1) Sub-reporte

2) Ecuación de Contaminación como solución del problema de programación dinámica del empresario
3) IMM y DCA por separado
	Variable Name
	Description
	Definition
	Units
	Source

	As it appears in the regression
	Complete name 
	Complete meaning of the variable
	Dummy, number, kg/m3, etc
	IMM, DINAMA,

SEINCO


ESTOS NUMEROS PUEDEN IR EN UN CUADRO!!

- “Spearman” correlation coefficients between key variables: pollution for plant characteristics, enforcement activities for plant characteristics, enforcement activities and compliance

2. Econometric Issues

Problems:

1. Normality of error terms. Test (Jarque-Bera statistic)

2. Correlation between explanatory “production function” variables, such as level of production and employment. Include Correlation Matrix. If “highly correlated” correlated I can try to estimate separate equations including one correlated variable at a time. That is, in the example above, one for production and one for employment. 

Estimation steps:

1. Test for functional form. 
MV tested for any contemporaneous effect of inspections on BOD conducting a Haussman specification test. As a consequence they used only past inspections in their equation starting with t-1

2. Test for normality of errors.

3. Test for the exogeneity of current inspections. Hausman (MV) or Wald (LR) test
a. If endogenous, 

i. estimate an “inspection equations” in which inspections are functions of past inspections (expected negative effect),  and other exogenous variables  

ii. Gray and Sadbegian (2000) proved with another solution: lagging inspections. (Also MV) But they say that both alternative solutions (instrumental variable estimation and lagging estimations) could not correct entirely the endogeneity of inspections. “For lagging, is there is serial correlation between the enforcement and compliance decisions”. For the instrumental variable, if the explanatory variables used in the first inspection equation is not completely exogenous. They finally estimated an inspection equation with exogenous variables. 

iii. With discrete dependent variable another solution is to estimate an ordered logit or a multinomial probit with “change in compliance” as a three-possible-values dependent variable.

4. Testing for Under-reporting

a. One easy way to do it is to conduct an “paired difference of mean test” as LR using the mean of BOD reported and the mean of BOD measured by the IMM in inspections or BOD measured by SEINCO

b. Helland used a detection controlled estimation (DCE) as suggested by Feinstein (1990) to estimate a self-reporting equation. but in order to do it he assumed that (1) when no violations are present, plants do not self/report. In other words, plants only reports violations; and (2) Plants that receive an inspection do not need to self-report.

