

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	A Monte Carlo Study of Growth Regressions

	
    
        
            
            







    
    










    
    
    
    











			
                    NBER Working Paper No. t0296
 
        

    
	

	
	
		
		
			53 Pages
		
		

		Posted: 27 Jan 2004
		
			Last revised: 24 Apr 2023
		
		
	

	
		
			
			




	See all articles by William R. HaukWilliam R. Hauk
Independent
Romain T. Wacziarg
UCLA Anderson School of Management; National Bureau of Economic Research (NBER)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									A Monte Carlo Study of Growth Regressions
									

								
							
							
							
								Stanford University Graduate School of Business Research Paper No. 1831 (RI)
							

							
							
								
									Number of pages: 61
								
								
									Posted: 28 Jun 2007
								
								
							

							
						

						
							
							Downloads
							   89
							
						

					

					
					

					
						
							
						

						
							
								
									A Monte Carlo Study of Growth Regressions

								
							
							
							
								NBER Working Paper No. t0296
							

							
							
								
									Number of pages: 53
								
								
									Posted: 27 Jan 2004
								
								
									Last Revised: 24 Apr 2023
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   47
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: January 2004

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Using Monte Carlo simulations, this paper evaluates the bias properties of common estimators used in growth regressions derived from the Solow model. We explicitly allow for measurement error in the right-hand side variables, as well as country-specific effects that are correlated with the regressors. Our results suggest that using an OLS estimator applied to a single cross-section of variables averaged over time (the between estimator) performs best in terms of the extent of bias on each of the estimated coefficients. The fixed-effects estimator and the Arellano-Bond estimator greatly overstate the speed of convergence under a wide variety of assumptions concerning the type and extent of measurement error, while between understates it somewhat. Finally, fixed effects and Arellano-Bond bias towards zero the slope estimates on the human and physical capital accumulation variables. 
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