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Abstract

This paper studies linear quantile regression (QR) estimators in panel data settings with

fixed effects. The estimation error in the fixed effects causes an incidental parameter problem

in the parameters of interest, and we work out the first order asymptotic bias under an

asymptotic where both N and T grow to infinity. This leading incidental parameter bias

is of order 1/T , analogous to the situation in non-linear fixed effect panel models with

smooth objective function. The key technical challenge in deriving our result is that the

QR objective function is non-smooth, rendering the existing large T asymptotic bias results

in the panel literature non-applicable. We provide analytic and Jackknife bias corrected

estimators and study their performance in Monte Carlo simulations, and in an application

to educational achievement of US high-school students.

1 Introduction

Fixed effects quantile regression (QR) is a natural method for estimating effects

of covariates on the distribution of outcomes that addresses endogeneity concerns

∗MW acknowledges support from the Economic and Social Research Council through the ESRC Centre

for Microdata Methods and Practice grant ES/I034021/1.
‡CEMFI, Casado del Alisal 5, 28014 Madrid, Spain, Email: arellano@cemfi.es.
§Department of Economics, University College London, Gower Street, London WC1E 6BT, U.K., and

CeMMAP. Email: m.weidner@ucl.ac.uk.

1


