Question 1. (12 points) Economic model of Crime.

1.a) Based on the regression results provided, write out the estimated coefficients in
the form of regression equation (1.1). Interpret the estimated coefficients associated
with avgsen. Based on Model (L1), test whether the average sentence served from
prior convictions has an impact on the number of arrests in the current year (1986).
Show your work. (Use a = 0.05)
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SNOwW your work. (Use a = U.Uo)

1.b) What is the overall significance of the regression from Model (1.1) and Model (1.2)?
What test do you use? (Use o = 0.01)

1.c) If we are interested in testing whether “ethnic background and legal income” has
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What test do you use? (Use a = 0.01)

I lc)Ifwe are interested in testing whether “ethnic background and legal income” he
an impact on the number of arrests in the current year (1986), what kind ¢
null/alternative hypothesis would we be testing? Perform the test and discuss yot
finding. (Use a = 0.05)
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2.a) Test all the parameters individually if each of them is significantly different from
zero of not.
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zero of not.

2.b) How much on average does a civil servant and state employee earns more or less
than the others disregarding the year? -
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2.c) How much on average does the pandemic affect wage overall?
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2.4

cuil Stamitst .
2.d) Are the control group and the treatment group better-off or worse-off during

the pandemic. Discuss each group separately, show your work and explain with
economic reasons according to the intention of this model.
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