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Assignment 4 
From the given data set (Assignment 4.dta): 
1. Estimate model (1) using Panel Least Squares estimation method and PGLS assuming 
Heteroskedasticity, and test whether there exists Heteroskedasticity problem.
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According to LR-Chi2 test = 619.86 with the p-value of 0.0000 which is less than 0.05, 

we reject the null hypothesis of no heteroscedasticity. Therefore, there exists significant 
heteroscedasticity problem. 
 
2. Estimate the above three models including Panel Least Squares model, Fixed effects model, 
and Random-effects model. Perform fixed effects tests and random effects test, also state null 
hypothesis of the tests. Then, determine the most appropriated model. Also, give explanation of 
the choosing criterion (perform the tests), and make interpretation of the estimated models.
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According to the fixed effects test, there is significant fixed effect. And to find which 

model is more appropriate using the Hausman test, Chi2 = 190.39 with the p-value of 0.0000 
which is less than 0.05, we reject the null hypothesis of the test. Hence, the fixed effects model 
is more appropriate than the random effect model. 


