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Robust test for spatial lag model
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Abstract Taking advantage of a GMM estimation of spatial error coefficients, a modified Bera and Yoon
robust test for spatial dependence between spatial lag variables is proposed. This method not only avoids
the heavy computation of the maximum likelihood estimation but also overcomes the limits of Bera and
Yoon when the spatial correlation in errors is large. Moreover, the method is superior to spatial dependence

tests fully based on GMM estimations. The Monte Carlo simulations verify these theoretical results.
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£ 1 LBRG%ITRL Size
A
L5234
0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9
N =49
LM, 0.056 0.055 0.056 0.053 0.041 0.049 0.056 0.053 0.051 0.054
LMY 0.069 0.055 0.057 0.061 0.064 0.076 0.083 0.078 0.125 0.139
LM} 0.069 0.051 0.058 0.048 0.071 0.088 0.091 0.102 0.171 0.183
LME 0.064 0.047 0.058 0.048 0.052 0.057 0.049 0.060 0.065 0.060
N =281
LM, 0.048 0.050 0.055 0.056 0.054 0.052 0.047 0.051 0.046 0.055
MM 0.062 0.054 0.048 0.054 0.066 0.072 0.078 0.093 0.093 0.134
LMF 0.064 0.060 0.054 0.059 0.072 0.084 0.086 0.137 0.155 0.189
LME 0.061 0.054 0.051 0.053 0.054 0.056 0.048 0.052 0.056 0.047
N =121
LM, 0.054 0.051 0.050 0.047 0.045 0.051 0.048 0.054 0.046 0.047
LMM 0.056 0.049 0.049 0.053 0.058 0.062 0.072 0.079 0.081 0.123
LMF 0.051 0.049 0.054 0.077 0.079 0.073 0.108 0.136 0.150 0.199
LME 0.048 0.052 0.054 0.057 0.051 0.052 0.056 0.055 0.056 0.045

¥ 7E 5% MBEHKET, mREHIKECY 1000 &, #EARRREES 0.007, MNAEFXEA [0.043,0.057].
& 2 £B5%ITESN Power

i p
0 0.1 0.2 0.3 04 05 06 0.7 0.8 0.9
N =49
LM, 02 0667 0657 0641 0636 0635 0.632 0630 0.628 0620 0.615
04 0979 0.98 0.981 0982 0.980 0.975 0.981 0977 0981 0.977
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
LMM 02 0728 0698 0660 059 0556 0.527 0491 0411 0.386 0.373
04 0990 0979 0.980 0.961 0936 0.926 0.861 0.790 0.696 0.624
0.6 1.000 1.000 1.000 0.996 0.987 0.983 0.971 0.944 0.859 0.772
0.8 1.000 1.000 1.000 1.000 1.000 0.993 0.981 0.952 0.907 0.838
LME 02 0731 0701 0696 0621 0595 0.576 0.551 0.484 0.442 0.402
0.4 0.994 0986 0.985 0975 0.963 0.948 0.907 0.868 0.749 0.642
06 1.000 1.000 1.000 1.000 1.000 0.995 0.980 0.970 0.893 0.789
0.8 1.000 1.000 1.000 1.000 1.000 0.997 1.000 0.974 0.936 0.845
LME 02 0702 0681 0674 0668 0661 0.653 0.650 0634 0.628 0.622
0.4 0985 0985 0.991 00983 0.984 0.981 0.979 0974 0972 0.965
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.995 0.977
0.8 1.000 1.000 1.000 1.000 1.000 0.994 0.983 0972 0958 0.930
N =281
LM, 02 0878 0873 0871 0.856 0.856 0.843 0.839 0.823 0.814 0.811
0.4 1.000 1.000 1.000 1.000 1.000 0.997 1.000 1.000 1.000 1.000
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
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0 0.1 0.2 03 04 05 06 07 08 0.9
LMM 02 0891 0876 0821 0811 0750 0.674 0.594 0.461 0.406 0.372
0.4 1000 1.000 0.996 0.995 0994 0.976 0.941 0.881 0.773 0.631
0.6 1000 1.000 1.000 1.000 1.000 1.000 0991 0.977 0.905 0.794
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.993 0.957 0.862
LMEF 02 0897 0896 0844 0861 0809 0774 0701 0.617 0.547 0.442
0.4 1000 1.000 1.000 0.997 1.000 0.996 0.978 0.950 0.857 0.734
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.992 0.955 0.843
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.983 0.883
LME 02 0882 0874 0872 0.862 0856 0842 0839 0827 0819 0814
0.4 1000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.996
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.989
0.8 1000 1.000 1.000 1.000 1.000 0.994 0.991 0985 0.969 0.952

N=121
LM, 02 0963 0961 0958 0950 0.949 0.948 00945 0.944 0.940 0.930
04 1000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
0.6 1000 1.000 1.000 1.000 1000 1.000 1.000 1.000 1.000 1.000
0.8 1000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
LMM 02 0973 0968 0955 0939 0871 0808 0720 0.569 0441 0.395
0.4 1000 1000 1.000 1.000 1.000 1.000 0.987 0.933 0.819 0.628
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.990 0.949 0.825
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.997 0.971 0.911
LMF 02 0976 0978 0970 0958 0924 0890 0.867 0.776 0.666 0.535
0.4 1000 1.000 1.000 1.000 1.000 1.000 1.000 0.988 0.944 0.813
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0984 0.923
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.993 0.932
LME 02 0972 0967 0972 0969 0956 0954 0948 0942 0931 0928
0.4 1000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
0.6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
0.8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 0.995 0.980
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