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* file chapl0.do for Using Stata for Principles of Econometrics, 4e

* cd c:\data\poedstata

webuse set http://www.principlesofeconometrics.com/poe4/data/stata/
* Stata do-file

* copyright C 2011 by Lee C. Adkins and R. Carter Hill

webused

* X %

* setup

for "Using Stata for Principles of Econometrics, 4e"

by Lee C. Adkins and R. Carter Hill (2011)
John Wiley and Sons, Inc.

version 11.1

* open data and examine
webuse mroz, clear

describe
summarize

* drop nonworking women and summarize
drop if Ifp==0

summarize

wage educ exper

* create variables

gen lwage

= In(wage)

* Least squares estimation

reg lwage
estimates
ivregress
estimates
ivregress
estimates

esttab Is

educ exper c.exper#c.exper

store Is

2sls lwage (educ=mothereduc) exper c.exper#c.exper, small

store ivl

2sls lwage (educ=mothereduc fathereduc) exper c.exper#c.exper, small
store iv2

ivl iv2, compress t(%12.2F) b(%12.5F) nostar ///

gaps scalars(rss F) title('LS vs 1V")

* Manually using only mothereduc as 1V (wrong standard errors)
* First stage regression
reg educ exper c.exper#c.exper mothereduc

* test IV

strength

test mothereduc

* obtain predicted values
predict educhat

* 2sls using 2-stages

reg lwage

ivregress

educhat exper c.exper#c.exper

2sls lwage (educ=mothereduc fathereduc) exper c.exper#c.exper, small

estat Firststage
estat overid

FrFHHHXXX* Hausman test

* reduced

form

reg educ exper c.exper#c.exper mothereduc fathereduc
predict vhat, residuals

* augment wage equation with reduced form residuals

reg lwage
reg lwage

* Hausman

exper c.exper#c.exper educ vhat
exper c.exper#c.exper educ vhat, vce(robust)

test automatic

hausman iv2 lIs, constant sigmamore
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FxFxAAxAx* Testing surplus moment conditions

* obtain 2sls residuals

Page 2 of 2

quietly ivregress 2sls lwage (educ=mothereduc fathereduc) exper c.exper#c.exper, small

predict ehat, residuals

* regress 2sls residuals on all 1V
reg ehat exper c.exper#c.exper mothereduc fathereduc
ereturn list

* NR™M2 test

scalar nr2 = e(N)*e(r2)

scalar chic = invchi2tail(l,.05)

scalar pvalue = chi2tail(l,nr2)

di "R™2 from artificial regression = " e(r2)

di "NR™2 test of overidentifying restriction = " nr2
di ""Chi-square critical value 1 df, .05 level = " chic
di "p value for overidentifying test 1 df, .05 level = " pvalue

* Using estat

quietly ivregress 2sls lwage (educ=mothereduc fathereduc) exper c.exper#c.exper, small

estat overid





