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Timo Mitze, Alfredo R. Paloyo, and Björn Alecke1

Quasi-experimental Methods in Empirical 
Regional Science and Policy Analysis –
Is there a Scope for Application?

Abstract
Applied econometrics has recently emphasized the identifi cation of causal parameters 
for policy analysis. This revolution has yet to fully propagate to the fi eld of regional 
science. We examine the scope for application of the matching approach – part of 
the modern applied econometrics toolkit – in regional science and highlight special 
features of regional data that make such an application diffi  cult. In particular, our 
analysis of the eff ect of regional subsidies on labor-productivity growth in Germany 
indicates that such policies are eff ective, but only up to a certain maximum treatment 
intensity. Although the matching approach is very appealing due to its methodological 
rigor and didactical clarity, we faced diffi  culties in balancing the set of covariates for 
our regional data given that the regions diff er strongly with respect to the underlying 
structural characteristics. Thus, results have to be interpreted with some caution. The 
matching approach nevertheless can be of great value for regional policy analysis and 
should be the subject of future research eff orts in the fi eld of empirical regional science.

JEL Classifi cation: C21, R11, R58

Keywords: Generalized propensity score; nearest neighbor matching; labor productivity 
growth; regional policy
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1 Timo Mitze, University of Southern Denmark; Alfredo R. Paloyo, RWI; Björn Alecke, Gesellschaft 
für Finanz- und Regionalanalysen (GEFRA). – Earlier versions of this paper have been presented at 
the 50th ERSA Congress in Jönköping and the 51st ERSA Congress in Barcelona. The authors thank 
conference participants for helpful suggestions. – All correspondence to Timo Mitze, Department 
of Border Region Studies, University of Southern Denmark, Alsion 2, 6400 Sønderborg, Denmark, 
E-Mail: tmitze@sam.sdu.dk.
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