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ABSTRACT

In this paper, a generalized difference-based estimator is introduced
for the vector parameter 8 in partially linear model when the errors
are correlated. A generalized-difference-based almost unbiased
two-parameter estimator is defined for the vector parameter S.
Under the linear stochastic constraint r = RS + e, we introduce a
new generalized-difference-based weighted mixed almost unbiased
two-parameter estimator. The performance of this new estimator over
the generalized-difference-based estimator and generalized- difference-
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based almost unbiased two-parameter estimator in terms of the MSEM
criterion is investigated. The efficiency properties of the new estimator
is illustrated by a simulation study. Finally, the performance of the new
estimator is evaluated for a real dataset.
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1. Introduction

Partially linear models have received considerable attention in statistics and econometrics.
They have a wide range of applications. In these models, some of the relations are believed to
be of certain parametric form, while others are not easily parameterized. Consider the par-
tially linear model

yi=xp+ f(w)+e, i=12,...,n (1)
where x; = (xj1, Xi2, . .., Xip) is a vector of explanatory variables, 8 = (81, B2, ..., B,) is
an unknown p-dimensional parameter vector, the u; are known and non random in some
bounded domain D C R, f(.) is an unknown smooth function, and ¢;'s are independent and
identically distributed random errors with E(g;) = 0, Var(e;) = 0%, and are independent of
(x;, u;). We shall call f(u) the smooth part of the model and assume that it represents a

smooth unparametrized functional relationship. The u’s have bounded support, say the unit
interval, and have been rearranged so that u; < u, < --- < u,,.
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The goal is to estimate the unknown parameter vector 8 and non parametric function f{u)
from the data {y;, x;, 4;}. In vector/matrix notation, the model (1) is written as

y=XB+ f+e (2)

wherey = (y1, ..., y0)s X=1[x1,....x0, f=(u),..., fu)), e=C(e1,...,&n)"

Partially linear regression models are more flexible than the standard linear regression
models, since they combine both parametric and non parametric components when it is
believed that the response variable y depends on variable Xin a linear way but is non linearly
related to other independent variable U.

In model (2), Yatchew’s method does not require an estimator of the function f{.) and
are often called difference-based estimation procedure, provided that f{(.) is differentiable and
the u;’s are closely spaced, it is possible to remove the effect of the function f{.) by differencing
the data appropriately (Yatchew 2003).

In regression analysis, researchers often encounter the problem of multicollinearity. In
case of multicollinearity, we know that the correlation matrix might have one or more small
eigenvalues which causes the estimates of the regression coeflicients to be large in absolute
value. The least squares estimator performs poorly in the presence of multicollinearity. Mul-
ticollinearity is defined as the existence of nearly linear dependency among column vectors of
the design matrix X in the linear model y = X8 + ¢. The existence of multicollinearity may
lead to wide confidence intervals for the individual parameters or linear combination of the
parameters and may produce estimates with wrong signs. Condition number is a measure of
the presence of multicollinearity. If X'X is ill conditioned with a large condition number, ridge
regression estimator (Hoerl and Kennard 1970) can be used to estimate .

To apply shrinkage estimators is well known as an efficient remedial measure in order to
solve problems caused by multicollinearity. We assume that the condition number of the para-
metric component is large indicating that a biased estimation procedure is desirable. Its para-
metric part has the same structural form as the classical methods.

Akdeniz and Tabakan (2009) introduced a ridge estimator for the vector of parametersin a
partially linear regression model when additional linear restrictions on the parameter vector
are assumed to hold. A difference-based ridge regression estimator of regression parameters
in the partial linear model is given in Tabakan and Akdeniz (2010). The difference-based
estimation procedure is optimal in the sense that the estimator of the linear component
is asymptotically efficient and asymptotically minimax rate optimal for the partial linear
model. (Wang, Brown, and Cai 2011). Arumairajan and Wijekoon (2014) proposed stochas-
tic restricted ordinary ridge estimator. Arashi et al. (2015) considered the estimation of
the restricted ridge regression parameter in singular models. Arashi and Valizadeh (2015)
proposed several estimators for estimating the biasing parameter in the study of partial linear
models in the presence of multicollinearity. Generalized-difference-based estimator is intro-
duced for the vector parameter § in the semiparametric regression model when the errors are
correlated, by Akdeniz et al. (2015). Wu (2016) proposed a difference-based almost unbiased
Liu estimator for the vector of B in partial linear model. Roozbeh (2015) obtained the
necessary and sufficient conditions for the superiority of the shrinkage ridge type estimator
over its counterpart in the semiparametric regression model when the errors are dependent
and some non stochastic linear restrictions are imposed under a multicollinearity setting.

In this paper, a generalized-difference-based restricted estimator is introduced for the vec-
tor parameter B in partially linear model when the errors are correlated. A generalized-
difference-based ridge estimator is defined for the vector parameter S. Under the linear
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stochastic constraint7 = RS + e, we introduced a new generalized-difference-based weighted
mixed almost unbiased two-parameter estimator.

2. Difference-based estimator

In this section, we use a difference-based technique to estimate the linear regression coefficient
vector 8. This technique has been used to remove the non parametric component in partially
linear model by various authors (e.g., Yatchew 1997, 2003 and Klipple and Eubank 2007).
Consider the following partially linear model

y=XB+ f+e¢ (3)

Yatchew (1997) suggested estimating B on the basis of the mth order differencing
equation

Zdjyk*j: Zdek,j ,3+ Zdjf(uk,j) + Zdj&'k,j y k=m+l,...,n
j=0 j=0 j=0 =0

(4)
Nowletd = (dy, d, ..., dn) bea(m+ 1) vector, where m is the order of differencing and
do, dy, ..., dy are differencing weights that minimize ming, 4,8 = > |, (Z;"z_ol didiy;)?

satisfying the conditions:
Y di=0 and Y df=1 (5)
j=0 j=0

Let us define the (n — m) x n differencing matrix D whose elements satisfy Equation (5)
as

rdy & & . . . dy, O 0 O . . . 0 07
0 d d d . . . dy, 0 0 0 . . . 0
D =
o 0 0 . . . d d d . . . d, 0
00 0 . . . 0 0 d d . . . dyy dy]

The goal of this step is to eliminate the effect of the non parametric component f(.). Apply-
ing the differencing matrix to model (3) permits direct estimation of the parametric effect.
As a result of developments in Roozbeh, Arashi, and Niroumand (2011), it is known that
the parameter vector 8 in Equation (3) can be estimated with parametric efficiency. We now
show the difference-based estimators that can be used for this purpose. Since the data have
been reordered 0 < u; < u, < --- < u, <1 so that the values of the non parametric vari-
able(s) are close, the application of the differencing matrix D in model (3) removes the non
parametric effect in large samples (Yatchew 2003). If f{.) is an unknown function that is the
inferential object and has a bounded first derivative, then Df(.) is close to 0, so that applying
the differencing matrix we have

Dy = DXB + Df + De (6)
which is approximately equal to DX + De, or
XB+¢ (7)

12

y
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where y = Dy, X = DX, and § = De. The role of the constraints (5) is now evident (Yatchew
2003 p. 57, Klipple and Eubank 2007). Yatchew (2003) defines a simple differencing estima-
tor of the parameter § in the semiparametric regression model. Thus, standard linear model
considerations suggest estimating 8 by

Ba = [(DX)(DX)] ™ (DX)'(Dy) (8)

This estimator was first proposed in Yatchew (2003). Thus, differencing allows one to per-
form inferences on B as if there were no non parametric component f{(.) in model (7) (see
Yatchew 1997).

3. Partially linear models with correlated errors
In this section, we consider the following partially linear model
y=Xp+f+e

with E(¢) = 0, and E(e€’) = 02V. So, § = De is a (n — m)vector of disturbances distributed
with

E(§) =0 and E(§¢') =o’DVD = c*V) 9)

where Vp = DVD' # I,_,, is a known (n — m) x (n — m) symmetric positive definite (p.d.)
matrix and 62 > 0 is an unknown parameter (see Roozbeh, Arashi, and Niroumand 2011). It
is well known that adopting the linear model (7), the unbiased estimator of g is the following
generalized-difference-based estimator (GDE) given by

. . Nl
;@ﬁ%XWW)xWW (10)

It is observed from Equation (10) that the properties of the GDE of 8 depends on the
characteristics of the information matrix G = X'V 'X.

IfG:p x p, p << n — m matrix is ill-conditioned with a large condition number, then the
Bope produces large sampling variances. Moreover, some regression coeflicients may be statis-
tically insignificant, and meaningful statistical inference becomes difficult for the researcher.
We assume that the condition number of the G matrix is large indicating that a biased esti-
mation procedure is desirable.

4. Weighted mixed regression and estimation of parameters

The use of prior information in linear regression analysis is well known to provide more effi-
cient estimators of regression coeflicients. The available prior information sometimes can be
expressed in the form of exact, stochastic, or inequality restrictions.

We consider model (7):

J=XB+E &~ (0,0°DVD) = (0,0°Vp) (11)

When a set of stochastic linear constraints binding the regression coefficients in a linear
regression model is available, Theil and Goldberger (1961) have proposed the method of
mixed regression estimation. Their method typically assumes that the prior information in
the form of stochastic linear constraints and sample information in the form of observations
on the study variable and explanatory variables are equally important and therefore receive
equal weights in the estimation procedure.



COMMUNICATIONS IN STATISTICS—THEORY AND METHODS ’ 12263

Totally, we do not have exact prior information such as R = r, involving estimation of eco-
nomic relations, industrial structures, production planning, etc. Therefore, stochastic uncer-
tainty occurs in specifying linear programming due to economic and financial studies.

In addition to sample model (11), it is supposed that a set of stochastic linear constraints
binding the regression coefficients is available in the form of independent prior information:

r=RB+e e~ (0,0°W) (12)

where R is a g X p known matrix with rank (R) = ¢, and e is a g x 1 vector of disturbances.
Wis assumed to be known and positive definite, the g x 1 vector r can be interpreted as a
random variable with expectation E(r) = RB. Therefore the restriction in Equation (12) does
not hold exactly but in the mean and we assume r to be known, that is to be a realized value of
the random vector, so that all expectations are conditional on r as, for example, E( B |r)(Rao,
Toutenburg, and Shalab 2008). In order to take the information in Equation (12) into account
while constructing estimators B for B, we require that E(R/§|r) = r (see Toutenburg et al.
2003).

In model (12), we have assumed the structure of the dispersion matrix of e, E(ee’) = o*W,
that is, with the same factor of proportionality o2 as occurred in the sample model. Therefore,
it may some times be more realistic to suppose that E(ee’) = W. It is also assumed that the
random vector ¢ is stochastically independent of e.

When the sample information given by Equation (11) and prior information is described
by Equation (12) are to be assigned not necessarily equal weights on the basis of some extra-
neous considerations in the estimation of regression parameters, Schaftrin and Toutenburg
(1990) have proposed the method of weighted mixed regression estimation. Following their
technique, we obtain the generalized-difference-based weighted mixed estimator of 8.

In order to incorporate the restrictions in Equation (12) in the estimation of parameters,
we minimize

G —XB)Vy' (5 —XB) + w(r — RBYW™'(r — RB) (13)

with respect to 8. This leads to the following solution for j:
Bepwae (@) = B(@) = (G+wRW'R)™! (X/Vglf + a)R/Wflf) (14)

where w is a non stochastic and non negative scalar weight with 0 < w <1 (v = 0 would
lead to ,éGDE). It is seen that a value of w between 0 and 1 specifies an estimator in which the
prior information receives less weight in comparison with the sample information. On the
other hand, a value of w greater than 1 implies higher weight to the prior information which,
of course, may be of little practical interest. Since

(G+wRW 'Ry ' =G ' —wG 'R(W + wRG'R)'RG™! (15)
we have
Bopwae (@) = Bopr + @G 'R'(W + wRG™'R)) ™! (r — RBcpr) (16)
which is called generalized-difference-based weighted mixed estimator (GDWME).
If we substitute @ = 1 in Equation (14) , we get
Bavve = (G +RW R (X35 + RW'r) (17)

which is the generalized-difference-based mixed estimator (GDME). The ordinary mixed esti-
mator was proposed by Theil and Golberger (1961). This estimator gives equal weight to sam-
ple and prior information.
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Generalized ridge estimator proposed by Hoerl and Kennard (1970) is defined as
R - - -1 _
Beore (k) = (X/VD‘lX + kI) V55
= (GH+KD'X'Vy'y = G X'V 'y
= (I +kG™") ™ Bape = TiPopr (18)

where Gy = G+ kI, Ty = G, 'G = GG, .
Akdeniz and Erol (2003) discussed the almost unbiased ridge regression estimator (AURE),
which is given as follows:

Bavre (k) = (I—-kS.?) Bors (19)
where Sy = X'X + kI, ﬁOLS = (X'X)"'X’y. Similarly, we define the generalized-difference-
based almost unbiased ridge estimator (GDAURE) as follows:

Bopaure (k) = (I-KG.?) Bape.- (20)

Li and Yang (2010) proposed the stochastic mixed ridge estimator, Liu, Yang, and Wu
(2013) introduced the weighted mixed almost unbiased ridge estimator based on the weighted
mixed estimator. Liu et al. (2014) considered two kinds of weighted mixed almost unbi-
ased estimators in a linear stochastic restricted regression model. Substituting BGDE with
ﬁGDAURE(k) in BGDWME (w), we describe a generalized-difference-based weighted mixed almost
unbiased ridge estimator (GDWMAURE), as follows:

Since

(W4 wRG'R)'=W' —wW 'R(G+ wRW'R)'RW™! (21)
and
wG'R(W + wRG'R)"'r = wG'R [W*l — wW'R(G + wR’G*lR)’lR’W*I] ,
=[G — wG'RW'R(G + wR’W*lR)‘l] oRW'r

—[6G'—G ' {(G+wRW'R)—G}(G+ wR’W*lR)‘l]

x oR'W™r
—l¢'-g [1 — GG+ wR/W_lR)_l]] WRW™'r
= (G+wRW R 'wRW'r (22)

Using the equalities in Equations (20) and (22), we have
Beowmaure (@, k) = Bopaure (k) + oG 'R (W + @RG™'R) ™! (r — RBgpaure (k)

= (1= G;?) fope + 0GR (W + wRG™R)™ (r = R (I = ©G;?) fane )

— (G+ wRW'R)™! [(1 — KRG XV + wR/W_lr] (23)
In fact, from the definition of ,BGDWM AURE (w, k) we can see that ,BGDWMAURE (w, k) is general

estimator, and which includes the ﬂGDE, ,BGDME, ,BGDAURE(k) and ﬂGDWME (w) as special cases.
Namely,

if k=0,0=0, then Bepwmaure(0,0) = Bope (24)
if k=0 andw = 1, then B\GDWMAURE (a) =1, k= 0) = B\GDME (25)

ifw= 0, then BGDWMAURE(Q) = 0, k) = G71 (I — kZGI:Z)X/VD_Iy,
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Observing that G™! and (I — kZG,Zz) are commutative, we have

Bav(w = 0,k) == (I — K*G;?) G'X'Vy'5 = (I — ¥ G;?) Bove = Bopavre(k)  (26)

if k=0, then Bau(w, k = 0) = (G + @R W 'R)"! [X’V,;l)? + a)R’W"r]

= BGDWME (w), (27)

Following, Ozkale and Kagiranlar (2007) and Wu and Yang (2013), we may define the
generalized-difference-based almost unbiased two-parameter estimator (GDAUTPE) in semi-
parametric partial linear models as follows:

R - - 27 .
Bepauree (k, d) = |:1 — K1 - d)2<X/V51X + kl) ] BapE (28)

The bias vector and MSE matrix of ,éGDAUTpE(k, d) can be obtained as
by = Bias(Bopavres (k. d) = —K*(1 = d)*(G+ k) B = —(I — Gua)*B
and
MSEM (Bgpaures (k. d)) = Cov(Bepaures (k, d)) + by b/
= 0°GG Gy + biby (29)

where Gy = I — k*(1 — d)*G2.
Bopautee (k, d) is a generalization of the generalized-difference-based almost unbiased ridge

estimator (GDAURE) and the generalized-difference-based almost unbiased Liu estimator
(GDAULE):

whend =0,  then Bopauree(k, d = 0) = (I-KGg?) Bape = Bopaure (k) (30)
whenk =1, then IB\GDAUTPE(k =1d)=UI-(1-d)*G+ I)_Z),éGDE = ﬁGDAULE(d)
(31)

A modified two-parameter estimator is introduced for the vector of parameters in the linear
regression model in Dorugade (2014).

5. Mean squared error matrix comparisons of estimators

In this section, we compare the underlying estimators. For the convenience of the following
discussions, we give some lemmas here.

Lemma 1 (Farebrother 1976). Let A be a positive definite matrix, namely A > 0, and let a be
some vector, then A — aa’ > 0 if and only if &’ A™ ' < 1.

Lemma 2. Let n x n matrices M > 0 and N > 0, then M > N if and only if Apox (NM ™) < 1.
(see Rao, Toutenburg, and Shalab 2008).

Lemma 3 (Trenkler and Toutenburg 1990). Let B i = Ajy, j = 1,2 be two competing estima-
tors of 8. Suppose that A = Cov(ﬁl) - Cov(,éz)> 0. Then

MSEM(f,) — MSEM(f2) = 0
if and only if b,/ (A + byb,')"'b, < 1, where b; denotes bias vector of B;.
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The mean squared error matrix (MSEM) of an estimator ,é is defined as
MSEM(B) = E(B — B)(B — B)' = Cov(B) + Bias(B)Bias(B)’

where Cov(,é ) is the dispersion matrix and Bias(,é )=E (,5) — B is the bias vector.

5.1. Proposed estimator: Generalized-difference-based weighted mixed almost
unbiased two-parameter estimator

Using Equation (28) , we have generalized-difference-based weighted mixed almost unbiased
two-parameter estimator (GDWMAUTPE):

Bopwmavtes (@, k, d) = Bapauree (k, d) + oG 'R (W + woRG™'R))™!

% (r — RBgpavree (k. d)) (32)
B[{ - K1 - d)G;> }X/Vglf—l—a)R’W’lr] (33)
where B = (G + oR'W™!R)7L.
Bias(Bcowmavree (@, k. d)) = —K*(1 — d)*BG*Gp = b (34)
and
MSEM (Bepwaavtee (@, k. d)) = 02B(GaGGra + @’ RW'R)B+ b,b), (35

5.2. MSEM comparison between ﬁGDAUTPE (k,d) and ﬁGDWMAUTPE (w, k, d)

"l:heorem 1. Letk >0,0< d<1, an~d0 <o < 1. When Ao (NM™1) < 1, BGD(a), k,d) =:
Ba is superior to Bepauree(k, d) =: By in the MSEM sense, namely A, > 0 if and only if
b (® + b)) b, < 1.

Proof.~We consider the MSEM difference between BGDAUTPE(k, d)=": Bl and ﬁGD(a), k,
d) =: B, as

Ay, = MSEM (Bapaures (k, d)) — MSEM (Bap (, k, d))

= O’ZdeG_led — OZBdeGdeB/ + Bo*RW™'RB + blbl/ — bzbz/
== CI) + blbl/ - bzbzl (36)

Now consider

® = Cov(B)) — Cov(B,) = 0°GraG ' Ga — 0* [BG1aGGyaB + Bw*R'W ~'RB]
=0o*(M —N) (37)

where M = deGiled and N = [BG;;GG4B + Ba)zR/WilRB].

Note that M = GG 'Gyy > 0, and N = [B(Gi;GGiy + o*’RW™IR)B] > 0. When
Amax{B(GraGGrg + @* RW™'R)B (GG 'Gra) ™'} < 1, we can get that ® > 0, by applying
Lemma 2. Thus, from Equation (36) and applying Lemma 3, we have A; > 0 if and only if
b, (® + byb,")"'b, < 1. This result completes the proof. O
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5.3. MSEM comparison of the GDE and GDWMAUTPE

First, a difference-based model (7) can be transformed to a canonical form by the orthogonal
transformation. A symmetric matrix G = X'V;;'X has an eigenvalue-eigenvector decompo-
sition of the form G = QA Q’, where Q is an orthogonal matrix such that

QGQ=QX'V;y'XQ=QXV,"*V;?XQ=X'X = A = diag(h1, ha, .-, Ap)
where A; is the eigenvalue of G. Then, we get canonical form of model (7) as
VD—1/2y~ — VD—I/ZXﬂ 4 VD_1/2§
and
y'=XB+e" =X"QQB+e" =Xp+¢&* (38)

where y* = V%5, X = X*Q =V, '?XQ, &* = V;'*6, p = Q'B.

Finally, we compare MSEM values between the GDE and GDWMAUTPE. From
Equations (10) and (35), the difference of MSEM values between the GDE and GDW-
MAUTPE can be computed by

Ay = MSEM(Bope) — MSEM (Bopwaautee (@, k, d)). (39)
Theorem 2. The GDWMAUTPE is superior to the GDE according to the MSEM criterion,
namely A, > 0 if and only if

b, [0*(G™' — B(G1aGGra + @’ RW 'R)B] b, < 1.
Proof. Using Equations (10) and (35), we obtain

A, = (062G = 6?B) + (6B — MSEM(B())) + (MSEM(B(w)) — MSEM(B,)) — b,b),
(40)

where

MSEM(B(w)) = 02B(G + > RW'R)B
MSEM (Bgpg) = 02G !
MSEM(8,) = 0*B(GrsGGyg + 0’ RW 'R)B.

(i) Consider the following parts of Equation (40)
0’G ' -0 B=0*{G ' = (G+wRW'R) !}
=0*{G"'—(G"'—wG'R(W+wRG'R)'RG™" }
=0’wG 'R(W + wRG'R)'RG™' > 0
(ii) Observing that B > 0, we have

02B — MSEM(B(w)) = 6°B — 6*B(G + *RW'R)B
= 0’BB'B— 0’B(G+ &*RW™'R)B
=0’B(B!' - G- w’RW™'R)B
=0’B(G+wRW'R—G—w*’RW'R)B
=o0’w(l —w)BRW™'R)B >0
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(iii)
MSEM(B(w)) — MSEM(B,) = 0> B(Gw*R'W 'R)B — 0*B(GyGGia + 0*R W 'R)B
= 0’B(G — GyGGyy)B

where Gy = I — K*(1 — d)*G; > = I — Ty Since G = QAQ', we can easily compute that

D = Q(G — GuGGr)Q
=A—[I-KFA-d*A+kD?]A[I- K1 —d)*(A+kD7?]
= TraA + ATy — Tha ATy

D is a diagonal matrix and ith element is a positive number:

d =K1 —d)z()vaMk)z —ka _d)‘lﬁ
201 — 4V2% .
_ % [(ﬁ_ Dk + /22 +kd] I:\/z()»i + k) + k(1 — d)] >0,

i=1,2,...,p

which means that D > 0. Then we have 62BDB > 0. Applying Lemma 1, we can get that
A, > 0,ifand only if b, A, 'b, < 1. This completes the proof. O

6. Selection of biasing parameters k, d, and non stochastic weight ©

In this section, we give a method about to choose k, d, and w. First, consider the difference-
based model (7) and its canonical form as

y'=X"B+e"=X"QQB+e" =Xp+¢&* (41)
Note that, MSEM(EGD (w, k,d) = Q/MSEM(,éGD (w, k, d))Q. We see that
Q" = MSEM (Bop (. k. d)) = Q [0°B(GtaGGia + 0’ RW'R)B + b,b',] Q
where
B=(G+wRW'R)", Gu=1-KQ1—-d)*(G+kI)?,
b, = —k*(1 — d)’BG_°GB, Gy =G+kI
It is easy to compute that
Q =0’ (A+oW) {[I-KFA-D)*(A+kD?|A[I - K1 —d)*(A+kD7?]
+ WA + W) + K1 - DA + oW
x (A + kD T2ABB A(A + kD) 72(A 4+ 0W) !
Q* is a diagonal matrix and ith diagonal element is

_ka —d)?

K1 —d)'a2Bt
(i + k)?

2
oA + o PWwiE; +
} ’ i (i + k)

0= (O + w&) ™! ([1 ) (hi + &)~
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Thus, we obtain

MSE (Bgp (@, k, d)) = trQ* =

XP: o[ (i + 0 — R0 — )] + 02?00 + b + K (1 — d)*22 B2
5 (hi+ K)* (s + 0E)?
P 2 242 2 442722
1—03)°) : 4925
_ 3 A o]+ 6 )+ ofid (2)
- (i + )
where v; = kf&—;,‘?.

Optimal values of k, d, and @ can be derived by minimizing Equation (42) . First with fixed
values of d and w, it is easy to see that

OMSE(Bop (@, k, d))  202(1 — v2) (=20:); + 403322

(43)
Av; (A + w&)*
or
207 (1 —v7) (=20)A; + W AP} =0 (44)
For a fixed d and w, note that IMSE(B Galz(‘”‘k’d)) — OMSEQS g’,?_(w’k’d))% =0 implies

IMSE(Bp (@.k,d))
al)i

;. (1=d));
kT (htk)?

AviBE— ot +o*i =0 (45)

o? k(1—-4d)
Ui - = =
)\,,/312 +02 )\q+k

Thus, the optimal choice of the parameter k is

)\.iG
kiopt = (46)

A —d)/ B +02—0

After the unknown parameters o2 and B2 are replaced by their unbiased estimators, we get
optimal estimator of k for a fixed d value as

= 0, since # 0. Simplifying Equation (44) using v;, we obtain

and

AiG

iopt — =
(1—dnrpt+62—6

We can see that k is always positive, if we set a constraint on k-values in Equation (46) , so
that it is positive, then the positiveness of the estimator in Equation (47) can be obtained. In
this way, we have the following result: if

k (47)

dA< 1 — min 7 (48)

VaiBE 462

is selected for all 7, then IAc,-Opt in Equation (47) is always positive.

For a fixed k and w, we note that BMSE(ﬁgg(‘“’k’d)) = BMSE(ﬂgB(w’k’d”% =0 and % =
—k . OMSE(Bap(@.kd)) 204 72 2N 2 _ o2 _ ki-d)
g 7 0, implies ——=7==== =0 or v; (A +0°) = 0" and v; = e = itk
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Thus, we have
()»,' + k)G 1

k JAiBE +o?

After the unknown parameters o> and 2 are replaced by their unbiased estimators, we get
the optimal estimator of d for a fixed k value as

- itk 1

diopt = k =
VAiB? + 62

Note that, d:th in Equation (50) is always less than 1, but it may be smaller than zero. din

diopt = (49)

(50)

Equation (48) is always less than 1 and greater than zero, that is de (0, 1).

Remark. We know that when k =1, B(a), k, d) leads to the generalized-difference-based
weighted mixed almost unbiased Liu estimator. Therefore, when k = 1, djq, in Equation (50)
reduces to the estimate of d given in Akdeniz and Kagiranlar (1995).

. 14+ 1,6
Dot = 1 — (A +A)o (51)

VAiBE+ 62

OMSE(Bop (@, k, d)) 20802 (wk; + 1) — 260°[(1 — 02)* + w26
do a (Ai + &)’

For a fixed k and d, note that

then we have
i+ kd)* (A + 2k — kd)®
B i+ k)

o= (1-0})
and
Ot kd) 42k —kd)
a)opt == ~ 4
(A + k)

y 0 < gy <1 (52)

7. lllustrative examples

In this section, we present some numerical examples to support our assertions. The process
is categorized into two setups: the first part is devoted to the Monte Carlo simulation stud-
ies, and the second one is application of our proposed estimation method to the electricity
consumption dataset collected in Germany.

7.1. Monte Carlo simulation studies

In this section, we continue the comparison of proposed estimators based on the scalar values
of mean squared error matrix by some simulations and graphical results. Since, theoretically,
these estimators are very difficult to compare, the Monte Carlo simulation studies have been
conducted to compare the efficiency of the estimators. The scalar-valued mean squared error
(SMSE) for any estimator ,é is defined as

SMSE(B) = tr(MSEM(B)) = tr(Cov(B)) + Bias(B) Bias(B)
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To achieve different degrees of collinearity, following McDonald and Galarneau (1975)
and Gibbons (1981), the explanatory variables were generated using the following device for
n = 30 with 10,000 iteration from the following model:

xj=0—y)izi+yz, i=1,2....n j=1,2,...,p (53)

where z;; are independent standard normal pseudo-random numbers, and y is specified so
that the correlation between any two explanatory variables is given by y2. These variables are
then standardized so that X'X and X'Y are in correlation forms. Four different sets of corre-
lation corresponding to y = 0.75, 0.90, 0.95, and 0.99 are considered. Then n observations
for the dependent variable are determined by

6
yi=Y xyBi+ fw)+e, i=12,....n (54)

j=1

where
B=(3,1,3,-2,-54), f(u) =exp {sin(u)cos(3u) + ﬁ}
for u € [0, 3] and
e ~ N,(0,0°V), o> = 0.36, vij=exp{—opli—jl}, ¢=2, i, j=1, o00...,n

The parametric part of model (54), that is, B, is estimated by third-order differencing coef-
ficients, dy = 0.8582, d; = —0.3832, d, = —0.2809, and d; = —0.1942, and then, the non
parametric part is estimated by kernel methodology and cross-validation criteria.

Performance of estimations of the partially linear models greatly depends on the selection
of smoothing parameter (Aydin 2014). Cross-validation directly estimates the model predic-
tion error. It is the simplest and most widely used method for choosing the smoothing param-
eter for non parametric models. However, evaluating the leave one-out cross-validation tends
to be time-consuming for a partially linear model with even a moderate sample size. It adds
one more level of difficulty if we want to conduct intensive numerical simulation studies, such
as using a bootstrap procedure to estimate the variance. Li, Zhang, and Wu (2011) proposed
an algorithm to quickly compute cross-validation.

Optimal differencing weights do not have analytic expressions but may be calculated eas-
ily using an optimization routine. Hall, Kay, and Titterington (1990) presented weights to
order m = 10. These contain some minor errors. Now, we define the (n — 3) x n differenc-
ing matrix as

d d, d ds 0 0 .. 0
0 dy di do d3 0 .. 0
D= . .
0O 0 .. 0 dy d d ds

For the restriction, we consider the following stochastic linear restrictions

1 5 =3 -1 -1 0

-2 -1 0 -2 3 1
r=RB+e, R=]1 2 1 3 =2 0
4 -1 2 2 0 -2
5 3 4 -5 1 0

where e ~ Ny (0, 0}W), 02 = 0.0036, w;; = (5)1"7 i, j=1,...,q
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f(u) = exp(sin(u).cos(3u)+u)

f(u)

Figure 1. Non parametric function of model (54).

Monte Carlo simulation is performed with M = 10* rephcatlons, obtalnlng the estima-
tors ﬂ(l) = Bape /3<2> = ,BGDWME(wopt) ,3(3> = Bopaure (kopt) /3<4) = IBGDWMAURE(wopta opt)
,3(5) = ,BGDAUTPE(koptv opt) and ,3(6) = IBGDWMAUTPE (Dopt. koptv opt) in the restricted partially
linear model. The correspondlng estimator of the non linear part for the ith method is
obtained using kernel method as f(l) =K(y- X,B(,)) fori=1,...,6,and K is the smoother
matrix.

The relative efficiencies of the above methods with respect to the first method are estimated
as

1 M f(m) _ £(m))2
Eff (B i) = W D=1 ”y(m)_X(mﬂ(l) _f<1> I2 i=1 6
(ﬂ(l)’ﬁl))_ 1 M @) ) m) m) r=1,...,
M Dome Iy™ =X B f(z) ”2
£(m)

where (X™,y™) stands for the generated sample in the mth iteration, B((I and f;" are the
estimators obtained in the mth iteration, and o[} = YL, v*orv = (vy, ..., vy)".

In Figure 1, the non parametric part of the model (54) is plotted. This function is difficult
to be estimated and provides a good test case for the non parametric regression method. All
computations were conducted using the statistical package R. In Tables 1-4, we computed

Table 1. Evaluation of parameters for proposed estimators with y = 0.75.

Method Coefficients GDE GDWME GDAURE GDWMAURE GDAUTPE GDWMAUTPE
By 2.1548 2.9986 21603 2.9309 3.0076 2.9402
B, 0.6391 1.0001 0.6550 1.0302 0.9741 1.0204
A, 2.1516 3.0007 2.1607 3.0372 3.0041 3.0299
By — 15799 —2.0010 —15469 —2.0226 —2.0055 —2.0269
Bs —3.7948 —5.0011 —3.7458 —5.0095 — 49756 —5.0195
B 25220 3.9967 25811 3.8580 3.9897 3.8747
SMoSE(B ;) 503722 02438 18.5331 01272 177875 0.1201
mée(f (,), f 71.8083 14.9874 30.4609 8.2367 27.0279 8.0640

Eff(B (i ( :) 1.0000 4.0229 2119 4.2516 23244 4.3590
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Table 2. Evaluation of parameters for proposed estimators with y = 0.90.

Method coefficients GDE GDWME GDAURE GDWMAURE ~ GDAUTPE ~ GDWMAUTPE
B, 2.6600 2.9855 26671 2.9288 3.1776 2.9397
A, 0.8546 1.0071 0.8649 10277 1.0484 1.0240
A 2.6692 3.0046 2.6920 3.0369 31481 3.0304
B, —17046 —2.0072 —1.6707 —2.0283 —1.9794 —2.0244
Bs — 42693 —5.0023 — 42552 —5.0187 — 4.9640 —5.0146
Be 27645 3.9538 27945 3.8483 36171 3.8641
SMoSE(B ;) 24.9877 02043 11.0622 0.1151 107938 0.1042
mée(f,;,, 687767 16.5730 19.6194 9.0625 15.4960 8.8482
Eff (B f ) 1.0000 40576 22012 43883 29329 45954

Table 3. Evaluation of parameters for proposed estimators with y = 0.95.

Method coefficients GDE GDWME GDAURE GDWMAURE ~ GDAUTPE  GDWMAUTPE
B, 3.1384 2.9991 2.9300 29443 2.9163 29414
A, 11146 10038 1.0268 10248 1.0263 10235
A 2.9666 2.9961 27683 3.0259 27534 3.0254
By —1.9048 —1.9956 —1.8161 —20173 —1.8090 —2.0206
As —4.9334 —4.9859 — 4.6444 —5.0006 — 46102 —5.0032
Bs 37258 3.9869 3.4399 3.8717 34325 3.8664
SMOSE(B;)) 9.7697 0.1760 34386 0.0904 3.2596 0.0840
mée (£, 53.4212 12.6956 28.0886 73261 28.4249 62016
Eff (B f) 1.0000 47585 26877 5.0156 2.6856 51868

Table 4. Evaluation of parameters for proposed estimators with » = 0.99.

Method coefficients GDE GDWME GDAURE GDWMAURE ~ GDAUTPE  GDWMAUTPE
A, 11593 2.9891 11409 2.9286 27440 2.9616
A, 03943 1.0051 0.3861 1.0285 11517 1.0093
A 13265 3.0079 12958 3.0393 31414 3.0190
By —0.9883 —2.0018 —0.9572 —20252 —1.8914 —2.02m

As —2.4480 —5.0017 —23853 —5.0147 —4.9948 —5.0192
Bs 15533 3.9827 15933 3.8565 3.8582 3.9195
SMoSE(B ;) 279.9880 0.2644 737155 0.1441 711475 0.1258
mée(f, f 78.6052 141194 27.817 7.9669 263492 77944
Ef (B f ) 1.0000 4.4109 2.0800 4.6297 2.0854 52402

~ ~

the proposed estimators at optimum values of parameters, @opt, Kopt, dopt> respectively. We
numerically estimated the SMSE’s, efficiencies of proposed estimators relative to GDE,
separately, and mée( f), f) = = M f((ir)“) — flI5 for all proposed estimators. The 3D
diagrams as well as the 2D slices of SMSE versus parameters are plotted for proposed estima-
tors in Figures 2 and 3. Since the results were similar across cases, to save space we reported
only the results for y = 0.90. Figure 4 shows the fitted function by kernel smoothing after

estimating the linear part of the model by proposed estimators for y = 0.90.

7.2. Application to electricity consumption dataset

To motivate the problem of estimation in the semiparametric partial linear model, we apply
the electricity consumption, considered by Akdeniz Duran, Hérdle, and Osipenko (2012). The
variables are defined for 177 items as follows:
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Figure 2. Diagram of SMSE versus parameters for y = 0.90. Top left: SMSE(ﬁGDWME(w)); top right:
SMSE (Beppue (K)); bottom left: SMSE (Bepwmaure (@, k)); bottom right: SMSE(Bepaumee (K, d)).

The dependent variable y is the log monthly electricity consumption per person (LEC) and
the independent variables include log income per person (LI), log rate of electricity price to the
gas price (LREG), and cumulated average temperature index (Temp) for the corresponding
month taken as average of 20 German cities computed from the data of German weather
service.

To detect the non parametric part of the model, by Yatchew (2003), the test statistic for
the null hypothesis that the regression function has the parametric form, thatis, Hy : f(u) =

h(u; B) for a parametric function h(.), against the non parametric alternative f(u), when one
uses optimal differencing weights, is

6% — 62
Zy = /am—9 2 N (0, 1) (55)
O &

where 62 = 13" | (5, — h(wf)) . 62 = sl P = X(X'X)'X.

We consider Temp as a non parametric part (using a third-order differencing coefficients),
because, it has the largest value of non parametric significance test statistics among those of
other independent variables. The statistics of above test for all explanatory variables can be
found in Table 5. We also use the added-variable plots to identify the parametric and non
parametric components of the model (for more details, see Sheather 2009). Added-variable

plots enable us to visually assess the effect of each predictor, having adjusted for the effects of
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Figure 3. Diagram of SMSE(Bepwmauree(@: k. d)) versus parameters for y = 0.90. Top left:
SMSE (Bapwmautee (@ Kk, dgpy));  top  right:

SMSE (Beowmautee (@ I?opt,d)); bottom  center:
SMSE (Bapwmautee (@ope: k. ).
the other predictors. By looking at added-variable plot (Figure 5), we consider Temp as a non
parametric part and so, the specification of the semiparametric partial linear model is
11

(LEC); = > Bjxij + Br2(LD); + iz (LREG); + f(Temp;) + &;

j=1

(56)

where x1, ..., x;; are dummy variables for the monthly effects. The ratio of largest eigenvalue

to smallest eigenvalue for new design matrix in model (55) after applying differencing method

Table 5. Values of test statistics (5).

Variable 20
LI 1.99
LREG 2.06
Temp

2.95*
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Figure 4. Estimation of the function under study by kernel approach for y = 0.90..

Added-Variable Plot: LI Added-Variable Plot: LREG
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Figure 5. Added-variable plots of individual explanatory variables versus dependent variable, linear fit (red
solid line) and kernel fit (blue dashed line).
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Table 6. Evaluation of parameters for proposed estimators for real dataset.

Method variables GDE GDWME GDAURE GDWMAURE GDAUTPE GDWMAUTPE
X1 — 0.59549 —0.18216 — 0.06522 —0.10158 — 0.06620 0.10267
X2 —0.16763 —0.06374 —0.10542 — 0.06659 —0.10549 — 0.07666
X3 —0.02016 —0.00159 —0.01829 —0.00953 —0.01829 —0.01228
X4 —0.00801 0.00551 —0.00702 —0.00369 —0.00703 —0.00325
x5 —0.00619 0.00986 —0.00537 0.00122 —0.00537 —0.00006
X6 —0.01977 — 0.00256 —0.01792 —0.01030 —0.01792 —0.01271
X7 —0.0178 —0.00026 —0.01034 —0.00768 —0.01034 —0.00820
X8 —0.02579 —0.00631 —0.02344 —0.01293 —0.02344 —0.01660
X9 —0.01444 0.00022 —0.01297 —0.00694 —0.01298 —0.00835
x10 —0.01230 —0.00063 —0.01085 —0.00908 —0.01085 —0.00781
XN —0.00878 0.00880 — 0.00766 0.00131 — 0.00766 —0.00102
LI — 0.00006 0.01563 0.00039 0.00744 0.00039 0.00645
LREG —0.00631 0.00763 —0.00541 0.00122 —0.00541 —0.00088
RSS 0.39933 0.36578 0.34653 0.35402 0.34657 0.34291
R2 0.57175 0.60772 0.62837 0.62034 0.62833 0.63226

is approximately A;3/A; = 220.3069 and so, there exists a potential multicollinearity between
the columns of design matrix.

After a primary evaluation of model (56), one might consider the stochastic restriction
rRB, where

R_OOOOOOOOOOOIZ r_—0.02
"\l 1111 11000O0T1T1) "~ \LoO0
We test the linear hypothesis Hy : ¥ =~ RS in the framework of our semiparametric partial
linear model (56). The test statistic for Hy, given our observations, is

N N -1 A~
szank(R) = (RBag — r)’(RZ/édiffR'> (RBai — r) = 0.05952

where 3 faiff = 1+ ﬁ Gra (X'X)™! (see Yatchew [2]). The test statistic is not greater than

upper «-quantile of x? distribution. Thus, we conclude that the null hypothesis H, is not
rejected.

§‘ ~..L -—- GDE
~ GDWME
s, -~ GDAURE
g
o

Estimation of f(.)
-0.05
!

-0.10

-0.15
1

Temp

Figure 6. Estimations of non parametric part of model (56).
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Table 6 shows a summery of the results. In this table, the RSS and R?, respectively, are
the residual sum of squares and coeflicient of determination of the model, that is, RSS = y —
72,9 =XBu + f(u), y=LECand R2 =1-RSS/ S,y» which are calculated for each proposed
estimators of 8. For estimation of non parametric effect, at first we estimated the parametric
effects by one of the proposed estimators and then, local polynomial approach was applied to
fit LEC — X,é(i) on u = Temp, where X = (x1, x,, X3, X4, X5, X¢, X7, X3, X9, X10, X11, LI, LREG)
(Figure 6).

8. Conclusions

We considered the method of weighted mixed regression estimation to estimate the
regression coefficients in generalized-difference-based semiparametric partially linear
model. The generalized-difference-based weighted mixed almost unbiased ridge estimator,
,E}GDWMAURE (w, k), is derived and its dominance over both the generalized-difference-based
weighted mixed estimator, ﬁ(co), and the generalized-difference-based almost unbiased
ridge estimator, ,éGDAURE (k), is studied under the criterion of mean squared error matrix.
The generalized-difference-based weighted mixed almost unbiased two-parameter estimator,
BGDWMAUTPE(w, k,d), in semiparametric partial linear models is proposed. After some
theorems, the Monte Carlo simulation studies and a real data example have been conducted
to compare the performance of the proposed estimators numerically. The results from the
Monte Carlo simulations for n = 30, P = 6, and different y are presented in Tables 1-4 and
Figures 1-4. From these tables, it can be seen that the factor affecting the performance of the
estimators is the degree of correlation (y). It can be concluded that GDWMAUTPE is leading
to be the best estimator among others for the parametric part of the model, since it offers
smaller SMSE and mse values in all proposed estimators. Further GDE is the worst estimator
for the parametric part in these examples. In general, the value of y has positive effect on the
performance of the proposed estimators with respect to GDE. In the real example study, a
near dependency among the column of XX identified from X,3/A; = 220.3069, that is, the
design matrix may be considered as being very ill-conditioned and we had to consider the
ridge form of proposed estimators in our study. As it can be seen from Table 5 and Figure 5,
the non linear relation between log monthly electricity consumption per person (LEC) and
cumulated average temperature index (Temp) can be detected and so, the pure parametric
model does not fit to the data and semiparametric partial linear model fits more significantly.
Further, from Table 6 and Figure 6, it can be deduced that GDWMAUTPE is quite efficient
in the sense that it has significant value of goodness of fit.
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