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The difference-in-difference model assumes 
that - in the absence of treatment - the 
treatment and control group have a similar 
trend over time, so as we can calculate the 
counterfactual based on the changes in the 
control group

Why: Counterfactual is calculated by summing



Assumptions for Difference in Difference
1. Parallel Trend Assumptions: The counterfactual is 
considered to have parallel trends with the treatment 
group. Statistically, counterfactuals can be obtained by 
performing Dynamic Diff-in-Diff as well

2. Stable Unit Treatment Value Assumption (SUTVA)

a). The composition of the treatment and control group is 
stable for repeated cross-sectional design

b). No interference effect: The outcome of treatment 
should not be impacted by the interaction between the 
members of the treatment and control group

3. There should not be any Anticipation Effect: The 
analysis results will be biased if the customers will know 
about the promotions from before. 


