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Preliminaries

 Difference-in-differences model

Data: KIELMC.csvDID effect of building an incinerator on house prices.
NOTE: Please read about DID models before attempting these commands. 

Script Editor Deriving DID for after =0 and after =1 among treated and control units

Regression in after period (after building the incinerator)

Regression in before period (before building the incinerator)

Difference-in-differences effect
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Prices for houses near the incinerator were $11,864 lower than
prices for houses far from the incinerator, after
the incinerator was built.

Script Editor Deriving DID for treated =0 and treated =1 among units before and after

Running this will give the same value for DID effect (-11863.9) in the console.

Instead of manually exploring DID as shown above, the same can be done altogether at once
using a comprehensive DID regression which includes treated (dummy), after(dummy), and
after*treated(interaction) as variables. DID effect is the coefficient on after*treated anbd
will be the same as calculated above.

Script Editor



Panel Data Models| R programming language

Console

More Panel Data Models: Preliminaries

Example: Effect of training grants on firm scrap rate.
 Panel data where fcode is the cross sectional dimension and year is the time series
dimension

Script Editor

Data: JTRAIN.csv

<------ Drop missing observations for dependent variable
<------ Keep the variables needed

<------ Number of observations by year

{------ Overall variations

{------ Between variations

{------ Within variations

<------ Number of observations by fcode
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Pooled OLS, between, and first differences estimator
Script Editor
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Fixed effects within estimator
Script Editor
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Dummy variables regression

Script Editor

factor(fcode) creates one dummy variable for each fcode. Results will be similar to
fixed effects estimator shown above.

Random effects estimator
Script Editor

Console
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Hausman test for fixed versus random effects

Script Editor

 The Hausman test is used to decide whether to use fixed effects or random effects.
 H0: FE coefficients are not significantly different from the RE coefficients
 Ha: FE coefficients are significantly different from the RE coefficients
 If the Hausman test statistic is insignificant, use RE estimator because it is
efficient
 If the Hausman test statistic is significant, use FE estimator because it is
consistent

Console
Summary of both models have already been showcased before. Hence, only  Hausman test displayed here.


