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We can obtain the same expression for the CU-GMM estimator
p
N(�̂CU-GMM � �0).



dependence in each cluster. When � = 0, there is no clustered dependence and our model reduces

to that of Windmeijer (2005) which considers a static panel data model with only one regressor.

The individual Öxed e¤ects and shocks in group g are generated by:

�(g) � i.i.d.N(0;��), vec(e(g);t) � i.i.d.N(0;�e), (33)
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for i = 1; :::; LN and t = 1; :::; T where � t = 0:5 + 0













close to each other.

The uncentered two-step GMM estimate of the e¤ect of access to domestic market is �d =

�2722:22. The reported standard error 400:5





[15] Dube, A., Lester, T. W., and Reich, M. (2010). ìMinimum wage e¤ects across state borders:

















Figure 4: Size-adjusted power of Örst-step (2SLS) and two-step tests with G = 50 and L = 50:

Figure 5: Size-adjusted power of Örst-step (2SLS) and two-step tests with G = 100 and L = 50:
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Figure 6: Empirical size of Örst-step and two-step tests based on the centered CCE when there is
a heterogeneity in cluster size with the nominal size 5% (green line): Design I with G = 50; q = 8;
and p = 3:
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Table 9: Summary of the di¤erence between the conventional large-G asympototics and alternative
Öxed-G asympotics for the Örst-step (2SLS ) and two-step GMM methods.



Table 11: Results for Emran and Hou (2013) data

2SLS
Variables Large-G Asymptotics Fixed-G Asymptotics

Domestic market (Adi ) �2713:2 (712:1) �2713:2 (716:8)
[�4109:9;�1316:4] [�4138:0



10 Appendix: Application to Linear Dynamic Panel Model

We discusses how to implement our inference procedures in the context of a linear dynamic panel

model:

yit = yit�



where
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of eigenvectors of (RV A�1)
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where the convergence holds jointly for h = 1; :::; G: As a result,
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