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Measurement Error Overview

Problem: Do not perfectly observe a variable

Representation: X̃ = X + e

Classical Measurement Assumpton: e ≥ N(0, ‡2
e )
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Measurement Error and Regression

Measurement error in the outcome: Ỹ = Y + e

Measurement error in the treatment: X̃ = X + e
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Measurement Error Practice

True or False?
If measurement error in a dependent variable has zero mean
and is uncorrelated with the independent variables, the OLS
estimator will be unbiased.

If measurement error in an observed independent variable is
uncorrelated with the corresponding (unobserved) true
variable, the OLS estimator is unbiased.
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