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INTRODUCTION

Econometrics  is  the
b r i d g e  b e t w e e n
economic  theory  and
real-world  data,  and
mastering its principles
i s  e s s e n t i a l  f o r
students,  researchers,
and  analysts .  The
c l a s s i c  t e x t b o o k
P r i n c i p l e s  o f
Econometrics,  4th
Edition  by  R.  Carter
Hill, William E. Griffiths,
a n d  G u a y  C .  L i m
remains a cornerstone

for  learning  applied
econometrics.  While
the  book  provides
rigorous  theoretical
exp lanat ions  and
numerous  examples,
its  true  power  comes
alive  when  students
combine  its  lessons
w i t h  a  p r a c t i c a l
software  tool.  Using
EViews for Principles
of Econometrics 4th
Edition  transforms
abstract  concepts  into
hands-on,  data-driven
skills  that  are  directly
t r a n s f e r a b l e  t o
academic  research,
policy  analysis,  and
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industry  applications.
EViews  –  short  for
Econometric Views – is
a  power fu l ,  use r -
friendly  statistical
package  designed
specifically  for  time
series, panel data, and
c r o s s - s e c t i o n a l
analysis.  Its  intuitive
interface,  bui l t - in
commands, and robust
output  make  it  the
perfect  companion  for
t h e  t e x t b o o k ’ s
exercises and projects.
In  th is  ar t ic le ,  we
e x p l o r e  h o w  t o
effectively use EViews
alongside  the  4th
edition,  covering  key
features,  step-by-step
workflows,  and
strategies that will help
you get the most out of
b o t h  r e s o u r c e s .
Whether  you  are  a
student  tackling  your
first  regression  or  a
professional  refreshing
your  skills,  this  guide
will provide you with a

c lear  roadmap  for
integrating EViews into
your  econometr ic
learning  journey.

WHY EVIEWS AND
PRINCIPLES OF
ECONOMETRICS
4TH EDITION ARE A
PERFECT PAIR

The  fourth  edition  of
P r i n c i p l e s  o f
Econometrics is known
for its clear exposition,
real-world  examples,
a n d  e m p h a s i s  o n
understanding  rather
than  memorization.
However, econometrics
is  fundamentally  an
applied discipline – you
cannot  truly  grasp
heteroskedast ic i ty ,
autocorrelation,  or
instrumental  variables
w i t h o u t  a c t u a l l y
running  regressions
a n d  i n t e r p r e t i n g
output. EViews fills this
gap  by  providing  an
environment  where
you  can  replicate  the
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textbook’s  examples,
modify  assumptions,
and see the immediate
impact on results.
One  of  the  greatest
advantages  of  using
EViews for Principles
of Econometrics 4th
E d i t i o n  i s  t h e
seamless  workflow  it
offers.  The  textbook’s
data  sets  are  widely
available  in  EViews
workfile  format  (.wf1)
or  can  be  imported
from  Excel,  CSV,  or
other sources. EViews’
command language (as
well  as  its  point-and-
click  menus)  allows
you  to  follow  along
with  every  chapter,
from simple descriptive
statistics  in  Chapter  2
to advanced topics like
p a n e l  d a t a  a n d
stochastic regressors in
l a t e r  c h a p t e r s .
Moreover ,  EViews
generates  publication-
r e a d y  t a b l e s  a n d
graphs,  helping  you

present  your  findings
professionally  –  a  skill
that  the  textbook
encourages throughout
its projects.

GETTING STARTED:
SETTING UP
EVIEWS WITH THE
TEXTBOOK

Installing
and
Loading
the Data
Sets
Before  div ing  into
analysis, you need the
data  files  that
accompany  Principles
of  Econometrics,  4th
Edit ion .  These  are
typically  available  on
t h e  t e x t b o o k ’ s
companion  website  or
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t h r o u g h  y o u r
institution.  Most  files
are provided in EViews
workfile  format  or  as
Excel spreadsheets. To
open  a  workfile  in
EViews,  simply  click
F i l e  >  O p e n  >
EViews  Workfile  and
n a v i g a t e  t o  t h e
appropriate  .wf1  file.  If
you  have  an  Excel  file,
use  File  >  Open  >
Foreign Data > Excel
and ensure you specify
the  correct  sheet  and
whether  the  first  row
conta ins  var iab le
names.
A  common  data  set
used early in the book
is  andy  (containing
da ta  on  f a s t  f ood
restaurant  sales),
wh ich  i s  i dea l  f o r
practicing simple linear
regress ion .  A f te r
loading  the  workfile,
you  will  see  a  list  of
series (variables) in the
workfile  window.  You
can  double-cl ick  a

se r ies  to  v iew  i t s
spreadsheet,  graph  it,
or  compute  summary
statistics  –  all  steps
that correspond to the
textbook’s  Chapter  2
exercises.

Navigatin
g the
EViews
Interface
EViews  may  seem
overwhelming  at  first
w i t h  i t s  m e n u s ,
toolbars,  and  object
panels,  but  you  can
q u i c k l y  b e c o m e
c o m f o r t a b l e  b y
focusing on a few key
areas:

Workfile
window: Shows
all open objects
(series,
equations,
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graphs). Right-
click any object
to rename, copy,
or delete.
Command
window:
Located at the
bottom of the
main window, it
allows you to
type commands
directly (e.g.,
genr ln_sales
= log(sales)).
This is
particularly
useful when you
want to
automate
repetitive tasks.
Menu bar:
Provides drop-
down menus for
Quick, Proc,
View, and other
operations. For
example, to run
a regression, go
to Quick >
Estimate
Equation.
Object view:

After creating an
equation, double-
click it to see its
output. You can
then use the
View menu to
perform various
diagnostics (e.g.,
residual tests,
stability tests).

The  textbook  itself
o f t en  re fe rences
EViews output directly,
s o  f a m i l i a r i z i n g
yourself  with  these
elements  will  make  it
much  easier  to  follow
the book’s step-by-step
guides.

KEY ECONOMETRIC
TECHNIQUES AND
HOW TO PERFORM
THEM IN EVIEWS

Simple
and
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Multiple
Linear
Regressio

n
I n  C h a p t e r  2  o f
P r i n c i p l e s  o f
Econometrics,  4th
Edition,  you  learn  the
basics  of  the  linear
regression  model.
Using EViews, you can
replicate  Example  2.3
(food expenditure) with
just a few clicks. After
loading  the  food  data
set ,  c l ick  Quick  >
Estimate  Equation.
In the dialog box, type
the dependent variable
first,  followed  by  a  list
o f  i n d e p e n d e n t
v a r i a b l e s  ( e . g . ,
f o o d _ e x p  c
income ) .  EV iews
automatically  includes
a  constant  term  (c)

unless  you  omit  it .
Click  OK,  and  EViews
displays  a  standard
OLS output  table  with
coefficient  estimates,
standard  errors,  t-
statistics,  p-values,  R-
squared,  and  the  F-
statistic.
O n e  o f  t h e  m o s t
powerful  features  for
students  is  the  ability
t o  p e r f o r m
hypothesis  tests
directly  f rom  the
equation  window.  For
e x a m p l e ,  t o  t e s t
whether  the  s lope
coefficient  is
significantly  different
from  zero,  you  can
c l i c k  V i e w  >
Coefficient
Diagnostics  >  Wald
Test  –  Coefficient
Restrictions  and
enter  C(2)=0  (where
C(2)  is  the  second
coefficient). The output
wi l l  show  the  test
statist ic  and  its  p-
va lue ,  exac t l y  as
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d e s c r i b e d  i n  t h e
textbook's  discussion
of  t-tests  and  F-tests.

Diagnosti
c Testing:
Heterosk
edasticity
and
Autocorre
lation
Chapters 8 and 9 of the
t e x t b o o k  c o v e r
v i o l a t i o n s  o f  t h e
classical  assumptions.
Using EViews, you can
e a s i l y  t e s t  f o r
heteroskedasticity with
the  Breusch-Pagan  or
Wh i te  t e s t .  A f t e r
e s t i m a t i n g  y o u r
regression, go to View
>  R e s i d u a l

D i a g n o s t i c s  >
Heteroskedasticity
Tests.  Select  the test
y o u  w a n t  ( e . g . ,
B r e u s c h - P a g a n -
Godfrey),  and  EViews
will  produce  the  test
statistic and p-value. If
heteroskedasticity  is
present,  you  can  re-
estimate  using  robust
standard  errors  by
c h e c k i n g  t h e
Heteroskedasticity
c o n s i s t e n t
coefficient
covariance  option  in
t h e  E q u a t i o n
Estimation  dialog.
For autocorrelation, as
discussed in Chapter 9,
use View > Residual
Diagnostics > Serial
Correlation  LM Test
to  apply  the  Breusch-
Godfrey  test.  EViews
also makes it  easy to
i n c l u d e  l a g g e d
dependent variables or
ARMA  terms  in  your
r e g r e s s i o n .  F o r
example,  to  estimate
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an  AR(1)  model,  add
ar(1)  to  the  list  of
independent  variables
when  estimating  the
e q u a t i o n .  T h e
textbook’s  examples
on  U.S.  inflation  and
macroeconomic  data
b e c o m e
straightforward  to
implement  with  these
tools.

Instrume
ntal
Variables
and Two-
Stage
Least
Squares

(2SLS)
Instrumental  variables
are introduced formally
in  Chapter  10.  Using
E V i e w s ,  y o u  c a n
estimate a 2SLS model
by  selecting  Quick  >
Estimate  Equation
and then changing the
estimation  method  to
TSLS  –  Two-Stage
L e a s t  S q u a r e s
(TSNLS). You will need
to specify both the list
o f  i n d e p e n d e n t
variables (including the
endogenous regressor)
a n d  t h e  l i s t  o f
instruments.  EViews
wi l l  automatical ly
perform the two stages
and  provide  correct
standard  errors.  The
textbook’s example on
wage  determination
and  education  is  a
perfect  candidate  to
practice this technique.
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Time
Series
Analysis:
Stationari
ty,
Cointegra
tion, and

ARIMA
Later  chapters  (11
through  14)  focus  on
t i m e  s e r i e s
econometrics.  EViews
is particularly strong in
this area. You can test
for unit roots using the
Augmented  Dickey-
Fuller test under View
> Unit Root Test. The
results  include  critical
values  and  p-values
that you can compare

with  the  textbook’s
t a b l e s .  F o r
cointegration,  EViews
offers  the  Engle-
Granger  and  Johansen
p r o c e d u r e s .  T h e
textbook’s  analysis  of
exchange  rates  or
interest  rates  comes
alive  when  you  run
t h e s e  t e s t s
interactively.
To estimate an ARIMA
model, go to Quick >
Estimate  Equation
a n d  e n t e r  y o u r
dependent  variable
along with MA and AR
terms (e.g., d(lny) c
a r ( 1 )  m a ( 1 ) ) .
EViews  displays  the
ARIMA  output  with  all
diagnostics,  making  it
easier  to  understand
the  textbook’s  Box-
Jenkins  methodology.

PRACTICAL TIPS
FOR USING EVIEWS
WITH THE
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TEXTBOOK

Create a
Workfile
for Each
Chapter
Organize  your  EViews
projects  by  chapter.
For example,  create a
workfile  named
Chapter2  and  import
the relevant data. This
not  only  keeps  your
work  t idy  but  a lso
allows  you  to  switch
between  different
exerc ises  without
confusion. You can also
create  subfo lders
within  the  workfile  to
s e p a r a t e  y o u r
equations  from  your
series.

Use the
Program
Editor for
Reproduc
ibility
O n e  o f  t h e  m o s t
valuable skills you can
develop  is  wr i t ing
EV iews  p rograms
(using the File > New
>  Program  window).
Instead  of  cl icking
menus repeatedly, you
can  script  your  entire
analysis – from loading
data to generating final
o u t p u t .  T h i s  i s
especially helpful when
you  need  to  replicate
the  same  analysis  for
different  variables  or
when  working  on  the
textbook’s  end-of-
chapter  problems that
a s k  y o u  t o  r e r u n
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regressions with minor
changes.  Programs
also  make  it  easy  to
annotate  your  code
w i t h  c o m m e n t s ,
h e l p i n g  y o u
understand  the  logic
behind  each  step.

Leverage
EViews’
Help and
Built-in
Examples
If  you get  stuck on a
specific  procedure,
E V i e w s  h a s  a n
extensive help system
(press F1 or click Help).
Many procedures in the
help  file  are  illustrated
with  examples  that
mimic  the  textbook’s
format.  Additionally,
t h e  t e x t b o o k ’ s
companion  website

often  provides  EViews
workfiles  that  already
conta in  the  exact
analysis  from  each
chapter. Loading these
files  and  studying  the
code  can  accelerate
y o u r  l e a r n i n g
tremendously.

COMMON
CHALLENGES AND
HOW TO
OVERCOME THEM

Understa
nding
EViews
Output
Notation
One  initial  hurdle  is
interpreting the output
table.  For  example,
E V i e w s  r e p o r t s
coefficients  with  the
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variable  name  (e.g.,
INCOME),  not with the
notation β  ̂used in the
textbook.  Also,  the
standard  errors  are
labeled  “Std.  Error”
and  t - s ta t s  as  “ t -
Statistic”.  Take  a  few
minutes  to  map  the
textbook’s  notation  to
EViews columns.  Once
you  do  that,  you  will
find  that  the  numbers
match  perfectly  with
those  in  the  textbook
examples, which builds
confidence.

Data
Import
Issues
Occasionally,  the  data
files  from  the
textbook’s  website
may be formatted in an
older version of EViews
or  as  Stata/Excel  files.
If  a  .wf1  file  does  not

open, try importing the
data from a CSV using
F i l e  >  I m p o r t  >
Import  from  file.
Ensure  that  dates  are
correctly recognized as
date  objects  when
working  with  t ime
series  –  otherwise,
EViews may treat date
variables  as  ordinary
series  and  produce
incorrect  results.  Use
t h e  P r o c  >
St ruc ture /Res i ze
Current  Page  to  set
the  workfile  structure
to  “Dated  –  regular
frequency” and specify
the  s ta r t  and  end
dates.

CONCLUSION

Using  EViews  for
P r i n c i p l e s  o f
Econometrics  4th
Edition  is  more  than
j u s t  a  m a t t e r  o f
convenience – it  is an
e s s e n t i a l  p a r t  o f
mastering the subject.
By combining the clear



Using Eviews For Principles Of Econometrics
4th Edition 13

13

theoretical  framework
of  the  textbook  with
t h e  h a n d s - o n
capabilities  of  EViews,
s t u d e n t s  a n d

practitioners develop a
deeper  intuition  for
econometric  methods
and gain practical skills


