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Truncation and Censoring

Censoring: outcome value is only partially known

Truncation: observations for which outcome value is outside a
range is not recorded
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Censored regression model

Let yi be left censored by ci

Observe wi = max(yi , ci)

yi = —xi + ui , ui ≥ N(0, ‡2)

Estimate using (—, ‡) use MLE
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Truncated regression model

Data (xi , yi) only observed when yi Æ ci

yi = —xi + ui , ui ≥ N(0, ‡2), only for yi Æ ci

Likelihood will use truncated distribution f (yi |xi , yi Æ ci)
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Sample Selection

Consider a population {(xi , yi)}N
i=1

Let si be a indicator for the selected sample

OLS on selected sample unbiased if selection is random

OLS can be biased when sample non-random
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