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Pr(𝑌𝑖𝑡 = 1|𝑋𝑖𝑡−1, 𝐶𝑖) = 𝐹(𝑋𝑖𝑡−1𝛽 + 𝐶𝑖) = 𝑋𝑖𝑡−1𝛽 + 𝐶𝑖 + 𝜀𝑖𝑡

𝑌𝑖𝑡

𝑖 𝑡 𝑋𝑖𝑡−1

𝛽

𝐶𝑖 𝜀𝑖𝑡

𝐶𝑖 + 𝜀𝑖𝑡

𝐶𝑖

𝑋𝑖𝑡

𝑋𝑖𝑡 𝐶𝑖 𝐸(𝜀𝑖𝑡|𝑋𝑖𝑡, 𝐶𝑖)= 0 =

𝐶𝑖

𝛽

 



 

 

𝑋𝑖𝑡

𝑋𝑖̅ 𝐶𝑖 = 𝜔 + 𝑋𝑖̅𝛿 + 𝑎𝑖 𝑋𝑖̅ 𝑋𝑖𝑡 𝑖

𝑎𝑖 𝑋𝑖̅

𝑌𝑖𝑡 = 1

Pr(𝑌𝑖𝑡 = 1|𝑋𝑖𝑡, 𝐶𝑖) = Pr(𝑌𝑖𝑡 = 1|𝑋𝑖𝑡, 𝑋𝑖̅, 𝐶𝑖)

= 𝐹(𝑋𝑖𝑡𝛽 + 𝜔 + 𝑋𝑖̅𝛿 + 𝑎𝑖) = 𝑋𝑖𝑡𝛽 + 𝑋𝑖̅𝛿 + 𝑎𝑖 + 𝜀𝑖𝑡
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https://www8.gsb.columbia.edu/researcharchive/articles/196


 

 



 

 



 

 

https://www.imf.org/en/Publications/REO/SSA/Issues/2019/04/01/sreo0419
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