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PREFACE

Econometric education is a lot like learning to fly a plane: you learn
more from actually doing it than you learn from reading about it.

Using Econometrics represents an innovative approach to the understand-
ing of elementary econometrics. It covers the topic of single-equation linear
regression analysis in an easily understandable format that emphasizes
real-world examples and exercises. As the subtitle A Practical Guide implies,
the book is aimed not only at beginning econometrics students but also at
regression users looking for a refresher and at experienced practitioners
who want a convenient reference.

What’s New in the Sixth Edition?

Using Econometrics has been praised as “one of the most important new texts
of the last 30 years.” We've revised the book in a way that retains the clarity
and practicality of previous editions and that recognizes that Econometrics
doesn't stand still.

The most exciting upgrades are:

1. Stata: We're delighted to offer small Stata 10 as an optional package for
our readers at a discounted price when packaged with a textbook. Stata
is growing rapidly in popularity among professional economists, so
students will be able to learn econometrics on the same program that
their professors are using for their own research. Purchasing the Stata
option will allow students to use small Stata 10 for six months at a cost
far below the price they'd otherwise pay.

2. Experimental and Panel Data: We've added a completely new chapter
on experimental and panel data. The chapter covers random assign-
ment experiments, natural experiments, difference in difference estima-
tors, the fixed effects model, and the random effects model.

3. PowerPoint Slides: For the first time, we offer a complete package
of downloadable PowerPoint slides for the text. These slides will
make it easy for instructors to individualize their own slide
packages and to mold their lecture presentations to the needs of their
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students. The PowerPoint slides and online Instructor’s Manual are
available for download at the Instructor’s Resource Center (www.
pearsonhighered.com/irc) on the catalog page for Using Econometrics.

. Expanded Help for Student Projects: We've substantially revised and

upgraded Chapter 11; its title now is “Running Your Own Regression
Project.” The chapter covers student research projects from top to bot-
tom, with hints on collecting data, making specification choices, and
writing up a final report.

. Exciting New Data Sets: We've added an average of two updated or

new data sets to each chapter, with many of the data sets coming from
recent articles in the economics literature. We've chosen topics that
will be of real interest to students, for example, “the prices of iPods
on eBay,” “predicting presidential elections,” “the impact of Manny
Ramirez on Dodger attendance,” “the impact of easy grading on
RateMyProfessors.com,” “attendance at Hollywood nightclubs,” “how pa-
tients choose a hospital,” and many more.

. Better Problem Sets: At the suggestion of a number of professors, we've

moved the answers to most of the text’s exercises from the back of the
book to the Instructor’s Manual. This change frees up many excellent
exercises to be used in problem sets that couldn’t previously be used
because the answers were in the text. Professors who want to make the
answers available to their students still can do so by downloading a par-
ticular answer and circulating it to their students. The Instructor’s Manual,
which is available online to all adopters, also includes lecture notes,
sample examinations, and an additional interactive regression learn-
ing exercise.

. EViews Upgrade: EViews 4.1 has been upgraded to EViews 6.0. This

means that the student version of EViews 6.0 that can be included with
each copy of this text is now much more powerful. The econometric
procedures have been updated and refined, and the software can han-
dle many more variables and observations than ever before.

. Expanded Web Site: The text's Web site has been modernized and

made easier to use. It now includes all the text's data sets, ready for
downloading, in EViews, Stata, ASCII, and Excel formats. The Web
site also includes advice on using the text and two additional inter-
active regression learning exercises. Why not take a look? Go to
www.pearsonhighered.com/studenmund.
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Features

1. Our approach to the learning of econometrics is simple, intuitive, and
easy to understand. We do not use matrix algebra, and we relegate
proofs and calculus to the footnotes or exercises.

2. We incdlude numerous examples and example-based exercises. We feel
that the best way to get a solid grasp of applied econometrics is through
an example-oriented approach.

3. Although most of this book is at a simpler level than other economet-
rics texts, Chapters 6 and 7 on specification choice are among the most
complete in the field. We think that an understanding of specification
issues is vital for regression users.

4. We use a unique kind of learning tool called an interactive regression
learning exercise to help students simulate econometric analysis by giv-
ing them feedback on various kinds of decisions without relying on
computer time or much instructor supervision.

5. We offer the student version of EViews 6.0 and small Stata 10 as
options with each copy of the text at an extremely low additional cost.
Although we use EViews and Stata to produce the regression results in
the book, Using Econometrics is not tied to EViews or Stata in any way,
so the text fits well with all standard regression programs.

The formal prerequisites for using this book are few. Readers are as-
sumed to have been exposed to some microeconomic and macroeconomic
theory, basic mathematical functions, and elementary statistics (even if they
have forgotten most if it). Students with little statistical background are
encouraged to begin their study of econometrics by reading Chapter 17,
“Statistical Principles.”

Because the prerequisites are few and the statistics material is self-contained,
Using Econometrics can be used not only in undergraduate courses but also in
MBA-level courses in quantitative methods. We also have been told that the
book is a helpful supplement for graduate-level econometrics courses.

The EViews and Stata Options

We're delighted to be able to offer our readers the chance to purchase the stu-
~ dent version of EViews 6.0 or small Stata 10 at discounted prices when bundled
with the textbook. EViews and Stata are two of the best econometric software
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programs available, so it’s a real advantage to be able to buy them at substan-
tial savings.

We urge professors to make these options available to their students even if
EViews or Stata aren't used in class. The advantages to students of owning
their own regression software are many. They can run regressions when they're
off-campus, they will add a marketable skill to their resume if they learn
EViews or Stata, and they’ll own a software package that will allow them to
run regressions after the class is over if they choose the EViews option.

CourseSmart

For Instructors

CourseSmart goes beyond traditional expectations providing instant, online
access to the textbooks and course materials you need at a lower cost to stu-
dents. And, even as students save money, you can save time and hassle with a
digital textbook that allows you to search the most relevant content at the very
moment you need it. Whether it's evaluating textbooks or creating lecture
notes to help students with difficult concepts, CourseSmart can make life a lit-
tle easier. See how when you visit www.coursesmart.com/instructors.

For Students

CourseSmart goes beyond traditional expectations, providing instant, online
access to the textbooks and course materials that students need at lower cost.
They can also search, highlight, and take notes anywhere at any time. See all
the benefits to students at www.coursesmart.com/students.
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@ What is Econometrics?

“Econometrics is too mathematical; it's the reason my best friend isn't
majoring in economics.”

“There are two things you are better off not watching in the making:
sausages and econometric estimates."’

“Econometrics may be defined as the quantitative analysis of actual eco-
nomic phenomena."?

“It's my experience that ‘economy-tricks’ is usually nothing more than a
justification of what the author believed before the research was begun.”

Obviously, econometrics means different things to different people. To
beginning students, it may seem as if econometrics is an overly complex
obstacle to an otherwise useful education. To skeptical observers, econo-
metric results should be trusted only when the steps that produced those

1. Ed Leamer, “Let’s take the Con out of Econometrics,” American Economic Review, Vol. 73,
No. 1, p. 37.

2. Paul A. Samuelson, T. C. Koopmans, and J. R. Stone, “Report of the Evaluative Committee for
Econometrica,” Econometrica, 1954, p. 141.



