Beginning at the End

Tuesday, April 10, 2012
12:59 PM

This lecture is entitled "whatever you're doing with panel data, you're doing it wrong"
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Of the many problems that can exist in panel data, we will discuss:
* Spatial correlation of the errors
* Contemporaneous correlation of the errors
* Autocorrelation of the errors
¢ Unit heterogeneity _‘F
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Spatial Correlation
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Contemporaneous Correlation
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Panel-Corrected Standard Errors
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Uses the idea behind the Huber-White Heteroskedasticity-Consistent VCV matrix, but applying
these ideas to the error structure implied by simultaneous spatial and contemporaneous
correlation
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Autocorrelation
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AC Corrections
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LDV model:

PCSEs with AR(1) Correction:
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Unit Heterogeneity
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Fixed Effects
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Fancy name for "put in a lot of unit dummy variables"

((j — XEF + Po( + o
t
" fx\xuk e.H;evfsn = MW:J yamdes
@ O X u\/\ml’) ?U" m N dupori€s
@} WML okt w\- i N-T dugmeles

+ His wedd & BLUE {lw o 6P v it
— s i 1 Mﬁm% \auﬁ%t-

9 - Panel Data Page 10



T ety o “V‘WJ(

— Alew o& T e QW‘M‘W“V‘j o\
Ao L\);\SVL'\\V\ wnkg AUMNJ& JMonUS
WN k cot\sw \AI X aund 4{;01"0/\3?3
harmed .

_ -\3[ X s {;\ﬁe;l, Mugt J«OQ\A

— g N—‘?OU’/F & Wat  Copsisiend -

’D -~ 00 . —MS ‘\\5 '\'\A{ Co— cOkLLJ
\ :
Wnadaug\ QMM’\US’ ?\AAO\JUM

9 - Panel Data Page 11



Random Effects
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Add assumptions about the distribution of unit effects...
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