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Econometrics — Economics 345 

David M. Levy 
Carow Hall 2pm Tuesday & Thursday 

Virtual Office: DavidMLevy@gmail.com 
 

Course Goal. We shall look upon econometrics as something practiced by optimizing agents. Instead of 

assuming that the goal of estimation is to best contribute to public knowledge, we shall assume that the 

goal of estimation is to best contribute to private well-being. Private optimization requires that we consider 

econometric estimation as a choice. This, of course, requires that econometrician has more than one 

estimate feasible. The authors of our two texts disagree about underlying distributions; we shall consider 

why this is important and think about working on the empirical distribution as a way to address the 

disagreement. 

Texts. Ashley Fundamentals of Applied Econometrics, John Wiley, 2012. 
Mosteller & Tukey Data Analysis and Regression, Reading, MA 1977. 
Bookfinder.com is your friend for used books. 
 

Shazam. http://www.econometrics.com/ [We have a site licensed version 11.0] 

Maxima. http://maxima.sourceforge.net/ [This is open source] 

Grades. 1) Weekly problem sets: Handed out every Tueday, due the following Tuesday (100 points); 2) 

Take-home midterm exam (100 points); 3) In-class midterm (100 points); 4) Solow replication (100 

points); 5) Real replication study (200 points); 6) Final exam on all the material (200 points). The 

homework but only the homework can be resubmitted to improve the grade if and only if the homework 

was initially submitted when it was due. The important dates on the Replication Study are on the pages 

below. Notice, getting the replication proposal in late is costly. 

Questions. Shazam information? Ask me. The manual is very complete. Incompletes? Not without a 

medical excuse. Homework submission to my gmail account? Only the first attempt. Make sure that the 

SUBJECT in the email has your name and the course number with a space between the name and number 

so I can find them easily. And make sure your name is on EVERY page of the paper since the printer is 

another room. (Headers / footers work just fine.) Resubmissions need to have the initial try attached to 

the resubmission so that can’t be turned in by email. Can I use a program other than Shazam? R or 

STATA will be fine too. Working together? OK on homework but not on the replications. Why are we 

using M&T — it is so old? M & T has the courage to confront uncertainty, everything else confronts risk. 

M & T might be the third hardest book you read at GMU. Plato’s Republic and Smith’s Moral Sentiments 
are harder. No pain, no gain. 

My schedule. I’m co-director of a conference on David Ricardo on April 5. Otherwise I should be here 
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Economics 345 

Week 1. January 23. Setting things up 
Shazam 11 & Introduction to monte carlo [simulation] methods 
Maxima handling of distributions 

 
Week 2. January 30. Standard error of the sample median and the empirical distribution 

Monte carlo methods when the underlying distribution is known and when it isn’t (handouts) 
 
Week 3. February 6. When the problem is uncertainty not risk 

Ashley, chapters 1-4; Mosteller & Tukey, chapters 1-9 [quickly, cut one] 
 
Week 4 February 13. Regression (first cut!) 

Ashley, chapter 5; Mosteller & Tukey, chapters 10-14 
 
Week 5 February 20 Solow article 

Robert M. Solow, “Technical Change and the Aggregate Production Function” The Review of 
Economics and Statistics, Vol. 39, No. 3. (Aug., 1957), pp. 312-320. 

 
Weeks 6-7 February 27 /March 6 Testing hypotheses 

Ashley, chapter 6-7; Mosteller & Tukey, chapters 1-9 (again, 2nd cut) 
Take-home midterm handed out. 

 
Week 8 March 13 Break 
 
Weeks 9-10 March 20 / March 27  Dependence & time series  

Ashley, chapters 13-14 
 

Week 11 April 3 In-class midterm 
 Review & exam 
  
Weeks 12-14. April 10 /April 24 Biased estimation 

Ashley, chapters 11-12 
Feigenbaum and Levy, “The Market for (Ir)reproducible Econometrics” Social Epistemology 991 
Levy & Peart, “Inducing Greater Transparency” Eastern Economic Journal 2008  
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Econometrics: Problem Set 1 

1. Get Shazam up and running. 

a. Send me your First and Last names and the email address you want to use to 

DavidMLevy@gmail.com 

b. I’ll register you for Shazam. 

c. I’ll send you a link to the data file (ONE.TXT) for the first exercise. 

d. You will be sent a link to download a copy of Shazam 11. 

e. Install it. [You’ll need a dual boot program if you’re using a Mac but students who do haven’t 

had any problem]. 

2. Download ONE.TXT. Compute the sample means and medians for the two data streams (X and Y) in 

ONE.TXT. Check your answers with mine. My commands are in lower case, Shazam responds in upper 

case. If your file doesn’t have 1000 pairs drop me a note and I’ll send the file another way. The one trick 

I’ve used assigns the Shazam default to a jump drive E. You do that by click on FILE and then 

OPTIONS. Then you can assign a physical drive to be the default. You have to exit Shazam and reload for 

this to take effect. I’ve made the root directory of E: the default in the run next. 

Welcome to SHAZAM (Double Precision) v11.0 - JUNE 201 Windows7 PAR=112400 

...NOTE..CURRENT WORKING DIRECTORY IS: E:\ [this is the Default drive now] 

|_read (one.txt) x y/skiplines=1 

...NOTE..UNIT 88 IS NOW ASSIGNED TO: one.txt 

...NOTE..SAMPLE RANGE IS NOW SET TO: 1 1000 

|_stat x y /pmedian 

NAME N MEAN ST. DEV VARIANCE MINIMUM MAXIMUM 

X 1000 -0.31789E-01 1.0230 1.0465 -3.5060 3.2298 

Y 1000 3.8049 44.258 1958.7 -256.20 1203.1 

VARIABLE = X MEDIAN = -0.10679E-01 

VARIABLE = Y MEDIAN = 2.0939 

3 What is the standard error of the sample means? This should be a review question. What is the standard 
error of the sample medians? If this is not a review question perhaps the web will give an answer? Upon 
what does the web answer depend? 
 
4 (Extra credit) Install Maxima. Compute the first four moments of the standard normal distribution.  
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“Real” replication paper 

In overview the problem is to take a piece of published work, obtain the data, recompute the regressions as 

indicated in the article, summarize the deviation between your computations and the article's, and submit a 

printed (!) report describing your adventures. You will also do some light robustness checks. You must 

include documentation of all the estimates you report. The paper must be submitted in “standard” form. 

Paper or PDF only. I’m partial to the University of Chicago rules codified by Kate L Turabian. You can 

find the rules by “Turabian style” in google. 

The fifth week of class will be a “trial replication” in which you will be responsible for the replication of 

Robert Solow’s great article on technical change. Here, everyone in class will do the same article. I’ll work 

through the details that week. The data is included in the Solow article. Yes, you have to turn in a paper in 

the standard Turabian form. I’ll hand out the particular format to use to report the work in class that week. 

The “real” replication paper is a central assignment for this “writing intensive” class. What article to 

replicate? This is up to you. What is a piece of published work? Any empirical article in any economics 

journal with a regression reported at any time is, in principle, acceptable. However, some articles are too 

technical or the data sets are too large. It is your responsibility to find an acceptable article of applied 

econometrics. Write a proposal, telling me why you think why the article can be replicated. Tell me about 

the techniques and where the data is to be found. (Do not assume that authors will send you the data in the 

form you need. They may well have passed on.) The rule is that if you can’t read the article, you can’t 

replicate it.  

I’ll work backwards to help focus on important dates 

Thursday May 15 10:30a. This is the time of the final exam. Final version of the paper due in hard copy at 

the final exam. You need to submit both the final version and the draft with my comments so I can make 

sure that the indicated corrections are made.  

Thursday May 3. This is the last scheduled class. I’ll return your draft with my comments and a list of 

corrections to make.  

Thursday April 26. The draft of the replication paper is due. The paper is to follow the example of the 

Solow replication. The basic format is the same. You are to describe what the author reported and what 

you found when you conducted a narrow replication (same data, same technique). Then, again like the 

Solow replication you need to check to see whether using a trimmed regression makes a difference and how 

bootstrap standard errors compare with what the author reports. With this paper you need to tell me 

something about what it is you are replicating. What is being estimated? What is the data being used?  If 

you submit the paper by email make sure that DRAFT REPLICATION is in the subject line. I’ll put my 

comments on the paper itself. 

Thursday April 5. You need to have an approved paper to replicate. That means you have to send me a 

proposal that I approve sometime before.  While I will find a paper for you, the cost in terms of points is 

high. Finding a paper is part of the assignment.  

Now the dates are set: what is to be done?  
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Find a paper in JSTOR, send me a proposal that tells me what the paper is, what it attempts to estimate, 

with what regression technique and upon what data. Is the data included in the paper? If not, where is it.  

You need to check for ALL the data. One proposal at a time. Use REPLICATION PROPOSAL in the 

subject line. I’ll try to respond overnight.  I want the proposal, I don’t want just a link to the paper. I’ll 

check to see if it is tractable before I say OK. If I make a mistake on whether it is tractable then I’ll take 

responsibility in that you can simply turn in a paper saying only that you couldn’t do it.   

The guiding principle for JSTOR replication is that if you can’t read the article, you can’t replicate it. 

Since the requirement is to replicate a reported regression equation, you need to find an article with one. 

One approach is to search JSTOR limiting the search to the period before 1965 so there is a good chance 

that the regression technique will be something you’ve studied. Perhaps it would be a help if look for 

papers on topics that are familiar. Estimation of consumption functions, both of specific goods and 

aggregate consumption, was very common during the Keynesian era. It might be better to search for 

“regression” instead of “least squares” because for the longest time that was the only technique economists 

used.  And even when new techniques were developed many of them were simply one step from least 

squares.  

Another approach is to select a journal (Solow’s article was in the Review of Economics and Statistics) in 

the mid-1950s and “browse” in JSTOR.  Here, if you can’t make sense of the title of the article, pass on to 

the next one! If there is an article that interests you in the pre-1965 era, but uses a regression technique that 

we’ve not studied, I’d bet that Shazam can handle it. I’ll help here.  Last semester one student found a 

paper that employed nonlinear least squares. Not a problem for Shazam.  

The paper must quote what the author reports and what you find. The table format I required for the 

Solow replication should be used.  The Shazam coding used for the Solow replication must be modified to 

correspond with the new paper’s model and estimation procedure.  


