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5.5 Yitzhaki Weights as a Version of Theil
Weights (1950)

e Another intuition behind the Yitzhaki weights (Yitzhaki,
1989).

e Sample Size I (finite sample)

o Take Case P(Z) = J(Z) (propensity score is the instru-
ment).
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e Recall the Theil (1950) formula for OLS
Y=XB+e E(]|X)=0

e (LS is weighted average of all pairwise OLS slopes.

b Zasma X X)) ¥
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e Form pairwise slopes (Theil)
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Weights are obviously positive on each bj; it X; # X

Yitzhaki orders the X and produces a pairwise represen-
tation of OLS

X1 < Xy < -+ < X7 (neglect ties)

Concomitants Y7,...,Y;
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e Slopes for ordered data
Yi—Yiq

b =
X — Xi

1[X, # X, 4]

e Substitute into formula for OLS and collect terms on
the bz

d N —i
BoLs = sz'wz' Wi = ( N > 2
i=1

Ox
e (N —1)/N is proportion of X bigger than z;
e Obviously weights are positive.

e They place more weight on the center of the distribution
of the X.
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