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7.4 (i) the estimate seems reasonable because students with more calculus background are more likely to do better in a microeconomics course.  However, “calculus” is likely to be highly correlated with “mathematical ability or quantitative ability”.  Also, “mathematical ability or quantitative ability” are likely to have a positive impact on score. Therefore, the fact that “mathematical ability or quantitative ability” is omitted from the equation may have caused the coefficient associated with “calculus” to be biased upward.
(ii) Yes, they still help predict “score”.  The coefficient associated with “hsgpa” is still significant at 5% (because t = 2.57/1.26 = 2.03 which is greater than 1.96).  The coefficient associated with ACT is also significant at 5% (t = 0.742/0.122 = 6.08 which is much greater than 1.96).
(iii) Since adding “mothcoll” and “cathcoll” does not help improve R2 that greatly, we can say that “after controlling for other explanatory variables, “having a parent with a college degree” does not help predict performance in microeconomics principles. 



7.4 (for the older version of the textbook)
[image: ]
[image: ]
[image: ]
image1.emf

image2.emf

image3.emf

image4.emf

