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Department of Economics
Western University

Paul Sullivan                                                                               September, 2014

Office:  4060 SSC 
Phone: (519) 661-2111 ext. 85320
E-mail: psulliv8@uwo.ca
Office Hours:   T, TH: 1:00-2:00 or by appointment
Classroom meeting times & locations: Tue. and Thur. 10:30-12:00 in SSC-410                           

Course website: owl.uwo.ca                                  

Registration

You are  responsible  for  ensuring  you are  registered  in  the  correct  courses.   If  you  are  not
registered in a course, the Department will not release any of your marks until your registration
is corrected.  You may check your timetable by using the Login on the Student Services website
at https://studentservices.uwo.ca/secure/index.cfm.  If you notice a problem, please contact your
home Faculty Academic Counsellor immediately.

Prerequisite Note

You are responsible for ensuring that you have successfully completed all course prerequisites,
and that you have not taken an anti-requisite course.  Lack of prerequisites may not be used as a
basis for appeal.  If you are found to be ineligible for a course, you may be removed from it at
any time and you will receive no adjustment to your fees.  This decision cannot be appealed.

If you find that you do not have the course prerequisites, it is in your best interest to drop the
course well before the end of the add/drop period.  Your prompt attention to this matter will not
only help protect your academic record, but will ensure that spaces become available for students
who require the course in question for graduation.

Course Objectives: 

This  is  a  second  year  Ph.D.  course  that  covers  a  selection  of  recent  developments  in
microeconometrics.  Topics  covered  will  include  (a)  panel  data  methods,  (b)  discrete  choice
models and selection models, (c) simulation methods, (d) dynamic discrete choice models, and
(e) structural equilibrium models.

The primary goal of this course is to gain an understanding of recent econometric techniques so
that you can use them in original research papers. Classes will consist of lectures, discussions of
papers,  and  student  presentations.  Homework  assignments  will  include  empirical  work  and
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computer  programming.  The  homework  assignments  will  develop  various  empirical  and
computational skills and will allow you to familiarize yourself with commonly used data sets and
software packages.  Each student will be required to write an original empirical research paper
proposal.

Course Learning Outcomes:

Students who successfully complete the course will learn how to:

• analyze econometric techniques used on different types of data.
• apply these techniques to answer empirical research questions.
• evaluate empirical research papers.
• formulate a proposal for an original empirical research paper. 

Textbooks: 
• Cameron,  A.  Colin,  and  Pravin  K.  Trivedi  (2005):  Microeconometrics:  Methods  and

Applications. Cambridge University Press, 2005.
• Wooldridge, Jeffrey (2010): Econometric Analysis of Cross Section and Panel Data. MIT

press.

Grading:

• Homework assignments (30%)
• Class presentations (20%)
• Paper proposal (50%)

Homework assignments are  due at  the start  of class on the due date.  Late assignments,  and
assignments not handed in will receive a grade of zero. There will be four or five assignments,
spaced approximately evenly throughout the course. 

Depending on the size of the class, each student can expect to make between two and four in-
class presentations of papers during the course. Papers for presentations will be assigned at least
one lecture in advance, and will be selected from the reading list. I am also willing to consider
papers for presentation that are not on the reading list, if you suggest an appropriate paper that is
related to your own research interests.

The paper proposal should outline a clear empirical research question and describe how you
intend  to  answer  it.  The  proposal  will  be  judged  based  on  the  originality  of  the  idea,  the
importance of the contribution, and how specific and detailed it is. The proposal should include
(1) motivation for the problem you will solve; (2) a brief summary of how your paper relates to
the existing literature; (3) the theoretical and econometric framework used to conceptualize your
approach; (4) a short summary of the data to be used, ideally with descriptive statistics that are
relevant for your research question.
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Topics and Reading List:

We will not cover all of the papers on the reading list in detail during class time. As the course
progresses, I will identify the papers that we will focus on during class time, and specify which
papers are intended as supplementary reading. Any changes or additions to the list of papers will
be announced in class.

In the following, (W) refers to the Wooldridge text, and (CT) refers to Cameron and Trivedi.

1. Pooling Time Series and Cross-Section Data

• Topics: Fixed and random effects models for panel data, endogeneity, hypothesis testing
(Wald, LM, LR), Hausman tests, empirical applications.

• W: Chapters 15-16

• CT: Chapters 21-22

• Hausman,  Jerry  (1978):  "Specification  Tests  in  Econometrics."  Econometrica:  1251-
1271.

• Breusch,  Stanley,  and  Adrian  Pagan  (1980):  "The  Lagrange  Multiplier  Test  and  its
Applications to Model Specification in Econometrics." The Review of Economic Studies:
239-253.

• Buhai,  I.  Sebastion,  Portela,  Miguel,  Teulings,  Coen,  and  Aico  Van  Vuuren  (2014):
“Returns to Tenure or Seniority?,” Econometrica, 82, 705–730. 

2. Discrete Choice and Selection Models

• Topics:  Binary  dependent  variables,  multinomial  choice,  GEV  models,  censored
dependent variables, sample selection, exclusion restrictions in multi-equation models,
nonparametric  identification,  measurement  error  in  discrete  dependent  variables,
generalized residuals, empirical applications.

• CT: Chapters 14-16

• McFadden,  Daniel  (1981):  “Structural  Discrete  Probability  Models  Derived  from
Theories of Choice,” in Manski, C.F. and D.L. McFadden (eds), Structural Analysis of
Discrete Data with Econometric Applications, MIT Press, 1981. (Chapter 5)

• Heckman, James (1981): “Statistical Models for Discrete Panel Data,” in Manski, C.F.
and  D.L.  McFadden  (eds),  Structural  Analysis  of  Discrete  Data  with  Econometric
Applications, MIT Press, 1981. (Chapter 3) 
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• Heckman,  James  (1979):  "Sample  Selection  Bias  as  a  Specification  Error."
Econometrica: : 153-161.

• French,  Eric,  and  Christopher  Taber.  "Identification  of  models  of  the  labor  market."
Handbook of Labor Economics 4 (2011): 537-617.

• Arcidiacono, Peter (2005): “Affirmative Action in Higher Education: how do Admission
and Financial Aid Rules Affect Future Earnings?,” Econometrica, 73(5), 1477–1524. 

• Goldberg,  Pinelopi  (1995):  “Product  Differentiation  and  Oligopoly  in  International
Markets: The Case of the US Automobile Industry.” Econometrica 63 (4): 891–951.

• Berry,  Steven,  Levinsohn,  James,  and  Ariel  Pakes  (2004):  "Differentiated  Products
Demand Systems from a Combination of Micro and Macro Data: The New Car Market."
Journal of Political Economy 112, no. 1 68-105.

• Hausman, Jerry A., Jason Abrevaya, and Fiona M. Scott-Morton. "Misclassification of
the dependent variable in a discrete-response setting." Journal of Econometrics 87, no. 2
(1998): 239-269.

• Bound,  John,  Charles  Brown,  and Nancy Mathiowetz.  "Measurement  error  in  survey
data." Handbook of econometrics 5 (2001): 3705-3843.

• Checkovich, Tennille J., and Steven Stern. "Shared caregiving responsibilities of adult
siblings with elderly parents." Journal of Human Resources (2002): 441-478.

3. Simulation Methods

• Topics:  Simulating  integrals,  simulated  maximum likelihood,  multinomial  probit,  the
GHK algorithm, programming simulators,  simulated method of moments and indirect
inference, empirical applications.

• CT: Chapter 12

• Stern,  Steven (1997): “Simulation-based Estimation,” Journal  of Economic Literature,
35(4), 2006–2039. 

• Keane,  Michael  (1994):  "A Computationally  Practical  Simulation Estimator  for  Panel
Data." Econometrica: 95-116.

• Berry,  Steven  (1992):  "Estimation  of  a  Model  of  Entry  in  the  Airline  Industry."
Econometrica: 889-917.

• Sullivan, Paul, and Ted To (2014): "Search and Nonwage Job Characteristics." Journal of
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Human Resources 49, no. 2: 472-507.

• Altonji,  Joseph,  Smith,  Anthony,  and  Ivan  Vidangos  (2013):  “Modeling  Earnings
Dynamics,” Econometrica, 81(4), 1395–1454.

• Keane,  Michael  P.,  and  Robert  M.  Sauer.  "Classification  Error  in  Dynamic  Discrete
Choice Models: Implications for Female Labor Supply Behavior." Econometrica 77, no.
3 (2009): 975-991.

• Yamaguchi,  Shintaro.  "Job search,  bargaining,  and wage dynamics." Journal of Labor
Economics 28, no. 3 (2010): 595-631.

4. Dynamic Discrete Choice 

• Topics: Static vs. dynamic models, numerical dynamic programming, programming and
computational issues in model solution and estimation, interpolation methods, algorithms
for model solution, estimation by simulated maximum likelihood and simulated method
of moments,  identification of dynamic models, empirical applications.

• Keane, Michael, Todd, Petra, and Kenneth Wolpin (2011): “The Structural Estimation of
Behavioral Models: Discrete Choice Dynamic Programming Methods and Applications,”
Handbook of Labor Economics, eds. Card, David and Orley Ashenfelter.

• Aguirregabiria,  Victor,  and  Pedro  Mira  (2010):  “Dynamic  Discrete  Choice  Structural
Models: A Survey,” Journal of Econometrics, 156(1), 38–67. 

• Rust, John (1987): "Optimal replacement of GMC Bus Engines: An Empirical Model of
Harold Zurcher." Econometrica: 999-1033.

• Keane, Michael, and Kenneth Wolpin (1997): "The Career Decisions of Young Men."
Journal of Political Economy 105, no. 3: 473-522.

• Keane,  Michael  P.,  and Kenneth  I.  Wolpin.  "The  solution  and estimation  of  discrete
choice  dynamic  programming  models  by  simulation  and  interpolation:  Monte  Carlo
evidence." The Review of Economics and Statistics (1994): 648-672.

• Sullivan, Paul. "A Dynamic Analysis of Educational Attainment, Occupational Choices,
and Job Search." International Economic Review 51, no. 1 (2010): 289-317.

• Todd,  Petra  E.,  and  Kenneth  I.  Wolpin.  "Assessing  the  impact  of  a  school  subsidy
program in Mexico: Using a social experiment to validate a dynamic behavioral model of
child schooling and fertility." American Economic Review (2006): 1384-1417.

• Imai,  Susumu, and Michael P.  Keane.  "Intertemporal  labor  supply and human capital
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accumulation." International Economic Review 45, no. 2 (2004): 601-641.

• Olley, S. and A. Pakes (1996): The Dynamics of Productivity in the Telecommunications
Equipment Industry, Econometrica 64(4), 1263-97.

5. Structural Equilibrium Models

• Topics: Partial vs. equilibrium models, market clearing conditions, computational issues
in  solution  and  estimation,  policy  analysis  and  counterfactual  simulations,  strategic
interactions,  multiple  equilibria,  identification  and  estimation  of  dynamic  games,
empirical applications.

• Lee, Donghoon, and Kenneth I.  Wolpin (2006): "Intersectoral Labor Mobility and the
Growth of the Service Sector." Econometrica 74, no. 1: 1-46.

• Bontemps, Christian, Robin, Jean‐Marc, and Gerard Van den Berg (2000): "Equilibrium
Search with Continuous Productivity Dispersion: Theory and Nonparametric Estimation."
International Economic Review 41, no. 2: 305-358.

• Bagger,  Jesper, François Fontaine,  Fabien Postel-Vinay, and Jean-Marc Robin (2014):
"Tenure, Experience, Human Capital, and Wages: A Tractable Equilibrium Search Model
of Wage Dynamics." American Economic Review, 104(6): 1551-96.

• Sommer, Kamila, and Paul Sullivan (2014): "Implications of U.S. Tax Policy for House
Prices, Rents and Homeownership." Working Paper.

• Bresnahan,  Timothy,  and  P.  Reiss  (1991):  “Empirical  Models  of  Discrete  Games,”
Journal of Econometrics 48, 57-81 

• Bajari, P., L. Benkard, and J. Levin (2007): “Estimating Dynamic Models of Imperfect
Competition,” Econometrica 75(5), 1331-1370

• Ciliberto, F., and E. Tamer (2009): “Market Structure and Multiple Equilibria in Airline
Markets,” Econometrica, 77(6), 1791-1828
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Please Note 
Department Policies for 2014 – 2015

Remember  that  the  University  expects  all  students  to  take  responsibility  for  their  own
academic Programs.  Also remember to check your registration to make sure you are enrolled
in the correct courses.

1. Guidelines and policies for the Faculty of Social Science and the Department of Economics are
posted online in the current Western Academic Calendar at http://westerncalendar.uwo.ca.  

2. Students  must  familiarize  themselves  with  the  “Rules  of  Conduct  for  Examinations”
http://westerncalendar.uwo.ca/2014/pg136.html.

3. Cheating as an academic offence:  Students are responsible for understanding what it means
to  “cheat”.   The Department  of  Economics  treats  cheating  incidents  very  seriously  and  will
investigate any suspect behavior.  Students found guilty will incur penalties that could include a
failing grade or being barred from future registration in other economics courses or programs.
The  University  may  impose  further  penalties  such  as  a  notation  on  your  official  academic
transcript, suspension or expulsion.

4. Plagiarism:  Students must write their essays and assignments in their own words.  Whenever
students take an idea or a passage from another author, they must acknowledge it by using
quotation marks where appropriate and referencing with footnotes or citations.  Plagiarism is a
major academic office (see Scholastic Offence Policy in the current UWO Academic Calendar at
http://westerncalendar.uwo.ca/2014/pg113.html.

The University of Western Ontario uses software to check for plagiarism and students may be
required to submit their written work in electronic form.  Those found guilty will have penalties
imposed as noted in point 3.

5. It is Department of Economics policy that  NO assignments be dated, stamped or accepted by
staff.  Students are responsible for submitting assignments in class or to the instructor during
office hours.

6. When appealing a mark, students should refer to the University’s Procedures in the current UWO
Academic Calendar (http://westerncalendar.uwo.ca/2014/pg112.html). Please note the relevant
deadlines. 

The Department will not consider any appeal unless an attempt has been made to settle the
matter first with your instructor.  If after this discussion you remain dissatisfied with a grade or
other  decision,  you may  proceed  with  a  written  appeal  (e-mails  are  not  acceptable)  to  the
Undergraduate Director in Economics, stating the reasons for your appeal. A useful form
and  checklist  is  provided  at
(http://economics.uwo.ca/undergraduate/program_counselling/responsibilities_policies.html#app
eals).    

7. Systematic adjustments of a class grade distribution (either up or down) can occur in Economics
courses.   The fact that grades have been adjusted is not grounds for an appeal.

8. Note the following add and drop deadlines:
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Last day to add a full course or First term half course: Friday, September 12th, 2014

Last day to drop second term half course without academic penalty: Wednesday, November 
5th, 2014

9. Faculty of Social Science policy states that oversleeping or misreading an exam schedule is not
an  excuse  for  a  make-up.   This  rule  applies  to  all  mid-term  tests  and  final  exams  in  the
Department of Economics. 

Policy Regarding Makeup Tests and Final Examinations

Academic Accommodation will not be granted automatically on request.  You must demonstrate by
documentation  that  there  are compelling medical  or  compassionate  grounds  before  academic
accommodation will be considered.

If you decide to write a test or an examination, you must be prepared to accept the mark you earn.
Rewriting tests or examinations, or having the value of the test or examination reweighted on a
retroactive  basis,  is  not permitted.   Book  airline  flights  after  you  know the  dates  of  your  final
examinations.  Airline flights must not conflict with test or final exams.

If you are requesting a makeup test for a midterm or a final examination, unless medically incapable,
notify  your  instructor  by email  or  phone,  preferably  prior  to  the scheduled date of  the test,  but
definitely within 24 hours of the date of the test or exam.  Failure to follow this procedure may result
in  denial  of  a  request  for  academic  accommodation  or  result  in  a  grade  of  zero.  Set  up  an
appointment as soon as possible to meet personally  with your instructor.  If  the instructor  is  not
available,  you  may  send  an  email  message,  copying  the  Undergraduate  Coordinator  at
econugrd@uwo.ca  (Social Science Room 4075).  Notifying your instructor of a missed test or
exam does not automatically entitle you to a makeup test.  

Students who seek a makeup test or examination must provide medical or other relevant verification
that  their  absence  from  a  regularly  scheduled  test  or  examination  is  beyond  their  control.
Documentation  must  support  your  reasons.   Medical  documentation  should  be  given  to  the
Academic Counselling Office of your  home Faculty  as soon as possible (preferably within 24
hours of the test) if you know you may not be able to write your final examination on the scheduled
day and time. Failure to follow this procedure, or to provide supporting documentation, may result in
denial of a request for academic accommodation or result in a grade of zero. If your documentation
is not acceptable, you will be given a zero for the missed test.  

For  personal  illness,  if  you  consult  Student  Health  Services  regarding  your  illness  or  personal
problem, you should request a Student Medical Certificate from the physician. If you were seen by
an off-campus doctor, obtain a certificate from his/her office at the time of your visit. The off-campus
medical  certificate  form  must  be  used  and  can  be  found  at: 
http://www.uwo.ca/univsec/pdf/academic_policies/appeals/medicalform.pdf.  Notes  stating  "For  Medical
Reasons" are not considered sufficient.  

For any other circumstances, if you are not sure what documentation to provide, ask your Academic
Counselor.  If  your  documentation  is  judged  sufficient,  the  academic  counselor  will  issue  a
Recommendation for a Special Examination (a single form for midterms or a triple color form for final
examinations).  Once you  have  this  form,  contact  your  instructor  as  soon  as  possible  to  make
arrangements. Even if approved from your home faculty Academic Counsellor, there is no guarantee
that you will be allowed to write the makeup test and exam.
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For final examinations, you need permission from your home Faculty Counsellor, your instructor, and
the  Department  Undergraduate  Director.  Failure  to  follow  this  procedure  may  result  in  an
examination grade of zero.  You must ensure that the Special Examination form has been signed by
the instructor and Department Undergraduate Director and that the form is returned to the Academic
Counseling Office for approval without delay. Make-up final examinations, if permitted, will be written
within one month of the end of the exam period. 

Policies Regarding Academic Accommodation

Information about the Faculty of Social Science’s policies regarding academic accommodation is
found on its  website  at  http://counselling.ssc.uwo.ca/procedures/havingproblems.asp or  in  Social
Science Room 2105.  Your “Academic Rights and Responsibilities” are also outlined in the current
UWO Calendar at http://westerncalendar.uwo.ca/2014/pg111.html.  Claiming that “you didn’t know what
to do” is not an acceptable excuse for not following the stated procedures.

Policy Regarding Class Attendance

If your instructor views your class attendance as unsatisfactory, you can be prohibited from writing
the final examination.  If there is intent to make use of this University policy, you will be notified in
writing.

Statement on Mental Health and Support Services

If you or someone you know is experiencing emotional/mental distress, there are several resources
here  at  Western  to  assist  you.  Please  visit  http://www.uwo.ca/uwocom/mentalhealth/ for  more
information and a complete list of resources, as well as how to obtain help.
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