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 Data are the raw material from which econometric analysis is constructed. Just as a 
building is no stronger than the wood or steel used in its framework, an econometric study is 
only as reliable as the data used in its analysis. 
 Many econometricians over the years have written about problems with data. One of the 
most comprehensive and comprehensible is a chapter that noted econometrician Zvi 
Griliches wrote for the third volume of Elsevier’s Handbook of Econometrics back in 1986. 
Obviously much has changed in the world of data and econometrics in the last 30 years, but 
many of the points that Griliches made are still relevant today, and some are even more 
important. 
 This document uses extensive quotes from Griliches’s chapter to highlight some 
important issues that every practitioner of econometrics should consider. You are 
encouraged to read the full chapter if you want more details; I’ve tried to give his summaries 
and introductions to the most important issues while leaving out the formal mathematical 
analysis and examples. Apologies for the imperfections in the scans and screen shots! 
 
1. Who collects our data and why? 
 Economists sometimes collect their own data from experiments or surveys, but most 
econometric analysis relies on “found data,” often from government sources. Were those 
data collectors trying to measure the same concept that economists want to measure? 
 
From page 1466: 

 
 
From page 1467: 



 
 
2. Matching the data to the model 
 We develop a theoretical model using variables that express a very specific theoretical 
concept. Can we even imagine how we would ask survey questions that would measure that 
concept? Should we tailor the theoretical/econometric model to the available data, try to get 
the ideal data for the best theoretical model, or simply make do with what’s available and 
pretend that the data match the theory? 
 
From pp. 1468–69 

 

 
 



From page 1469 

 
 
3. How should we begin to consider the characteristics and “quality” of economic data? 
 What do we mean by “good data”? Can we make such an assessment without reference 
to the specific use that is being contemplated? 
 
From page 1470: 

 
 
From page 1472 (talking about some data problems in the previous pages): 



 
 
4. Are variables measured in the same way for all observations in the sample? 
 If the data span a considerable time period, have there been changes in the thing being 
measured or the method used to measure it during that period? If the data span a large 
geographic region, are the definitions and collection methods reliably the same for all 
observations? 
 
From page 1474: 



 
 
5. Missing observations and incomplete data 
 Almost all data sets have observations for which some or all variables are missing. Not 
everyone responds to surveys and those who do may not answer every question. How can 
econometricians cope with these issues? 
 
From pp. 1485–86: 

 

 
 
 The related problem of missing/omitted variables is one that econometricians have 
studied a lot, but given the limitations of the data have rarely been able satisfactorily to solve. 
 
From pp. 1495–96: 



  
 
7. Where does this leave the econometrician? 
 
From page 1507: 

 
 
 


