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PROGRAM EVALUATION WITH HIGH-DIMENSIONAL DATA

A. BELLONI, V. CHERNOZHUKOV, I. FERNANDEZ-VAL, AND C. HANSEN

ABSTRACT. We consider estimation of policy relevant treatment effects in a data-rich environ-
ment where there may be many more control variables available than there are observations.
In addition to allowing many control variables, the setting we consider allows heterogeneous
treatment effects, endogenous receipt of treatment, and function-valued outcomes. To make
informative inference possible, we assume that reduced form predictive relationships are approx-
imately sparse. That is, we require that the relationship between the covariates and the outcome,
treatment status, and instrument status can be captured up to a small approximation error us-
ing a small number of controls whose identities are unknown to the researcher. This condition
allows estimation and inference for a wide variety of treatment parameters to proceed after se-
lection of an appropriate set of control variables formed by selecting controls separately for each
reduced form relationship and then appropriately combining this set of reduced form predictive
models and associated selected controls. We provide conditions under which post-selection infer-
ence is uniformly valid across a wide-range of models and show that a key condition underlying
uniform validity of post-selection inference allowing for imperfect model selection is the use of
approximately unbiased estimating equations. We illustrate the use of the proposed treatment
effect estimation methods with an application to estimating the effect of 401(k) participation on

accumulated assets.

Keywords: local average and quantile treatment effects, endogeneity, instruments, local effects

of treatment on the treated, propensity score, LASSO

1. INTRODUCTION

The goal of many empirical analyses in economics is to understand the causal effect of some
treatment such as participation in a government program on economic outcomes. Such analy-
ses are often complicated by the fact that few economic treatments or government policies are
randomly assigned. The lack of true random assignment has led to the adoption of a variety of
quasi-experimental approaches to estimating treatment effects that are based on observational
data. Such methods include instrumental variables (IV) methods in cases where treatment is not
randomly assigned but there is some other external variable, such as eligibility for receipt of a
government program or service, that is either randomly assigned or the researcher is willing to
take as exogenous conditional on the right set of control variables. Another common approach
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is to assume that the treatment variable itself may be taken as exogenous after conditioning on
the right set of factors which leads to regression or matching based methods, among others, for
estimating treatment effects

A practical problem empirical researchers must face when trying to estimate treatment effects
is deciding what conditioning variables to include. When the treatment variable or instrument is
not randomly assigned, a researcher must choose what needs to be conditioned on to make the
argument that the instrument or treatment is exogenous plausible. Typically, economic intuition
will suggest a set of variables that might be important to control for but will not identify exactly
which variables are important or the functional form with which variables should enter the
model. While less crucial to plausibly identifying treatment effects, the problem of selecting
controls also arises in situations where the key treatment or instrumental variables are randomly
assigned. In these cases, a researcher interested in obtaining precisely estimated policy effects will
also typically consider including additional control variables to help absorb residual variation.
As in the case where including controls is motivated by a desire to make identification of the
treatment effect more plausible, one rarely knows exactly which variables will be most useful for
accounting for residual variation. In either case, the lack of clear guidance about what variables
to use presents the problem of selecting a set of controls from a potentially large set of variables
including raw regressors available in the data as well as interactions and other transformations
of these regressors.

In this paper, we consider estimation of the effect of an endogenous binary treatment, D, on
an outcome, Y, in the presence of a binary instrumental variable, Z, in settings with very many
controls, X. We allow for fully heterogeneous treatment effects and thus focus on estimation of
causal quantities that are appropriate in heterogeneous effects settings such as the local average
treatment effect (LATE) or the local quantile treatment effect (LQTE). We focus our discussion
on the case where identification is obtained through the use of an instrumental variable but
note that all results carry through to the case where the treatment is taken as exogenous after
conditioning on sufficient controls simply by replacing the instrument with the treatment variable
in the estimator and the formal results.

The methodology for estimating policy-relevant effects we consider allows for cases where
the number of regressors, p, is much greater than the sample size, n. Of course, informative
inference about causal parameters cannot proceed allowing for p > n without further restrictions.
We impose sufficient structure through the assumption that reduced form relationships such as
E[D|X], E[Z| X], and E[Y|X] are approximately sparse. Intuitively, approximate sparsity imposes
that these reduced form relationships can be represented up to a small approximation error as a
linear combination, possibly inside of a known link function such as the logistic function, of a small
number s < n of the variables in X whose identities are a priori unknown to the researcher. This
assumption allows us to use methods for estimating models in high-dimensional sparse settings

!There is a large literature about estimation of treatment effects. See, for example, the textbook treatments
in Angrist and Pischke (2008) or Wooldridge (2010) and the references therein for discussion from an economics

perspective.
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that are known to have good prediction properties to estimate the fundamental reduced form
relationships. We may then use these estimated reduced form quantities as inputs to estimating
the causal parameters of interest. Approaching the problem of estimating treatment effects within
this framework allows us to accommodate the realistic scenario in which a researcher is unsure
about exactly which confounding variables or transformations of these confounds are important
and so must search among a broad set of controls.

Valid inference following model selection is non-trivial as direct application of usual inference
procedures following model selection does not provide valid inference about causal parameters
even in low-dimensional settings, such as when there is only a single control, unless one assumes
sufficient structure on the model that perfect model selection is possible. Such structure is very
restrictive and seems unlikely to be satisfied in many economic applications. For example, a
typical condition that allows perfect model selection in a linear model is to assume that all
but a small number of coefficients are exactly zero and that the non-zero coefficients are all
large enough that they can be distinguished from zero with probability very near one in finite
samples. Such a condition rules out the possibility that there may be some variables which have
moderate, but non-zero, partial effects. Ignoring such variables may lead to only a small loss
in predictive performance while also producing a non-ignorable omitted variables bias that has
a substantive impact on estimation and inference regarding individual model parameters. For
further discussion, see Leeb and Potscher (2008a; 2008b) and Pétscher (2009).

A key contribution of our paper is providing inferential procedures for key parameters used in
program evaluation that are theoretically valid within approximately sparse models allowing for
imperfect model selection. Our procedures build upon the insights in Belloni, Chernozhukov, and
Hansen (2010) and Belloni, Chen, Chernozhukov, and Hansen (2012) who demonstrate that valid
inference about low-dimensional structural parameters can proceed following model selection,
allowing for model selection mistakes, under two key conditions. First, estimation should be
based upon “orthogonal” moment conditions that are first-order insensitive to changes in the
values of the nuisance parameters. Specifically, if the target parameter value o is idenitifed via
the moment condition

Epy(W, ap, ho) = 0, (1)
where hg is to be estimated via a post-model-selection or regularization method, one needs to use a
moment function, 1, such that the moment condition is orthogonal with respect to perturbations
of h around hg. More formally, the moment conditions should satisfy

O [Epyp (W, ag, h)]h=n, = 0 (2)

where Oh computes the functional derivative operator with respect to h. Second, one needs to
use a model selection procedure that keeps model selection errors “moderately” small.

The orthogonality condition embodied in (2]) has a long history in statistics and econometrics.
For example, this type of orthogonality was used by Neyman (1979) in low-dimensional settings
to deal with crudely estimated parametric nuisance parameters. To the best of our knowledge,
Belloni, Chernozhukov, and Hansen (2010) and Belloni, Chen, Chernozhukov, and Hansen (2012)
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were the first to use this property in the p > n setting where they used it to allow Lasso or post-
Lasso estimation of the nuisance function hg, the optimal instrument, in a linear instrumental
variables model with many instruments. Using estimators based upon moment conditions with
this low-bias property insures that crude estimation of hg via post-selection or other regularization
methods has an asymptotically negligible effect on the estimation of cy. Another paper in the
p > n setting where this approach is exploited is Belloni, Chernozhukov, and Hansen (2011)
which proposes a double-selection method to construct an “orthogonal” moment equation whose
use allows one to obtain valid inference on the parameters of the linear part of the partially linear
model and on average treatment effects when treatment is exogenous conditional on observablesE
In the general endogenous treatment effects setting we consider in this paper, such moment
conditions can be found as efficient influence functions for certain reduced form parameters as
in Hahn (1998). Moreover, our analysis allows for function-valued outcomes. As a result, the
parameters of interest ag are themselves function-valued; i.e. they can carry an index. We
illustrate how these efficient influence functions coupled with methods developed for forecasting
in high-dimensional sparse models can be used to estimate and obtain valid inferential statements
about a variety of structural/treatment effects. We formally demonstrate uniform in P validity
of the resulting inference within a broad class of approximately sparse models including models
where perfect model selection is theoretically impossible.

In establishing our main theoretical results, we consider variable selection for functional re-
sponse data using £1-penalized methods. As examples, note that functional response data arises
when one is interested in LQTE at not just a single quantile but across a range of quantile indices
or when one is interested in how 1(Y < u) relates to treatment across a range of threshold values
u. Considering such functional response data allows us to provide a unified inference procedure
that allows for inference to be drawn about interesting quantities such as distributional effects of
treatment as well as simpler objects such as the LQTE at a single quantile. Demonstrating that
the developed methods provide uniformly valid inference for functional response data in a high-
dimensional setting allowing for model selection mistakes is a main theoretical contribution of the
present paper. Our result builds upon the work of Belloni and Chernozhukov (2011b) who pro-
vide rates of convergence for variable selection when one is interested in estimating the quantile
regression process with exogenous variables. More generally, this theoretical work complements
and extends the rapidly growing set of results for /;-penalized estimation methods; see, for ex-
ample, Frank and Friedman (1993); Tibshirani (1996); Fan and Li (2001); Zou (2006); Candes
and Tao (2007); Meinshausen and Yu (2009); Huang, Horowitz, and Ma (2008); Bickel, Ritov,
and Tsybakov (2009); Huang, Horowitz, and Wei (2010); Belloni and Chernozhukov (2013);
Bickel, Ritov, and Tsybakov (2009); Belloni, Chen, Chernozhukov, and Hansen (2012); van de
Geer (2008); Bach (2010); Belloni, Chernozhukov, and Wei (2013); Belloni and Chernozhukov
(2011a); Belloni, Chernozhukov, and Kato (2013); Kato (2011); and the references therein. We

ZFarrell (2013) also builds upon Belloni, Chernozhukov, and Hansen (2011) focusing on the problem of estimating

average treatment effects when treatment is exogenous conditional on observables.
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also demonstrate that a simple weighted bootstrap procedure can be used to produce asymptot-
ically valid inference statements which should aid in practical implementation of our proposed
inference methods.

We illustrate the use of our methods by estimating the effect of 401(k) participation on mea-
sures of accumulated assets as in Chernozhukov and Hansen (2004)H Similar to Chernozhukov
and Hansen (2004), we provide estimates of LATE and LQTE across a range of quantiles. We
differ from this previous work by using the high-dimensional methods developed in this paper
to allow ourselves to consider a much broader set of control variables than have previously been
considered. We find that 401(k) participation has a small impact on accumulated financial assets
at low quantiles while appearing to have a much larger impact at high quantiles. Interpreting the
quantile index as “preference for savings” as in Chernozhukov and Hansen (2004), this pattern
suggests that 401(k) participation has little causal impact on the accumulated financial assets
of those with low desire to save but a much larger impact on those with stronger preferences
for savingH It is interesting that these results are quite similar to those in Chernozhukov and
Hansen (2004) despite allowing for a much richer set of control variables.

1.1. Notation. A random variable W lives on the probability space (S,S,P). We have i.i.d.
copies (W;)"_, of W, the data. The data live on the probability space (A,A,Pp), containing
x22,(S,S, P) as a subproduct. The probability space (€2,.A,Pp) will also carry i.i.d. copies of
bootstrap multipliers (&;)7; which are independent of the data (W;)7_,. Note also that we use
capital letters such as W to denote random elements and use the lower case letters such as w as
fixed values that these random elements can take. We also use the standard empirical processes

Gu(f) = Gu(fF(W)) = n~ 2 {f(Wi) = Ep[f(W))]}
=1

indexed by a measurable class of functions F : S — R; see van der Vaart and Wellner (1996),
Chapter 2.3. We denote by P,, the (random) empirical probability measure that assigns prob-
ability n=! to each W;. In what follows, we use |[W|p, to denote the LI(P) norm of a
random variable W with law determined by P, and we use ||W|lp,, to denote the empiri-
cal LY(P,) norm of a random variable with law determined by the empirical measure P,, i.e.,
IWlle,q = (=1 S0 Wiy,

2. THE SETTING AND THE TARGET PARAMETERS

2.1. Observables and Reduced Form Parameters. The observable random variables con-
sist of Yy, X, Z, and D, where Y,, is indexed by u € U. The observables are a random variable
W = ((Yu)ueu, X, Z, D). The variable D € D = {0,1} will indicate the receipt of a treatment

3See also Poterba, Venti, and Wise (1994; 1995; 1996; 2001); Benjamin (2003); and Abadie (2003) among others.
4Results in Chernozhukov and Hansen (2004) also suggest that there is little impact on total accumulated
wealth at any quantile index suggesting that the results in the upper tail are largely due to substitutions from

non-financial wealth to the tax advantaged 401(k) saving in financial assets.
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or participation in a program. It will be typically endogenous; that is, we will typically view
the treatment as assigned non-randomly. The instrumental variable Z € Z = {0,1} is a bi-
nary instrumental variable, such as an offer of participation, that is assumed to be exogenous
conditional on observable covariates X. That is, we assume that we may treat the instrument
as randomly assigned conditional on X. We denote the support of X by X. The notions of
exogeneity and endogeneity we employ are standard, but we state them below for clarity and
completeness. We also restate standard conditions that are sufficient for a causal interpretation
of our target parameters.

The random variable Y,, will be an outcome of interest. Allowing Y;, to be indexed is important
for allowing treatment of functional data. For example, Y, could represent an outcome falling
short of a threshold, namely Y,, = 1(Y < u), in the context of distributional analysis. In growth
charts analysis, Y, could be a height indexed by age u; and Y,, could be a health outcome indexed
by a dosage u in dosage response studies. Our framework is tailored for such functional response
data. The special case with no index is included by simply considering I/ as a singleton set.

We make use of two key types of reduced form parameters for estimating the structural param-
eters of interest — (local) treatment effects and related quantities. These reduced form parameters
are defined as

ay(z) := Eplgy (2, X)] for z € {0,1} and ~y := Ep[V], (3)
where z = 0 or z = 1 are the fixed values of the random variable Z and the function gy, mapping
the support ZX of vector (Z, X) to the real line R, is defined as

gv(z,z) :=Ep[V|Z =2, X = x]. (4)

We use V' to denote a target variable whose identity may change depending on the context such
as V =14(D)Y, or V = 14(D) where 14(D) := 1(D = d) is the indicator function.

The structural parameters we consider are smooth functionals of these reduced-form parame-
ters. In our approach to estimating treatment effects, we estimate the key reduced form parameter
ay(z) using recent approaches to dealing with high-dimensional data coupled with using “low-
bias” estimating equations. The low-bias property is crucial for dealing with the “non-regular”
nature of penalized and post-selection estimators which do not admit linearizations except under
very restrictive conditions. The use of regularization by model selection or penalization is in turn
motivated by the desire to accommodate high-dimensional data.

2.2. Target Structural Parameters — Local Treatment Effects. The reduced form param-
eters defined in () are key because the structural parameters of interest are functionals of these
elementary objects. The local average structural function (LASF) defined as

a1,(pyy, (1) — a1, D)y, (0)
ald(D)(l) — Q1,4(D) (0)

underlies the formation of many commonly used treatment effects. The LASF identifies the

Oy, (d) = , de{0,1} (5)

average outcome for the group of compliers, individuals whose treatment state may be influenced
by variation in the instrument, in the treated and non-treated states under standard assumptions;
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see, e.g. Imbens and Angrist (1994). The local average treatment effect (LATE) is defined as
the difference of the two values of the LASF:

Oy, (1) — by, (0). (6)

The term local designates that this parameter does not measure the effect on the entire population
but is local in the sense that it measures the effect for the subpopulation of compliers.

When there is no endogeneity, formally when D = Z, the LASF and LATE become the
average structural function (ASF) and average treatment effects (ATE). Thus, our results cover
this situation as a special case. In this special case, the ASF and ATE are given by

Oy, (2) = ay,(2), Oy, (1) — 0y, (0) = ay, (1) — ay,(0). (7)

We also note that the impact of the instrument 7 itself may be of interest since Z often encodes
an offer of participation in a program. In this case, the parameters of interest are again simply
the reduced form parameters ay, (z) and ay, (1) —ay, (0). Thus, the LASF and LATE are primary
targets of interest in this paper with analysis of the ASF and ATE subsumed as special cases.

2.2.1. Local Distribution and Quantile Treatment Effects. Setting Y, =Y in (B) and (@) provides
the conventional LASF and LATE. An important generalization arises by letting Y, = 1(Y < u)
be the binary encoding of the outcome of interest falling below a threshold w. In this case, the
family of effects

(0, (1) — 0y, (0))ucr, (8)
describe the local distributional treatment effects (LDTE). Similarly, we can look at the quantile

transforms of the curves u — Oy, (2),
0y (1,2) :=inf{u € R: 0y, (2) > 7}, (9)
and examine the family of local quantile treatment effects (LQTE):

(63 (7.1) = 65 (7,0))re(0,1)- (10)

2.3. Target Structural Parameters — Local Treatment Effects on the Treated. In ad-
dition to the local treatment effects given in Section 2.2, we may be interested in local treatment
effects on the treated. The key object in defining local treatment effects on the treated is the
local average structural function for the treated (LASF-T) which is defined by its two values:

NE V102)) i a1,(Dyv, (0)
V14(D) — @14(D)(0)

y, (d) , de{0,1}. (11)

These quantities identify the average outcome for the group of treated compliers in the treated
and non-treated states under assumptions stated below. The local average treatment effect on the
treated (LATE-T) introduced in Hong and Nekipelov (2010) is defined simply as the difference
of two values of LASF-T:

Uy, (1) = Iy, (0). (12)
The LATE-T may be of interest because it measures the average treatment effect for treated

compliers, namely the subgroup of compliers that actually receive the treatment.



When the treatment is assigned randomly given controls so we can take D = Z, the LASF-
T and LATE-T become the average structural function for the treated (ASF-T) and average
treatment effects on the treated (ATE-T). In this special case, the ASF-T and ATE-T are given
by

By (1) = MOV By (0) = Y1o(D)Ys — v, (0)
Y11(D) YD) — 1

, Uy, (1) = Dy, (0); (13)

and we can use our results to provide estimation and inference results for these quantities.

2.3.1. Local Distribution and Quantile Treatment Effects on the Treated. Local distributional
treatment effects on the treated (LDTE-T) and local quantile treatment effects on the treated
(LQTE-T) can also be defined. As in Section 2.2.1, we let Y,, = 1(Y < u) be the binary encoding
of an outcome of interest, Y, falling below a threshold u. The family of treatment effects

(Vy,, (1) = Uy, (0))uer (14)

then describes the LDTE-T. We can also use the quantile transforms of the curves u +— vy, (z),
Uy (1,2) == inf{u € R : Jy, (2) > 7}, (15)

and define LQTE-T:
(93 (7,1) = 95 (7,0)re(0,1)- (16)

Under conditional exogeneity LQTE and LQTE-T reduce the quantile treatment effects (QTE)
(Koenker (2005)) and quantile treatment effects for the treated (QTE-T).

2.4. Causal Interpretations for Structural Parameters. The quantities discussed in Sec-
tions 2.2 and 2.3 have causal interpretations under standard conditions. To discuss these con-
ditions, we use potential outcomes notation: Y,; and Y, denote the potential outcomes under
treatment states 1 and 0. These outcomes are not observed jointly, and we instead observe
Y, = DYy1 + (1 — D)Y,0, where D € D = {0, 1} is the random variable indicating participation
or treatment state. Under exogeneity, D is assigned independently of the potential outcomes
conditional on covariates X, i.e. (Y,1,Y,0) L D | X a.s., where L denotes statistical indepen-

dence.

When exogeneity fails, D may depend on the potential outcomes. For example, people may
drop out of a program if they think the program will not benefit them. In this case, instrumental
variables are useful in creating quasi-experimental fluctuations in D that may identify useful
effects. To provide identification in this setting, we assume the existence of an instrument 7,
such as an offer of participation, that is assigned randomly conditional on observable covariates
X. We further assume the instrument is binary. Let the random variables D; and D, indicate
the participation decisions under the potential instrument states 1 and 0, respectively. These
variables may in general depend on the potential outcomes. As with the potential outcomes,
the participation decisions under both instrument states are not observed jointly. The realized
participation decision is then given by D = ZD;y + (1 — Z)D,.
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There are many causal quantities of interest for program evaluation. Chief among these are

various structural averages

e average structural function (ASF):  Ep[Yad],

e average structural function for the treated (ASF-T): Ep[Yyuq | D =1],

e local average structural function (LASF): Ep[Y,q | D1 > Dy,

e local average structural function for the treated (LASF-T): Ep[Yuq | D1 > Do, D = 1],

as well as effects derived from them such as

e average treatment effects (ATE):  Ep[Yy1] — Ep[Yuol,

e average treatment effect for the treated (ATE-T): Ep[Y,1 | D =1 —Ep[Yy | D =1],

e local average treatment effect (LATE): Ep[Yy,1 | D1 > Do|] — Ep[Yyo | D1 > Dy,

e local average treatment effect for the treated (LATE-T): Ep[Y,1 | D1 > Dy, D =
1] — Ep[Yuo ’ D1 > Dy, D = 1].

These causal quantities are the same as the stuctural parameters defined in Sections 2.2-2.3 under

the following well-known sufficient condition.

Assumption 1 (Causal Interpretability). The following conditions hold P-almost surely: (Ex-
ogeneity) ((Yur,Yuo)uew D1, Do) L Z | X; (First Stage) Ep[Dy | X] # Ep[Dy | X]; (Non-
Degeneracy) P(Z =1| X) € (0,1); (Monotonicity) P(Dy > Dy | X) = 1. [

This condition is much-used in the program evaluation literature. It also has an equivalent
formulation in terms of a simultaneous equation model with a binary endogenous variable; see
Vytlacil (2002) and Heckman and Vytlacil (1999). For a thorough discussion of this assumption,
we refer to Imbens and Angrist (1994). Using this assumption, we present the following lemma
which follows from results of Abadie (2003) and Hong and Nekipelov (2010) that both build
upon the results of Imbens and Angrist (1994). The lemma shows that the parameters y, and
Jy, defined earlier have a causal interpretation under Assumption [II Therefore, our referring to

them as structural /causal is justified under this condition.
Lemma 2.1 (Identification of Causal Effects). Under Assumption[d, for each d € D,
Ep[Yya | D1 > Do| = 0y,(d), Ep[Yua | D1 > Do, D = 1] = dy,(d).
Furthermore, if D is exogenous, namely D = Z a.s., then
Ep(Yua | D1 > Do) = Ep[Yua), Ep[Yud| D1 > Do, D =1]=Ep[Yua | D = 1].

3. ESTIMATION OF REDUCED-FORM AND STRUCTURAL PARAMETERS IN A DATA-RICH
ENVIRONMENT

Recall that the key objects used in defining the structural parameters in Section 2 are the

expectations
ay (z) = Eplgyv (2, X)] and yv := E[V], (17)
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where gy (z,X) = Ep[V|Z = z,X] and V denotes a variable whose identity will change with the
context. Specifically, we shall vary V over the set V,:

VeV = (Vyy)io) = {Yu, 14(D)Yy,14(D) : d € D}. (18)

Given the definition of oy (2) = Eplgy (2, X)], it is clear that gy (z, X) will play an important
role in estimating ay (z). A related function that will play an important role in forming a robust
estimation strategy is the propensity score my : ZX — R defined by

mz(z,x) == Pp[Z = 2| X = z]. (19)

We will denote other potential values for the functions gy and myz by parameters g and m,
respectively. A first approach to estimating ay (z) is to try to recover gy and my directly using
high-dimensional modelling and estimation methods.

As a second approach, we can further decompose gy as

1
gV(Z,ﬂf) = ZEV(d,Z,ZE)lD(d,Z,ZE), (20)
d=0
where the regression functions ey and [p, mapping the support DZX of (D, Z, X) to the real
line, are defined by

ev(d,z,x) :==Ep[V|D =d,Z = 2,X =z] and (21)
Ip(d,z,x) :=PpD=d|Z =2,X = x|. (22)

We shall denote other potential values for the functions ey and [p by parameters e and [. In this
second approach, we can again use high-dimensional methods for modelling and estimating ey
and [p, and we can then use relation (20) to obtain gy. Given the resulting gy and an estimate
of myz obtained from using high-dimensional methods to model the propensity score, we can then
recover ay (z).

This second approach may be seen as a “special” case of the first. However, this approach
could in fact be more principled than the first. For example, if we use linear or generalized lineaIH
models to approximate each of the elements ey, [p and myz, then the implied approximations
can strictly nest some coherent models such as the standard dummy endogenous variable model
with normal disturbances. This strict nesting of coherent models is more awkward in the first
approach which directly approximates gy using linear or generalized linear forms. Indeed, the
“natural” functional form for gy is not of the linear or generalized linear form but rather is given
by the affine aggregation of cross-products shown in (20)). While these potential differences exist,
we expect to see little quantitative difference between the estimates obtained via either approach
if sufficiently flexible functional forms are used. For example, we see little difference between the

two approaches in our empirical example.

57 Generalized linear” means “linear inside a known link function” in the context of the present paper.
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3.1. First Step: Modeling and Estimating Regression Function gy, mz, [p, and ey in
a Data-Rich Environment. In this section, we elaborate the two strategies that we introduced
above.

Strategy 1. We first discuss direct estimation of gy and my, which corresponds to the first
strategy suggested in the previous subsection. Since the functions are unknown and potentially

complicated, we use generalized linear combinations of a large number of control terms

FX0) = (f(X)52s (23)
to approximate gy and my. Specifically, we use
gv(z,z) = Av[f(2,2) Bv] +rv(z,2), (24)
flzoa) = (1= 2)f(2), 2f(2)), Bv = (Bv(0),Bv(1)), (25)
and
mz(1,2) = Az[f(2)' Bz] +rz(x), mz(0,2) =1~ Az[f(x)'Bz] — rz(x). (26)

In these equations, ry(z,x) and rz(z) are approximation errors, and the functions Ay (f(x) By (2))
and Ayz(f(z)'B8z) are generalized linear approximations to the target functions gy (z,z) and
mz(1,z). The functions Ay and Ay are taken to be known link functions A. The most common
example is the linear link A(u) = u. When the response variables V', Z, and D are binary, we
may also use the logistic link A(u) = Ag(u) = €“/(1 + e*) and its complement 1 — Ag(u) or the
probit link A(u) = ®(u) = (2m)~! [* ¢=%"/2dz and its complement 1 — ®(u). For clarity, we use
links from the finite set £ = {Id, ®,1 — ®, Ag,1 — Ag} where Id is the identity (linear) link.

In order to allow for a flexible specification and incorporation of pertinent confounding factors,
we allow for the dictionary of controls, denoted f(X), to be “rich” in the sense that its dimension
p = p, may be large relative to the sample size. Specifically, our results require only that

logp = o(n'/?)

along with other technical conditions. High-dimensional regressors f(X) could arise for different
reasons. For instance, the list of available controls could be large, i.e. f(X) = X as in e.g.
Koenker (1988). It could also be that many technical controls are present; i.e. the list f(X) =
(f5(X ));’:1 could be composed of a large number of transformations of elementary regressors
X such as B-splines, dummies, polynomials, and various interactions as, e.g., in Newey (1997),
Tsybakov (2009), and Wasserman (2006). The functions f; forming the dictionary can depend
on n, but we suppress this dependence.

Having very many controls f(X) creates a challenge for estimation and inference. A useful
condition that makes it possible to perform constructive estimation and inference in such cases is
termed approximate sparsity or simply sparsity. Sparsity imposes that there exist approximations
of the form given in (24))-(26]) that require only a small number of non-zero coefficients to render

the approximation errors small relative to estimation error. More formally, sparsity relies on two
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conditions. First, there must exist By and 8z such that

1Bv llo + 18zlo < s. (27)

That is, there are at most s = s, < n elements in the union of the support of Sz with the
union of the supports of 8y. Second, the sparsity condition requires that the size of the resulting
approximation errors is small compared to the conjectured size of the estimation error; namely,

forall V eV,

{Ep[ri(Z, X))}/ + {Ep[rZ (X))} < Vs/n. (28)
Note that the size of the approximating model s = s, can grow with n just as in standard series
estimation, subject to the rate condition

s*log®(p vV n)/n — 0.

This condition ensures that functions gy and my are estimable at the o(n~/*) rates and are used
to derive asymptotic normality results for the structural and reduced-form parameter estimates.
This condition can be substantially relaxed if sample splitting methods are used.

The high-dimensional-sparse-model framework outlined above extends the standard framework
in the program evaluation literature which assumes both that the identities of the relevant controls
are known and that the number of such controls s is much smaller than the sample size. Instead,
we assume that there are many, p, potential controls of which at most s controls suffice to achieve
a desirable approximation to the unknown functions gy and myz; and we allow the identity of
these controls to be unknown. Relying on this assumed sparsity, we use selection methods to
choose approximately the right set of controls.

Current estimation methods that exploit approximate sparsity employ different types of reg-
ularization aimed at producing estimators that theoretically perform well in high-dimensional
settings while remaining computationally tractable. Many widely used method are based on
{1-penalization. The Lasso method is one such commonly used approach that adds a penalty for
the weighted sum of the absolute values of model parameters to the usual objective function of
an M-estimator. A related approach is the Post-Lasso method which performs re-estimation of
the model after selection of variables by Lasso. These methods are discussed at length in recent
papers and review articles; see, for example, Belloni, Chernozhukov, and Hansen (2013). Rather
than provide specifics of these methods here, we specify detailed implementation algorithms in
the Appendix.

In the following, we outline the general features of the Lasso method focusing on estimation
of gy. Given data (ﬁ,Xi)?zl = (Vi, f(Z;, Xi)),, the Lasso estimator BV solves

. ‘ - -, Ao~
B < arg min (Ba[M(V, X))+~ 8611 ). (29)

where U = diag(lAl, . ,z;,) is a diagonal matrix of data-dependent penalty loadings, M (y,t) =
5(y — t)% in the case of linear regression, and M (y,t) = 1(y = 1)logA(t) + 1(y = 0)log(1 —
A(t)) in the case of binary regression. In the binary case, the link function A could be logistic
or probit. The penalty level, A, and loadings, lAj j = 1,...,p, are selected to guarantee good



13

theoretical properties of the method. We provide theoretical choices and further detail regarding
implementation in Section 5. A key consideration in this paper is that the penalty level needs to
be set to account for the fact that we will be simultaneously estimating potentially a continuum
of Lasso regressions since our V varies over the list V,, with u varying over the index set U.

The post-Lasso method uses BV solely as a model selection device. Specifically, it makes use
of the labels of the regressors with non-zero estimated coefficients,
Iy = support(fy ).
The Post-Lasso estimator is then a solution to

B < arg min (B, [M(V.X'8)]: 5 = 0.5 ¢ I ). (30)

A main contribution of this paper is establishing that estimators gy (Z, X) = A(f(Z, X)' By ) of
the regression function gy (Z, X), where fy = BV or By = BV, achieve the near oracle rate of
convergence \/W and maintain desirable theoretic properties allowing for a continuum
of response variables.

Estimation of my proceeds similarly. The Lasso estimator BZ and Post-Lasso estimators
B4 are defined analogously to BV and By using the data (Y/Z-,Xi)g;l: (Z;, f(Xi)),. As with
the estimator gy (Z, X), the estimator mz(1,X) = Az(f(X) Bz) of mz(X), with 3z = By or
Bz = Bz, achieves the near oracle rate or convergence \/W and has other good theoretic
properties. The estimator of mz (0, X) is then given by 1 —mz(1, X).

Strategy 2. The second strategy we consider involves modeling and estimating my as above
via (26) while modeling gy via its disaggregation into parts ey and [p via (20). We model each
of the unknown partd] of ey and [p using the same approach as in Strategy 1. Specifically, we
model the conditional expectation of V' given D, Z, and X by

ev(d, z,z) = Tv[f(d,z,2)'0v] + ov(d, z,2), (31)
fld,z,2) == (1 = d)f(z,2), df (z,2)), Oy == (Ov(0)', Ov (1)) (32)
We model the conditional probability of D taking on 1 or 0, given Z and X by
33
34
35
36

Ip(1,z,2) = Tp[f(z,2)'0p] + op(z,z), (
Ip(0,2,2) =1 —Tplf(z,2)0p] — op(z, x), (
flz,2) = ((1=2)f(2), 2f(2)), (
Op = (0v(0,0)',6v(0,1)’,0v(1,0)", 0y (1,1))". (

)
)
)
)
Here oy (d, z,x) and op(z,x) are approximation errors, and the functions I'y (f(X) 0y (d, z,x))
and I'p(f(X)'0y(z,x)) are generalized linear approximations to the target functions ey (d, z, z)
and Ip(1,z,2). The functions I'y and I'p are taken to be known link functions A € £ as in the

previous strategy.

6Upon conditioning on D = d some parts become known; e.g., e1,(pyy (d',,2) = 0if d # d’ and e1 ,(py(d', z,z) =
lifd=d.
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As in the first strategy, we maintain approximate sparsity in the modelling framework. We
assume that there exist 8z, 6y and 0p such that

16vllo +1100ll0 + [[Bz[lo < s (37)

That is, we assume that there are at most s = s, < n elements in the union of the support of
Bz, the support of p, and the union of the supports of 6y where the union is over variables
VeV = (Vy,ueclU). Thesparsity condition also requires the size of the approximation errors to
be small compared to the conjectured size of the estimation error: For all V € V = (V,,u € U),

we assume

{Ep[rZ (X2 + {Eplot (D, Z, X)]}* + {Eploh (X))} S Vs/n. (38)
Note that the size of the approximating model s = s, can grow with n just as in standard series
estimation as long as s2log3(p vV n)/n — 0.

We proceed with estimation of ey and [p analogously to the approach outlined in Strategy
1. The Lasso estimator §V and Post-Lasso estimators 6y are defined analogously to EV and
By using the data (Y;, X;)?_,= (Vi, f(D;, Zi, Xi)), and the link function A = Ay. The esti-
mators ey (D, Z, X) = A(f(D, Z, X) 0y), with 0, = 6y or By = By, have near oracle rates or
convergence, \/W, and other desirable properties. The Lasso estimator §D and Post-
Lasso estimators 8 are also defined analogously to BV and By using the data (f/i,f(i)?:l:
(D;, f(Z;,X;))?, and the link function A = Ap. Again, the estimators Ip(Z,X)=Af(Z,X)0p)
of Ip(Z,X), where Op = HD or p = 0p, have good theoretical properties including the near
oracle rate of convergence, +/(slogp)/n. The resulting estimator for gy (z, X) is then given by

1

zxzz dZ:ElD(dZ:E) (39)
d=0

3.2. Second Step: Robust Estimation of Reduced-Form Parameters ay (z). Estimation
of the key quantities ay (2) will make heavy use of “low-bias” moment functions as defined in
[@). These moment functions are closely tied to efficient influence functions, where efficiency is
in the sense of locally minimax semi-parametric efficiency. The use of these functions will deliver
robustness with respect to the irregularity of the post-selection and penalized estimators needed
to manage high-dimensional data. The use of these functions also automatically delivers semi-
parametric efficiency for estimating and performing inference on the reduced-form parameters
and their smooth transformations — the structural parameters.

The efficient influence function and low-bias moment function for ay(z) for z € Z = {0,1}

are given respectively by

w%,z(W) = w%,z,gv,mz (VV7 aV(Z)) and (40)
1(Z = 2)(V - g(2, X))
v W, a) :=
szV,z,g,m( ,Oé) m(z, X)
The efficient influence function was derived by Hahn (1998); they were also used by (Cattaneo,
2010) in the series context (with p < n) and (Rothe and Firpo, 2013) in the kernel contexts.

9(z, X) — a. (41)
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The efficient influence function and the moment function for vy, are trivially given by
Yy (W) =P (W,v), and ¢3(W,7) ==V — 1. (42)

We then define the estimator of the reduced-form parameters ay(z) and vy (z) as solutions
a = ay(z) and v =y to the equations

En[qb{.},z,ﬁv,fﬁz (VV7 a)] =0, En[wﬁ\;(Wv ’Y)] =0, (43)

where gy (z,2) and myz(z,x) are constructed as in the previous section. Note that gy (z,x) may
be constructed via either Strategy 1 or Strategy 2. We apply this procedure to each variable
name V € V), and obtain the estimato

ﬁu = ({aV(O)v aV(l)viy\V})Veyu of Pu = ({aV(O)7 Oév(l), ’YV})VEVU' (44)
The estimator and the estimand are vectors in R% with dimension d, = 15.

In the next section, we formally establish a principal result which shows that

\/ﬁ(ﬁu - pu) ~ N(07 Varp(l/JZ)), 1/}5 = ({w?/{,m w%,l? wﬂxy/})VEVw (45)
uniformly in P € P,,,

“~» uniformly in P € P,”

where P, is a rich set of data generating processes P. The notation
is defined formally in the Appendix and can be read as “approximately distributed as uniformly
in P € P,.” This usage corresponds to the usual notion of asymptotic distribution extended to
handle uniformity in P. Here P, is a “rich” set of data generating processes P which includes

cases where perfect model selection is impossible theoretically.

We then denote all the reduced form estimators and the estimands as

ﬁ: (ﬁu)ueu and P = (pu)uel/h

giving rise to the empirical reduced-form process p and a reduced form functional p. We establish
that \/n(p — p) is asymptotically Gaussian: In ¢>°(U)% we have

Vn(p—p) ~ Zp := (Gpyf)yey, uniformly in P € P, (46)

where Gp denotes the P-Brownian bridge (van der Vaart and Wellner, 1996). This result contains
[HH) as a special case and again allows P, to be a “rich” set of data generating processes P that
includes cases where perfect model selection is impossible theoretically. Importantly, this result
verifes the functional central limit theorem applies for the reduced-form estimators in the presence
of possible model selection mistakes.

Since some of our objects of interest are complicated, inference can be facilitated by the
multiplier bootstrap. We define a bootstrap draw of p* = (p},)ucy via

V(B = pu) =072 Gh(Wh). (47)
=1

7By default notation, (aj)jes returns a column vector produced by stacking components together in some

consistent order.
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Here (&), are i.i.d. copies of £ which are independently distributed from the data (W;)?_; and
whose distribution does not depend on P. We also impose that

El¢] =0, E[g’]=1, Elexp(¢])] < co.

Examples of ¢ include (a) & = £ — 1, where £ is standard exponential random variable, (b)
¢ = N, where \ is standard normal random variable, and (c) ¢ = N'/v/2 + (N? — 1)/2, where
N is standard normal random variableE Method (a), (b), and (c) correspond respectively to a
Bayesian bootstrap (e.g., Chamberlain and Imbens (2003)), a Gaussian multiplier method (e.g,
van der Vaart and Wellner (1996)), and a wild bootstrap method (Mammen, 1993)E 0 in (%4)
are estimates of the influence function %, defined via the plug-in rule:

W= @veve: BoW) 1= 0, (V80 (0), 61 5., W8 (L), U (W A} (49

Note that this bootstrapping is computationally efficient since it does not involve recomputing
the influence functions 1Zu Each new draw of (&)}, generates a new draw of p* holding the
data and the estimates of the influence functions fixed. Note that this method simply amounts
to resampling the first-order approximations to the estimators.

We establish that that the bootstrap law /n(p* — p,) is uniformly asymptotically valid: In
the metric space £>°(U )dp, both unconditionally and conditionally on the data,

Vn(p* —p) ~p Zp, uniformly in P € P,,

where ~p denotes the convergence of the bootstrap law conditional on the data, as defined in
the Appendix.

3.3. Step 3: Robust Estimates of the Structural Parameters. All structural parameters
we consider take the form of smooth transformations of reduced form parameters:

A = (Ay)qeo, where Ay :=¢(p)(q), ¢ € Q. (49)

The structural parameters may themselves carry an index ¢ € Q; for example, the structural
quantile treatment effects are indexed by the quantile index. This formulation includes as special
cases all the structural functions we previously mentioned. We estimate these quantities by the
plug-in rule. We establish the good asymptotic behavior of these estimators and the validity
of the bootstrap as a corollary from the results outlined in Section 3.2 and the functional delta
method.

For application of the functional delta method, we require that the functionals be Hadamard
differentiable — tangential to a subset that contains realizations of Zp for all P € P, — with

8We do not consider the nonparametric bootstrap, which corresponds to using multinomial weights, to reduce
the length of the paper; but we note that it is possible to show that it is also valid in the present setting.

9 The motivation for method (c) is that it is able to match 3 moments since E[¢?] = E[¢?] = 1. Methods (a)
and (b) do not satisfy this property since E[¢%] = 1 but E[¢*] # 1 for these approaches.
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derivative map h + ¢,(h) = (¢}, ,(h))qeq. We define the estimators and their bootstrap versions
as

ANy =0 () (), AL:=0(}) (q): (50)

We establish that these estimators are asymptotically Gaussian
\/ﬁ(ﬁ —A) ~ QS/p(Zp), uniformly in P € P, (51)
and that the bootstrap consistently estimates their large sample distribution uniformly in P € P,,:
Vi(A* — A*) ~p ¢, (Zp), uniformly in P € P,. (52)

These results can be used as an ingredient to standard construction of simultaneous confidence
bands on A.

4. THEORY OF ESTIMATION AND INFERENCE ON LOCAL TREATMENT EFFECTS FUNCTIONALS

Consider fixed sequences of positive numbers 6, N\, 0, ¢, \, 0, A, \, 0, ¢, — o0, and
1 < K,, < o0 and positive constants ¢, C, and ¢’ < 1/2 which will not vary with P. P is allowed
to vary in the set P, of probability measures, termed “data-generating processes”, where P, is
typically a weakly increasing in n set.

Assumption 2. (Basic Assumptions) (i) For each n > 1, our data will consist of i.i.d. copies
(W;)_, of the stochastic process W = ((Yy)ueu,X,Z,D) defined on the probability space
(S,S,P), where P € P,, and the collection (Y3)yers is suitably measurable, namely image-
admissible Suslin. Let

Vu = (Vuj)jej = {Yu, ld(D)Yu, ld(D) :d e D}

where J = {1,...,5} and V = (V,,)uey. (ii) For P := U, P, the map u — Y,, obeys the uniform
continuity property:

limsup sup ||V, — Yalp2 =0, sup Epsup |V, [>T < oo,

O PEP dyy (u,u)<e PeP  ueld
for each 7 € J, where the supremum is taken over u,u € U, and U is a totally bounded metric
space equipped with the metric dzy . The uniform e covering entropy of (Y, u € U) is bounded
by C'log(e/e) V0. (iii) For each P € P, the conditional probability of Z = 1 given X is bounded
away from zero or one: P(¢’ < myz(z,X) < 1—¢) = 1; the instrument Z has a non-trivial impact
on D, namely P(¢’ <Ip(1,1,X) —Ip(1,0,X)) = 1; and the regression function gy is bounded
lgv || poo < oo for all Ve V. [

This assumption implies that the set of functions (1, )uey, Where 1l 1= ({1/)‘0}70, (et Vi Dvev,,
is P-Donsker uniformly in P. That is, it implies
Znp~ Zp in£2°U)%, uniformly in P € P, (53)

where
Zn,P = (Gn¢5)ueu and Zp := (Gsz)ueua (54)



18

with Gp denoting the P-Brownian bridge (van der Vaart and Wellner, 1996), and Zp having
bounded, uniformly continuous paths uniformly in P € P:

sup Epsup || Zp(u)|| < oo, limsup Ep sup |[[Zp(u) — Zp(4)| = 0. (55)
PeP  ueld NOPeP  dy(u,i)<e

Other assumptions will be specific to the strategy taken.

Assumption 3 (Approximate Sparsity for Strategy 1). Under each P € P,, and for each n > ny,
uniformly for all V' € V the following hold: (i) approximations (24)-(26]) hold with the link
functions Ay and Az belonging to the set £, the sparsity condition holding, ||Bv|lo + ||8zllo < s,
approximation errors satisfying |7y | pa + [|rzllp2 < 6un Y4, Irv|lpoe + ||72]lPoe < €n, and the
sparsity index and the number of terms p in vector f(X) obeying s?log®(p V n)/n < 6,. (ii)
There are estimators By and Bz such that, with probability no less than 1 — A,,, estimation
errors satisfy [|f(Z, X) (v = Bv)lle.2 + 1£(X) (Bz = B2)llpa2 < San™ 4, KulBz — Bzl +
K, ||Bz — Bz||l1 < 0n; the estimators are sparse such that ||By ||o + ||3z]lo < Cs; and the empirical
and populations norms induced by the Gram matrix formed by (f(X;)); are equivalent on
sparse subsets, sup|is,<¢,s |[1f(X)'dllp,.2/[|f(X)'0llp2 — 1| < 6. (iii) The following boundedness
conditions hold: |||| f(X)|lec||Peo < Kp and ||V pec < C. [

Comment 4.1. These conditions are simple intermediate-level conditions which encode both the
approximate sparsity of the models as well as some reasonable behavior on the sparse estimators
of mz and gy . Sufficient conditions for the equivalence between empirical and population norms
are given in Belloni, Chernozhukov, and Hansen (2011). The boundedness conditions are made
to simplify arguments, and they could be removed at the cost of more complicated proofs and
more stringent side conditions. ]

Assumption 4 (Approximate Sparsity for Strategy 2). Under each P € P, and for all n >
ng, uniformly for all V' € V the following hold: (i) Approximations BI])-([B3) and (28) apply
with the link functions I'y, I'p and Az belonging to the set £, the sparsity condition |6y || +
165]0 + 13zllo < s holding, approximation errors satisfying [lopllnz + lovllea + lrzllr2 <
5on % and |lop||lpeo + llov]ipoo + [|72]lPco < €n, and the sparsity index s and the number of
terms p obeying s?log®(p V n)/n < 6,. (ii) There are estimators 6y, fp, and [z such that,
with probability no less than 1 — A,,, estimation errors satisfy || f(D,Z, X)' (Ov — 0v)|e, 2 +
17(2,X) b = 0p)lle,2 + 1/(X) (Bz = B2)pa2 < San™ /" and Kyllfv — 6y + Kb —
Opll1 + KnllBz — Bz|l1 < €n; the estimators are sparse such that |0y ||o + [|0pllo + |Bzlo < C's;
and the empirical and populations norms induced by the Gram matrix formed by (f(X;))i, are
equivalent on sparse subsets, sup|si;,<¢,s |l.f (X)'|lp, 2/11f(X) 6]l p2 — 1] < Jp. (iii) The following
boundedness conditions hold: ||| f(X)|lec||Pcc < Ky and ||V poo < C. [

Under the stated assumptions, the empirical reduced form process 2n p :=+/n(p— p) defined
by (@) obeys the following laws.
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Theorem 4.1 (Uniform Gaussianity of the Reduced-Form Parameter Process). Under
Assumptions 2 and 3 or 2 and 4 holding, the reduced-form empirical process admits a lineariza-
tion, namely

Zmp =P —p) = Znp +op(l) in ®U)%, uniformly in P € P,. (56)
The process is also asymptotically Gaussian, namely
Zl,p ~ Zp o in £°U)% , uniformly in P € P, (57)
where Zp is defined in [54)) and its paths obey the property ([{53) .

Another main result of this section shows that the bootstrap law
Z} p=/n(5" — p)
provides a valid approximation to the large sample law of /n(p — p).
Theorem 4.2 (Validity of Weighted Bootsrap for Inference on Reduced-Form Param-

eters). Under Assumptions 2 and 3 or 2 and 4, the weighted bootstrap consistently approximates
the large sample laws Zp of Z, , uniformly in P € Py, namely,

2;713 ~wp Zp i U, uniformly in P € P, (58)

The notation ~~p is defined in the Appendix and just means the usual notion of convergence
the bootstrap law.

We derive the large sample distributions and validity of the weighted bootstrap for structural
functionals via the functional delta method, which we modify to handle uniformity with respect
to the underlying dgp P. We shall need the following assumption on the structural functionals.

Assumption 5 (Uniformly Continuous Hadamard Differentiability of Structural Functionals).
Suppose that for each P € P, p = pp is an element of a compact subset D, C D = 02 (U .
Suppose o — ¢(0), a functional of interest, mapping I, to £>°(W), is Hadamard differentiable
in ¢ with with derivative qﬁ;, tangentially to Dy = UC(U)%, uniformly in p € D,, and that the
mapping (o, h) — ¢}, (h) from D, x Dy into £*°(W) is defined and continuous. [

This assumption holds for all examples of structural parameters we listed in Section 2.

The following result gives asymptotic Gaussian laws for \/ﬁ(ﬁ — A), the properly normalized
structural estimates /n(A — A). It also show that the bootstrap law of

\/ﬁ(g* - 8)7

computed conditionally on the data, approaches the asymptotic Gaussian law for \/ﬁ(ﬁ —A).

Theorem 4.3 (Limit theory and Validity of Weighted Bootstrap For Smooth Struc-
tural Functionals). Under Assumptions 2, 3 or 4, and 5,

V(A = A) ~ Tp = o,(Zp), in (W), uniformly in P € Py, (59)
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where Tp is a zero mean tight Gaussian process, for each P € P. Moreover,

VI(A* = A) ~op Tp = o,(Zp), in (W) | uniformly in P € P,. (60)
5. GENERIC LASSO AND PoOsT-LLASSO METHODS FOR FUNCTIONAL RESPONSE DATA

In this section, we provide estimation and inference results for Lasso and Post-Lasso estimators
with function-valued outcomes and linear or logistic links. These results are of interest beyond
the context of treatment effects estimation, and thus we present this section in a way that leaves
it autonomous with respect to the rest of the paper.

5.1. The generic setting with function-valued outcomes. Consider a data generating pro-
cess with a functional response variable (Y,,),ecys and observable covariates X satisfying for each
uel

E[Yu ‘ X] - A(f(X)leu) + Tu(X)7 (61)
where f : X — R? is a set of p measurable transformations of the initial controls X, 6, is a
p-dimensional vector, r, is an approximation error, and A is a fixed link function. We note
that the notation in this section differs from the rest of the paper with Y, and X denoting
a generic response and generic covariates to facilitate the application of these results in other
contexts. We only consider the cases of linear link function, A(¢t) = ¢, and the logistic link
function A(t) = exp(t)/{1 + exp(t)}@ in detail; but we note that the principles discussed here
apply to any M-estimator. In the remainder of the section, we discuss and establish results for
{1-penalized and post-model selection estimators for 6,,,u € U, that hold uniformly over u € U.

Throughout the section, we assume that v € U C [0,1]% and that i.i.d. observations from a
dgp where (1)) holds, {(Yui,u € U, X;, f(X;)) : ¢ = 1,...,n}, are available to estimate (6y,)yueus-
For uw € U, a penalty level A\, and a diagonal matrix of penalty loadings \Tlu, we define the Lasso
estimator as

. A~
0., € argmin B, [M(Yy, £(X)'0)] + —[[u0]s (62)

where M (y,t) = %(y — A(t))? for the case of linear regression, and M (y,t) = 1(y = 1)log A(t) +
1(y = 0)log(1 — A(t)) in the case of the logistic link function for binary response data. The
corresponding Post-Lasso estimator is then defined as

6u € argmin B, [M (Y, f(X)'0)] - supp(6) C supp(u). (63)

The chief departure between analysis of Lasso and Post-Lasso when U/ is a singleton and the
functional response case is that the penalty parameter needs to be set to control selection errors
uniformly over u € U. To uniformly control these errors, we will set the penalty parameter A so
that with high probability

> esup W, B[V M (Yo, £(X)00)]]sc- (64)

A
n uel

1OConsidering the logistic link is useful for binary response data where Y, € {0, 1} for each u € U, though the

linear link can be used in this case as well.
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Similarly to Bickel, Ritov, and Tsybakov (2009); Belloni and Chernozhukov (2013); and Belloni,
Chernozhukov, and Wang (2011) who use an analog of (64]) appropriate for when i/ is a singleton
in deriving properties Lasso and Post-Lasso estimators, guaranteeing that the “regularization
event” (64]) holds with high probability plays a key role in establishing desirable properties of
Lasso and Post-Lasso estimators in the functional outcome case.

To implement (64]), we propose setting the penalty level as
A= cv/n@ (1 —y/{2pn}), (65)

where d is the dimension of U, 1 — v with v = o(1) is a confidence level associated with the
probability of event (64), and ¢ > 1 is a slack constant similar to that of Bickel, Ritov, and
Tsybakov (2009). In practice, we set ¢ = 1.1 and v = .1/log(n) though other choices are
theoretically valid.

In addition to the penalty parameter A, we also need to construct a penalty loading matrix
U, = diag({lyjk,j = 1,...,p}). This loading matrix can be formed according to the following
iterative algorithm.

Algorithm 1 (Estimation of Penalty Loadings). Choose v € (1/n,1/logn) can ¢ > 1 to form
A as defined in (65]), and choose a constant K > 1 as an upper bound on the number of iter-
ations. (0) Set £ = 0, and initialize lAuj,o for each j = 1,...,p. For the linear link function,
set lAu]yo = {En[ff(X)(Yu — Y)?}/? with Y, = E,[Yy]. For the logistic link function, set
ZU-,O = %{IEn[ff(X)]}l/2 (1) Compute the Lasso and Post-Lasso estimators, 6, and 6, based
on W, = diag({lujk,d = 1,...,p}). (2) Set lyjni1 = {Ealf2(X)(Yu — A(F(X)0))2]}V/2. (3) If
k > K, stop; otherwise set k < k + 1 and go to step (1).

5.2. Asymptotic Properties of a Continuum of Lasso and Post-Lasso Estimators for
Functional Responses: Linear Case. In the following, we provide sufficient conditions for
establishing good performance of the estimators discussed in Section 5.1 when the linear link
function is used. In the statement of the following assumption, 6, \, 0, £, " oo, and A, \, 0
are fixed sequences; and ¢, C, x/, " and v € (0,1] are positive finite constants.

Assumption 6. For each n > 1, our data consist of i.i.d. copies (W;)?_; of the stochastic process
W = ((Yu)ueu, X) defined on the probability space (S,S, P) such that model (GI]) holds with
U C [0,1]%. Consider A(t) =t and ¢, = Y, — E[Y, | X]. Suppose the following conditions hold
uniformly for all P € P,: (i) the model (&l is approximately sparse with sparsity index obeying
supyuey 10ullo < s and the growth restriction log(pn/y) < §,n'/3. (ii) The set U has covering
entropy bounded as log N (e, U, dy) < dlog(1/e) v 0, and the collection (Y, Cy, 7y )uers is suitably
measurable. (iii) Uniformly over u € U, the model’s moments are boundedly heteroscedastic,
namely ¢ < Ep[¢? | X] < C and max;<,Ep[|f;(X)Cul® + | f;(X)Yu|?] < C. (iv) We have that the
dictionary functions, approximation errors, and empirical errors obey the following boundedness
and empirical regularity conditions: (a) ¢ < Ep[f]?(X)] <C,j=1,...,p; maxj, | f;(X)| < K,
a.s.; K, log(pvn) < Sntvial, (b) With probability 1—A,,, sup,cy En[r2(X)] < Cslog(pVn)/n;
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SUPy ey Maxj<p |(En — EP)[sz(X)Cg” VI[(E, - EP)[fgz(X)Yuz” < s Supdu(u,u’)ge{(En +Ep)[(Cu—
C) Y2 < C{e” + n~/?}. (c) The empirical minimum and maximum sparse eigenvalues are
bounded from zero and above, &’ < inf)5,<se, [ f(X)'d[[, 2 < sup|sj<se, [|F(X) Op, 2 < k. =

Under Assumption [6] we establish results on the performance of the estimators (62)) and (G3))
for the linear link function case that hold uniformly over u € U.

Theorem 5.1 (Rates and Sparsity for Functional Responses under Linear Link). Under Assump-
tion [0 and setting penalties as in Algorithm [, for all n large enough, uniformly for all P € P,
with Pp probability 1— o(1), the Lasso estimator 8, is uniformly sparse, SUPycys 16ullo < C's, and
the following performance bounds hold for some constant C':

slog(p V n) e s?log(p VvV n)
n n

sup || f(X)' (0u — 0u)|[p,0 < C and sup |0, — 0,1 < Cy/ —>——2.
uel uel

For all n large enough, uniformly for all P € Py, with Pp probability 1 —§ — o(1), the Post-Lasso
estimator corresponding to 6, obeys

~ C [s?1 Vv
, and  sup [|0, — 0,1 < —= M
ueU n

V5

We note that the performance bounds are exactly of the type used in Assumptions 3 and 4.

~ C [slog(pVn)
X !/ eu _ 9u g _ - 7
sup ||£(X)'( Men,2 7 -

5.3. Asymptotic Properties of a Continuum of Lasso and Post-Lasso Estimators for
Functional Responses: Logistic Case. Next we provide sufficient conditions to state results
on the performance of the estimators discussed above for the logistic link function. This case
corresponds to M (y,t) = 1(y = 1)log A(t)+1(y = 0)log(1—A(t)) with A(t) = exp(t)/{1+exp(t)}
where the response variable is assumed to be binary, Y,, € {0,1} for all u € U.

Consider fixed sequences 6, — 0, ¢, ~ oo, A,, — 0 and positive finite constants c, C, x’, k"
and v € (0,1].

Assumption 7. For each n > 1, our data consist of i.i.d. copies (W;)I"_; of the stochastic
process W = ((Yy)uew, X) defined on the probability space (S,S, P) such that model (61) holds
with 4 C [0,1]%. Consider A(t) = exp(t)/{1 + exp(t)}, Y, € {0,1}, and ¢, = Y, — E[Y, | X].
Suppose the following conditions hold uniformly for all P € P,: (i) the model (EIl) is ap-
proximately sparse form with sparsity index obeying sup,cy ||fullo0 < s and the growth re-
strictions log(pn/y) < 6,n/% and slog(pn/vy) < 0,n. (ii) The set U has covering entropy
bounded as log N (e,U, dyy) < dlog(1/€) V0, and the collection (Y, (u, 7y )ucy is suitably measur-
able. (iii) Uniformly over v € U the model’s moments are boundedly heteroscedastic, namely
c < Epl¢? | X] < C, maxj,Ep[|f;(X)¢)] € C, and ¢ < EplY, | X] < 1 —c (iv) We
have that the dictionary functions, approximation errors, and empirical errors obey the following
boundedness and empirical regularity conditions: (a) sup, gy |7u(X)| < 6, as.; ¢ < Ep| f]2 (X)] <
C,j =1,...,p; maxje, |f;(X)| < K, as.; Kylog(pVn) < Sntrhzl, (b) With probabil-
ity 1= Au, Subuey Enlr2(X)] < Cslog(p v n)/m; supyeqymaxjp (B — Ep)F2(X)C < b



23

SuPdu(u,u’)ge{(En +Ep)[(Cu — Cu’)z]}1/2 <C{e" + n_l/z}. (¢) The empirical minimum and max-
imum sparse eigenvalues are bounded from zero and above: &' < nf)5)0<st, 1£(X)6]ls,2 <
SUp|5o<se, I1f(X) 6], 2 < K" .

The following result characterizes the performance of the estimators (62]) and (63]) for the
logistic link function case under Assumption [7

Theorem 5.2 (Rates and Sparsity for Functional Response under Logistic Link). Under As-
sumption [ and setting penalties as in Algorithm [, for all n large enough, uniformly for all
P € P, with Pp probability 1 — o(1), the following performance bounds hold for some constant

C:
5 _ [slog(pVn ~ _ [s?log(pVn
sup || £(X)' (0 — 0u)|lp, 2 < C slog(p Vn) and sup |6, — 0,]]1 < C\/E,
uel n ucl n

Moreover, provided that K2s?log(pVn) < d,n, the estimator is uniformly sparse: sup,cy 16ull0 <
Cs. For all n large enough, uniformly for all P € Py, with Pp probability 1 — & — o(1), the Post-
Lasso estimator corresponding to 0, obeys

— 1 \/ -~ 0 21 v
O [2loeVn) - ol — Bl < W
ueld

Vo n Vo

We note that the performance bounds satisfy the conditions of Assumptions 3 and 4.

sup [| £ (X)' (Bu — 0u) B, 2 <
ueU

6. ESTIMATING THE EFFECT OF 401(K) PARTICIPATION ON FINANCIAL ASSET HOLDINGS

As an illustration of the methods in this paper, we consider estimation of the effect of 401(k)
participation on accumulated assets as in Abadie (2003) and Chernozhukov and Hansen (2004).
The key problem in determining the effect of participation in 401(k) plans on accumulated assets
is saver heterogeneity coupled with the fact that the decision of whether to enroll in a 401(k)
is non-random. It is generally recognized that some people have a higher preference for saving
than others. It also seems likely that those individuals with the highest unobserved preference
for saving would be most likely to choose to participate in tax-advantaged retirement savings
plans and would tend to have otherwise high amounts of accumulated assets. The presence of
unobserved savings preferences with these properties then implies that conventional estimates
that do not account for saver heterogeneity and endogeneity of participation will be biased
upward, tending to overstate the savings effects of 401(k) participation.

To overcome the endogeneity of 401(k) participation, Abadie (2003) and Chernozhukov and
Hansen (2004) adopt the strategy detailed in Poterba, Venti, and Wise (1994; 1995; 1996; 2001);
and Benjamin (2003) who use data from the 1991 Survey of Income and Program Participation
and argue that eligibility for enrolling in 401(k) plan in this data can be taken as exogenous after
conditioning on a few observables of which the most important for their argument is income.
The basic idea of their argument is that, at least around the time 401(k)’s initially became

available, people were unlikely to be basing their employment decisions on whether an employer
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offered a 401(k) but would instead focus on income. Thus, eligibility for a 401(k) could be taken
as exogenous conditional on income, and the causal effect of 401(k) elgibility could be directly
estimated by appropriate comparison across eligible and ineligible individuals Abadie (2003)
and Chernozhukov and Hansen (2004) use this argument for the exogeneity of eligibity conditional
on controls to argue that 401(k) eligibity provides a valid instrument for 401(k) participation and
employ IV methods to estimate the effect of 401(k) participation on accumulated assets.

As a complement to the work cited above, we estimate various treatment effects of 401 (k)
participation on holdings of financial assets using high-dimensional methods. A key component
of the argument underlying the exogeneity of 401(k) elibility is that eligibility may only be taken
as exogenous after conditioning on income. Both Abadie (2003) and Chernozhukov and Hansen
(2004) adopt this argument but control only for a small number of terms. One might wonder
whether the small number of terms considered is sufficient to adequately control for income and
other related confounds. At the same time, power to learn anything about the effect of 401(k)
participation decreases as one controls more flexibly for confounds. The methods developed in
this paper offer one resolution to this tension by allowing us to consider a very broad set of
controls and functional forms under the assumption that among the set of variables we consider
there is a relatively low-dimensional set that adequately captures the effect of confounds. This
approach is more general than that pursued in Chernozhukov and Hansen (2004) or Abadie
(2003) which both implicitly assume that confounding effects can adequately be controlled for
by a small number of variables chosen ex ante by the researcher.

We use the same data as Abadie (2003), Benjamin (2003), and Chernozhukov and Hansen
(2004). The data consist of 9915 observations at the household level drawn from the 1991 SIPP.
For our analysis, we use net total financial assets as our outcome variable, Y Our treatment
variable, D, is an indicator for having positive 401(k) balances; and our instruments, Z, is an
indicator for working at a firm that offers a 401(k) plan. The vector of controls, X, consists of
age, income, family size, years of education, a married indicator, a two-earner status indicator, a
defined benefit pension status indicator, an IRA participation indicator, and a home ownership
indicator. Further details about the sample and variables used can be found in Chernozhukov
and Hansen (2004).

We present results for four different sets of control variables. The first set of control variables
uses the indicators of marital status, two-earner status, defined benefit pension status, IRA
participation status, and home ownership status, a linear term for family size, five categories
for age, four categories for education, and seven categories for income (Indicator specification).
We use the same definitions of categories as in Chernozhukov and Hansen (2004) and note that

Hpoterba, Venti, and Wise (1994; 1995; 1996; 2001); and Benjamin (2003) all focus on estimating the effect of
401(k) eligibility, the intention to treat parameter. Also note that their are arguments that eligibility should not
be taken as exogenous given income; see, for example, Engen and Scholz (1996) and Engen and Gale (2000).

12Net total financial assets are defined as the sum of checking accounts, U.S. saving bonds, other interest-earning
accounts in banks and other financial institutions, other interest-earning assets (such as bonds held personally),

stocks and mutual funds less nonmortgage debt, IRA balances, and 401(k) balances.
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this is identical to the specification in Chernozhukov and Hansen (2004) and Benjamin (2003).
The second specification uses the indicators of marital status, two-earner status, defined benefit
pension status, IRA participation status, and home ownership status, and b-splines with three,
four, six, and eight knots for family size, education, age, and income, respectively (B-Spline
specification). The third specification augments the Indicator specification with all two-way
interactions between the variables from the Indicator specification, and the fourth specification
augments the B-Spline specification with all two-way interactions of the variables from the B-
Spline specification. The dimensions of the set of control variables are thus 20, 27, 167, and 300 for
the Indicator, B-Spline, Indicator plus interactions, and B-Spline plus interactions specifications,
respectively.

We report estimates of the LATE, LATT, and LQTE for each of the four sets of control vari-
ables Estimation of all of the treatment effects depends on first-stage estimation of reduced
form functions as detailed in Section Bl We estimate reduced form quantities where a transforma-
tion of Y is the outcome using least squares when no model selection is used or Post-Lasso when
selection is used. We estimate propensity scores by logistic regression when no model selection
is used or Post-f1-penalized logistic regression when selection is used. Penalty levels are chosen
by cross-validation.

Estimates of the LATE and LATT are given in Table 1. In this table, we provide point
estimates for each of the four sets of controls with and without variable selection. We also
report both analytic and weighted-bootstrapped standard errors. The bootstapped standard
errors are based on 500 bootstrap replications and standard exponential weights. Looking first
at the two sets of standard error estimates, we see that the bootstrap and analytic standard are
quite similar and that one would not draw substantively different conclusions from one versus
the other. It is interesting that the estimated LATE and LATT are very similar in seven of the
eight sets of estimates reported, suggesting positive and significant effects of 401(k) participation
on net financial assets. The one exception is in the B-Spline specification with interactions in
which both the LATE and LATT point estimates are implausibly large with associated very
large estimated standard errors. One might be concerned that the instability in this case is due
to there being important nonlinearity that is missed by the simpler specifications or the step-
function approximation provided by including income categorically in the Indicator specification.
This concern is alleviated by noting that the point estimate and standard error based on this set
of controls following variable selection are sensible and similar to the other estimates. The fact
that estimates following variable selection are similar to the other estimates suggests the bulk of
the reduced form predictive power is contained in a set of variables similar to those used in the
other specifications and that there are not a small number of the added variables that pick out
important sources of nonlinearity neglected by the other specifications. Thus, the large point
estimates and standard errors in this case seem to be driven by including many variables which
have little to no predictive power in the reduced form relationships but result in overfitting.

13We focus on this set of treatment effects for brevity as they are sufficient to illustrate the results.
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We provide estimates of the LQTE based on the Indicator specification and the B-Spline
specification in Figures 1 and 2, respectively. In each figure, the top rows correspond to the
specification without interactions while the bottom rows include the full set of interactions.
Treatment effect estimates without variable selection are given in the left panels of each figure,
and the results based on variable selection are given in the right panels. We report point estimates
as the solid line in each graphic and report uniform 95% confidence intervals with dashed lines.
As with estimates of the LATE, we see that estimates of the LQTE based on variable selection
methods are stable regardless of which set of variables we consider. This stability differs sharply
from the behavior of the non-regularized estimators which provide erratic point estimates and
very wide confidence intervals. Again, this erratic behavior is likely due to overfitting as the
variable selection methods select a roughly common low-dimensional set of variables that are
useful for reduced form prediction in all cases.

If we focus on the LQTE estimated from variable selection methods, we find that 401(k)
participation has a small impact on accumulated financial assets at low quantiles while appearing
to have a much larger impact at high quantiles. Looking at the uniform confidence intervals, we
can see that this pattern is statistically significant at the 5% level and that we would reject a
pattern of constant treatment effects. Interpreting the quantile index as “preference for savings”
as in Chernozhukov and Hansen (2004), these results suggest that 401(k) participation has little
causal impact on the accumulated financial assets of those with low desire to save but a much
larger impact on those with stronger preferences for saving.

It is interesting that our results are quite similar to those in Chernozhukov and Hansen (2004)
despite allowing for a much richer set of control variables. The similarity is due to the fact
that the variable selection methods consistently pick a set of variables similar to those used in
previous work. The fact that we allow for a rich set of controls but produce similar results to
those previously available lends further credibility to the claim that previous work controlled
adequately for the available observables Finally, it is worth noting that this similarity is not
mechanical or otherwise built in to the procedure. For example, applications in Belloni, Chen,
Chernozhukov, and Hansen (2012) and Belloni, Chernozhukov, and Hansen (2011) use high-
dimensional variable selection methods and produce sets of variables that differ substantially
from intuitive baselines.

APPENDIX A. NOTATIONS AND TOOLS

A.1. Stochastic Convergence Uniformly in P. All parameters, such as the law of the data,
are indexed by P, sometimes referred to as the the data-generating process. This dependency,
which is well understood, is kept implicit throughout. We shall allow the possibility that the
probability measure P = P, can depend on n. We shall conduct our stochastic convergence
analysis uniformly in P, where P can vary within some set P,, which itself may vary with

Hof course, the estimates are still not valid causal estimates if one does not believe that 401(k) eligibiliy can

be taken as exogenous after controlling for income and the other included variables.
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n. The convergence analysis, namely stochastic order relations and convergence in distribution,
uniformly in P € P, and the analysis under all sequences P,, € P, are equivalent. Specifically,
consider the metric space £°°(U), the space of uniformly bounded functions mapping an arbitrary
index set U to the real line.

Consider in this space a sequence of stochastic processes X,, and a random element Y, taking
values in D, defined on the probability space (€2, .4, Pp). Also consider the sequence of stochastic
processes X,, and a fixed random element Y | taking values in £>°(l/), and defined on the proba-
bility space (2, A,Pp). Consider a sequence of deterministic positive constants a,,. We shall say
that

(i) X, = Op(ay) uniformly in P € Py, if limg soo limy, o0 suppep, Pp(|Xn| > Kay) = 0,
(i) X, =op(ay) uniformly in P € Py, if supgglim, oo suppep, Pp(|Xn| > Ka,) =0,
(iii) X, ~» Yuniformly in P € P, if

sup sup |Eph(X,)—Eph(Y)| =0
PEP, heBLy (D,R)

Here the error ~» denotes weak convergence, i.e. convergence in distribution or law. The symbol
puw,p(X,Y) denotes the bounded Lipschitz metric that measures distance between the law of X
and the of law Y, where outer expectations are used in cases X, is not measurable. This is a dis-
tance that metrizes weak convergence, with outer expectations are used to handle measurability
issues; see VW.

Lemma A.1. The above notions are equivalent to the following notions:

(i) for every sequence P, € Py, Xn = Op,(an), i-e. img s limy 00 Pp (| Xn| > Kay,) =0,
(i) for every sequence P, € Py, X,, = op, (ay), i.e. supg~glimy,_ o P} (| X,| > Kay,) =0,
(iii) for every sequence P, € P, X, ~ Y, i.e.

sup [Ep, h(X,) — Ep,h(Y)] = 0
heBL; (D,R)

Proof of Lemma [A 7l The claims follow straightforwardly from definitions, and so the proof
is omitted.

A.2. Uniform Donsker Property and Uniform Pre-Gaussianity. We shall invoke the
following lemma.

Lemma A.2. Let F: S+ R be an image-admissible Suslin class of functions with a measurable
envelope F' : S — R. Furthermore, suppose that

lim PF?1{F > M} =0, / sup \/log N(€||F||g.2, F, L2(Q))de < oo.
M oo 0 Q@
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Then the class F is Donsker uniformly in P € P:

sup sup |[Eph(G,.p) —Eph(Gp)| — 0.
PEP he BLy

Moreover, F is pre-Gaussian uniformly in P € P:

sup Epsup |Gp(f)| < oo, limsupEp sup |Gp(f) —Gp(g)| =0.
PeP  feF INOPEP || f—g|lp2<s
Proof. This is an immediate consequence of Theorem 2.8.2 in van der Vaart and Wellner
(1996). The image admissible Suslin condition, defined on page 186 in Dudley (2000), implies
the measurability conditions needed in Theorem 2.8.2 in van der Vaart and Wellner (1996), e.g.
by a reasoning given in Example 2.3.5. van der Vaart and Wellner (1996) ]

A.3. Probabilistic Inequalities. Let N (¢, F,| - [|g,2) denote the e-covering number of F with
respect to the L?(Q)) seminorm || - [|g.2, where @ is finitely discrete. Let 02 > 0 be any positive
constant such that sup,c 7 Pf? < 0? < HFHI%2 Let M = maxj<i<p FI(X;).

Lemma A.3 (A Maximal Inequality). Let F be an image admissible Suslin set set of functions
with a measurable envelope F. Suppose that F' = supser |f| € LIY(P) for some ¢ = 2. Let
M = max;<, F(W;). Suppose that there exist constants a > e and v > 1 such that

logsup N (F,eq,€||Fllg,2) < v(loga+log(l/e)), 0 < Ve < 1.
Q

Then

al|F v|| M Al
E[\\Gurﬂgwauog( H JHP,2>+ u \/\l_fp,z o < W)

Moreover, for every t > 1, with probability > 1 — t—9/2,
[Gnllr < (1 + a)E[|Gnll] + K(q) [(0 +n V2 M]lp, o) VE+ Ofln_mllM\le,zt}, Vo >0,

where K(q) > 0 is a constant depending only on q.

Proof. See Chernozhukov, Chetverikov, Kato (2012). [

Lemma A.4 (A Self-Normalized Maximal Inequality). Let F be an image-admissible
Suslin set of functions with a measurable envelope F. Suppose that F > supfef\f\ > 1, and
suppose that there exist some constants p > 1, m > 1, and k > 3V n such that

log N(e||[Fllp, 2, F; |l - [I[p,,2) < (5/€)™, 0 <e<1.

Then for every 6 € (0,1/6), with probability at least 1 — 0,

1GnllF < (C’/\/E)\/m log(r]| F'llp, 2) max {Sup [1£]lp.2, sup HfHPn,z} :
JeF feF

where the constant C' is universal.
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Proof. The inequality can be deduced from (Belloni and Chernozhukov, 2011b), with the
exception that the envelope is allowed to be larger than sup ¢ r || [ ]

Lemma A.5 (Algebra for Covering Entropies).

(1) Let F be a measurable VC class with a finite VC index k or any other class whose entropy
is bounded above by that of such a VC class, then the covering entropy of ' obeys:

suplog N(e[|Flg,2, F, L*(Q)) $ 1+ klog(1/e)
Q
Ezamples include F = {/z,a € R* ||a|| < C} and F = {1{c’2z > 0},a € R* ||a|| < C}.

(2) For any measurable function sets F and F':

log N(e||[F + F'|| g2, F + F,L*(Q)) < B
log N(€||F - F'||g2, F - F,L*(Q)) < B
log N(¢||F V F'||ga, FUF,L*(Q)) < B

€ €
B =log N (5|Fligz: F. (@) +1og N (51 Fllga F', L%(Q))
(3) Given a measurable class F and a random variable g;:

log Sup N(e|lg|Fllgz2 9F, L*(Q)) < log Slclsz (€/2l|F g2 F, L*(Q))

(4) For the class F* created by integrating F, i.e. f*(x) := [ f(z,y)du(y) where p is any
probability measure,

log N(e||Fllg,z2, F*, L*(Q)) < log N (e[| Fllg.2, F, L*(Q))

Proof. For the proof of assertions (1)-(3) see, e.g., (Andrews, 1994). The fact (4) was noted
in Chandraksekhar et al (2011), though it is rather elementary and follows from convexity of
the norm and Jensen’s inequality: ||f* — f*[lo2 < [|If — fllo2dy = |If — fllg.2, from which
the stated bound follows immediately. In other words, any averaging done over components of
the function contracts distances between functions and therefore does not expand the covering
entropy. A related, slightly different bound is stated in Ghosal and Van der Vaart (2009), but

we need the bound above. [

Lemma A.6 (Contractivity of Conditional Expectation). Let (V,X) and (V',X) be
random vectors in R x R¥ defined on the probability space (S,S,Q), with the first components

being scalar, then for any 1 < q¢ < oo,

[EQ(VIX) —EQ(V'[X)|lgq < IV —=V'llg,q

This is an instance of a well known result on the contractive property of the conditional

expectation. We recall it here since we shall use if frequently.
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A.4. Hadamard Differentiability for Sequences and Delta Method for Sequences. We
shall use the functional delta method, as formulated in VW. Let Dy, D, and E be normed spaces,
with Dy C D. A map ¢ : Dy C D — E is called Hadamard-differentiable at 6 € Dy tangentially
to Dy if there is a continuous linear map ¢, : Dy — E such that
P(0 + tnhn) — ¢(0)
tn
for all sequences t, — 0 and h, — h € Dg such that 0 + ¢, h,, € Dy for every n.

— dp(h), n — oo,

A map ¢ : Dy C D+ E is called Hadamard-differentiable uniformly in 6 € Dy, a compact
subset of D, tangentially to Dy, if
¢(0 + tnhn) — ¢(0)
128
for all sequence ¢,, — 6 and for all sequences ¢, — 0 and h,, — h € Dg such that 6 + ¢, h,, € Dy
for every n. As a part of the definition, we require that the map h — ¢,(h) from Dy to E is

—¢’9(h) —0, n— oo,

continuous and linear, and that the map (0, h) — ¢, (h) from Dy x Dy to E is continuous.

Lemma A.7 (Functional delta-method for sequences). Let Dy, D, and E be normed spaces. Let
¢ : Dy C D+ E be Hadamard-differentiable uniformly in 6 € Dy tangentially to Dy. Let X, be a
sub-sequence of stochastic processes taking values in Dy such that r,(X,, — 6,) ~ X and 6,, — 0
in D along a subsequence n € Z' C 7 , where X possibly depends on Z and is separable and takes
its values in Dy, for some sequence of constants rp, — 0o. Then ry ($(Xy) — ¢(6y)) ~ ¢p(X) inE
along the same subsequence. If ¢, is defined and continuous on the whole of D, then the sequence
T (9(Xn) — (0n)) — ¢ (rn( Xy — 0n)) and ¢f (ron(Xy —0n)) — ¢p (rn(Xy — 0)) converges to
zero in outer probability along the same subsequence.

Let D, = (W;)_; denote the data vector and M, = (&), be a vector of random variables,
used to generate bootstrap draws or simulation draws (this may depend on particular method).
Consider sequences of stochastic processes V,,(D,,) , where the sequence G,, = \/n(V,,—V') weakly
converges unconditionally to the tight random element . This means that

sup  |Ep h(Gp) — Egh(G)| — 0,
heBL (D,R)
along n € Z/, where Eg denotes the expectation computed with respect to the law of G. This
is denoted as denoted as G,, ~ G along n € Z'. Also consider the bootstrap stochastic process
G} = Gy(Dy, M,,) in a normed space D, where G,, is a measurable function of M,, for each value
of D,,. Suppose that G, converges conditionally given D,, in distribution to G, in probability,
that is

sup  |Exg, [R(G})] — Ech(G)| — 0,
heBL; (D,R)

in outer probability along n € Z/, where Ej;, denotes the expectation computed with respect to
the law of M,, holding the data D,, fixed. This is denoted as G}, ~>p G along n € Z/, respectively.

Let V¥ =V, + G /+/n denote the bootstrap or simulation draw of V,.
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Lemma A.8 (Delta-method for bootstrap and other simulation methods). Let Dy, D, and E be
normed spaces, with Do C D. Let ¢ : Dy C D+ E be Hadamard-differentiable at V' tangentially
to Dy, with the derivative map ¢y,. Let V;, and V, be maps as indicated previously with values
in Dy such that \/n(V,, = V) ~ G and \/n(V,) = V,,) ~p G in D along a subsequence of integers
n € Z' C Z, where G is separable and takes its values in Dy. Then /n(op(V,¥)—od(Vy)) ~ B ¢4, (G)
i E along the same subsequence.

Another technical result that we use in the sequel concerns the equivalence of continuous and

uniform convergence.

Lemma A.9 (Uniform convergence via continuous convergence). Let D and E be complete sep-
arable metric spaces, with I compact. Suppose f : D — E is continuous. Then a sequence of
functions f,, : D — E converges to f uniformly on D if and only if for any convergent sequence
Tp — x in D we have that f,(x,) — f(z).

Proofs of Lemmas and [A.8] The result follows from the proofs in VW, Chap. 3.9,
where proofs (pointwise in @) are given for sequence of integers n € {1,2,...}. The claim extends
to subsequences trivially. In the proof of Lemma [A7 the extension to #,, — 6 case, along
subsequences, follows by combining their arguments with Lemma [A.0] ]

APPENDIX B. PROOFS FOR SECTION 4

B.1. Proof of Theorem [4.I1 The two results for the two strategies have similar structure, so
we only give the proof for one of the strategies — the first strategy.

STEP 0. (A Preamble). In the proof a < b means that a < Ab, where the constant A depends
on the constants in Assumptions only, but not on n once n > ng = min{j : 6; < 1/2}, and not
on P € P,. We consider a sequence P,, in P,, but for simplicity, we write P = P,, throughout
the proof, suppressing the index n. Since the argument is asymptotic, we can just assume that
n = ng in what follows.

To proceed with presentation of proofs, it might be convenient for the reader to have notations
collected in one place. The influence function and low-bias moment functions for oy (z) for
z € Z ={0,1} are given respectively by:

1(Z =2)(V —g(2, X))
m(z, X)

The influence functions and the moment functions for vy are given by ¢J,(W) := ¢{,(W, vy ) and

w%,z(W) = w%,z,gv,mz(w7 Oé\/(Z)), w%,z,g,m(VV? a) = + 9(27 X) - Q.

Y-(W,7) := V — 7. Recall that the the estimator of the reduced-form parameters ay(z) and
v (2) are solutions o = ay(z) and v = 7y to the equations:

En [0V, gy m, Wi )] =0, Ep[Yo,(W,y)] =0,

where gy (z,2) = Av(f(z,2) By) and mz(z,2) = Az(f(z,2)'Bz), where By and [z are as in
Asssumption 3. For each variable name V € V,,,

Vi i= (Vi) 2y = (Yu, 10(D) Yy, 19(D)Yy, 11(D)Yy, 11(D)Y),
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we obtain the estimator p, := ({@V(O),&v(l),‘y\v})‘/evu of py = ({aV(O),aV(l),’yv})VE‘/u.
The estimator and the estimand are vectors in R% with a finite dimension. We stack these
vectors into processes p = (py)ucy and p = (Py)ucu-

STEP 1.(Linearization) In this step we establish the first claim, namely that
Vi(p = p) = Znp+op(l) in U, (66)

where Z,, p := (Gp1f)uey- The components (vVn(v,; =W, ) )ueu of v/n(p— p) trivially have the
linear representation (with no error) for each j € J. We only need to establish the claim for the
empirical process (v/n(ay,,(2) — av,;(2)))ueu for z € {0,1}, which we do in the steps below.

(a) We make some preliminary observations. For ¢t = (t1,t2,t3,t4) € R? x (0,1)? and v € R,
(2,2) € {0,1}2, we define the function (v, z, 2, t) = (v, z, 2, t) via:

1(z=1)(v—ty) ity (0,2,0,1) = 1(z = Ot)(v —t1) .
4 3

w(v7 2, 17 t) =

The derivatives of this function with respect to t obey for all k = (k‘j)?:l e N*:0 < |k <4,
|8£“1/)(v, Zs Zyt)| <L, V(Ua z, Zyt) : |U| <G, |t1|7 |t2| <G, Cl/2 < |t3|7 |t4| <1- C//27 (67)

where L depends only on ¢ and C, |k| = Z?:l k;, and Of = 8?11 8522 8@3 8544.
(b). Let

Iy (X3) = (Gv (0, X3), Gv (1, X,), 1 = (1, X,), (1, X))
I (X3) = (gv (0, Xi), gv (1, X3),m(0, X;), m(1, X;))',
Frows W) =0V, 2,2, Ty (X)),

Sy vz (W) 1= (V. Z, 2, by (X3))-

We observe that with probability no less than 1 — A,
gv(0,-) € Gv(0), gv(L,-) € Gv(1), m(l,-) e M(1), m(0,-) € M(0) =1—M(1),

where

(z,2) = Av(f(z,2)B) - |Bllo < sC
Gy (d) == AV (f(Z, X)B) —gv(d, Z,X)|p2 S 6un~ /4
HA‘/(f(Z,X)/ﬂ) - gV(da ZyX)”P,oo 5 €n

= Az (f(z)B) : [|Bllo < sC
'B) —mz(1,X)|pa S 6pn~ 4
,5) - mZ(lyX)HP,OO 5 €n



33

To see this note, that under Assumption 3, under conditions (i)-(ii), under the event occurring
under condition (ii) of that assumption: for all n > min{j : 0; < 1/2},

[Az(f(X)B) —mz(1, X)llp2 < |Az(F(X)'B) = Az(fF(X)Bz)p2+ rzlpe
SN0Az[looll £(X)' (B = B2) P2 + lIrzllp 2
S10AZllooll £(X) (B = B2)les 2 + lIrzllp2 S Sun™/*

[Az(F(X)B) =mz(1, X)llpec < [A2(F(X)'B) = Az(F(X)B2)|Poo + lIrzlP .

< 0Az]|oll F(X) (B = B2)|IPoc + lIrzllp oo

S KllB = Bzl + en < 2en,

for B = By, with evaluation after computing the norms, and for ||0A| « denoting sup;er |OA ()]
here and below. Similarly, under Assumption 3,

IAv(F(Z,X)B) = gv(Z,X)lpe S 10AV[lsollf(Z,X) (B = B)leas + llrvie2 S 6un”
1AV (f(Z,X)'B) —gv(Z, X)llpoc S EnllB—Bvi +en < 2en,
for 8 = BV, with evaluation after computing the norms, and noting that for any
AV (£(0,X)'8) = gv (0, X)[lp.2 V [Av(f(1, X)'8) = gv (L, X)llp.2 S IAv(f(1,X)'B) = gv(Z, X)|p.2
under condition (iii) of Assumption 2, and trivially
IAV(F0, X)B) = gy (0, X) b V Ay (F(1, XY B) = gv (1, X) oo < IAv(F(Z, XV B) = gv (%, X)|Ip.oc
under condition (iii) of Assumption 2.

Hence with probability at least 1 — A,,,
/};V € 7'[V,n = {h = (g(oa )79(17 ’)7m(07 ’)7m(17 )7) € gV(O) X gv(l) X M(O) X M(l)}

(c) We have that
av(z) = E[fhv,V,z] and &(z) = E"[fﬁv,\/,z]’
so that

Vn(ay(z2) — av(2) = Gulfny vzl + (Gulfnv:) — Gulfayviel) + VR(Efa v, — faynz]),

Iy (2) 11y (z) 111y (z)

with h evaluated at h = EV.
(d) Note that for Ay,; = h(Z;, X;) — hy (Z;, Xi),

IIIy(z) = n Y BoFeVi, Zi, 2 hv (Zi, X)) AL
|k[=1
+ Vi Y 2 EOR(Vi, Zi 2, by (Zi X)) AT
|k|=2

+ \FZ/ 6 'E[0f Y (Vi, Zi, 2, hy (Zi, Xi) + AAY) AV dA,
|k[=3

= TII%(2) + I11%(2) + I115(2),
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(with h evaluated at h = E) By the law of iterated expectations and because
BIOF (Vi Zi, 2, hy (Zi, X))\ Zi, Xi) = 0 k€ N*: k| = 1,

we have that III{,(z) = 0. Moreover, uniformly for any h € Hy,, we have that, in view of
properties noted in step (a),

11114 (2)| S vVnllh — by ||By S Vil(dan ™2 < 62,

I (2)] < \/ﬁHh - hVH12>,2Hh - hV”P,oo S \/ﬁ(énn_l/4)2€n < 5121671'
Since ﬁv € Hy,, for all V € V with probability 1 — A,, we have that once n = ny,

Pp(uuv(z)y <822 e {010,V € v) >1- A,
(e). Furthermore, we have that

sup max |ITy(z)] < sup Gl fhv,2] = Gulfay, vl
veyz€{0,1} heHy n,2€{0,1},VEV

The classes of functions, viewed as maps from the sample space S to the real line,
Vi={Vy,uel,je€J} and V" :={gy,,(Z,X),ucl,jeJ}

are bounded by a constant envelope and have the uniform covering e-entropy bounded by a mul-
tiple of log(e/€) V 0, that is logsupg N (e, V, || - [|g,2) < log(e/€) V 0, which holds by Assumption
2, and logsupg N (g, V*, [ - [|g,2) < log(e/€) V 0 which holds by contractivity of conditions expec-
tations noted in Lemma [A.6] (or by Lemma [A.5 item (iv)). The uniform covering e-entropy of
the function set B = {1(Z = z),z € {0,1}} is trivially bounded by log(e/¢) VV 0.

The class of functions
G .= {gV(d)7V S Vad S {07 1}}
has a constant envelope and is a subset of
{(33‘, Z) = A(f(Z,ﬂZ‘)/ﬁ) : ||5H0 g SCvA € ‘C = {Id7 q>7 1- (I)7A07 11— AO}}7

which is a union of 5 sets of the form

{(z,2) = A(f(z,2)'B) : 1Bllo < sC}

with A € £ a fixed monotone function for each of the 5 sets; each of these sets are the unions
of at most (C’,’s) VC-subgraph classes of functions with VC indices bounded by C’s ( note that a
fixed monotone transformations A preserves the VC-subgraph property). Therefore

logsup N (e, G, | - [Q.2) < (slogp + slog(1/e)) V0.
Q

Similarly, the class of functions M = (M (1) U (1 — M(1))) has a constant envelope, which is
a union of at most 5 sets, which are themselves the unions of at most (é’ s) VC-subgraph classes
of functions with VC indices bounded by C’s (a fixed monotone transformations A preserves the
VC-subgraph property). Therefore, logsupg N (e, M, || - [[g.2) < (slogp + slog(1/e)) V0.
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Finally, the set of functions
fn - (fh,V,Z - fhv,V,Z PSS {07 1}7 Ve Vah € HV7TL)7

is a Lipschitz transform of function sets V, V*, B, G, M, with bounded Lipschitz coefficients and

with a constant envelope. Therefore, we have that

logsup N (g, P, || - [|@,2) < (slogp + slog(1/€)) V0,
Q

Applying Lemma [A.3 and Markov inequality, we have for some constant K > e

sup max_|[1y(z)] < sup |Gy (f)]
Vvey 26{0,1} fe}-n

= Op(1 2] KVopl)+—=1 KVo,!
0P()<\/80n0g(pv Vo )+\/ﬁog(p\/ Vo )>

=0Op(1) <\/36%n—1/2 log(pVn)+ \/szn—l log?(p V n))

= 0p(1) (3u8/* 4 61/2) = Op(67/2),

for o, = supser, | fllp2; and we used some simple calculations, exploitng the boundedness

conditions in Assumptions 2 and 3, to deduce that,

on=sup [|flp2 <  sup  |h—hv|p2 < dun A
feEFn hG/HV,n,VGV

since supyeyy,, vey [h —hvllp2 S 5,n~ Y4 by definition of the set Hy.,,; and then we used that
s2log3(p V n)/n < 6, by Assumption 3.

(f) The claim of Step 1 follows by collecting steps (a)-(e).

STEP 2 (Uniform Donskerness). Here we claim that Assumption 2 implies two assertions:

(a) The set of vector functions (¢y)ucy, where vy := ({¥ g, ¥¥: 1, ¥y Hvev,, is P-Donsker
uniformly in P, namely that

Zn,p~ Zp in €°°(Z/{)dp, uniformly in P € P,

where Zmp = (Gnlﬂﬁ)ueu and ZP = (G]ﬂ/)ﬁ)ueu.
(b) Moreover, Zp has bounded, uniformly continuous paths uniformly in P € P:

sup Epsup || Zp(u)|| < oo, limsup Ep sup |[Zp(u) — Zp(a)|| = 0.
PEP  weld NOPeP  dy(u,i)<e

To verify (a), we shall invoke Lemma [A.2]

To demonstrate the claim, it will suffice to consider the set of R-valued functions ¥ = (¢, u €
U,k el,..,d,). Further, we notice that Gny,, = Guf, for f € F,

C(YZ =2}V —gv(2 X)) p
fz—{ m(sz) +gV(7X)7V€V}’
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and that an?/ = G,f, for f =V € V. Hence G, (¢ur) = Gu(f) for f € F = FoUF U.
That ¥ is Donsker and pre-Gaussian uniformly in P € P is then implied by F being Donsker
and pre-Gaussian uniformly in P € P, so we demonstrate the latter claims below.

Observe that F, is formed as a unform Lipschitz transform of function sets B, V, V*, M where
validity of the Lipschitz property relies on Assumption 2 (to keep the denominator away from
zero) and on boundedness conditions in Assumption 3. The latter function sets are uniformly
bounded classes that have the uniform covering e-entropy bounded by log(e/e) V 0 up to a
multiplicative constant, and so this class, which is uniformly bounded under Assumption 2,
has the uniform e-entropy bounded by log(e/€) V 0 up to a multiplicative constant (e.g. van der
Vaart and Wellner (1996)). Since F is uniformly bounded and is a finite union of function sets
with the uniform entropies obeying the said properties, it also follows that it has this property,
namely:

log sgpN(s,]:, |- 1lgz2) S Clog(e/e) V0.

Since [y \/log(e/€) V 0de = ey/7/2 < oo and F is uniformly bounded, application of Lemma
[A.2 then establishes that F is Donsker and pre-Gaussian uniformly in P € 73

To demonstrate claim (b), we need to translate pre-Gaussianity of F uniformly in P € P into
the continuity property stated above. One implication is simple:

sup Epsup || Zp(u)|| < sup Epsup ||Gp(f)] < oc.
PeP ueld pPeP fer

Consider a sequence of positive constants € approaching zero, and note that

Ep sup | Zp(u) = Zp(a)| SEp sup max|Gp(Yur —¢ar)| SEp sup |Gp(fu— fa)l
dy (u,i)<e dy(u,a)<e k<d, dy (u,@)<e
where f, and fz must be of the form:
HZ =2} (Uu — gu, (2, X)) HZ = 2}(Ua — gus (2, X))
m(z, X) m(z, X)
with (U, Usz) equal to either (Y, Ys) or (14(D)Yy,14(D)Yg), for d = 0 or 1, and z = 0 or 1.
Then

+ gu, (2, X),

+ gUﬁ, (27 X)?

sup || fu — fallp2 < sup ||Yy — Yallp2 — 0,
Pep Pep

as dy(u,u) — 0 by Assumption 2, which together with F being uniformly pre-Gaussian implies
that:

supEp  sup |Gp(fu— fa)] — 0,
PEP  dy(ud)<e
which implies

supEp sup || Zp(u) — Zp(a)|| — 0.
PeP dy (u,a)<e

15The set of functions F is image-admissible Suslin, since it is formed by a continuous transformation of
(Yu,u € U), which is image-admissible Suslin and a finite set of random variables (which are trivially image-

admissible Suslin).
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Lastly, suppep || fu — fallp2 S suppep [|Yu — Yal|p2 follows from the fact that || f, — fallp2 S
|Yy — Y|l p2 for each P € P, which follows from a sequence of inequalities holding for each
PeP: (1)

lfu = fallp2 S U = Uallp2 + llgv, (2, X) = gu (2, X) [ P2,
which we deduced using triangle inequality and the fact that m(z, X) is bounded away from zero,
(2) |Uy — Ugllp2 < ||Yu — Yallp2, which we deduced using a Holder inequality, (3)

190, (2, X) = gua (2, X) || P2 < |Uu = Uall P2,

which we deduced by the definition of gy (z, X) = Ep(V|X,Z = 2) and the contraction property

of conditional expectation recalled in Lemma [ ]

B.2. Proof of Theorem The proof will be similar to the previous proof, and as in that
proof we only focus the presentation on the first strategy.

STEP 0. (A Preamble). In the proof a < b means that a < Ab, where the constant A depends
on the constants in Assumptions only, but not on n once n > ng = min{j : 6; < 1/2}, and not
on P € P,. We consider a sequence P,, in P,,, but for simplicity, we write P = P,, throughout
the proof, suppressing the index n. Since the argument is asymptotic, we can just assume that
n > ng in what follows.

Let P, denote the measure that puts mass n~! on points (&, W;) fori = 1,...,n. Let E,, denote
the expectation with respect to this measure, so that E,f =n=1 3" | f(&, W)).

Recall the we define the bootstrap draw as:
PO I, ~ -
Vi(pr —=p) = | —= > _ &l (W) = Gn(£9).
\/ﬁ i=1 ueU

STEP 1.(Linearization) In this step we establish the first claim, namely that
V® = p) =2, p+op(l) in LU, (68)

where Z; p 1= (Gn&t)uer- The components (\/ﬁ(?‘*,w = Wi )ueu of /n(p* — p) trivially have
the linear representation (with no error) for each j € J. We only need to establish the claim for
the empirical process (\/ﬁ(@i‘/w (2) —av,,(2)))ueu for z € {0,1}, which we do in the steps below.

(a) As in the previous proof, we have that with probability at least 1 — A,,,
BV € HV,n = {h = (g(ov ')7g(17 '),T?L(O, ')7m(17 )7) € gV(O) X gV(l) X M(O) X M(l)}
(b) We have that

Vn(ay (z) — av(z)) = Guléfuy vzl + (Culéfuvz] — Gulé fuy viel) + V(B fr v,z — Efny hz])s

I3 (2) I13(2) 1113 (2)

with h evaluated at h = EV.
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(c) Note that 111, (z) = I11y(z) since ¢ is independent of W, so by the previous proof since
hyv € Hy,, for all V' € V with probability 1 — A,,, we have that once n > ny,

Pp<|III‘*/(z) <82 V2 e {0,1},VV € V) >1- A,

(d). Furthermore, we have that

sup max [[Ty(z)| < sup Gnl&fn v,z = Guléfay v2ll-
veyze{0,1} heHy n,2€{0,1},VEV

By the previous proof the class of functions, F,, = (fa,v.: — frhy,viz 1 2 € {0,1},V € V. h € Hyp),
obeys logsupg N (e, Fu, || - lg,2) < (slogp+slog(1/e)) V0. By Lemma[A.5] multiplication of this
class with £ does not change the entropy bound modulo an absolute constant, namely

logsup N (e,&Fn, || - llg,2) S (slogp + slog(1/e)) V0,
Q

since the envelope for £, this class is |£| times a constant, and E[¢%] = 1. We also have that,

by standard calculations,
(Efmax [¢[*])'/ < logn.

<n

Applying Lemma and Markov inequality, we have for some constant K > e

sup max |[IIy(2)| < sup |G, (f)]
Vey ze{0,1} feFs

= 0Op(1) (\/SU% log(p VK Von')+

slogn

\/ﬁ
= Op(1) <\/36$Ln—1/2 log(p vV n) + \/3271—1 log®(p Vv n))

= Op(1) (a0 + 01/%) = Op(3/2),

log(pVv KV 0;1)>

for 0, = supseer, | fllp2 = supser, |If|lp2; where the details of calculations are the same as in

the previous proof.
(e) The claim of Step 1 follows by collecting steps (a)-(d).

STEP 2 (Unconditional Uniform Donskerness). Here we claim that Assumption 2 implies: The
set of vector functions (£4])yecy, where 1f 1= {Yv0, ¥V 1 Y- Hvev,, is P-Donsker uniformly in
P, namely that

Zyp~Zp in 0°°(U)% | uniformly in P € P,

where Z 1, 1= (Gpé&ph)ueu and Z3, := (G p&yh))yeu is equal in distribution to Zp := (G p&h)ueu,
in particular, Z} and Zp share the identical covariance function.

To verify (a), we shall invoke Lemma[A.2l To demonstrate the claim, it will suffice to consider
the set of R-valued functions {W, where ¥ = (¢, u € U,k € 1,...,d,). As in the previous proof,
we notice that G, (§¢ur) = G, (&f) for f € F = FoUFUV. That £V is Donsker and pre-Gaussian
uniformly in P € P is then implied by £F being Donsker and pre-Gaussian uniformly in P € P, so
we demonstrate the latter claim. From the previous proof, logsupg N(e, F, [|-[|@,2) < log(e/€) V0.
By Lemma [A 5l multiplication by ¢ does not change the entropy bound, modulo a multiplicative
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constant, hence logsupg N (g,{F, || -[|g2) < log(e/e) V0. This establishes that {7 is Donsker and
pre-Gaussian uniformly in P € P. Since multiplication by £ to create Gp(£f) does not change
the covariance function of Gp(f), the P-Gaussian processes indexed by £F and by F are equal
in distribution. The claim that Z;; p ~ Zp then follows as in the previous proof.

STEP 3 (Uniform Donskerness Conditional on Data). The previous argument implies uncon-
ditional convergence in distribution under any sequence P = P,, € P,. Using the same argument
as in the first part of the proof of Theorem 2.9.6 in van der Vaart and Wellner (1996), we can
claim that the conditional convergence takes place under any sequence P = P,, € P,, using the
unconditional convergence to establish stochastic equicontinuity for the conditional convergence.
Moreover, linearization error in Step 1 converges to zero in unconditional probability. It is known
that this is stronger than the conditional convergence. The final claim follows by combining the
steps. ]

B.3. Proof of Theorem 4.3. We have that under the sequence P,
Zp,n ~ 2P,

which means that lim,, o Supyepr, |Ep R(Zp, n) — Ep,h(Zp,)| = 0. By the uniform in P € P
pre-Gaussianity of Zp, and compactness of D, we can split Z into a collection of subsequences
{Z'}, along each of which

Zp, ~Z', pp, =0,

meaning that lim,cz supyepr, [Ep,A(Zp,)—Ep,h(Z")| = 0, where Z' is a tight Gaussian process,
which depends on a subsequence Z' with paths that are continuous on U, with covariance function
equal to the limit of the covariance function Zp, along the subsequence, which may depend on
7', and p' is some value that also depends on the subsequence. We can conclude by the triangle

inequality that along that same subsequence,
Zp,n ~ A
Application of the functional delta method for subsequences, Lemma [A.7], yields
V(A = A) ~ Tp = ¢,(Z')
and, furthermore, by Assumption 5 and the extended continuous mapping theorem,
Do, (ZP,) ~ Sy (Z)).
Since the argument above works for all subsequences as defined above, we conclude that

V(A = A) ¢,(Zp), in ¢>°(W)% , uniformly in P € P,.

The conclusion for bootstrap follows similarly, except now we apply Lemma [A.S] ]
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Table 1: Estimates and standard errors of average effects

Specification

Series approximation Dimension  Selection  Selected (Main effects) LATE LATE-T
Indicators 20 N 11833 16120
(1638) (2224)

{1764} {2393}

Indicators 20 Y 13 12382 16419
(1684) (2205)

{1694} {2224}

Indicators plus interactions 167 N 11856 16216
(1632) (2224)

{1625} {2211}

Indicators plus interactions 167 Y 31(9) 12981 16957
(1702) (2183)

{1663} {2128}

B-splines 27 N 11559 15591
(1571) (2135)

{1741} {2359}

B-splines 27 Y 14 11925 15557
(1594) (2188)

{1583} {2175}

B-splines plus interactions 300 N 35792 73053

(14394) (37609)
{13873} {35877}

B-splines plus interactions 300 Y 37 (8) 12134 15547
(1580) (2209)
{1549} {2215}

Notes: The sample is drawn from the 1991 SIPP and consists of 9,915 observations. All the specifications control for
age, income, family size, education, marital status, two-earner status, defined benefit pension status, IRA
participation status, and home ownership status. Indicators specification uses a linear term for family size, 5
categories for age, 4 categories for education, and 7 categories for income. B-splines specification uses b-splines with
3, 4, 6, and 8 knots for family size, education, age, and income, respectively. Marital status, two-earner status, defined
benefit pension status, IRA participation status, and home ownership status are included as indicators in all the
specifications. Analytical standard errors are given in parentheses. Weighted bootstrap standard errors based on 500
repetitions with standard exponential weights are given in braces.
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Ficure 1. LQTE estimates based on indicator specification.
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Ficure 3. LQTE-T estimates based on indicator specification.
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