The Hausman test is distributed like Chi-square statistic as follows:
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In this case, χ2[K] stands for the chi-squared with K degrees of freedom whereas 
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 are the estimated coefficients of the fixed effects and random effects models respectively. The symbol
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 represent the estimated covariance matrices of the slope estimator in the fixed effects model minus estimated covariance matrices of the slope estimator in the random effects model, excluding the constant term. In a nut-shell 
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 is the covariance matrix of the of the difference vector (
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). The null and alternative hypotheses of the Chi-square test are as follows:

H0: unobserved effects are uncorrelated with other regressors in the model

H1: unobserved effects are correlated with other regressors in the model
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