ON MAXIMUM EMPIRICAL LIKELIHOOD ESTIMATION
AND RELATED TOPICS

By HANXIANG PENG AND ANTON SCHICK*

Indiana University Purdue University at Indianapolis and Binghamton
University

This article studies maximum empirical likelihood estimation in
the case of constraint functions that may be discontinuous and/or de-
pend on additional parameters. The later is the case in applications
to semiparametric models where the constraint functions may depend
on the nuisance parameter. Our results are thus formulated for em-
pirical likelihoods based on estimated constraint functions that may
also be irregular. The key to our analysis is a uniform local asymp-
totic normality condition for the local empirical likelihood ratio. This
condition holds under mild assumptions on the estimated constraint
functions and allows for a study of maximum empirical likelihood
estimation and empirical likelihood ratio testing similar to that for
parametric models with the uniform local asymptotic normality con-
dition. Applications of our results are discussed to inference problems
about quantiles under possibly additional information on the under-
lying distribution, to residual-based inference about quantiles, and to
partial adaption.

1. Introduction. Let (Z,.¥) be a measurable space, 2 be a family of
probability measures on ., and k be a function from 2 onto an open subset
© of R*. Let Z1, ..., Z, be independent and identically distributed 2 -valued
random variables with an unknown distribution ) belonging to the model
2. We are interested in inference about the characteristic 6 = x(Q) of Q.
Let us look at the following case.

(KO0) There is a function u from 2 x © into R™, with m > k, such that for
every R in 2,

/ u(z, k(R)) dR(2) = 0

and the matrix

W(R) = / (e k(BT (2, 5(R)) dR(2)
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is positive definite.

We refer to u as the constraint function. To simplify notation we abbre-
viate W(Q) by W and set

Up =n~1/? Zu(Zj, 0).
j=1

Let &2, denote the closed probability simplex of dimension n,
n

P = {7T = (’7'(‘1,...,7'(’n)—r S [O,l}n : Zﬂ‘j = 1}
j=1

To construct confidence sets for #, Owen (1988, 1990, 2001) introduced the
empirical likelihood

n n
R (9) = sup{ [[rm:me 20> mu(z;,9) = 0}, 9eo,
Jj=1 j=1
and proved the following theorem.

THEOREM 1.1.  Suppose (KO0) holds. Then —2log %,(0) has as limiting
distribution the chi-square distribution with m degrees of freedom.

This allowed him to show that the set
Cn = {19 €0: _210g<%n(19)) < X%—a(m)}

is a confidence set for 6 of asymptotic size 1 —«. Indeed, we have P(6 € 6,,) =
P(—2log %,(0) < x?_,(m)) = 1 —a. Of course, this result can also be used
to test whether 6 equals some specific value, say 0y. The corresponding test

6 = 1[—21log Zn(00) > Xi_a(m)]

rejects the null hypothesis Hy : § = 6y if the test statistic —2log %, (0)
equals or exceeds x7__,(m). This test has asymptotic size a.

Soon it was realized that the empirical likelihood can also be used to
construct point estimators. Qin and Lawless (1994) studied the maximum
empirical likelihood estimator (MELE)

0 = arg max %, (V).
YeO
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Similar to the classical theory for parametric models, where the behavior
of the maximum likelihood estimator is tied to the behavior of the local
log-likelihood ratio, the behavior of the empirical analogs is now linked to
the behavior of the local empirical log-likelihood ratio

Pn (0 +n~121)
Zn(0)

The local empirical log-likelihood is said to satisfies the uniform local
asymptotic normality (ULAN) condition if

Zo(t) = log , teRFO+nY2teo.

(1.1) sup | L (t) —t" I, +1/2t7 Jt| = op(1)
tl<c

for all finite constants C, some invertible k& x k dispersion matrix .J, and
random vectors I, satisfying

Iy = N(0,J).

Qin and Lawless (1994) obtain this condition under regularity and inte-
grability conditions on the constraint function u and its partial derivatives
with respect to the parameter. We shall show that the ULAN condition
holds under the following weaker conditions, which allow for irregular w.

(K1) For every finite constant C,

1 n
Dn(C) = sup =3 [u(Z;,0+n7%t) — u(Z;,0) = op(1).
lt<c ™5

(K2) There is an m x k matrix A of full rank & such that

n
sup [n/2 > “[u(Z;,0 + n7V?t) — u(Z;,0)] + At]* = op(1)
[t|<C j=1
for every constant C.
Here A plays the same role as the quantity —FE[u(Z, )] does in Qin and
Lawless (1994), where @ denotes the derivative of uw with respect to the
parameter.

THEOREM 1.2.  Suppose (K0)-(K2) hold. Then the expansion

sup | — 2log Z, (0 + n~Y%t) — (U, — At) ' WU, — At)| = op(1)
t<c

holds for every finite C'. Thus the local empirical log-likelihood satisfies the
ULAN condition with J = ATW YA and I, = ATW~1U,.



4 H. PENG AND A. SCHICK

The expansion (1.1) is critical to the study of maximum empirical like-
lihood estimation. In the ensuing discussion we assume that the map ¥ —
Hn (1) attains a maximum on each compact subset of ©. This is the case
when the map is upper semi-continuous or if it takes only finitely many
values. Note that the function A defined by

h(t)=t"1, —1/2t" Jt

1.2
(1.2) =1/2[0) g7, — (t—J )T It —J70,)], teRF,

is uniquely maximized by ¢ = J~'I},. This shows that under the ULAN
condition the random function ¥ — %, () has a local maximum 6 such that

(1.3) 20 —0) — J7'I, = op(1).

In particular, if ¥ — %, () has one local maximizer with probability tending
to 1, then this local maximizer § will obey the expansion (1.3). The theory
becomes more involved if ¥ — %, () has several local maxima or if maxima
do not exist.

For J and I3, of Theorem 1.2, the expansion (1.3) can be written as

n

(1.4) 0=0+ (ATW—lA)—lATW—ll S u(Z;,0) + op(n12).
n
j=1

If m = k, then A will be invertible, and (1.4) simplifies to

R 1 &
0=0 72 u(Z;,0) + op(n~1/?).

3

We call an estimator 0 that satisfies (1.4) central. Qin and Lawless (1994)
have shown that central estimators possess some optimality properties.

In Section 3 we address two methods of constructing central estimators,
namely, one-step maximum empirical likelihood estimation and guided max-
imum empirical likelihood estimation. These methods yield the following
constructive existence result for central estimators.

THEOREM 1.3.  Suppose (K0)-(K2) hold, and 0 is a /n-consistent es-
timator in the sense that n'/2(0 — 8) = Op(1). Then one can construct a
central estimator.

It follows from the previous two theorems that, under the assumptions of
Theorem 1.3, every central estimator 6 satisfies the expansion

—2log #n(0) = Uy, (I —T14)U, + op(1)
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with Un = W20, and T14 the idempotent matrix
Iy =W 244" w=tA)tATw 12,

Since the m-dimensional random vector U, is asymptotically standard nor-

mal, we see that —2log Z,,(0) is asymptotically chi-square with m—k degrees
of freedom provided m is greater than k. If m equals k, then —210g<%’n(é)
converges to zero in probability. For m > k, a similar result has been proved
in Corollary 4 by Qin and Lawless (1994) under their regularity assumptions
and more recently in Theorem 1 by Lopez, Van Keilegom and Veraverbeke
(2009) for the irregular case, using stronger conditions. We avoid some of
the difficulties by working with central estimators instead of the maximum
empirical likelihood estimator. The later satisfies the expansion (1.4) only
under additional requirements such as consistency. Note the simplicity of our
conditions as compared to conditions (C0)-(C6) of Lopez, Van Keilegom and
Veraverbeke (2009).

In the above we have focused on maximum empirical likelihood estima-
tion. The key to this was the ULAN condition. As this condition plays a
key role in the theory of likelihood ratio tests for parametric models, it
should not be surprising that the theory for likelihood ratio testing for para-
metric model carries over to empirical likelihood setting. Indeed, Qin and
Lawless (1994) have already discussed this under their sufficient conditions
for ULAN. We shall develop the appropriate theory for empirical likelihood
ratio testing in Section 4.

So far we have discussed a simple approach to maximum empirical like-
lihood estimation which generalizes results of Qin and Lawless (1994) to
allow for irregular constraint functions. Of great interest are extensions to
constraint functions that depend on nuisance parameters. Generalizations
of Theorem 1.1 that allow for estimated constraint functions have been de-
veloped in Hjort, McKeague and Van Keilegom (2009) and Peng and Scick
(2010). Here we are interested in developing a theory parallel to Theorems
1.2 and 1.3 that allows for constraint functions with estimated nuisance
parameters. The theory will be developed in Section 2.

The remainder of this paper is organized as follows. In Section 2 we dis-
cuss the case when the constraint function depends on characteristics of the
underlying distribution and is thus unknown. We develop a theory parallel to
that given in this introduction based on estimates of the unknown constraint
function. The key result is Theorem 2.2 which gives the ULAN condition
for the local empirical likelihood based on random constraint functions. In
Section 3 we address the construction of central estimators in the more gen-
eral setting of Section 2. Section 4 treats empirical likelihood ratio testing
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again for random constraint functions. In Section 5 we present a uniform
expansion for an abstract general empirical likelihood process. This result
is then used to prove Theorem 2.2 and other related expansions. In Section
6 we treat several inference problems related to quantiles as these provide
constraints that are not regular. In particular, we treat maximum empirical
likelihood estimation of quantiles with and without additional information,
and empirical likelihood ratio testing about quantiles and about the equality
of median and mean. Residual-based inference about a quantile is considered
in Section 7 for regression models. We first treat linear regression and then
discuss how the results carry over to nonparametric and semiparametric re-
gression models. Finally, in Section 8 we treat the case of partial adaptation.
This is done by means of two examples, sample mean and sample median
in symmetric location model, and least squares and least absolute deviation
estimation in regression with symmetric errors.

2. Maximum empirical likelihood estimation in the presence of
nuisance parameters. Our goal is to extend the results discussed in the
Introduction beyond the basic assumption (K0). We are interested in exten-
sions that allow for nuisance parameters. This is important for applications
to semiparametric models. A formulation that allows for this is given next.
Again, let m be an integer satisfying m > k.

(LO) For every R in 2 there is a function ug from 2 x O into R™ such
that

/UR(Z,H(R)) dR(z) =0

and the matrix
W(R) = / un(z, K(R))uh(z, 5(R)) dR(2)

is positive definite.

Note that (KO) is the special case of (LO) in which ugp = u for all R € 2.
To simplify notation we abbreviate W (Q) by W and set

(2.1) Un=n""2Y uq(Z;,0).
j=1

Since ug is not known, we work with the modified empirical likelihood

@n(ﬁ) = sup { Hmrj i E :@n,ZTrjan(Zj,ﬁ) = 0}, 9 € 0O,
j=1

J=1
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where 4, is an estimator of ug based on the observations Z1, ..., Z,. Gener-
alizations of Theorem 1.1 for the modified empirical likelihood have been dis-
cussed by Hjort, McKeague and Van Keilegom (2009) and Peng and Schick
(2010). Possible limit distributions of —2log %, (#) do now include gener-
alized chi-square distributions. But direct analogous of Theorem 1.1 are
possible if ur and 1, are chosen carefully, see Peng and Schick (2010).

THEOREM 2.1.  Suppose (L0) holds and ty, satisfies
1~ . 2
=3 fin(Z5.6) ~ uq(Z3,6) = 0p(1)
i=1

and
n_1/2 Z (ﬁn(Zj, 9) — UQ(Z]', 9)) = Op(l).
j=1

Then —2log 9?”(9) has a limiting chi-square distribution with m degrees of
freedom.

Next we are looking for a generalization of Theorem 1.2. The correspond-
ing local empirical log-likelihood ratio is

. 7 —1/2
Zu(t) = log ‘%)"(Hfrn t), teRF, §4+n?te0.
Fn(9)

Motivated by the conditions (K1) and (K2), we introduce the following con-
ditions.

(L1) For every finite C one has
. 1 &

Da(C) = sup =3 fin(Z3,0 4 n71) — uq(Z3,0) = 0p(1).
[t|<C j=1

(L2) There is an m x k matrix A of full rank & such that

sup [n 2% (an(zj, 0 +n~Y2) — ug(Z;, 9)) + At‘ — op(1),
[t|I<C j=1

for each finite constant C.

THEOREM 2.2.  Suppose (L0) — (L2) hold. Then the expansions

sup | — 2log Zn(0 + n~Y%t) — (U, — At) "W H(U,, — At)| = 0p(1)
tI<C
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and

(2.2) sup | Lo (t) —t TATW U, +1/2tTATW LAt = 0p(1)
t|<C

hold for every finite C'.

Note that Theorem 1.2 is a special case of this theorem. To see this take
urp = u for all R € 2 and 4, = u. Theorem 2.2 lets us also treat the case
when (KO0) holds, but we want to work with a slightly perturbed version u,,
of w. In this case 1, = u, is non-stochastic. In particular, this allows the
treatment of smoothed versions of u. If © = R*, a possible smoothed version
is given by uy,(z,9) = [u(z,9 + byu)k(u) du, where k is a kernel and b, is
a bandwidth.

Having obtained the ULAN property for the modified empirical likelihood,
the theory for central estimators based on it can be developed as before. Now
a central estimator must satisfy the expansion

R 1 <&
(2.3) 0=0+ (ATw—lA)—lg > ATWug(Z;,0) + op(n”1?).
j=1

The following theorem is a consequence of the results of Section 3.

THEOREM 2.3.  Suppose (L0)-(L2) hold, and 0 is a \/n-consistent es-
timator in the sense that n'/2(0 — 8) = Op(1). Then one can construct a
central estimator.

One has to be careful in selecting the functions {ur : R € 2} in order to
achieve (L2). This will be explained by means of an example in Section 7.

3. On the construction of central estimators. In this section we
address the construction of central estimators. We shall restrict our attention
to the more general case when the assumptions (L0)—(L2) are met. Results
for this case immediately yield results for the case (K0)-(K2); simply take
ur = uw and 4, = u. All our methods require the availability of a prelimi-
nary /n-consistent estiomator of 6. Thus throughout this section we always
assume that the following condition is met.

(A) The conditions (LO0)~(L2) hold, 6 is a \/n-consistent estimator, i.e.
n'/2(§ —0) = Op(1), and M are positive definite k x k random disper-
sion matrices converging in probability to a positive definite dispersion
matrix M.
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We abbreviate W(Q) from (L0) by W and let U,, be the random vector
defined in (2.1). It follows from Theorem 2.2 that the ULAN condition holds
with I3, = ATW~1U, and J = ATW 1A,

We begin with a simple observation. Every nl/2-consistent (generalized)
MELE is central.

LEMMA 3.1.  Suppose condition (A) holds and 0 is a generalized MELE,
i.e. 0 satisfies

Pn(0) > eV sup %, (0).
ISS)

Then 0 is central.

PROOF. We need to show A = n!/2(9 —0)— J, = op(1). Let C be a
constant. Then, on the event A, = {n'/2|0 — 0| < C}y N {|J~I},| < C}, we
derive from the ULAN condition and the identity (1.2) that

Bui = Zu(n'?(6 - 0)) = (1/2)[[,J 0, — ATJA)] 4 0p(1)

and

Bz = sup Zp(t) = (1/2) 1 J "I, + op(1).
[t|<C

~

On this event, we also have B,; > Bpa—1/n, and therefore 1[A4,,]A,, = op(1)
by the positive definiteness of J. Since this holds for every C', we obtain the
desired result in view of the n'/2-consistency of 6. O

The previous lemma was formulated for a generalized MELE, which in
contrast to a MELE does always exist. The practical value of this lemma is
limited, as it does not provide a method of constructing a n'/2
generalized MELE and hence a central estimator. Explicit methods of con-
structing central estimators are discussed next.

-consistent

Method 1: One-step maximum likelihood estimation. One-step maximum
likelihood estimators were introduced by Le Cam (1960), who showed that
such estimators are asymptotically efficient in parametric LAN families. He
actually used a discretized preliminary estimator in his construction. Dis-
cretization is not needed here, in view of the more stringent ULAN condition.

We base the construction of the one-step MELE on the following conse-
quences of the ULAN condition. For every finite constant C, the expansions

(3.1) sup | Lu(s+1t) — Lu(s —t) — 2t I, + 2t Js| = op(1)
Jsl.|tl<C
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and

sup |.=?n(1"—|-8+t)—jn(rjts_t)_jn(r_s_'_t)
(3.2) |7,s],lt|<C

+ Zy(r—s—t)+4t" Js| = op(1)

hold. Let ey, ..., e; denote the standard unit vectors in R¥. Let 4 denote the
vector with components

i = [log % (0 +n~Y2Me;) — Bn(0 — n~V2Me;)] /2
and V be the matrix with entries
Vij = —|10g Zn(0 + n Y2 M (e; + ¢)) — log Zn(0 +n" V2 M (e — ;)
—log Zn (0 + 2N (e; — ej)) + log %, (0 — n_l/QM(ej +ei))| /4.
It follows from (3.1) and (3.2) that
3 =e] M(Iy — J 'n2(0 - 0)) + op(1)

and . o
Vij = e] MJMej +op(1).

This shows that

(3.3) I'=M"1'5=10,—Jn'"?@—0)+op(1)
and
(3.4) J=M"YWM=7+0p(1).

Now we define the one-step MELE by
0. =0+n"Y2J7T.

It follows from (3.3) and (3.4) and the n'/?-consistency of § that the one-step
MELE 6. is central. Let us summarize this in the following theorem.

THEOREM 3.1.  Suppose condition (A) holds. Then the one-step MELE

0, is central.

Note that we can always take M = M = al}, for some positive a. Suppose
that n'/? (9~ —0) is asymptotically normal with mean vector zero and positive
definite dispersion matrix D. Then we can take M = aD,, and M = aD, for
some positive a and some consistent positive definite estimator D,, of D.
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Method 2. Guided maximum empirical likelihood estimation using one-
step estimators. Let 0, denote a one-step MELE. Although this estimator is
central under condition (A), we might want to slightly modify it to resemble
more a MELE. Roughly speaking our second method works with an approx-
imate maximizer of %, () in a ball of radius cn~/2 centered at the one-step
MELE. More precisely, we call an estimator 6 that satisfies n'/2|f — 0,] < ¢
and

Hn(0) > e V" sup R, (9)
|9—0,|<cn—1/2
for some (small) positive ¢ a (generalised) maximum empirical likelihood
estimator guided by a one-step estimator, short GOMELE. If the map ¢ —
%n('l?) is upper semi-continuous, then we can take 6 to be a maximizer of
%, on the random set {9 € © : || — 0,] < ¢}. Such a maximizer may no
longer exist if we do not have upper semi-continuity. In this case, we need
to work with the more general definition.

THEOREM 3.2.  Under condition (A) every GOMELE is central.

PROOF. Let us set A, = n'/2(6, —6) and A = n'/2(§—40,). Then we have
LA+ A) > sup L (A, +1t) — 1/n.

lt|<c
Since A, is bounded in probability, the ULAN condition implies
sup | Z(Ax + 1) — h(Ay + 1) = op(1)

jt]<c

with % as in (1.2). Since 6, is central , we have A, — J I}, = op(1) and
thus

sup |h(Ay +1t) — 1/20) T, +1/2tT Jt| = op(1).

[t|<c
Thus we have the expansion

sup | Zn (A +t) — 1/20 7 I, + 1/2t T Jt] = op(1).

[t|<c
From this and the invertibility of J we immediately conclude the desired
result A = op(1). O

Method 3: Guided mazimum empirical likelihood estimation using a n'/?-

consistent estimator. Guided (generalised) maximum emprical likelihood es-
timation can also be done using the n!/2-consistent estimator 6 rather than
the one-step estimator. This, however, requires a larger neighborhood and a
stronger version of the ULAN condition.
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THEOREM 3.3.  Let condition (A) hold and let C,, be a sequence of posi-
tive numbers tending to infinity and satisfying C,, = 0(n1/2). Suppose that
() =t +1/2tT Jt
(3.5) sup [Zn(®) - +2 / |
It|<2Cn (1+1[t))

=op(1).

Then an estimator 0 that satisfies |§ — 0] < C,, and

Fa(0) > e V" sup Ba(V)
nl/2|9—0|<Cp

1s central.

PROOF. Set A = n'/2(f —#). Then, with h as in (1.2) and X the smallest
eigen value of J, we have

Zn(A+1)=h(A+1)+ Ru(t)
< ST = NA £ £ = T+ Ra(0)
< ST T T = At = 177 T = A+ Ra)
< %[—AW + 2\t — A+ 1) J70,] + R, (1)

where supy<¢, [Rn(t)|/(1 + [t])? = op(1). Let ¢, < C,, be a sequence that
tends to infinity. It is now easy to see that
sup (A +1t) = —o0
Cngmgcn
in probability. From this and £,(0) = op(1), we derive P(n'/2|0 — 0| >
¢n) — 0. Since ¢, is arbitrary, we conclude the n'/2_consistency of 6. The
desired result now follows as in Lemma 3.1. O

From a practical point it is preferable to work with a very slowly growing
Cy, say C, = (logn)'/2. Sufficient conditions for the strengthened version
of ULAN needed in the theorem can be given by strengthening (L0)—(L2).
A general result will be given in Section 5. Here we mention the special case
for C,, = (logn)'/2.

LEMMA 3.2.  Suppose (L0) holds, Ellog(1 + |ug(Z,0)|)|ug(Z,0)|?] is fi-
nite, and we have the rates

Sup *Z!% (25,0 +n7"%t) —uq(Z;,0)]* = op((logn)~'/?),

[t|<2(log n)1/2 n j=
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and

‘n’lﬂ S0y (an(zj, 0 +n~2t) —ug(Z;, 9)) - At’
=o0

p(1),

sup
jt/<2(log n)1/2 1+t

for an m x k matriz A of full rank k. Then (3.5) holds with C,, = (logn)'/2.

4. Empirical likelihood ratio testing. In this section we shall dis-
cuss empirical likelihood ratio testing. For this we assume again the setting
of the introduction and require that (L0)—(L2) hold so that we have the
ULAN condition for the likelihood ratio. We do not separately discuss the
case for the conditions (K0)—(K2) as this is just the special case with ur = u
for all R € 2 and 1, = u.

We begin with a preliminary result. Let us set

n
U, =n~1/? Z WY2uq(2;,6).
j=1
In view of Theorems 2.2 and 2.3, a central estimator 0 satisfies the expansion
—2log % (0) = U] (I —T14)U,, + op(1)
with Il 4 the idempotent matrix

My =W 244" w4t ATw 12,

We are interested in testing the null hypothesis Hy : 0 € Oq for some
subset ©p of ©. We assume that ©g is the image {¢(t) : t € A} of some
open subset A of R! under some injective differentiable function v which
has derivatives of full rank [ < k. With ©(y we associate the submodel

Py={Re 2:k(R) €Oy}
and the functional k¢ from 2 onto A defined by
ro(R) = ¢~ (k(R)), Re 2,

where )71 : ©g — A is the inverse map of 1. Suppose from now on that @
belongs to ©g so that the null hypothesis is true. Then there is a unique 7
in A such that = 1 (7), and the derivative B of ¢ at 7 has full rank [. We
have

Yt +n"Y2%) =0 +n"V2Bs +n Y2,
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with t,, = n'/2(ip(17 + n=1/2s) —1h(1)) — Bs — 0. It is now easy to see that
for every finite constant C'

sup *Z @ (Z, (7 + 17 28)) = u(Z5, (7))* = op(1)

|sl<c M

and

sup WZ Zy 0 + 07 12) = u(Z, (7)) + ABs| = op(1).
ls|<C

Thus the analogues of the conditions (L0)—(L2) hold for the submodel 2
and the functional kg. The roles of %, 6, and A are now played by %, o 1,
7 = ko(Q), and AB. Thus Theorem 2.2 yields the expansions

sup | — 2log Z, (V(1 +n"V%s)) — (U, — ABs) "W~ (U,, — ABs)| = op(1)
|s|<C

and

sup | Zu(d(r +n"V2s)) —s"BTI, + TBTJBS| =op(1)
|s|<C

for every finite C' with I, = ATW~'U, and J = ATW~'A. Hence a cen-
tral estimator 7 of 7 for the submodel satisfies the expansion

. 1 ¢ _
(4.1) F=14 nleu(zj,e) +op(n~1/?)
J:

with M = (BTATW='AB)"'!BTATW~!. The delta-method yields the ex-
pansion

B(7) =6 12 BMu(Z,0 + op(n~2).

3

Thus we find
_210g'@n(¢(%)) = U’;LF(I - HAB)ﬁn + 0P<1)
with Il 4p the idempotent matrix defined by

g =W V2ABBTATWAB)"'\BTATW /2,
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Analogous to the classical likelihood ratio, the empirical likelihood ratio
test rejects the null hypothesis for small values of the test statistic

SUPyeo, @n (19) _ SUPteA @n(w(t))
SUpyeg %n(V) Supyeg %n(V)

It will be more convenient to work instead with the test statistic

_ A7)

n(0)

where 6 is a central estimator in the full model and 7 is a central estimator
in the submodel 2y with functional xg. In view of the previous results, we
have the expansion

—2log T, = U,] (14 — T p)U, + op(1).

The matrix I[14 — [I4p is idempotent with trace k — . Thus —2log T}, has a
limiting chi-square distribution with k —[ degrees of freedom. Consequently,
the test 1[—2log T}, > x3_,,(k —1)] has asymptotic size a. The above shows
that the empirical likelihood ratio test behaves like the usual parametric
likelihood ratio test.

5. A general result. Let Ty1(t),...,Tp,y(t) be m-dimensional random
vectors indexed by t € R¥, where k < m. Let C, be a sequence of positive
numbers such that inf,, C,, > 0 and C,, = o(nl/ 2). We are interested in the
asymptotic behavior of the empirical likelihood process

R (t) = sup{ ﬁmrj imE Wn,iﬂﬂ‘nj(t) = 0}, |t] < Cp.
i i=1

To this end we shall use the following result which is a special case of Lemma
5.2 of Peng and Schick (2010).

LEMMA 5.1.  Let x1,...,x, be m-dimensional vectors. Set
n n
* = _ 1 _ 1 T
z* = max |z;, :U——E xj, S——E TT;
1<j<n n 4 n 4
Jj=1 Jj=1

and let A denote the smallest and A the largest eigen value of the matriz S.
Then the inequality A > b|z|z* implies

A3> 2n|z|3z*
)

~T o1
. — — < R O —
(5.1) 2log#Z —nz' S az‘ (A+ Nz
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where

%:sup{ﬁmrjzwe :@n,zn:mzi:O}.

j=1 =1

Motivated by this we introduce the quantities

Th(0) = max Ty Ta) = Y Tuj(®), Sult) =+ > Tus(OT0)

We impose the following conditions.

(B1) supy<c, (1 +[t)T5(¢) = op(n'/?).
(B2) There is a positive definite m x m matrix S such that

sup [, (t) — S| = op(1).
[t|<Ch

(B3) There exist k-dimensional random vectors U,, and an m X k matrix A
of full rank & such that U, = Op(1) and

T, (t) — U, + At
qup VATn(t) = Un + At] _
[t|<cC 1+ [¢]

op(1).

We have the following result.

THEOREM 5.1.  Suppose (B1)-(B3) hold. Then

sup | — 2log Zn(t) — (Uy, — At)TS_l(Un — At)
1t <C (1+ [¢])?

= op(1)

and therefore
|log (%, (t) %, (0)) —tT ATS™U,, + %tTATS_lAt\
sup —
[t]<Ch (1+ [t))?

op(1).

PROOF. Let A\, (t) and A,,(t) denote the smallest and largest eigen values
of S,,(t). It follows from (B2) that there are constants 0 < n < K < oo such
that

(5.2) P(sup Ayu(t)>K)—0 and P( inf A\, (t) >n) — 0.
[t|<Cn [t|<Cn

It follows from (B3) that
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This and (B1) yield

(5-3) o T5,(6)| T ()| = op(1)

and

nT ()| T, (1))
up "TAOT(0)
<c  (1+[¢)

From (5.1) — (5.4) it follows that

(5.4) = op(1).

| = 20og Zu(t) — nT(t)TSu(0) T ()]
(55)  sup @+ 1)

=op(1).

From (B2) we derive

sup [S,(t)™t = S = op(1)
[t|<Cn

and thus obtain the expansion

Tn(t) "Sn(t) 1 Tp(t) — nTy(t) TS~ T,(t
(5.6) sup [T (t)  Sa(t) n(t) 7; n(t) n(t)] = op(1).
[t1<Ch (L+1t])
The first conclusion in the theorem follows from (5.6), (5.5) and (B3). The
second conclusion is a simple consequence of the first one. ]

From the above we immediately derive the following result which gives
sufficient conditions for (3.5). The assumption used in this result imply (L0)—
(L2), and we use the notation of section 2. We need the following stronger
version of (L2).

(SL2) For an m x k matrix A of full rank k& we have the expansion

S (it 0, 0) 8
sup .,
[t]<2Cn 1+ [¢]

p(1).

LEMMA 5.2. In addition to (L0O) and (SL2) assume that we have the
rates

(5.7) sup max C,|Un(Z;,0 + n~/%t)| = op(n*/?),
[t|<C, 1S9<n
1~ _
(5.8) sup = |in(Z;,0 +n7V2t) —uqg(Z;,0) = op(1).
lt<2C, ™ 5
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Then we have the expansion

s | — 2log Z, (0 + n~Y2t) — (U, — At) "W~ (U, — At)|
1t]<Cr (L + [¢])?

and this imples (3.5).

= Op(l),

PROOF. The desired result follows if we verify the assumptions of Theo-
rem 5.1 with T,;(t) = @,(Z;,0 +n~'/?t), S = W, and U, as in (2.1). Note
that (B1) follows (5.7) and (B3) from (SL2) and the central limit theorem.
We are left to verify (B2). To simplify notation we set w(z) = ug(z, ) and
Wy, = 2370 w(Zj)w' (Z5). Since [ |w|?dQ is finite, we obtain

(5.9) (Wi — Wa| = op(1).
Then (B2) follows from (5.8), (5.9) and the bound

n n

0" (§4(1) ~ Waal = ]% S @ in(Z, 0+ 07207~ S (@ Tw(Z,))

j=1 j=1
Z [w(Z;)[*Dn)/?

valid for every unit vector a in R¥, every t with |t| < C,, and with D,, the
left-hand side of 5.8. The above inequality was already used in Peng and
Schick (2010), see their (4.3). O

REMARK 5.1. Note that we have the bound

4 —1/24)| < 7.0 1/2H1/2
o, 222 (0 0L < i a2, O % D

Thus we can replace (5.7) and (5.8) by the conditions

(5.10) U* = max |ug(Z;,0)] = op(n'/?/C)
1<j<n
and
(5.11) \t|ill2% Z [in(Z;,0 + n~1/2%) - ug(Z;,0))> = 0,(C;,?).

The first condition can typically be verified under additional moment con-
ditions on T = |ug(Z,0)|. For example, if E[[T?log(1 + T)] is finite, then
we have

U* = 0,((n/logn)'/2.
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1/2

Indeed, with 7, = s(n/logn)'/ and s > 0, we have the bound

nE[T?log(1 + T)1[T > ny]]
15 log (1 + 1)

which tends to zero by the Lebesgue dominated convergence theorem and
the fact that n/(n2log(1 + n,)) is bounded. This verifies Lemma 3.2.

PU* >mn,) <nP(T >n) <

PROOF OF THEOREM 2.2. Fix a finite C. The desired result follows from
Lemma 5.2 with C,, = C. In view of tjhe previous remark it suffices to
verify (5.10), (5.11) and (SL2) with C,, = C. Since [ |ug(z,6)|dQ is finite,
we obtain

. — 1/2
(5.12) max [uq(Z;.6)] = op(n!/?)
which is (5.10) for the C,, = C. Of course, for C,, = C, (L1) is equivalent to
(5.11) and (L2) is equivalent to (SL2).

6. Inference about quantiles. Throughout this section Xi,...,X,
are independent copies of a random variable X with continuous distribution
function F. We shall focus on inference problems related to quantiles as
these provide constraints that are not regular. We let F~1 denote the left
inverse of F' defined by

F~'(y) =inf{z € R: F(z) >}, 0<y<l1.

We say F' is y-regular, if v belongs to the interval (0,1) and F has a positive
derivative at F~1(v). If F is y-regular, then F~1(v) is the unique vy-quantile
and the sample y-quantile ¢, obeys the expansion

+ Op<n_1/2).

= Fi(y - Ly WG S P —y

b " F(F()

The latter is equivalent to

n B S |
Gy = F_I(W) + % Z} ¢<XI;,(FF1(§;))W) + Op(n_l/2)7

where
(6.1) d(z,y) =~1[z > 0] — (1 — v)1[z < 0].

In the following examples the verification of the conditions (K1) and (K2)
will rely on the following well known result.
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LEMMA 6.1. Suppose that F is differentiable at some q. Then the fol-
lowing hold for every finite constant C,

sup = SOILLX; < g+ n V2] — 11X < g2 = op(1)
|t\<C”Z ’

and

sup |n~ 1/22 1[X; < g+ n V4] —1[X; < q] — tF'(q)| = op(1).
t|<C =

The above hold also if < is replaced by <, and if < and F'(q) are replaced
by > and —F'(q).

EXAMPLE 6.1. Let us assume that F' is y-regular. We want to estimate
the y-quantile § = F~1(y) of F using the empirical likelihood approach.
Since F' is continuous, 6 satisfies F[X; < 0] = ~. This suggests to look at
the empirical likelihood

P —sup{Hmr] WE@n,Zﬂj [(X; <q] - ):O}, qg€R.

In view of Lemma 6.1 and the ~y-regularity of F, the conditions (K0)-(K2)
hold with u(z,9) = 1[z <¥J] —v, W =5(1 — y) and A = —F'(#). Thus we
obtain from Theorem 1.3 that every gMELE 0 satisfies

A 1~ 1[X; <0 —~ _
f=0--y - 1 172,
P D T
Consequently the gMELE is asymptotically equivalent to the sample quan-
tile.
We have E[p(X — 0,7)] = 0, where ¢ is defined in (6.1). Thus, we can

also work with the empirical likelihood
n n
Fno(a) =sup { [[ ;s 7€ 20, m0(X; — q.7) =0}, qeR.
j=1 j=1

For this choice the conditions (K0)—(K2) hold with u(z,9) = ¢(z — 9,7),
W =~(1 —~) and A = F'(#). Thus every gMELE obeys the expansion

0= e+;zlw + op(n~1/2),
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If v = 1/2, we could also work with the empirical likelihood

n n
Hn3(q) = sup { Hmrj i E Py, ijsign(Xj —q) = O}, q€R,
j=1 j=1

with sign(z) = 1[z > 0]—1[z < 0]. For this choice, the conditions (K0)—(K2)
hold with u(z,¥) = sign(z —¥), W = 1 and A = 2F’(). Thus a gMELE
obeys the expansion

n

- 1 sign(X; —0) _1/2
H—H—i—n; 2F(0) +op(n=/7).

It is easy to show that the sample median is a MELE.

REMARK 6.1. We should point out that the previous example is one of
the few cases where there is an explicit formula for the empirical likelihood.
For example, the first empirical likelihood is given by

(6.2) Pn1(q) = 1[0 < N(g) < n] (J\?(ZQN(Q) (m

where N(q) = >~7_; 1[X; < ¢. Indeed, as shown by Owen, see Owen (2001),
we have

)”*N(Q)

9

s 1
wuo = U aam=a—

if ¢ is a solution to the equation

n

10X, <ql—~
2 1+ ¢(1[X; <q]—7)

=0,
=1

subject to 14+ ((1[X; < ¢q] — ) > 0, and Z,1(q) = 0 if no such ¢ exists. No
such ( exists for N(¢) = 0 and N(g) = n. The left-hand side of the equation
can be expressed as

N @) ey — (- N

A unique solution of the equation is then given by

_ N(g)—ny
ny(1=7)
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on the event {0 < N(g) < n}. On this event the quantities 1 + ((1[X; <
q] — ) are positive. Simple calculations show that %,1(¢) has the desired
form (6.2).

From (6.2) we derive the identity

1

3
|

Fn1(9) = Y 1[X ) <9 < X(j41)l97(,n),
j=1
where X1y, ..., X(,) are the order statistics and
1—vy\v—Z/y\®
— (2 i
gy(@,y) =y (y_$) (x) , O<z<y.

It is easy to check that the function x — g, (z,n) is increasing on the inter-
val (0,n7] and decreasing on the interval [n+y,n). This shows that, almost
surely, the function ¥ — %,1(1) is piecewise constant, non-decreasing on
(=00, X(,+1)) and non-increasing on [X(y, +1),00), where k, is the integer
part of ny. Thus the gMELE based on the preliminary estimator X,,) is
given by

1(gy(kn,n) > gy(kn + 1, n)]X(kn) + 1[gy(kn, 1) < gy(kn + 1, n)]X(kn—l-l)'

One can also show that

n—1 n—1
Fna(9) =D 1[X() <9 < Xjon)lgy(Gon) + Y 1X () = gy (G, = 1).
=1 i=2

The function y — g-(z,y) is increasing on the interval (z, /7] and decreas-
ing on (x/7,00). This shows that g,(i,n—1) > g(i,n) fori =1,...,k, and
g(i,n—1) < gy(i,n) for i = k,+1,...,n. Thus a MELE exists in this case.

The above example is easily extended to cover the simultaneous estimation
of several quantiles. Let us sketch this briefly.

EXAMPLE 6.2. Let 0 < 73 < -+ < 7m < 1 and assume that F is ;-
regular for i = 1,...,m. We set 6 = (61,...,60,,)" with 6; = F~1(y;) for
i =1,...,m. Note that 6 belongs to © = {9 € R : ¥ < --- < I,,}. We
can work with the empirical likelihood

1[Xj < 191] -M

,@n4(19):sup{ﬁn7rj:7r6<@n,i7rj . :0},
i=1 =1 \1[X; <] —m
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defined for ¢ € ©. Here (K0)—(K2) hold with A = —diag(F'(61),..., F'(6m))
and W the matrix with entries W;; = v; —v;y; for 1 <14 < j < m. From this
and Theorem 1.3 we find that the i-th component 6; of a ¢gMELE 0 satisfies
the expansion

A _ p l S 1[Xj <0l -y —1/2
01 —01 n]:zl F’(@Z) —|—0p(7’L )

Of course, we could also work with the empirical likelihood

n n A(X; —D1,7)
%n5(ﬁ):sup{Hnﬂj:ﬂ€93n,Zﬂj :O},
j=1 j=1 H(Xj — Om,Ym)

for ¥ € ©. Now A = diag(F'(61),..., F'(0)) and W is as before. From this
and Theorem 1.3 we find that the i-th component 0; of a gMELE 60 satisfies
the expansion

; 1~ ¢(X; —0i,7) 172
0; =0+~ :
+njz; F’(Gi) —l—Op(n )

The above empirical likelihoods can be used to test composite hypothesis
about quantiles. We explain this in a concrete example.

EXAMPLE 6.3. Suppose that F is i/4-regular for i = 1,2,3. We want to
test the null hypothesis Hy : 01 +603 = 265 about the quartiles §; = F~1(i/4),
1 =1, 2,3. The empirical likelihood associated with the quartiles is

R () = sup{ ﬁmrj ‘me gzn,zn:wju[xj <) —ifd) =0, i= 1,2,3},

j=1 J=1
where 9 is such that 7 < 99 < ¥93. We take
Qo = {¥(t1,t2) = (ta — t1,ta,ta + 1) 1t; > 0,tg € R}.

Let now 7 be a gMELE for the empirical likelihood Z%,,(1(t)). Then the
test statistic —2log %, (1 (7)) has a limiting chi-square distribution with 1
degree of freedom. Consequently, the test 1[—2log %, (¢ (7)) > x3_,(1)] has
asymptotic size a.

EXAMPLE 6.4. We assume that X has a finite variance o2 and its distri-
bution function F' has a positive derivative F'(mp) at its (unique) median
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mp. We want to test whether the mean pp of F' equals the median mp. For
this we look at

Hn(q,) = sup { Hmrj cme Py, Zﬂ'j <Slgr‘;§Xj; q>) = 0}, q,m € R.
j=1 j=1 J

The assumptions (K0)—(K2) hold with

u(z,q,7) = (Sigz(f;”), A= [QF/%mF) ‘1)] and W = [/1) ;’2} ,

where p is the covariance of ¢ = X — up and sign(X — mp). This follows
from Lemma 6.1 and the calculations

1 n
- Z lej — n~1% — gil> < t?*/n,
j=1

and

n~1/? Z(Ej —n V2 - gj)+t=0.
j=1

The map ¢ can be taken to be 9 (t) = (¢,¢)" and has derivative (1,1)" of
rank 1. It is easy to see that %, (q,r) is maximized by ¢, 7, where ¢ is the
sample median and 7 is the sample mean and that %,(¢,7) = 1. The em-
pirical likelihood ratio statistic 7}, simplifies to T,, = %, (7,7), where 7 is a
gMELE (guided by the average of the sample mean and sample median) un-
der the null hypothesis of the common value 7 of ur and mg, and —2logT;,
has a limiting chi-square distribution with one degree of freedom. From this
we conclude that the test 1[—2log T, > x3_,(1)] has asymptotic size a.

In the next examples we address estimation of a quantile under additional
assumptions on the underlying distribution function F.

EXAMPLE 6.5. Suppose F'is y-regular and has zero mean and standard
deviation . We estimate § = F~'/2(v) using the empirical likelihood

R (V) = sup{ ﬁmrj ‘T E ‘@”’iﬂj <1[Xj i,ﬂ] _7> = 0}, ¥ € R.

J

It is easy to check that (K0)—(K2) hold in this case with

w(z9) = (1[z qu} ’7)7 W [7(1p7) UPQ} Cand A— [F(;(e)}
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where p is the covariance between X and 1[X < 6]. Thus every gMELE 6
of 6 satisfies

n

< 2
Z 1 X Q]F/ Y — p/O' X Op(nil/z)

0= ®)

3\'—‘

J=1
and has asymptotic variance (y(1 — ) — p?/a?)/(F'(9))>.

EXAMPLE 6.6. Suppose F' is y-regular for some v # 1/2 and has known
median 0. To estimate § = F~1/2 (7), we rely on the empirical likelihood

[X; <] —
_sup{Hnﬂj ﬂe,@n,Zﬂj( Sign(X,) ):O}, 9 € R.
It is easy to check that (K0)—(K2) hold in this case with

u(z,9) = (”Zéﬂ‘?z)_ 7), W= [7(1;7) ﬂ and A= {_F(; (9)}

where p is the covariance between sign(X) and 1[X < 6]. Thus every gMELE
0 of 0 satisfies

E”: [X; < 0] - 7(6) pEn(Xs) | 1/2)

and has asymptotic variance (y(1 —~) — p?)/(F'(9))>.

EXAMPLE 6.7. Suppose F' is 7-regular for some v > 1/2 and 2F — 1
is odd. The latter implies that X and —X have the same distribution. To
estimate §# = F~1/2(v), we rely on the empirical likelihood

(V) = sup { Hmrj i E ,@n,ZWj(l[Xj <Y +1[-X; <V -2y) = 0},
j=1 j=1

defined for ¢ € R. The conditions (K0)—(K2) are met by u(z,9) = 1[z <
U+ 11—z <] —29, W = 6y — 442 — 2 and A = —2F’(#). Thus every
gMELE 6 of 6 satisfies

2’1:1[Xj§9]+1[ X; <0 -2y

= 2 0)

+op(n~Y?)

1
n 4
Jj=1

and has asymptotic variance (6y — 472 — 2)/(2F"(6))2.
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7. Residual-based inference about a quantile. Let Zy,..., 7, be
independent replicas of the random vector Z = (X T Y)T which forms the
linear regression model

Y =P+ 8 X +¢,

where € and X are independent, X has a positive definite dispersion matrix,
and € has mean zero, a finite variance o2, and a uniformly continuous density
f with {f > 0} an interval. We are interested in estimating the y-quantile
0 of £ for some 0 < v < 1. If the error variables €1, ...,&, were observable,
we could work with the empirical likelihood from Example 6.5

Fn (V) = Sup{ ﬁmrj 1TmE L@n,znjﬁj <1[€j ngﬁ] B ’y> = 0}
, —

which takes into account the fact that the errors are centered. A naive ap-
proach would now be to replace the unobservable error variables by the
residuals €1, ...,£&y,, based on the least squares approach. While this choice
yields the desired (L1), it does not produce (L2). This follows from the fact
that the sum of the residuals is zero. We should also point out the following
additional properties of the residuals.

(7.1) My, = max |&j —&j| = op(1)
and

1 n
7.2 Dy=—) |4 —¢i>=0p(n").
(7.2) n;|5j &l p(n")

To find an appropriate choice of ug, we start with the fact that the least
squares residuals satisfy the property

n

73) sl 3 (1 <ol -1l < o] - f@);) | = op(n),

n
zeR j=1

This can be derived from results of Koul (1969) for the fixed design case
and MSW (2007) for the random design case used here, see also Remark 2
in MSW (2008). The above expansion suggests to work with the empirical
likelihood

n

P (9) = sup{ﬁmrj i E Py, Y T (1[éj <Y —v+ f(ﬂ)s}) = O},

j=1 j=1
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where f is a residual based kernel density estimator of f,
A 1 & Yy —E;
S LER(E), ven
fly)=— ; ; y €

with K a symmetric density. If K is Lipschitz and the bandwidth b satisfies
nb* — oo and b — 0, then the residual-based density estimator f is uniformly
consistent,

If = Flloo = sup | £(y) = F(v)| = op(1).
yeR

This follows from uniform consistency of the error-based kernel estimator

=
&
|
pu
&
N
|
=)
INgE
=
<
|
o™
<&
A
h
)
XS
[\

with L the Lipschitz constant for K. To have uniform consistency, we assume
from now that K is Lipschitz and that the bandwidth b satisfies nb* — oo
and b — 0.

Here we have

uQ(Z,9) =1le <] — v+ f(d)e
and
W =~5(1—7) + f2(0)0* + 2f(0)E[e1[e < 0]].

Let us now show that (L1) and (L2) hold, the latter with A = —f(0). We
conclude (L1) from the inequality

sup %Z 11[8; <O +n~V28 + f(0 +n~V2t); — 1e; < 0] — £(0)ey]’
[t|I<C j=1

1< - 3
< =D 31le; — 6 < My + O~ 4 3Du 1115
j=1

l - 2011 £ _ —1/2,\ 2
45 22350 = oo + sup 10+ 07 1%0) = J(O)])%

j=1 I<
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Since the residuals sum to zero, the desired (L2) follows from the inequality
n2Y (10 < 04 07 ]~ 1, < 0] - F(0)e;) — F(O)]
j=1
< ‘n_l/Q 3 (1[@ <O+ 02— 1e; <O+n V2] - f(0+ n—l/%)sj) )
j=1

+ ‘n_l/szn; (1[53' <O+n V2 = ey < 0] (F(0+n'?t) — F(e”)‘

+ |02 (E(0 + 0712t — F(9) — t£(6)]

)

17O+ ) = f(O)|[n 7Y e
j=1

equation (7.3), properties of the empirical process and the uniform continuity
of f.

We obtain from Theorem 2.2 that a gMELE 6 (guided say by the sample
quantile of the residuals) obeys the expansion

(7.4) é:e—:jj (WHJ-) +op(1).

j=1
The asymptotic variance of a gMELE is thus

W=7 | 5, Bl <]

129 f(0)

The first summand is the asymptotic variance of the sample quantile based
on the actual errors. The sum of the last two terms may be negative. Indeed,
if f is a centered normal density, then the sum of the last two terms equals
—o2. Thus the gMELE can have a smaller variance than the sample quantile
based on the actual errors.

The above results for linear regression carry over to nonparametric re-
gression. Let us explain this in the simplest case when Z = (X,Y)" and
Y = r(X)+e, with r a twice continuously differentiable function and X and
€ are independent, with € having mean zero and finite variance, and X is
quasi-uniform on the unit interval [0, 1]. The latter means X has a density
g that is bounded and bounded away from zero on its support [0, 1]. Under
the additional assumption that the density f is Holder of order 1/3 and has
a finite moment of order greater than order 8/3, Miiller et al (2007) have
shown that there are estimators 7, of r such that (7.3) also hold for the
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nonparametric residuals £; = Y; — 7,(X;). These nonparametric residuals
also satisfy (7.1),

(7.5) Tlliéj = op(n”'/?)
j=1

and

(7.6) % Z(éj — gj)z — op(n_ﬂ)

J=1

for some p > 1/2. It is now easy to check that the kernel density estimator
f based on these nonparametric residuals is uniformly consistent for f if
also n”b* — co. Using (7.3), (7.5) and (7.6) one verifies (L1) and (L2) with
A = —f(#) and again obtains the expansion (7.4) for the corresponding
gMELE.

Expansions to nonparametric regression models with multivariate covari-
ates are possible using the results of Miiller et al (2009). The results in
Miiller et al (2007) and Miiller et al (2010) can be used to obtain extensions
to the partly linear regression model and to the additive nonparametric re-
gression model. In all these models one can construct residuals so that (7.3),
(7.5) and (7.6) hold and then obtains the expansion (7.4). We should men-
tion that we do not get (7.5) for all regression models. This is already so in
linear regression without an intercept.

8. Partial adaptation. In this section we look at the case when there
are several candidates for the function u. This happens often in semipara-
metric models. For example, we can identify the location parameter in the
symmetric location model as the mean or as the median. Either case pro-
vides a constraint function. Similarly, in a regression model with symmetric
errors we can estimate the regression parameters by either the least squares
approach or the least absolute deviation approach. Either approach pro-
vides a constraint function. The empirical likelihood approach lets us use
both constraint functions at the same time by stacking them into a new
constraint function. It is easy to check that if the constraint functions wuq
and uy satisfy conditions (K0)—(K2), so does the stacked constraint function
u = (u{ ,uq )" provided the matrices W (R) for this choice of u are positive
definite. In the next two examples we shall see that the gMELE associated
with the stacked constraint function u is asymptotically equivalent to the
linear combination sf; + (1— 5)92 of the gMELEs 6, and - associated with
u1 and ug respectively, with the smallest asymptotic variance. In particular,
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if the gMELE associated with u; provides an efficient estimator for some
distribution and the gMELE associated with us provides an efficient esti-
mator for another distribution, then gMELE associated with the stacked
constraint function w is efficient for each distribution.

Brown and Chen (1998) addressed these issues in the location problem
using the constraint functions for mean and median arriving at the same con-
clusions. They derived these results heuristically and for a smoothed version
of empirical likelihood, the least squares empirical likelihood as referred by
them (or the euclidean likelihood by Owen (1991)).

ExamMpPLE 8.1. Let Xi,..., X, be independent copies of a random vari-
able X, where X = §+¢ and ¢ has mean zero and a finite variance o2, ¢ and
—e have the same distribution, and their common distribution function F
has a positive derivative f(0) at 0. In this case we can estimate 6 by either
the sample mean or the sample median. Note that the sample mean X is a
solution to the estimating equation

1 n
- > X -9=0,
j=1
while the sample median M, solves the equation
1 n
- Z&gn(Xj —9)=0
7j=1
and obeys the expansion

M=oty Sl2g;l((g)j) +op(n-12).

Instead of working with either the sample mean or sample median, we could
work with a linear combination A(s) = sX + (1 — s)M, of the two and
select the coefficient s which minimizes the asymptotic variance. It is easy
to see that the asymptotic variance of 6(s) equals s202 + 2s(1 — s)v + (1 —
$)2/(4£%(0)) with v = E]|¢|] and is minimized by s = a/c where a = 1 —
2vf(0) and ¢ = 1 — 4vf(0) + 402 £2(0). One could now use the estimator
0(i/¢) with @ and ¢ estimators of a and ¢. If G and ¢ are consistent for a and
¢, then 0(a/¢) will be asymptotically equivalent to 0(a/c).
We shall now show that every gMELE of the empirical likelihood

K (0) = sup{ Hmrj I E ‘@"’Zﬂ-j <51g1)1%X;? 19)> = 0}, ¥ € R,
j=1

J=1
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is asymptotically equivalent to 6(a/c). We are in the setting (K0) with
u(z,9) = (z — 0,sign(z —9)) T and

(5 - )

Here (K1) and (K2) hold with A = [1,2(0)]", see Example 6.4. Doing the
necessary calculations we see that every gMELE satisfies the expansion

. 1 <& 4 Dsi ,
(8.1) 9:9+fzw+op(n4/2)j

n i c
where a and ¢ are as above and b = 202 f(0) —v. If f is a normal density, then
b=0and a =c=1-2/m and every gMELE is asymptotically equivalent
to the sample mean. If f is a double exponential density, then ¢ = 0 and
b= c=0/v2 and every gMELE is equivalent to the sample median. Since
a+2f(0)b = c, we can write (8.1) as

. 1 n . ) B
=0+ 155 (20 (- 2)55) o

This shows that every gMELE is asymptotically equivalent to 6(a/c). Thus
its asymptotic variance (02 — v2)/c is not larger than that of either the
sample mean or the sample median. The gMELE avoids estimation of the
unknown a and c.

Suppose that F has finite Fisher information for location. This means that
F has an absolutely continuous density f and the score function ¢y = —f/f
for location belongs to Lo(F'). Under this assumption one has

/:L‘Ef(:r)f(m) dr=1 and /sign(m)ﬁf(a:)f(:z:) dx = 2£(0).

Let 1 be the function from R to R? defined by ¢(z) = [z,sign(z)]". Then the
function hy = ATW 1y equals [ €97 dF ([T dF)~'¢ and is therefore
the projection of the score function /; onto the linear span {a™) :a €
R?} of the components of . Moreover, ATW ™1 A equals i h?c dF. Thus the
expansion (8.1) can be written as
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EXAMPLE 8.2. Assume that Z1,..., 7, are independent replicas of the
observation Z = (XT,Y)" from the regression model Y = 6" X + ¢, where
¢ and X are independent, the matrix M = E[XX '] is well defined and
positive definite, € has finite variance o2, ¢ and —e have the same distri-
bution, and their common distribution function F' has a positive derivative
f(0) at 0. Here we could use both the least squares approach as well as the
least absolute deviation approach to estimate the regression parameter 6.
Motivated by the previous example we instead look at the gMELE of the

empirical likelihood

P —0TX) N\
_sup{Hnﬂ'j ™ e "’Z XSlgn —9X) }
Here we again are in the setting (K0) with

wz,9) = <Xs§§1(1)(/Y_—191)9(T) X)) and W' = [UVQJ\]? VJ\]\; ] '

The conditions (K1) and (K2) are now be verified with A = [M,2f(0)M]"
Let 7 = 02 — 2 and a, b and ¢ be as in the previous example. Then we have

W=

o2 —12 |—vM~ 1 2Mm1

1 [ Mt VM—l]
and thus obtain that ATW~! = (1/7)[al,bI] and ATW A = ¢/TM. Thus
every gMELE obeys the expansion

£ MK [(a/e)e; + (bfe)sian(ey)] + op(n7?)
=1

and has asymptotic variance 7/cW 1. As in the previous example we find
that this estimator is asymptotically equivalent to the least squares esti-
mator for a normal density f and asymptotically equivalent to the least
absolute deviation estimator for a double exponential density f. In all cases
the asymptotic variance of a gMELE is no larger than those of the least
squares or least absolute deviation estimators.
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