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Arellano and Bond’s Contributions to Econometrics

MENG Yong GUOQO Pengwei

(Shanxi University of Finance and Economics, Shanxi, China)

Abstract: Arellano and Bond are influential scholars in the field of econometrics. They were named the “Citation
Laureate” in Economics by Clarivate Analytics for their research on panel data models, especially the setting of dynamic panel
data models and the estimation of parameter. They unify the parameter estimation methods proposed in the previous
literature, put forward the famous Arellano-Bond estimator and develop strict tests for the setting of panel data models
under the framework of generalized method of moments. This framework can build tool variables to the setting condi-
tions of the model itself, make full use of the instrumental variable information through model transformation and
solve the endogenous problem of the panel data model. More importantly, by constraining the initial condition genera-
tion process, the authors also propose a system generalized method of moments based on the first-order difference gen-
eralized method of moment, addressing the problem of weak instrumental variables. At the same time, they propose a
generalized method of moments that suggests orthogonal deviation conversion of the original model should be done be-
fore setting the instrumental variable, which reduces the amount of calculation and improves the efficiency of parame-
ter estimation. Finally, Arellano and Bond extend the generalized method of moments to various specifications of panel
data models, paving the way for the extensive use of panel data models and causal inference methods.
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