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Unit – I 

Simultaneous Equation Models – Simultaneous dependence of Economic Variables, 

Consequences of Simultaneous relations – Bias and Inconsistency of OLS estimators, 

Structural, Reduced form and Recursive models. 

Unit – II 

Problem of identification – The General Economic Model, Conditions for 

Identification (Rank and Order Conditions), Identification through Restriction, 

Identification and Multicollinarity.  

Unit – III 

Estimation of Simultaneous Equation Models – Indirect Least Square Method (ILS), 

Two Stage Least Square Methods (2 SLS), Derivation of ILS and 2 SLS Estimators, 

Equivalence between ILS and 2 SLS, The Method of Instrumental Variables (IV), 

Identification and Choice of Estimation Method. 

Unit – IV 

Dummy Explanatory Valuables – Testing Structural Stability of Regression Models, 

Comparing two Regressions and Seasonal Analysis, Regression with Dummy 

Dependent Variables and Models with Qualitative Dependent Variables – The LPM, 

Logit, Probit and Tobit Models. 

Unit – V 

Lagged Variables and Distributed Lag Models – Exogenous Lagged Variables and 

Koyck Model, Rationalisation of Koyck Model, Almon approach to Distributed lag 

Models, Endogenous Lagged Variables – The Adaptive Expectations and Partial 

Adjustment Model, Specification Bias. 
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