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Chapter 0. Introduction

I Presentation
I Motivation
I Organization
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Myself

All the class slides available through that page



Dynamic Panel Data : Intro 2016-17

Master mention “Risque et Environnement”

http://risques-environnement.universite-lyon.fr

http://risques-environnement.universite-lyon.fr
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Panel Data

I = repeated observations on the same cross section
I

With possible attrition

I
Other terms : longitudinal data and repeated measures

I This course : data from a short panel :
I

Large cross section of individuals observed for a few time

periods

I
Time series issues will be examined

I
Rather than a long panel such as a small cross section of

countries observed for many time periods

I
Those are not developped as researcher focus then on

time-series
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Advantage of panel data : Unobserved Heterogeneity

I Unobserved heterogeneity : e.g. omitted variables
I

LS becomes inconsistent

I
Might be corrected by instrumental variables methods

I
But instruments are hard to come by

I Consistent LS estimation is possible in a Panel Data setting
I

unobserved individual-specific effects

I
“alternative” to IV

I
unobserved individual-specific effects must be additive and

time-invariant
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Example

Single period
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Example

Several periods : panel data may lead to reversed conclusions



Dynamic Panel Data : Intro 2016-17

Course Content & Motivation

Advantage of Dynamic Panel Data

1. Learning more about the dynamics of individual behavior
I

For ex. a cross section may yield a poverty rate of 20%

I
Is it the same 20% every year ?

2. If it is : Panel data may determine whether high serial
(=across time) correlation of individual earnings is due to

I
an individual-specific tendency to have low earnings

I
unobserved (time-invariant) heterogeneity

I
a consequence of past low earnings

I
“true” serial correlation



Dynamic Panel Data : Intro 2016-17

Course Content & Motivation

Chapter Contents

I Ch 1 : Reminder on linear non-dynamic panel data regression
I

Key results for linear panel data regressions

I Ch 2 : Extensions for Endogenous regressors
I

Dynamic panels which allow for Markovian (“previous period”)

dependence structure of current variables

I
Analysis in Generalized Method of Moments GMM framework

I The sequel would be Ch3 : Unit root issues
I

But there is no time

I Persistent themes
I

Fixed effects and random effects models

I
Importance of panel-robust inference
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Course

I 3 theory periods incl. this one
I Evaluation is 100% research-based

I
Reporting on a dynamic panel regression

I
+ details further

I References
I

Cameron, A.C. & P.K. Trivedi, Microeconometrics,

Cambridge, 2005, 2006

I
Arellano, M. and Bond, S., 1991. Some tests of specification
for panel data. The review of economic studies, 58(2),

pp.277-297.

I
D. Rothman, How to do xtabond2, Stata Journal 2009

I
Wooldridge, J. Econometric Analysis of Cross Section and
Panel Data, MIT Press, 2001
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Econometrics package

I available on U Lyon 2 computers
I It is useful to attend the class with your computer

I
With installed

I User-developped package xtabond2
I

Install it on your machine

I
Use findit xtabond2 in the command windows

I We need the Arellano-Bond data set
I

Use webuse abdata

I
downloads a abdata.dta file
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Paper Content

I The paper plan is
I

Present your data properly

I
Present some theory to explain why you suspect a specific

relation

I
Present the estimator

I
Why is your estimator better than others ?

I
Why is it consistent/efficient ?

I
Present the results

I
Present the shortcomings and avenues for research

I
No introduction, no conclusion

I Can be original work
I

Provided you already have some of the data

I
May be on the same topic as your dissertation
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Data sources
I World bank open data

I
http://beta.data.worldbank.org/indicator

I
By country of the world, since 1960

I
Many countries / years unavailable

I Select one indicator you are interested in
I

How ? you know about it, you have found a paper,...

I
We are interested in explaining its behavior

I
Regressors proceeds from the same database

I Data must be handed in with the report
I

In a separate file in the format of the software you used

I
Must be documented in an annex of the report

I
In particular, precise definition and collection method

I
Documentation is on the World bank site - just paste it in the

data file

I examples and datasets
I

http://www.stata.com/links/examples-and-datasets/
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Example : Forest Cover
I World bank data @

I
data.worldbank.org/indicator/AG.LND.FRST.K2?page=4

I
This is forest cover - not deforestation

I In search for Environmental Kuznetz Curves EKC
I

For the world or regions or countries

I Larger levels of per capita income associated with gradually
lower levels of pollutants

yt = �0 + �1GDPht + �2GDPh
2
t + �xt + ✏t
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Report Evaluation

2 Data documentation & presentation, incl graphics
2 Economic model construction & documentation
3 Econometrics quality : correct models (2), advanced stuff for +1
2 Presentation & dicussion of econometrics results, incl graphics (no paste)
1 Proper identification of issues after analysis (no issue =0)
1 Professional report format

- 2 if missing Code (command sequence) in annex of report
-2 if missing Data in a separate file, format
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Report Format

I Click on GUIDELINES
I Individual report, in English

I
No longer than 10 pages of text

I
+ front matter, bibliography and annexes

I
the shorter the better

I
Report format will be evaluated

I Only pdf format sent by mail to polome@gate.cnrs.fr
I

Mail subject: Report M2 Panel

I / Plagiarism detection tool

I
Do you understand what plagiarism is ?

I
You may “quote”

I
Until 27th Feb.

I
Report name YourName.pdf

I
Non-compliance =) penalties

http://www.gate.cnrs.fr/perso/polome/GuidelinesReportsEctx.xhtml
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