Difference-in-differences

y=ay+ a;P+ a,T + a3(PT) + other factors + €

e.g. E[Y|P=1, T=0] = 0 o+ 01 + other factors
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Control

DD = (Y — Yo) — (Y5 — Y1)

Gap between the two trends (control and counterfactual
outcomes) is the same over the period: (Y3 — Y2) = (Y1 — Yo)
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