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Econo-metrics

Economics.

Measurement.
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Economic Questions

Economics suggests important relationships, often
with policy implications, but virtually never suggests
quantitative magnitudes of causal effects.
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Examples of economic questions.

What is the effect of reducing class size on student
achievement?

What is the effect on earnings of a year of education?

What is the price elasticity of cigarettes (water)?
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This course is about how to use data to measure causal
effects.

Ideally, we would like an experiment
class size;
returns to education;
cigarette prices;

But almost always we only have observational
(nonexperimental) data.
Observational data poses major challenges: consider
estimation of returns to education

confounding effects (omitted factors),
simultaneous causality,
correlation does not imply causation.
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Data

Cross-Sectional Data: California School District Data
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Time Series Data:
CPI Inflation and Unemployment in the United States,
1959-2000.
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Panel Data:
Cigaratte Sales, PRices, and Taxes by State and Year for
U.S. States, 1985-95.
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