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tion to the generalized method of moments estimation (3–30); Masao
Ogaki, GMM estimation techniques (31–62); Matthew J. Cushing and
Mary G. McGarvey, Covariance matrix estimation (63–95); Alastair
R. Hall, Hypothesis testing in models estimated by GMM (96–127);
Jan M. Podivinsky, Finite sample properties of GMM estimators and
tests (128–148); David Harris [David Harris 3], GMM estimation of
time series models (149–170); Frank Kleibergen, Reduced rank re-
gression using GMM (171–210); Seung C. Ahn and Peter Schmidt
[Peter Joseph Schmidt], Estimation of linear panel data models us-
ing GMM (211–247); Jorg Breitung and Michael Lechner, Alternative
GMM methods for nonlinear panel data models (248–274); Roman
Liesenfeld and Jorg Breitung, Simulation based method of moments
(275–300); J. S. Butler and Gabriel Picone, Logically inconsistent
limited dependent variables models (301–312).

The generalized method of moments (GMM) has had considerable
impact on the theory and practice of econometrics in recent years.
Though the basic idea of GMM can be traced back to the fifties, the
real potential of the method was felt in the early eighties, when the
seminal paper by L. P. Hansen on the asymptotic study of GMM was
published in Econometrica. GMM provides a very general framework
for statistical inference, as it encompasses many estimators of interest
in econometrics. This volume is self-contained, with contributions
from experts in the field, and provides an up-to-date presentation of
the theory of GMM estimation, as well as its use in empirical studies.
Though it is a combined effort by several authors, the editor has been
careful to maintain standardized notation, language exposition, and
depth of the chapters in order to present a coherent book. Most of the
work on GMM has been published in econometrics journals. There
seem to be very few or no contributions from statisticians to this area.

The first chapter of the volume, by Harris and Matyas, provides
an excellent introduction to the subject. The authors introduce the
methods of moments estimation, then generalize it and derive the
GMM estimation procedure. It also contains an analysis of its ele-
mentary properties. General estimation techniques using the method
of GMM are discussed in Chapter 2, by Ogaki. It covers applications
for stationary variables as well as nonstationary variables.
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Estimation of covariance matrix resulting from GMM is the focus
of the third chapter, by Cushing and McGarvey. Special attention is
paid to robust estimation methods. The wide range of applications
of these methods beyond GMM, including heteroskedastic autocorre-
lated error processes, is demonstrated. Finite-sample studies of these
estimators are also presented. Hypothesis testing is the topic for
Chapter 4, written by Hall. The chapter begins with a description of
the decomposition of the population moment condition into identify-
ing and overidentifying restrictions. The topic of testing non-nested
hypotheses is also covered in this chapter.

Monte Carlo simulation evidence of the finite-sample performance
of GMM techniques is reviewed in Chapter 5. This chapter, by
Podivinsky, reviews the finite-sample properties, with particular focus
on applications to inventory models, business cycle models, asset
pricing models, and stochastic volatility models.

GMM estimation of time series models, with particular emphasis
on autoregressive moving average models, is discussed by Harris in
Chapter 6. Estimation of autoregressive coefficients by instrumental
variables methods is the main focus.

Reduced (matrix) rank regression using GMM is the topic for
Chapter 7 by Kleibergen. The focus is on cointegration models, which
are essentially linear models with reduced (matrix) rank properties.
It is shown that GMM reduced rank regression amounts to the use of
two-stage least squares estimators.

Panel data contain repeated time series observations for a large
number of cross-sectional units. Use of regression methods for panel
data has become popular among economists. A systematic account
of GMM estimation of linear panel data models is provided by Ahn
and Schmidt in Chapter 8. GMM methods for nonlinear panel data
models are reviewed by Breitung and Lechner in Chapter 9. The
GMM approach is especially attractive for complex models used in
microeconometric applications, where popular nonlinear models are
combined with typical panel data features such as an error component
structure. Some new estimators are also suggested. Restrictions on
higher moments are also considered.

Monte Carlo simulation methods to compute an otherwise in-
tractable criterion function have received increased attention over
the last few years. This is the subject of Chapter 10, by Liesenfeld
and Breitung. The method of simulated moments and the indirect
inference estimator are also addressed. Selected practical issues con-
cerning the application of these estimators are also discussed.

The volume concludes with Chapter 11 by Butler and Picone. It
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combines the use of a selection rule to choose among alternative equi-
libria and standard GMM estimation theory to identify and estimate
simultaneous equations models of limited dependent variables.
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