
This lecture is entitled "whatever you're doing with panel data, you're doing it wrong"

Spatial correlation of the errors•

Contemporaneous correlation of the errors•

Autocorrelation of the errors•

Unit heterogeneity•

Of the many problems that can exist in panel data, we will discuss:
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What it is:

Consequences

Spatial Correlation
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What it is:

Consequences:

Contemporaneous Correlation
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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

Properties of this VCV:

Panel-Corrected Standard Errors
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Estimation:

Note: CONSISTENT, not unbiased!
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What it is:

Consequences:

Autocorrelation
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LDV model:

PCSEs with AR(1) Correction:

AC Corrections
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What it is:

Consequences:

Unit Heterogeneity
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Fancy name for "put in a lot of unit dummy variables"

Advantages and Disadvantages:

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

...if the assumptions are true, estimates are efficient!

Random Effects
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Advantages and disadvantages
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