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Table 6.1. 1V estimators and their asymptotic variances

Estimator Definition and estimate of the VCE

IV (just-identified) By = (Z'X) 12’y
V(B) = (2'X)"'S(Z'X)"'2

2SLS 3zsLs—{X’Z(Z’Z)‘1Z’X} 'X'z(2'Z)" 2y
V(@) = (X'Z(2'2)"'2'X) " X'Z(2'2)'8(2'2) ' 2'X
x {(X'Z(z'Z2)'z'X}

Optimal GMM Bocam = (x'z§‘1z'x)_ X'z8 2y
V(Boaym) = (X’z§'1z'x)'
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IV (15 4R %)

2SLS (iR 1)

GMM (3 EE3H51)

it FE R 2 A
Hausman ¥;%; ([R5 2%)
Hausman #:5 (F522)
55 L HAS R

SR TV

AT IV

Rt GMM

ivregress 2sls

ivregress 2sls

ivregress gmm

estat overid; xtoverid

hausman

estat endogenous

estat firststage; condivreg; ivreg?2
xtivreg; xthaustaylor

xtabond; xtdpdsys; xtdpd

gmm

el
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IV, 2SLS 5§ GMM
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IV, 2SLS 5§ GMM

RN v = xB+u;, HT Cov[x;,u;] #0, OLS ~K—3L,
BB AEE LA & 2, ({45 Cov[zi, ui] = 0
T E[u; | 2] =0F, Covlz,u;] =0= E[zu;] =0
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Brv = (Z zixz) (Z Ziyi) =(Z'X)"'Zy

i=1 i=1
Stata fiy 27~ :

ivregress 2sls y x_exog (x_endog = z)
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IV, 2SLS 5§ GMM

AL T (THASRAS> [0, RIEEERM & 5V, 200 -xB) = 0,
GMM fi HH /MR — 378

Q(p) =

& '
N Z z;(yi — xiﬁ)] Wy

i=1

R Wy R, W ERHOT B AR A
H 00(B)/0p = 0 £33] GMM {14t
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IV, 2SLS 5§ GMM

o MR EAIE Wy & (Var[Z'u])™! (— Bt , Boamm W 2580/
o YEWIF NG (r=K) T, XMERE Wy, GMM 4T 1V,
o [y ZERET: N
Var[Z'u] = 0 )" 77
i=1
2SLS fifi b R 1
N _
Wy = (Z ziz;)
i=1
I, Basts = [X'Z(Z'Z)-lz'x]‘lX'Z(Z'Z)-lz'y
Stata fjy4: ivregress 2sls; @ ffaf VCE,
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IV, 25LS 5 GMM
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IV, 2SLS 5§ GMM

2SLS ZFrLARR A “PIRTEL”, A e A b 5.
Wy W BT NS & vy, SRR vy = By + X8 + ui.
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o 2SLS {1E 43
Q 5B H y2 X xi,xo i OLS, 535 FMIE ya s
Q@ E BB Ay X 2 Ml xy fif OLS,
o (HiX—iI PR ARBE B A B AR AL

m] =2 = = E DA

PO Bk 2 v



G

HRLH

Hao




HiERG): @

WF5E 36 E AR N2 S 1drugexp, AR OARREAE o0 2 B4 FA (R R RIS ) g 4048
hi_empunion, ?‘?i@%ﬂ%ﬁi@fﬁo

use musO6data.dta

global x2list tothcr age female blhisp linc

keep if linc !=

describe ldrugexp hi_empunion $x2list

Variable Storage Display value

name type format label Variable label
ldrugexp float %9.eg log(drugexp)
hi_empunion byte %8.08 Insured thro emp/union
totchr byte %8.08 Total chronic cond
age byte %8.0g Age
female byte %8.0g Female
blhisp float %9.eg Black or Hispanic

linc float %9.eg log(income)




By e

2432 H

summarize ldrugexp hi_empunion $x2list

variable Obs Mean std. dev. Min Max
ldrugexp 1e,e89 6.481361 1.362852 e 10.18017

hi empunion 1e,889 .3821984 .4859488 e 1
totchr 1le,es9 1.860938 1.292858 e 9

age 1e,e89 75.85174 6.682109 65 91

female 1e,e89 .5770641 .4948499 e 1
blhisp 1e,e89 .1635445 .36988 (-] 1

linc 1e,e89 2.743275 .9131433 -6.907755 5.744476

FEAA 65 % KA EHE, 38% PiA JE 1 sl T fe i i BefR i -




HiERG): @

regress ldrugexp hi_empunion $x2list, robust

Linear regression Number of obs = 10,089
F(6, 10082) = 376.85
Prob > F = ©.0000
R-squared = e.177@
Root MSE = 1.236

Robust
ldrugexp | Coefficient std. err. t P> |t [95% conf. interval]
hi_empunion .9738788 .©259848 2.84 ©.004 .98229435 .1248141
totchr .4403807 .0093633 47.03 ©.000 .4220268 .4587346
age -.0e35295 .8e1937 -1.82 9.068 -.0073264 . 0002675
female .8578055 .8253651 2.28 8.023 .2080848 .1875262
blhisp -.1513068 .0341264 -4.43 ©.000 -.2182013 -.0844122
linc .9104815 .8137126 .76 ©.445 -.0163979 .@37361
_cons 5.861131 .1571e37 37.31 ©.000 5.553176 6.169085

OLS 451+ B AL MR (25 S Z0H9011 7.4% . % hi_empunion 2, 1 OLS K—4k.
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HiERG): @

4 hi_empunion AR THANR:, FEWL:
o SR u; AR, HIREEEDEA 1drugexp JiFE;
o 5 NAAF & hi_empunion fH % .
ARER LHAS S | (FFEB AR BRI Tl Line 445 H)
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ARERY T AAR R 2 (TR AN ) 1drugexp) -

ssiratio =

multlc = H{{ A ZNEEH N}
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describe ssiratio multlc

summarize ssiratio multlc

correlate hi_empunion ssiratio multlc

(obs=10,089)

hi emp~n ssiratio
hi empunion

multlc
1l.ee0ee
ssiratio

-8.2124 1.eeee
multlc @.1198

A PRI, $27m AT REAFAESS T A &

1.00ee

DA




HiERG): @

ivregress 2sls ldrugexp (hi_empunion = ssiratio) $x2list, robust

Instrumental-variables 2SLS regression Number of obs = 10,089
Wald chi2(6) = 2000.86
Prob > chi2 = 9.0000
R-squared = 9.0640
Root MSE = 1.3177

Robust
ldrugexp | Coefficient std. err. z P>|z| [95% conf. interval]
hi_empunion -.8975913 .2211268 -4.06 ©.000 -1.33992 -.4641908
totchr .4502655 .8191969 44.16 ©.000 .43028 .470251
age -.0132176 . 8029977 -4.41 o.e00 -.019e931 -.0e73421
female -.020406 .8326114 -9.63 8.531 -.8843232 .e435113
blhisp -.2174244 .8394944 -5.51 ©.000 -.294832 -.l4e0167
linc .e870018 .8226356 3.84 9.000 .0426368 .1313668
_cons 6.78717 .2688453 25.25 o.e00 6.260243 7.314097

Endogenous: hi_empunion
Exogenous: totchr age female blhisp linc ssiratio




HiERG): @

ivregress 2sls ldrugexp (hi_empunion = ssiratio multlc) $x2list, robust

Instrumental-variables 2SLS regression Number of obs = 10,089
wald chiz2(e) = 1955.36
Prob > chi2 = @.eee0
R-squared = 9.0414
Root MSE = 1.3335

Robust
ldrugexp | Coefficient std. err. z P>|z| [95% conf. interval]
hi_empunion -.9899269 .2e45907 -4.84 e.000 -1.390917 -.5889365
totchr .4512851 .0103e88 43.77 e.000 .4310001 .47141
age -.0141384 .0e29 -4.88 e.000 -.0198223 -.8084546
female -.8278398 .8321743 -0.87 0.387 -.09e9002 .e352207
blhisp -.2237e87 .03953848 -5.65 0.000 -.3012934 -.1461239
linc .0942748 .02183841 4.31 0.000 .9513828 .1371668
_cons 6.875188 .2578855 26.66 @.000 6.369741 7.380634

Endogenous: hi_empunion
Exogenous: totchr age female blhisp linc ssiratio multlc
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HiERG): @

ivregress gmm ldrugexp (hi_empunion = ssiratio multlc) $x2list, robust

Instrumental-variables GMM regression Number of obs = 10,089

wald chi2(e) = 1952.65

Prob > chi2 = 2.0000

R-squared = ©.0406

GMM weight matrix: Robust Root MSE = 1.3341
Robust

ldrugexp | Coefficient std. err. z P>|z| [95% conf. interval]

hi_empunion -.9932795 .2046731 -4.85 0.000 -1.394431 -.5921275

totchr .4509508 .el1e31e4 43.74 0.000 .4307428 .4711588

age -.01415e9 .ee29014 -4.88 0.000 -.9198375 -.0084644

female -.8281716 .8321881 -9.88 9.381 -.8912592 .834916

blhisp -.2231048 .8395972 -5.63 9.000 -.3007139 -.1454957

linc .0944632 .8218959 4.31 @.000 .8515481 .1373783

_cons 6.877821 .2579974 26.66 9.000 6.372155 7.383486

Endogenous: hi_empunion
Exogenous: totchr age female blhisp linc ssiratio multlc




HiERG): @

quietly regress ldrugexp hi_empunion $x2list, robust

estimates store OLS

quietly ivregress 2sls ldrugexp (hi_empunion

estimates store IV

quietly ivregress 2sls ldrugexp (hi_empunion

estimates store TWOSLS

quietly ivregress gmm ldrugexp (hi_empunion =

estimates store GMM

ssiratio multlc) $x2list, robust

ssiratio) $x2list, robust

ssiratio multlc) $x2list, robust

estimates table OLS IV TWOSLS GMM, b(%9.4f) se(%9.3f) stats(N r2 F)

%518 OLS ‘5 IV/2SLS/GMM 7t hi_empunion % 22 SRR, TEH A A M o) R ] 200
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quietly ivregress 2sls ldrugexp (hi_empunion = ssiratio multlc) $x2list
estimates store IV

quietly regress ldrugexp hi_empunion $x2list

estimates store OLS

hausman IV OLS

YEE: hausman ANEENN vece(robust), vce(cluster cvar) ; AZEE A hausman OLS IV

ivregress 2sls ldrugexp (hi_empunion = ssiratio) $x2list, robust
estat endogenous

DA




TRE SRR

—— Coefficients
(b) (B) (b-B) sqrt(diag(v_b-v_B))
v oLs Difference Sstd. err.
hi_empunion -.9899269 .8738788 -1.063806 .19e4319
totchr .4512851 .4403807 .01e8243 .8043312
age -.0141384 -.8835295 -.0106089 .0ez2e441
female -.0278398 .8578855 -.0856453 .818387
hlhisp -.2237e87 -.1513@e68 -.8724019 .9188348
linc .0942748 .e1e4815 .8837933 .9160062

b = Consistent under He and Ha; obtained from ivregress.
B = Inconsistent under Ha, efficient under H@; obtained from regress.

Test of H@: Difference in coefficients not systematic
chi2(e) = (b-B)'[(v_b-v_B)~(-1)](b-B)

= 31.21
Prob > chi2 = e.eeee

el



TRE SRR

Tests of endogeneity
He@: variables are exogenous

Robust score chi2(1)

24.935 (p - ©.0000)
Robust regression F(1,lees81) =

= 26.4333 (p - ©.0000)

T+ p =0.000, §E45 Hy, iA°F hi_empunion JZ2 AR, HWIMLFEEMFE IV,

DA




TRE SRR

ivregress gmm ldrugexp (hi_empunion
estat overid

ssiratio multlc) $x2list, wmatrix(robust)

Test of overidentifying restriction:

Hansen's J chi2(1)

1.e4754 (p = ©.3061)

XA R (2 A THASERXY 1 ANAAE) . 45258 p ~ 0.306, REL Hoo
FEM SRR A RN TG T, WY B A A A A R

DA




TRE SRR

ivregress 2sls ldrugexp (hi_empunion
estat firststage

= ssiratio) $x2list, robust
First-stage regression summary statistics
Adjusted Partial Robust
Variable R-sq. R-sq. R-sQ. F(1,1ee82) Prob > F
hi_empunion 9.0761 8.0755 @.0179 65.7602 ©.0e00

DA




TRE SRR

ivregress 2sls ldrugexp (hi_empunion = ssiratio) $x2list, robust first

First-stage regressions

Number of obs = 16,089

F(6, 10@82) = 119.18
Prob > F = 0.ee00
R-squared = @.e761
Adj R-squared = ©.0755
Root MSE = ©.4672
Robust

hi_empunion | Coefficient std. err. t P>t [95% conf. interval]
totchr .8127865 .8836655 3.49 0.000 .8856015 .8199716
age -.80886323 .eee7e87 -12.18 0.000 -.0100216 -.80872431
female -.07345 .2096392 -7.62 0.000 -.0923448 -.8545552
hlhisp -.06268 .8122742 -5.11 0.000 -.88674 -.0386201
linc .e483937 .8066075 7.32 0.000 .8354417 .8613456
ssiratio -.1916432 .8236326 -8.11 9.000 -.2379678 -.1453186

cons 1.028981 .8581387 17.7e 9.000 .9150172 1.142944 _ _

- 7 = = = A




Instrumental-variables 2SLS regression Number of obs = 10,089

wald chi2(e) = 2000.86
Prob > chi2 = ©.0000
R-squared = ©.0640
Root MSE = 1.3177

Robust
ldrugexp | coefficient std. err. z P>|z| [95% conf. interval]
hi_empunion -.8975913 .2211268 -4.086 e.000 -1.330992 -.4641908
totchr .4582655  .@101969 44.16 ©.800 .43028 .478251
age -.0132176 .e029977 -4.41 0.000 -.2190931 -.0073421
female -.020406 .8326114 -0.63 9.531 -.0843232 .e435113
blhisp -.2174244 .0394944 -5.51 0.000 -.294832 -.l4e0167
linc .2370018 .8226356 3.84 ©.000 .0426368 .1313668
_cons 6.78717 .2688453 25.25 e.e00 6.260243 7.314097

Endogenous: hi_empunion
Exogenous: totchr age female blhisp linc ssiratio
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