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Most of the books on econometrics con-
centrate on theory. This book offers a
blend of both econometric theory and
empirical applications. In this way read-
ers learn to use the methods in real life
problems. [The SSCI® indicates that this
book has been cited in more than 725
publications.]
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When | looked at the different
books on econometrics in the early
1970s, | found that they were con-
centrated on matrix manipulation
and that none went deeply into the
question of why we do what we do.
The limitations of the different pro-
cedures were not adequately dis-
cussed. 1 wrote this book with the
idea that the motivation behind the
different econometric  methods
should be explained in simple terms
without cluttering up the explana-
tion with a lot of algebra. That is
why the book is written in a style so
that the basic ideas are explained in
plain English, and the proofs and ai-
gebraic details are relegated to the
appendices.

Over the years practitioners in the
area of econometrics have found
the book of great value because of
the simplicity of exposition. On the
other hand, many graduate students
also found the appendices very use-
ful because the results were all
proved in a concise notation. An-
other novel feature of the book was

that it was the first book in econo-
metrics that had copious quotations
from recent journal articles. Since
then, other books on econometrics
have copied this style.

Econometrics has changed in char-
acter in the 1980s. With advances in
computer technology, estimation of
almost any specified model is feasi-
ble. Thus, devising simpler estima-
tion methods, which was the main
concern during the 1960s and
1970s, lost its appeal. The concern
nowadays is not how to estimate a
given model, but how to judge
whether you have a good model and
whether the assumptions on which
the model is based are valid or not.
Tests for misspecification and diag-
nostic checking have become the
center of attention. This is why I
included a chapter on diagnostic
checking, model selection, and
specification testing in my latest
book.? Again, this is the first book at
the introductory level that deals
with these problems.

Econometrics has now advanced
to a stage where it is not possible to
cover all the topics in one book.
That is why there are now mono-
graphs on each topic. | myself wrote
one,2 but there are several pub-
lished by the Cambridge University
Press and Oxford University Press.
In addition, there is a three-volume
handbook3 that surveys recent work
in several areas, and more volumes
are forthcoming. Given this enor-
mous growth in the field during the
past decade, | gave up any hope of
revising my book. A whole new
book needs to be written with the
same basic approach.
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