Two-Period Panel Data Analysis
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Two-Period Panel Data Analysis (cont.)

@ Suppose
yit = Bo +00d2¢ + Pixit + ai + uir
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Two-Period Panel Data Analysis (cont.)

e Estimating /31

e
Yit = Bo + 00d2¢ + Pixit + aj + uj

o Pooling the two years and performing OLS : mMQAy m ot- be
e One solution: d’f_'cfemce Umbia seJ ':f’
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Two-Period Panel Data Analysis (cont.)

@ Two years S
Yi2 = (Bo + do) + Bixiz + ai + ui2

yi1 = Po + Pixin + ai + ujin

g

@ Subtracting &

Yi2 — yit = 0o + B1 (X2 — xj1) +?'2 — Ui
o The first-differenced equation f( : Fi'r - d'/Far W\C‘d
estimebtoy

Ay; = oo + B1AX; + Au;
o Example

Acrime; = dg + S1Aunem; + Au;
Aprod; = o + P1Aexpo; + Au;
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Two-Period Panel Data Analysis (cont.)
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Two-Period Panel Data Analysis (cont.) ;o
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