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aus i and iii

iii omitting an important explanatory variables

If therearenotenoughexplanatoryvariables X therewillbe
some important x that are left in U Then E141 1,112110
which violateMLR4 So if we omit an importantexplanatory
variable in themodel the Ri will be biased

suppose i 0,12
i Heteroskedasticity

when omitting an important explanatoryvariable
E141 1,112140 and the covariance between u and
each x will not be 0 anymore there stillsome
explanatory variables 1 1 left in the errorterm cut



positiveimpact

i Ho 133 0 ros has no impacton CEOsalary1
Ha Bz 0 ros has positive impacton CEOsalary

ii 5010.00024 0.012 and 0.012 1.21
So ros does not have large effect on salary



n 209
k 3

iii d f n k i
209 3 7 205 use Z

2 I 133 0.00024 0 0.444
sepong 0.00054

reject since the z value does not
1

94
01 fall in rejection region we do

not rejectHo So ros has

1.28 no impact on CEO salary

iv No ros has no impact on CEOSAL

Sowhen adding it itwill make the variance worse
leven it make it increases


