(s,m0) — d| < h}Y;
s s € & Lier H{Id(s,m:) — dl < 1}
o) — Zoses Mo # RIS T ld(s,r) — dl < bV,
’ S es 1{s ¢ ERLU S 1{Jd(s, i) — d] < b}
ZSES ]]‘{S € E} Zieﬂ IL{‘d(Svrz) - d| S h}Y;

ﬂw,t(d) =

() = S e s € €) 3y L{d(s,m0) —d] < 1)
) e tlo PRl S 1{jd(s,mi) — d| < h}Y;
H e = T o Pr(s € €) oy L{|d(s,73) — d] < h)

and

Pu.(d |S|Zﬂ{se£}21{|dsn —d| <h}

seS icl
el |S| SPII PN S 11y - < 1)
i€l
pw |S| ZPI‘ S f Z ]].{|d(8,’l“i) - d' < h}
seS i€l

where fiy1(d) and fi,, (d) replicate fiy ¢(d) and fiy, .(d) but with expected values rather than sample averages

in the denominators. The sample average denominators are Py, ¢(d) and Py, (d) (scaled such that they
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converge under suitable conditions when J grows), and the expected value of the denominators is p,,(d)

(similarly scaled).
Without loss of generality, I fix the distance d and weighting w of interest and suppress the dependence

on d and w in the following derivations for ease of presentation.

The feasible estimator written in terms of the shorthand notation is
P . D
T =Mt — He = ——

while the infeasible estimator is

B ) e
F= e — e+ fie — = pe — fle T ple-
p p

Next, define the function

N A

U U pP. D D _ D

APty Pes fits fie) = —fit — —fie — (1t — e + fit — —pe — fie + —fic)
Dt Pe P P
—F-7

Finally, apply the mean value theorem on A on the interval with endpoints & = (P, De, fit, fic) and

x = (p,p, pit, fte). The mean value theorem states that

A(ﬁtvﬁca ﬂta /7*6) - A(pap, Mt /~Lc)

Dt — Dt by (€)
_ ﬁc — Pc i gi (.13)
[t — it S,@ ()
fhe — fhe gfﬁ (l')

where & is some convex combination of & and .
It is straightforward to see that A(p, D, iit, the) = 0. Hence the left-hand-side of the equality above is just

A(Pt, Pe, fit, fie), such that the right-hand-side is an expression for 7 — 7.

Hence
T=7= (D *P)(*%ﬂt + lm) + (Pe fp)<%ﬂc - 1uc) + (e — ut)(.£ - 1) + (e — ﬂt)(*.g + 1)
p; P PP Pt Pe

Each of the four terms is a product with each factor close to zero under appropriate asymptotics. That is,
the difference between the estimators 7,,(d) and 7, (d) is negligible under standard asymptotic frameworks.
Since the difference between estimators is very small for large samples, exact finite sample results for 7, (d)

likely provide decent approximations for 7, (d) in smaller samples.
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EXPECTED VALUE

First, note that

o[ Saco Us €6 Fiy LId(s, ) = d] < 1Y
S 1es Pr(5 € &) Sy M5, 17) — d] < b}
o Dse Tues 1€ = S1{s € 8} 30,y Uld(s 1) — d] < WYi(S)
> s Pr(s € 6) Soyer H{ld(s, 1) — d] < 1)
_ Tser Ny PHE = S}{s € 5} ey 1{Jd(s,79) — d] < B}i(5)
Do Pr(s € €) ey 11d(s, i) — d] < 1}

= p¢(d)

and similarly

E(Z@ s ¢ P B Y 1 {Jd(s,mi) — d] < h}m-)
> es Pr(s € €) 2y L{[d(s, 1) — d] < h}
_ E( Pseas Yses HE = S}{s ¢ SYEEEEN 7 1{ld(s,mi) — d| < h}m<s>>
3 ses Pr(s € &) Xy 1{[d(s, i) — d] < b}
 Sser Lacs Pr€ = SU{sH1{s & S} Syer H]d(s,7:) — d] < h}Yi(S)
s Pr(s € ) 3 1{[d(s, i) — d] < h}

= ,uc(d)

Hence E(7(d)) = pa(d) — pe(d).

Furthermore

ZSGZS ZSES Pr(¢ =S)1{s € S} Zie]l 1{|d(s, ;) — d| < h}Y;(S)
peld) = peld) = S e Pr(s € 6) Yoy L{d(s.rs) —d] < B}
| Cuew Dcs Prl€ = SU{sH1{s ¢ S} Xier 1Jd(s, ) — d] < B}i(S)
S Pr(s € 6) Yoy {5, 17) —d] < 1)
| uer Taes PrE = $)1{s € 8} 3,0 H{ldls, ) — d]  BH(YA(S) = Yi(S \ {s})
S e P(5 € €) ey 11d(s, o) — d] < b

by aligning the summand S of the first sum with the summand S\ {s} of the second sum. This proves part (i)
of Theorem 5.
Under additivity, Y;(S) — Y;(S\ {s}) = 7i(s) for all S C S with s € S, so

_ Tser Ve Pr(€ = S)1{s € S} Xy 1]d(s, i) — d] < h}ri(s)
S es Pr(s € ) iy Wld(s, 7)) —d < b}
S es Lier Wld(s,73) = d] < h}7i(s) (g Pr(€ = )1{s € 5})
Y ecs Pr(s € ©) Xyer 1{1d(s 7)) — d[ < 1}
_ Y oses Pr(s € &) >0, I{|d(s,75) — d| < h}mi(s)
> ees Pr(s € 8) Yooy W{Jd(s, 7)) —d] < b}

pe(d) — pe(d)

proving part (iii) of Theorem 5.
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VARIANCE

Using the exposure mappings as defined in Remark 20 in the main text,? the variance of 7(d) is
2ses Hs €63 305 H{ld(s,ra) — d| < h}(Yi — pu(d))
>ses Pr(s € §) 2 ier W{ld(s,ri) —d| < h}
Noes Ms & PHREE Sis Hld(s,71) — d] < h}(Yi — Md»)
Yses Pr(s € )3 iy I{ld(s,ri) — d| < h}
. (Eses S e, Ls(6) = m}Wi(m) Sicy 1{{d(s,r:) = d] < B} (Yi(m) — pua(d))

var(7(d)) = var (ut(d) — pe(d) +

> oes Pr(s € ) X,y 1{ld(s,mi) —d] < I}
> aes Somens, HFs(&) =m}p(1 = Wo(m) 5L S 1{d(s, r:) — d] < h}(Yi(m) — uc(d))>

2ses Pr(s € 6) 20, 1{{d(s, ) —d| < h}

Under Assumption 7 (independent treatment assignment), Pr(§ = 5) = [[ e s [[sgs(1 — 75), so

Dses omen, Hfs(§) = miWs(m) 32, oy 1{ld(s, ;) — d| < h}(Yi(m) — pu(d))
Doses Pr(s € &) 3o 1{ld(s, i) — d| < h}
 2ses 2amen, LS5(6) = mp(1 = Wi(m)) 25 gy Ld(s, i) — d| < h}(Ya(m) — pe(d))
> ses Pr(s € §) 3 iy 1{ld(s,mi) —d| < h}

var(7(d)) = var(

Let Y;(m, d), the non-stochastic signed sum of potential outcomes of individuals near candidate location
s under exposure m be defined as in the statement of Theorem 5.
Then

var(7(d))

— var > ses ZmeMS 1{fs(&) = m}Ys(m,d)
Doses Pr(s € §) oo H{ld(s,7i) — d| < h}
_ Zvar ZmEMS 1{fs(&) = m}Ys(m,d)
< ZSES PI‘(S € 5) Zie]l ]]-{|d(571”z) - d‘ < h}

/ zme s ]]-{fé(f) = m}}/s(m’d)
+ZZ I{s #s }COV<ZseSPr(SI\§ >y Ld(s, ) —d| < B}’

Zm’EMS/ {fs (&) = m'}Y (m, d) >

sSES s'eS

Y eco Pr(s € €) Loey Hld(s,s) — d] < 1}
| Yes Lomens, var (1) = m} ) Ya(m, )
(Cacs Pr(s € ) e Hd(s, ) — d] < h})?
, Zoes Sner, Sovam, Lm # myeor(1{£:(6) = m), 1{£(6) = m'}) Y. m, ¥s(o',
(e Prls € ) X Hd(s, i) —d] < h})?
, Do Twes s # 53 S, v, cov(L{,(€) = m}, 1o (&) = m'} ) Ya(m, d) Yo (', d)
(Cacs Pr(s € ) ey Hld(s, ) — d] < h})?

29The derivations in the first part of this section assume that exposure mappings are correctly specified, in the sense that
outcomes are fixed conditional on exposure, but do not rely on any particular definition of exposure mappings.

99



where the only remaining stochastic elements are indicators such as 1{fs(£) = m}.

Let the marginal and joint probabilities of exposure be

as defined in Remark 20.
Then

ZseS Zm.GMS ms(m)(1 — 7s(m))Ys(m, d)2
(D ses Pr(s € §) 3o L{ld(s,73) — d| < h})?
2ses 2oment, 2mvem, Hm # m/}rs(m)ms (m')Ys(m, d)Ys (m’, d)
(Xses Pris € &) 3y L{ld(s, i) — d| < h})?
N Yoses ses LS # 81 2 em, 2mrem,, (Ts,s (mem/) = ms(m)my (m'))Ys(m, d) Yy (m/, d)
(Xses Pris € &) > oier L{ld(s, i) — d| < h})?

var(7(d)) =

B DETAILS ON THE EMPIRICAL APPLICATION

In this appendix, I outline choices made in the processing of the data and finding counterfactual treatment
locations. I also show robustness to alternative specifications and random seeds in the design and use of the

convolutional neural networks.

B.1 DATA PROCESSING

I use the July 2021 release of SafeGraph’s data for the year 2020. In this release of the data, SafeGraph
applies its current algorithm to the data it collected in 2020, and updates its data sets attributing smartphone
pings to businesses. In this paper, I focus on businesses in the San Francisco Bay Area, specifically in the
Peninsula and South Bay between South San Francisco and Sunnyvale, see Figure 9 in the main text. To
create the initial sample of all possibly relevant businesses for which SafeGraph has recorded data, I keep
all businesses that either lie within six miles from a number of points throughout the Bay Area or have a
SafeGraph determined ZIP code falling within a list of relevant ZIP codes, see Table B.1.

To define the units of interest and ensure high-quality data for this application, I take three additional
steps processing the data. First, I determine the grocery and convenience stores that I consider “treatments”
in this paper. Second, I manually set the location of each of these treatments to correspond to the main
entrance of the store. Third, I check and de-duplicate restaurant location data to restrict to real restaurants
that were likely to be open in early 2020.

Based on SafeGraph’s “point of interest” data, I find 167 unique grocery and convenience store (treatment)
locations that were open in 2020 in the interior of the study area. Starting from the sample defined above, 1
define the possible businesses of interest as those within 3 miles of Burlingame, 5 miles of Belmont, 5.5 miles
of Menlo Park, or 2.95 miles of Mountain View, with the city locations as in Table B.1. Focusing on grocery
stores in the interior of the study area guarantees that the full sample includes data on all businesses that are
within different distances of interest from the grocery stores. To find locations consumers typically visit to
purchase groceries, I start with all businesses with 4-digit NAICS code 4451 (grocery and convenience stores)
assigned by SafeGraph, and then add all Costco, Target, and Walmart stores (which SafeGraph classifies

as general merchandise stores, 4523), for a total of 313 stores. Of these stores, I exclude 28 stores that
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Table B.1: The initial sample of all possibly relevant businesses consists of all businesses in the SafeGraph
“point of interest” data with location within six miles from one of the five cities or with a zip code given in
the table.

city latitude longitude
South San Francisco 37.653540 -122.416866
Burlingame 37.584103 -122.366083
Belmont 37.516493 -122.294191
Menlo Park 37.451967 -122.177993
Mountain View 37.389389 -122.083210
ZIP codes:

94002, 94005, 94010, 94014, 94015, 94016, 94019,
94020, 94022, 94024, 94025, 94027, 94028

94030, 94032, 94035, 94037, 94040, 94041, 94042, 94043, 94044,
94061, 94062, 94063, 94064, 94065, 94066, 94070,

94080, 94083, 94085, 94086, 94087, 94089,

94101, 94102, 94104, 94105, 94110, 94112, 94114, 94117,
94121, 94124, 94127, 94128, 94129,

94130, 94131, 94132, 94133, 94134, 94169, 94192,

94301, 94303, 94304, 94305, 94306, 94309,

94401, 94402, 94403, 94404, 94497, 94530, 94538, 94555, 94603,
95014, 95015, 95051, 95054, 95101, 95112

SafeGraph determines to have closed permanently before the COVID-19 pandemic (in or before February
2020; there were no further grocery store closures until July as recorded by SafeGraph), as well as 1 store
that SafeGraph determines to have opened only in November 2020. For the remaining 284 stores, I verify
manually that these fit my definition of grocery or convenience store. This leads to the exclusion of 100 stores;
primarily excluding convenience stores that are part of gas stations, delis, and food producers and importers
/ exporters that are incorrectly classified as grocery stores by SafeGraph’s algorithm. I was able to confirm,
based on newspaper articles, Yelp entries, and Google Street View imagery, that another 17 grocery stores
were either not open in 2020 (closed before or opened after) or were duplicate entries in the data set. Hence,
overall T consider 167 treatment locations; 139 of these are labeled as grocery (or general merchandise) stores
by SafeGraph, with the remaining 28 labeled as convenience stores by SafeGraph.

For the 167 grocery and convenience stores in the sample, I manually determine the latitude and longitude
of the main entrance, which serves two related purposes. First, the main entrance and exit is the relevant
location to measure distances to or from for the purpose of trip sequencing: If a consumer considers visiting a
coffee shop before or after a grocery store, the additional distance she has to travel is based on the front door
of the grocery store, not a location in the interior. Second, placing the location of grocery stores at their main
entrances typically reduces the differences between taking straight-line distance (as in this paper) and walking
distance (likely the economically relevant distance metric) between grocery store and restaurant. When the
grocery store location is instead placed in the interior of the store, restaurants that are behind the grocery
store can appear closer than restaurants that are next door. Hence, placing the location of the grocery store
at its front entrance improves the interpretability of estimates by distance. The latitude and longitude given

in the SafeGraph data instead reflect “the general center of the business”?°, typically in the interior of the

30GafeGraph documentation, https://docs.safegraph.com/docs/core-places#section-latitude-longitude accessed on
July 29, 2021.
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store. I use Google Maps satellite as well as Street View imagery to locate the main entrances of all grocery
stores. For about three quarters of the grocery and convenience stores, the difference in locations is less than
20 meters. The largest differences in locations (of around 70 meters) occur for a handful of particularly large
Costco, Safeway, Target, and Walmart stores.

I audit the data on restaurant (outcome unit) locations in three steps. First, I de-duplicate observations
by checking for similarity of business names between any two businesses with locations within 50 meters
of each other according to SafeGraph data. To detect duplicates that are plausibly noticeable based on
name similarity, I specifically focus my attention on businesses with high relative Levenshtein distance, which
measures the minimum numbers of character edits needed to make the names of the two businesses equal,
relative to the length of the longer business name. Most duplicates I detect are clear typos in the name of
one of the observations, and some are abbreviations of business names that I verify to indeed describe the
same business using Google Maps and Street View data. Second, I audit the SafeGraph location data by
comparing the latitude and longitude in the SafeGraph “point of interest” data to the latitude and longitude
obtained by running the business name and street address (also from the “point of interest” data) through
Google Maps. This analysis confirms the high quality of the SafeGraph location data. Randomly inspecting
the locations of a few dozen restaurant in more detail, I find that neither the SafeGraph nor the Google maps
locations are systematically closer to the entrance of the restaurants. Given the much smaller size (area)
of almost all restaurants compared to grocery stores, as well as the much greater number of restaurants, I
do not manually record the latitudes and longitudes of their entrances. Third, I focus on businesses that
were reliably being assigned visits by SafeGraph. I restrict the non-grocery store sample to businesses for
which SafeGraph reported at least 7 visits in each of the four weeks starting in January 2020. This excludes
businesses that were not open at the time, not properly assigned visits by SafeGraph’s algorithm, or are
too small to reliably measure visits for, but retains 95-97.5% of all visits (depending on the week) in the
SafeGraph data. Importantly, each of the three steps is taken without knowledge of which businesses are, in

the later analysis, considered treated or control.

B.2 CoONVOLUTIONAL NEURAL NETWORK

I use a convolutional neural network (CNN) to identify plausible counterfactual locations. First, I specify the
input into the training of the CNN. Second, I describe the architecture of the CNN. Third, I use the trained
CNN to predict many plausible counterfactual locations and additional matching steps to select the final
counterfactual locations used in the analysis.

I project latitude and longitude of all businesses into two-dimensional Cartesian space using the NADS&3
(2011) projection, EPSG:6419 California zone 3. This projection gives the location in meters East and North
relative to a point near the San Francisco Bay Area. In applications where data come from different regions,
different projections may be needed for different regions such that the relative distances within each region
are accurate.

The CNN learns to predict treatment locations in the larger neighborhoods of prespecified locations: real
grocery store locations and semi-randomly chosen locations. The semi-randomly chosen locations, together
with the real grocery store locations, are meant to cover the larger neighborhoods that counterfactual locations
could plausibly occur in. I start with the locations of all businesses for which the nearest grocery store is
between 0.2 miles and 2 miles away. The neighborhoods of businesses even closer to a grocery store are
already included in the consideration set by including that grocery store. Next, I jitter these locations by

adding independent shocks from a normal distribution with mean +0.0004 and standard deviation 0.0001
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Table B.2: Number of businesses by 4-digit NAICS code that are in the larger neighborhoods forming the
input into the convolutional neural network. The number of grocery stores exceeds 167 here because additional
grocery stores that are not in the interior of the main study area are included in these larger neighborhoods.

NAICS code description # unique businesses
7225 Restaurants and Other Eating Places 1975
7139 Other Amusement and Recreation Industries 606
7121 Museums, Historical Sites, and Similar Institutions 409
8131 Religious Organizations 324
6111 Elementary and Secondary Schools 265
6244 Child Day Care Services 264
4451 Grocery Stores 244
4471 Gasoline Stations 182
any - 7845

to their latitudes and longitudes, where the sign of the mean is independently drawn to be +1 or —1 for
each location and coordinate. This step ensures that the center of each larger neighborhood does not fall
exactly onto a business because real grocery store locations never exactly coincide with the locations of other
businesses. Finally, to avoid including the same neighborhoods multiple times, I detect all pairs of jittered
locations that are within 100 meters of one another. I drop locations that are listed “first” (in the arbitrary
order based on the row numbers of the businesses the location is based on) in any such pair. In total, this
results in 1,900 semi-random locations, in addition to the 167 real grocery store locations, that form the
centers of the larger neighborhoods used by the CNN.

The CNN predictions are based on observable characteristics describing small 2D grid cells around the
prespecified locations. Each grid cell covers an area of 0.025mi x 0.025mi (approximately 40m x 40m).
The observable characteristics of each grid cell that I use in this application is the count of businesses by
4-digit NAICS code for the codes given in Table B.2. That is, a cell covering two gasoline stations, one car
dealership, and no other businesses, will have “covariate value” 2 for the covariate indicating industry group
4471 (gasoline stations) and 3 for the covariate indicating “any” industry, with the remaining covariates at 0
because there is no separate covariate for the relatively rare car dealerships (NAICS code 4411, less than 100
in the study area). One could similarly define covariates describing the average income or age of the census
tract covering the cell, or property values for properties in each grid cell.

The CNN receives as its input observations consisting of one larger neighborhood each. The covariates of
the 2D grid are separate “channels” constituting a 3D tensor for each such neighborhood-observation. Each
larger neighborhood consists of 50 x 50 grid cells. The entire neighborhood is randomly shifted, rotated, and
mirrored, with the constraint that the prespecified location is placed within one of the central 10 x 10 grid
cells (uniformly distributed), such that it has at least another 20 grid cells (0.5mi) of “padding” until the
edge of the larger neighborhood.

The CNN consists of 4 sequential 2D convolutions and a final linear (fully connected) layer yielding
10 x 10 + 1 = 101 outputs. I use 2D instance normalization and leaky rectified linear activation for all
neurons in the CNN, and replication padding to ensure the output of each convolution has the same spatial
dimension as the input. The first convolution takes the 9 input channels (eight specific industries and one
for any industry) and convolves it with a kernel size of 5 (considering the 5 x 5 grid cells centered around a
given grid cell) into 18 channels. This layer can “smooth” the input such that the hard borders between grid

cells due to discretization become less relevant. The increase in the number of channels allows the neural

103



network to learn a larger number of non-linearities. The second convolution takes the 18 channels of the
previous layer and convolves them with a kernel size of 21 with a stride of 2 into 36 channels, such that each
grid cell can view grid cells up to 20 cells away in any direction, but skipping every other cell for parsimony.
This layer allows each grid cell to learn about its own neighborhood up to even relatively large distances
(approximately 20 x 0.025mi = 0.5mi). The third convolution takes the 36 channels of the previous layer and
convolves them with a kernel size of 5 into 36 channels, again allowing some smoothing across grid cells to
counteract the skipping of every other grid cell of the previous layer. The fourth convolution takes the 36
channels of the previous layer and convolves them with a kernel size of 21 with a stride of 2 into a single
channel. Intuitively, this layer forces a single prediction for each grid cell based on the large neighborhood
(up to 20 cells away in any direction). The final layer linearly combines the 50 x 50 grid cells of the single
channel of the previous layer into 101 “categories” that constitute the predictions of whether and where an
additional grocery store may be located.

The 101 categories correspond to the central 10 x 10 grid as well as one category indicating a prediction
of no additional grocery store. I train the CNN on batches consisting of 64 large neighborhood observations.
Half (32) of the observations are large neighborhoods around a real grocery store, but with that grocery
store removed from the input channel count of grocery stores per grid cell. The random shift and rotation in
input is such that this removed grocery store could have been in any of the central 10 x 10 grid cells. For
these observations, the prediction maximizing the cross-entropy loss is the category corresponding to the
particular cell that the grocery store has been removed from. All other categories are equal to one another
in terms of loss, and worse than the correct category, which trains the CNN to identify the mode, rather
than average, location. A quarter (16) of the observations are large neighborhoods around a real grocery
store, with no grocery store removed. The correct classification of such observations is into the category
corresponding to “no missing grocery store” instead of any of the 10 x 10 grid cells. The last quarter (16) of
the observations of each batch are large neighborhoods around the semi-random prespecified locations. Their
correct classification is also the category corresponding to “no missing grocery store.”

After training, I evaluate the neighborhoods of the prespecified locations for possible grocery store locations
according to the CNN. In this step, I input batches consisting of 32 observation into the trained CNN. In
these batches, 4 observations are large neighborhoods around real grocery stores: 2 have the grocery store
removed from the input, while 2 do not have the grocery store removed. An additional 28 observations
are large neighborhoods around the semi-random prespecified locations. I make predictions for 5,000 such
batches. The predictions for observations with removed grocery stores allow me to learn the prediction values
(activation) of real grocery store locations. The remaining observations yield possible counterfactual locations.

I find good matches for real grocery store locations among the possible counterfactual locations in two steps.
In the first step, I find separately for each real grocery store location possible counterfactual locations with
similar CNN activation. Specifically, I take each prediction for a removed real grocery store separately (there
are multiple such predictions for each real grocery store under different random shifts, rotation, and mirroring),
and match in descending order of activation, without replacement, within the possible counterfactual locations
(this excludes the prediction category for “no missing grocery store”). I repeat the same matching process
(matching without replacement using the complete set of possible counterfactual locations) using relative
activation within observation, corresponding to the cross-entropy loss function. Taking the union of these
matches, I obtain 19, 857 possible locations that the CNN evaluated as similar to a real grocery store location
under at least one shift, rotation, and mirroring. In the second step, I use propensity score matching to pick

the final counterfactual locations among these 19,857 possible locations. I estimate a propensity score model
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using the real and possible counterfactual locations as observations in a logistic regression. There are three
sets of regressors: the numbers of restaurants in distance bins of width 0.025 miles from the location, up to
a distance of 0.25 miles; the average number of grocery stores near the restaurants in each bin broken out
for each bin into similar bins of distance from the restaurant; and the total number of businesses (of any
industry) in distance bins of width 0.25 miles, up to a distance of 1 mile. I match each grocery store location,
without replacement, to the nearest possible counterfactual location as well as the next higher and lower
counterfactual location based on the estimated propensity scores. I exclude from this list one location of any
pair of possible counterfactual locations that are closer to one another than the smallest distance between any
pair of real grocery store locations. I perform a final matching step (again on the estimated propensity scores)
excluding these “too close” locations and keeping for each real grocery store location its closest matches and
the location with the next larger propensity score to retain the most plausible counterfactual locations.

For the final sample of real grocery store and most plausible counterfactual locations, I estimate a propensity
score to analyze the sample as a quasi-experiment conditional on these locations and propensity scores. The
propensity score estimation uses the same regressors as the estimated propensity score for matching. This
propensity score is only used to weight the “control” observations (restaurants near counterfactual locations)
because the average treatment effect on the treated (ATT) estimator does not require reweighting of the
“treated” observations (restaurants near real grocery stores). The primary purpose is to balance exposure to
grocery stores appropriately between treated and control restaurants. When estimating the average effect of
one marginal grocery store on restaurants at a distance d, the treated and control restaurants at that distance
indeed differ on average by one grocery store at distance d, and have similar average exposure to grocery
stores at other distances as Figure 14 in the main text illustrates. By selecting the counterfactual locations
from the CNN predictions based on the relative locations of other businesses in the large neighborhoods,
these locations and propensity score weights also balance exposure to other businesses in the neighborhood

as shown in Figure 15 of the main text.
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