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Challenges and pitfalls of identifying the causal effect of
institutions: a case study of the Hungarian “elite” tracks

Elite schools are institutions that provide training for students at the top of the ability
distribution. Since ability correlates strongly with social status, most of these schools
educate predominantly higher socio-economic status (SES) students. In general, very
talented and high SES students enrol in exam schools in the US, grammar schools in
the UK, or their counterparts in Germany, Sweden, Romania and many other countries.

Setting aside the concerns that such “elite tracking” might increase inequality (Terrin
and Triventi 2022), causal evidence on their effectiveness is also mixed. Some find no
effects (Abdulkadiroglu et al. 2014; Dustmann, Puhani, and Schonberg 2017), while
others find short run effects (Clark and Del Bono 2016; Guyon, Maurin, and McNally
2012; Oosterbeek, Ruijs, and de Wolf 2023; Pop-Eleches and Urquiola 2013).

In this presentation | will talk about the effectiveness of the Hungarian 6-years-long
“elite” academic track and focus on the challenges and pitfalls of identifying the causal
effect of these schools on later student outcomes.

In Hungary the National Assessment of Basic Competencies (NABC) annual
standardized low-stakes testing allows for the detailed comparison of elite track
students with their peers. First | will show how this rich database, along with other
newly available administrative data and advanced econometric methods, is tempting
us to estimate the effects of these elite tracks on students’ short and long run
outcomes. Then take a step back and judge the assumptions behind these estimates.

| will argue that selection bias is important and the unconfoundedness (or “selection-
on-observables”) assumption is very hard to met, which should bias our estimates
towards zero, so that elite tracks are likely to have a small or no effects. Then | argue
that the assumption that elite tracks do not have an ex-ante effect on the test score
outcomes is also questionable. | show that the fact that students prepare for high-
stakes entrance exams couple months before the low-stakes NABC testing influences
their low-stakes test-scores as well. This eventually will bias the elite track effects away
from zero, so that elite tracks are likely to have a larger than estimated effects.

All in all my aim is to highlight the significance of assumptions behind econometric
analyses and the importance of understanding the mechanisms behind treatment
effects.
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