
Athicha K.
6104640062

Omitting an important explanatory variable can cause the usual OLS t statistics to be invalid. Because 
as we ignore the important explanatory variable, the coefficient of regression will be less than it should 
be which can result in the fact that the estimation become less precise leading to the unbiasedness.

After the controlling for sales and roe, 
we can test the null hypothesis such that 

Ho : B3 = 0
Ha : B3 ≠ 0

Salary is predicted to increase by 1.2% if ros increases by 50 points.
However, ros does not have a practically large effect on salary.
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No, as the return on firm’s stock has no impacts on CEO compensation. So, the increase in ros will 
not have any impact on CEO salary which indicates firm performance. Therefore, we will not include 
ros in a final model explaining CEO compensation.

P-value is 0.33 > 0.1 (Significant level)

So, we do not reject Ho at 10% significant level. 
Therefore, ros has no impact on salary.
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The slope of B1 means of the campaign expenditures by Candidate A increase by $1, the 
percentage of the vote received by Candidate A is expected to change by the value of B1.

Ho : B2 = -B1   ,   Ho : B2+B1 = 0
Ha : B2 ≠ -B1   ,   Ha : B2+B1 ≠ 0

The usual form:

VoteA = 45.0789 + 6.0833log(expendA) - 6.6154log(expendB) + 0.1520(prtystrA)

As A’s expenditure and B’s expenditure have a different value and sign, the change in both 
A and Bexpenditure will result in different outcome. Therefore, we can use these results to 
 test the hypothesis in part (ii).
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Ho : B2 = -B1   ,   Ho : B2+B1 = 0
Ha : B2 ≠ -B1   ,   Ha : B2+B1 ≠ 0

Assuming that we are testing the null hypothesis at 1% significant level.

P-value = 0.1587 > 0.005 (Significant level)

So, we will not reject the Ho as the P-value is greater than the significant level. That 
means a 1% increase in A’s expenditures is offset by a 1% increase in B’s expenditures.
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Then do the regression again .
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Ho : B2 = B3            Ho : B2 - B3 = 0
Ha : B2 ≠ B3           Ha : B2 - B3 ≠ 0

Ho : B2 = B3            Ho : B2 - B3 = 0
Ha : B2 ≠ B3           Ha : B2 - B3 ≠ 0

P-value is 0.1664 > 0.025 (significant level)

So, we do not reject Ho at 5% significant level as P-value is greater than the significant level. 
That means another year of general workforce experience has the same effect on log(wage) as 
another year of tenure with the current employer.
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Then do the regression again .
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From the data given, the single-person households which has
the family size of 1 have all together 2017 households.

The slope of -43.0398 means if the age of the survey respondents and annual family income is zero, the 
net financial wealth is expected to have the loss of $43039.8

The usual form:

Nettfa = -43.0398 + 0.7993(inc) + 0.8427(age)

The slope for annual family income of 0.7993 means if annual family income 
increases by $1000, the net financial wealth is expected to increase by $799.32.

The slope for age survey respondents of 0.8427 means if the age of survey 
respondents increases by 1 year, the net financial wealth is expected to increase by 
$842.7.

Therefore, we can conclude that age of survey respondents has a greater impact 
on net financial wealth that annual family income.
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The intercept of the simple regression of net financial wealth and annual income is quite different in 
both value and sign. In this case, even the net financial wealth is zero, the annual family income is still 
expected to be positive with $28,076.66

In terms of slope, the slope for net financial wealth of 0.1007 means if the net financial wealth 
increases by $1000, the annual family income is expected to increase by $100.7

To conclude, the slope is changed a lot as it reduces from $799.32 (inc on nettfa) to 100.7 (nettfa on 
inc). So, there is a greater impact of annual family income on net financial wealth (inc on nettfa) than 
that of net financial wealth on annual family income (nettfa on inc).

P-value for the hypothesis test is 0.0436. > 0.01 (significant level)

So, as the P-value for test hypothesis is greater than the significant 
level (0.0436 > 0.01), we not reject Ho at 1% significant level.

i:÷÷÷:÷÷÷÷i÷÷:: """± .
- 1.71

•

:

.


