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Course Description:

Welcome to Economics 303!  This course addresses empirical modeling in Economics in particular and in the Social Sciences in general.  Social science students who want to read critically the research of others, or who want to conduct empirical research for themselves need to learn methods for carefully and logically constructing models designed to examine empirical evidence.  In Economics, such empirical models are used, and sometimes misused, to test hypotheses of opposing theories, make predictions and forecasts, simulate alternative policies, or investigate apparent correlations among diverse events.  Knowledge of empirical economic modeling methods and practice (econometrics) will serve you well.

 

Though models of economic behavior will always be debated, the methodology used by economists to derive and test the models is much less controversial.  That is not to say that empirical economic literature is flawless; it certainly is not!  Much of the methodology lies in empirically exploring economic phenomena and empirically testing hypotheses derived from economic theory.  However, most economic phenomena cannot be observed under controlled conditions.  The effects of both observable and unobservable outside “noise” eventually always cloud the events we study.  This necessitates the use of advanced statistical techniques in our empirical work.  It is this body of empirical methodology, Econometrics, which we will study.

Course Objectives

Someone who successfully completes this course can:

· Read empirical economic literature critically, 

· Design and explain econometric models and methods appropriate for the research questions and data at hand, and

· Complete a research paper employing econometric modeling.

To achieve these objectives successfully you will develop a kit of analytical tools including: 

Renewed understanding of  principles of statistics,

Ability to derive estimation techniques appropriate to the model under study and to the data at hand,

A grasp of the limits of applicability of these techniques,  

Familiarity with data sources, and

Familiarity with econometrics software.

Assignments and Grading:

1. Course Participation: Regular class attendance and participation are required.  Students are expected to come to class prepared having done the reading and practice problems (see below), and armed with questions and comments.  To help facilitate discussion, students will be asked to:

(a) meet with me at least once during the first few weeks of class,

(b) respond to questions on the course blog (a minimum of 1 comment per week),

 In class participation and blog posts are worth 15% of your grade.

2. In-class Quizzes:  Students will be asked to complete 3 quizzes during the term.  Tentatively, the in-class quizzes first quiz will occur on Wednesday, September 18th, Wednesday, October 21st, and Wednesday, November 18th.  Each quiz is worth 15% of your grade.  

3. Take-home Exercises: For (nearly) every class, I will assign a few problems (mostly from the textbook).  You should complete these problems before class.  Some of these problems we will discuss in class, others I will collect about once a week.    The total value for all of these problems is 10%. 

4. Final paper (discussed in more detail separately) due at the start of the final exam period worth 30% of your grade.  
Reading

Required textbook:  Stock and Watson Introduction to Econometrics, 2nd edition., Addison-Wesley, 2007, ISBN: 0-321-27887-9

Text Web site: http://wps.aw.com/aw_stock_ie_2
This is a very good introductory text.  We will attempt to work through the first 16 chapters.  I recommend that you read (or at least skim) all 16 chapters ASAP.  Repetition is a great teacher.  I’ve been reading and re-reading econometrics textbooks for over a decade, and I am still learning.  It will be easier to follow class if you’ve got a better feel for the big picture that reading the full textbook early will provide.  

Recommended books:  

Peter Kennedy, A Guide to Econometrics, 6th ed., Blackwell Publishing, 2008, ISBN: 978-1-4051-8257-7

Joshua D. Angrist and Jorn-Steffen Pischke,  Mostly Harmless Econometrics: An Empiricist’s Companion, 2009, Princeton University Press, ISBN 978-0-691-12035-5

These books offer additional, intuitive (and some technical) explanation of various econometric techniques/methods that you may find useful.  

Additional readings (not listed below) will be posted on the course blog.  On the blog, I will post links to the reading along with comments and specific questions to help focus your reading and help you prepare for class discussions.  I expect that you will check the course blog regularly.  

Software
STATA

Website: http://www.stata.com/
STATA is the econometrics software we will use for this course.  The college has a STATA educational lab.  The “lab” is set up to allow 6 simultaneous Windows users and 4 simultaneous Macintosh users.  One should be able to access STATA from any of the computer lab or library computers (except those dedicated solely to library resources).

STATA GradPlan: If you want your OWN copy check out this STATA web site: http://www.stata.com/order/new/edu/gradplan.html#2
STATA Tutorial:

A tutorial specifically for our Stock and Watson textbook can be found here.  I’d advise downloading both the tutorial and the data files.

http://wps.aw.com/aw_stock_ie_2/0,12040,3332253-,00.html
STATA Reference Materials on 2-Hour Reserve at the Watzek Library:

Getting Started with STATA for MaCintosh: Release 10

Getting Started with STATA for Windows: Release 10

Getting Started with STATA for Windows: Release 9

STATA User’s Guide: Release 10

STATA User’s Guide: Release 9

STATA Quick Reference and Index: Release 10

STATA Quick Reference and Index: Release 9

Topics 

Below is the general order of topics (which after some introductory material follows the textbook).  I will post more detailed schedule updates on the course blog regularly. 

1. The role for empirical methods in economics

2. Overview of the empirical process

3. Review of Probability and Statistics

4. Linear Regression with One Regressor

5. Linear Regression with Multiple Regressors

6. Fixed and Random Effects (regression with panel data)

7. Logit and Probit (regression with binary dependant variable)

8. Instrumental variables regression

9. Experiments and quasi-experiments

10. Time Series Econometrics

