

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Tests of Hypotheses Arising in the Correlated Random Coefficient Model

	
    
        
            
            







    
    










    
    
    
    











			
                    IZA Discussion Paper No. 5205
 
        

    
	

	
	
		
		
			42 Pages
		
		

		Posted: 4 Oct 2010
		
		
		
	

	
		
			
			




	See all articles by James J. HeckmanJames J. Heckman
University of Chicago - Department of Economics; National Bureau of Economic Research (NBER); American Bar Foundation; Institute for the Study of Labor (IZA); CESifo (Center for Economic Studies and Ifo Institute)
Daniel Schmierer
University of Chicago - Department of Economics


		

	
	
	
	
	


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


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Tests of Hypotheses Arising in the Correlated Random Coefficient Model

								
							
							
							
								IZA Discussion Paper No. 5205
							

							
							
								
									Number of pages: 42
								
								
									Posted: 04 Oct 2010
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   52
							
						

					

					
					

					
						
							
						

						
							
								
									Tests of Hypotheses Arising in the Correlated Random Coefficient Model
									

								
							
							
							
								NBER Working Paper No. w16421
							

							
							
								
									Number of pages: 41
								
								
									Posted: 12 Oct 2010
								
								
									Last Revised: 15 May 2023
								
							

							
						

						
							
							Downloads
							   38
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper examines the correlated random coefficient model. It extends the analysis of Swamy (1971, 1974), who pioneered the uncorrelated random coefficient model in economics. We develop the properties of the correlated random coefficient model and derive a new representation of the variance of the instrumental variable estimator for that model. We develop tests of the validity of the correlated random coefficient model against the null hypothesis of the uncorrelated random coefficient model. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: correlated random coefficient models, instrumental variables

	
	

	
    

    
	

	
	
		JEL Classification: C31

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Heckman,  James J. and Schmierer,  Daniel, Tests of Hypotheses Arising in the Correlated Random Coefficient Model. IZA Discussion Paper No. 5205,  Available at SSRN: https://ssrn.com/abstract=1686496 or http://dx.doi.org/10.2139/ssrn.1686496 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						James J. Heckman (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Chicago - Department of Economics  ( email )

			

			
			
				
				
				
					1126 East 59th Street
Chicago, IL  60637
United States
773-702-0634 (Phone)
773-702-8490 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: American Bar Foundation]
				
			

			
				
				
					
				
					
					
					
				
			

			
				American Bar Foundation 

			

			
			
				
				
				
					750 N. Lake Shore Drive
Chicago, IL  60611
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Institute for the Study of Labor (IZA)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				Institute for the Study of Labor (IZA) 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Daniel Schmierer

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Chicago - Department of Economics  ( email )

			

			
			
				
				
				
					1126 East 59th Street
Chicago, IL  60637
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       52

			

		
		
		
			Abstract Views

			      770

		

		
		 
		
			Rank

			  514,216

		

		
	


	

	
		
			
				       33 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    IZA Institute of Labor Economics Discussion Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IZA Institute of Labor Economics Discussion Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            7,206

                                    

                                    
                                        PAPERS

                                           16,398

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Klaus F. Zimmermann at Global Labor Organization (GLO), Marco Caliendo at University of Potsdam

                                    

                                
                            

                        

                    

                
	
                    Econometrics: Econometric & Statistical Methods - General eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometrics: Econometric & Statistical Methods - General eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,558

                                    

                                    
                                        PAPERS

                                           12,016

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Philosophy & Methodology of Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Philosophy & Methodology of Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              372

                                    

                                    
                                        PAPERS

                                            4,444

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Kevin D. Hoover at Duke University - Departments of Economics and Philosophy

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Identification and Estimation of Local Average Treatment Effects

                        
                            By
                                
                                
                                    
                                    Joshua D. Angrist
                                     and 
                                
                                    
                                    Guido W. Imbens
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Human Capital Policy

                        
                            By
                                
                                
                                    
                                    Pedro Manuel Carneiro
                                     and 
                                
                                    
                                    James J. Heckman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Human Capital Policy

                        
                            By
                                
                                
                                    
                                    Pedro Manuel Carneiro
                                     and 
                                
                                    
                                    James J. Heckman
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Estimating the Return to Schooling: Progress on Some Persistent Econometric Problems

                            
                                By
                                    
                                    
                                        
                                        David Card
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Explaining Rising Wage Inequality: Explorations with a Dynamic General Equilibrium Model of Labor Earnings with Heterogeneous Agents

                            
                                By
                                    
                                    
                                        
                                        James J. Heckman, 
                                        
                                    
                                        
                                        Lance Lochner, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Life Cycle Schooling and Dynamic Selection Bias: Models and Evidence for Five Cohorts

                            
                                By
                                    
                                    
                                        
                                        Stephen V. Cameron
                                         and 
                                    
                                        
                                        James J. Heckman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Local Instrumental Variables

                            
                                By
                                    
                                    
                                        
                                        James J. Heckman
                                         and 
                                    
                                        
                                        Edward Vytlacil
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Policies to Foster Human Capital

                            
                                By
                                    
                                    
                                        
                                        James J. Heckman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Policies to Foster Human Capital

                            
                                By
                                    
                                    
                                        
                                        James J. Heckman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Earnings, Schooling, and Ability Revisited

                            
                                By
                                    
                                    
                                        
                                        David Card
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.124 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
