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Arastirma

Nonparametric and Semiparametric Spatial Econometric Techniques with Applications to the Real Estate

281189Markets: The Case of Istanbul, Except for a few aforementioned studies, it is more often observed that
relationships between office rent and its determinants are specified in a linear form by an a priori
assumption. This issue does not only pertain to office rent studies but also to studies in the social
sciences. According to Keele (2008), in social sciences, the linear functional form reigns supreme, and
researchers often ignore verifying the linearity assumption. Even though much effort is devoted to
checking assumptions about the nature of the error term, the issue is more often neglected by
researchers when it comes to testing assumptions about the functional form of the model. The
consequences of determining incorrect functional form are considered serious in terms of statistical
inferences. Hereunder, coefficient estimates and hypothesis tests are generally biased if the assumed
form is incorrect (Bera et al. 1993 Bera, 2000). In his simulation study, Keele (2008), consider
misspecification results that result from assuming linearity when the relationship between variables is
actually non-linear. He concluded that while the two variables are strongly related, the researcher might
achieve the finding that there is no relationship between variables. Specification errors resulting from
the wrong functional form might be overcome by nonparametric or semiparametric methods. These
methods do not make any a priori assumptions about the functional form, but they benefit from the
distribution of data to infer the functional form (McMillen, 1996). When discrete independent variables
exist in the dataset beside continuous variables, these variables will take part in the parametric form
with no doubt. If there is a single continuous variable determined by having a nonlinear relationship with
the dependent variable, that variable is modeled nonparametrically. In this case, the econometric model
will have two parts as parametric and nonparametric. This kind of models which include both variables in
parametric and nonparametric forms are called the semiparametric model.In this study, it is preferred to
use a semiparametric model rather than a nonparametric model. Because the office space rent is a
function of numerous attributes, including discrete and continuous variables, it would not be feasible to
estimate a fully nonparametric hedonic rent model. The aim of the study is to investigate the
relationships between office rent and its determinants by a semiparametric model allowing the
functional form flexibility. Secondly, it is attempted to make a comparison between the fully parametric
and semiparametric model in terms of model performance. Finally, in the search for a better hedonic
office rent model, the issue of including the geographical location for office spaces to the
semiparametric model in a smooth interaction form is discussed and examined by hypothesis tests., IL,
USA, Arastirma, 10.01.2018 -09.01.2019 (Uluslararasi)



