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Truncation and Censoring
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Censored regression model . ohserved
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e Estimate using (5, 0) use MLE

L)\OJ( (5,6)) = Z o(Bsi, ) = MLE e Buug, buie
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Truncated regression model b Not 'CQ
Population L\ S
< o
ﬂ ' .'.,"f, B obsaried
Y s Sarglo
e Data (xj, y;) only observed when y; < ¢; = By 0 f
R b X orly pboseried whn 4i << '
g A e
sArp ® yi = Bx; + uj, u ~ N(0,52), only for y; < ¢;
b il e e, ) = Uiy
b wot Frimcated " ax! ¢ Y,

o Likelihood will use truncated distribution f(y;|x;, yi < ¢;)
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Sample Selection

o Consider a population {(x;, y;)} ¥,

@ Let s; be a indicator for the selected sample
c.- L& 0,9 08 1 e sample

g O, f‘[—‘ ()(;ILJ;X is not in gG’V\P\Q,

@ OLS on selected sample unbiased if selection is random - le . v. l.c.El¢lsX
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