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Problem 1.
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Our case applies if we put µ = 0.

.

(b) Yi =
½

Xiβ + εi, a < Xiβ + εi < b
0 otherwise

εi ∼ N (0, σ2)
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Method 1: MLE
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Method 2: NLSPn
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Method 3: WNLS
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Method 4: Heckman Two-Step Procedure
1)Estimate Probit of Di on Xi and get a first estimate γ0 of β0/σ0.

2)Assuming that σ0 = 1 compute λi = λ (Xi) =
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and estimate β1 and σ1 by OLS of Yi on Xi and λi.
3)Using estimates recursively repeat step 2 untill convergence.
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