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SPECIFICATION AND ESTIMATION z % T\/
OF SIMULTANEOUS EQUATION MODELS i

JERRY A. HAUSMAN*
Massachusetts Institute of Technology

Contents
1. Introduction 392
2. Model specification 396
3. Identification 402
4. Estimation 408
4.1. Single equation estimation 408
4.2. System estimation 413
4.3. Reduced-form estimation 417
4.4. Maximum likelihood estimation 418
4.5. Estimation with covariance restrictions 426
4.6. Other considerations 428
5. Specification tests 430
6. Non-linear specifications 436
References 445

—
A
Statistical Science

2014, Vol. 29, No. 3, 323-358
DOL: 10.1214/14-STS480
© Institute of Mathematical Statistics, 2014

Instrumental Variables;
An Econometrician’s Perspective'

Guido W. Imbens

Abstract. 1 review recent work in the statistics literature on instrumental
variables methods from an econometrics perspective. I discuss some of the
older, economic, applications including supply and demand models and re-
late them to the recent applications in settings of randomized experiments
with noncompliance. I discuss the assumptions underlying instrumental vari-
ables methods and in what settings these may be plausible. By providing
context to the current applications, a better understanding of the applicability
of these methods may arise.

Key words and phrases: Simultaneous equations models, randomized ex-
periments, potential outcomes, noncompliance, selection models.
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