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With 3SLS, we would achieve more asymptotically efficient than ILS and 2SLS. However, it’s not 

preferable since there might be specification error exist which could make our model to be inconsistent. 

So, 2SLS may be more preferred since it surely gives us consistent and asymptotically efficient model. 

 

5. Beta 21 is the price elasticity of demand (percentage change in price over percentage change in 

quantity) and Beta 22 is the income elasticity of demand (percentage change in GDP over the 

percentage change in quantity) 


