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/***Generate Inverse Mills Ratio 000000000/

set obs 100

gen ¢ = 4*(50-_n)/100

gen PHIc = norm(c)

gen phic = normden(c)

gen lamdac = phic/(1-PHIc)

summarize

/*Graph of Mills ratio and cdf and density 0O 1*/

graph twoway (scatter lamdac c, ¢(1) msize(vtiny) clstyle(pl) clwidth(medthick))
/¥

*/ (scatter PHIc ¢, ¢(1) msize(vtiny) clstyle(p3) clwidth(medthick)) /*

*/ (scatter phic ¢, ¢(1) msize(vtiny) clstyle(p2) clwidth(medthick)), /*

*/ scale (1.2) plotregion(style(none)) /*

title(” Inverse Mills Ratio as Cutoff Varies”)

*/ xtitle(” Cutoff point ¢”, size(medlarge)) xscale(titlegap(*5)) /*
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ytitle(”Inverse Mills, pdf and cdf”, size(medlarge)) yscale(titlegap(*5))

*/ legend(pos(11) ring(0) col(1)) legend(size(small)) /*

*/ legend( label(1 ”Inverse Mills ratio”) label(2 ”NJ[0,1] Cumulative df”)
label(3 ”"N[0,1] Density”))

graph save ”"mills.gph”, replace

0000 Mroz0 198700 00000000000 O0O0OO0OOOOOODOO
ogood 200000000

use MROZ.DTA, clear

set more off

/*** limited depemdemt vatiable O O ***/

reg inlf nwifeinc educ exper expersq age kidslt6 kidsge6

ovtest

hettest

logit inlf nwifeinc educ exper expersq age kidslt6 kidsge6

probit inlf nwifeinc educ exper expersq age kidslt6 kidsge6

dprobit inlf nwifeinc educ exper expersq age kidslt6 kidsge6

J¥F% Tobit O 0%/

tobit hours nwifeinc educ exper expersq age kidslt6 kidsge6, 11
reg hours nwifeinc educ exper expersq age kidslt6 kidsge6
ovtest

hettest

/*** Heckman’s selection bias model 0O O ***/

reg lwage educ exper expersq

heckman lwage educ exper expersq, select(nwifeinc age kidslt6 kidsge6)
mills(mymills)

heckman lwage educ exper expersq, twostep select(nwifeinc age kidslt6
kidsge6) rhosigma

heckman lwage educ exper expersq, twostep select(inlf = nwifeinc age
kidslt6 kidsge6) rhosigma

heckman lwage educ exper expersq, twostep select(hours = nwifeinc age
kidslt6 kidsge6) rhosigma

goodd

1] DO00002005)0 0000000000000
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gobgz2o0igobooboobomuooobon
Amemiya, T.(1985) Advanced Econometrics, Harvard University Press.

Cameron, A.C. and Trivedi, P.K.(2005) Microeconometrics: Methods
and Applications, Cambridge University Press.

Goldberger, A.S.(1964) Econometric Theory, Wiley.

Gronau, R.(1973) “The Effects of Children on the Housewife’s Value
of Time”, Journal of Political Economy, 81(2-2), S.168-S.199.

Gronau, R.(1974) “Wage Comparisons-A Selectivity Bias”, Journal of
Political Economy, 82(6), pp.1119-1144.

Heckman, J.J.O 1974) “Shadow Prices, Market Wages, and Labor Sup-
ply”, Econometrica, 42(4), pp.679-694.

Heckman, J.J.(1979) “Sample Selection as a Specification Erro O 7,
Econometrica, 47(1). pp.153-161.

Maddala, G.S.(1983) Limited-Dependent and Qualitative Variables in

Economics, Cambridge University Press.

Mroz, T.A.(1987) “The Sensitivity of an Empirical Model of married
Women’s Hours of Work to Economic and Statistical Assumptions”,
Econometrica, 55(4), pp.765-799.

Tobin, J.(1958) “Estimation of Relationships for Limited Dependent
Variables”, Econometrica, 26. pp.24-36.

Winkelmann, Rainer and Boes, Stefan.(2006) Analysis of Microdata,
Springer.

Wooldridge, jeffrey. M.(2003a) Introductory Econometrics, Thomson.

Wooldridge, Jeffrey. M.(2003b) Econometric Analysis of Cross Section
and Panel Data, The MIT Press



®1 ZHEHEBH/KICETIOCY . TOEY A, F—Ev k, OLS #5%E

Dependent Variable: inlf Dependent Variable: hours
Explanatory Logit Probit dProbit Tobit OLS
Variables Coefficient z—value Coefficient z—value dF/dx z—value | Coefficient z-value  Coefficient z-value

nwifeinc -0.021 -2.53 -0.012 -2.48 -0.005 -2.48 -8.814 -1.98 -3.447 -1.35
educ 0.221 5.09 0.131 5.18 0.051 5.18 80.646 3.74 28.761 2.22
exper 0.206 6.42 0.123 6.59 0.048 6.59 | 131.564 7.61 65.673 6.59
expersq -0.003 -3.10 —-0.002 -3.15 -0.001 -3.15 -1.864 -3.47 -0.700 -2.16
age -0.088 -6.04 —0.053 -6.23 -0.021 -6.23 | -54.405 -7.33 -30.512 -6.99
kidslt6 -1.443 -7.09 —-0.868 -7.33 -0.339 -7.33 [—-894.022 -7.99 -442.090 -7.51
kidsge6 0.060 0.80 0.036 0.83 0.014 0.83 | -16.218 -0.42 -32.779 -1.41
_cons 0.425 0.49 0.270 0.53 - - [ 965.305 2.16 1330.482 4.91
Number of obs 753 753 753 753 753
LR chi2(7) 226.22 22714 22714 271.590
Pseude R2 0.220 0.221 0.221 0.034
Adj R2 0.259
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Dependent Variable OoLS Heckit
Explanatory Variables | Coefficient  t-value  Coefficient  z-value
Iwage
educ 0.107 7.6 0.108 7.57
exper 0.042 3.15 0.041 3.13
expersq —-0.001 -2.06 —-0.001 -2.03
cons -0.522 -2.63 _ -0.509 -2.41
selection: inlf
nwifeinc -0.011 -2.64
age —-0.040 -5.46
kidslIt6 -0.824 -7.42
kidsge6 -0.070 -1.77
_cons 2.403 6.65
millsEt
lambda -0.027 -0.18
rho —0.041
sigma 0.664
Number of obs 428 753
Adj R2 0.151
Wald chi2(3) 78.82
Prob>chi2 0.000

=

&
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Inverse Mills ratio
N[0,1] Cumulative df
N[0,1] Density
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il : Cameron and Trivedi (2005) Figure 16.2. p.540



