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Table 1.2
Table 1.1
Source ss df Ms Number of obs = 1,260
Source SS df MS Number of obs = 1,260 F(7, 1252) - 109.21
F(5, 1254) = 149.25 Model | 168.697151 7 24.099593 Prob > F = 0.0000
Model 166.011417 5 33.2022834 Prob > F = 0.0000 Residual 276.282816 1,252 .220673176 R-squared N 0.3791
Residual 278.96855 1,254 .222462959 R-squared = 0.3731 Adj R-squared = 0.3756
Adj R-squared = 0.3706 Total 444.979967 1,259 .353439211 Root MSE ] .46976
Total 444.979967 1,259 .353439211 Root MSE = .47166
lwage Coefficient Std. err. t P>|t| [95% conf. intervall
lwage Coefficient Std. err. t P>|t]| [95% conf. intervall
educ 0691306 .00525
educ .0708503  .0052325 exper 'gzzzxi ':z‘;;gji
exper 0389808  .0043524 expersa | = :
union .1884632  .0301843 . .
expersq -.0005986  .0000975 . . Y Omitted for the purpose of this exam
union 1924593 0301994 Omitted for the purpose of this exam female | -.4388235 - 028877
' ' belavg -.1388291  .0417749
female -.4421609 .0289766 abvavg 0070104 0302809
—cons -443611 -078859 _cons 4737302 .0795614
e e e g g m e m e

1.a) Based on the regression results provided, write out the estimated coefficients in the form

of regression equation (1.1). I et the estimated coefficients associated with educ;. Based
on Model (1.1), test whethef education has an impact on logarithm of\hourly wage-Show your

work. (Use a = 0.05)

ﬂog (\agt) = Po +P educ; + by eAper; + Paexpersy; + P, union; + f, femlei+y;

/ 29(M48:) * 0.4434 +0.0% eyt + 0030 LAPRY;-0.004 eapersy; +0.18 wniom- 0. 447 ferle

T . hl' s ol 0.06

A
Ho * "’0
u,:f,io
hll ¢ ;l"‘

TR

< 0-0105‘0
0. 0032

s 150340

beic by Jfinho: boss v . foows Jf: 115t
3 )

. i ‘-q‘

*t‘al? ten 50, Ne C‘ﬂub b Halhl s (Nv“ -Hwolksic)
or We o conclde Wt g i signifiomt I,
differiat fiors 2870 implying Hul education
varigWle o3 impacd on Jomarithen of hovdy toge.




NALISSARIN  JANTRQN
10 (304181403

1.b) What is the overall significance of the regression from Model (1.2)? What test do you use?
(Use o = 0.05)

> finJ e overall S;,ﬂiffﬂn‘ L’ m.‘,\, F-fest
He D PrzPozfye Prsbscpiopye0
Ha © OWerrise
o : 0.99
F-Shls ¢ 101.24 oyl
+ 0. -Valvt . . . .
PO ammaos T 1 o ke i
Wage varible,

1.c) If we are interested in testing whether “physical attractiveness” has an impact on logarithm
of hourly wage at all, what kind of null/alternative hypothesis would we be testing? Perform the

test and discuss your finding. (Use a = 0.05)

U= Phel « poby: 0
Ho = olherwise
& :0.05

bl (el -4))
1-R%, [in-k-1)

¢ (0.3191-0.97%) /2
(1-9:3%1)/(1800- $-1)

» (.04%

Fer - df,- 171
dfy 2 01k 181, o 30-09

Feri = 3.080, Feri £ Feal g 2, “C tn ﬂiﬂl . (N"“' “1”‘“’”)
L ¢ (048 implying Wb phy sicl ot chveacss
W on oot on logari thim of haurly wayg.

Frstad IUmd:;(_h
) (v

1.d) Is there convincing evidence that women with above average looks earn more than women

with average looks? Explain.

= Auonl.'.\.) lo h\k \&w“ from 1.C) , We found Wat  physica) aunedivency

hq; re iﬂ\pd ow 'Dpvlﬂ\ﬂ of lert) lq,(,. Thawe fan, M s ho "y evidente o
paviae IoE I o Lil above svenye lok Wil eam rave tage Mon e

vornn hilh avnge ks,
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hhexp; = 9,736 — 2,835areqa; + 881child; + 1i;

(43.83) (—15.8) (6.82)

2.a) Do all the signs for each coefficient make economic sense? Explain.
D The eroviding modv| represints hovseloll expendilvie whith [ family Wb kv in
menicipal s relly cpind rure o P Family whe kv in ofwr Llowakions. A3 wll 3s
hvio\) ront chillien , Dase i3 mort hschll cxpease bo pry. Thse fwo varishles
(arta: and cwildi) offect e buseboll eepiaditie - Thanfore, Bhe siyus for €2t

l.oeffl't\'tn‘ make Cconomic senst.

2.b) Test each parameter separately if they are significantly different from zero or not. (Use a =

0.01)

# “. ° ﬁu :0
Ha & Pp %0 for eviny coefficieat
o 3 0.01

bevi = b, )fcn-h
* bo.or JF= 140083
z to.01,dF 214905
s L9

bl = ﬂ
,C'

B, o W33L-2 Lqvnoam Y beri @ ejeck Ho , Siyaifiesd
4.9

B0 LB L 13a.as0e ) ki W Keintle, signifitond
=154

s : 3% : : ranificond
B Tl 129.3680 O bivi =) Lejul lo, signiicn

oy loashat, 9rai o0 iy gk shiigliolly signi fiml from 280,

2.¢) Find the expected value of a household expenditure not living in a municipal area with 3

children aged under 15.

- Mot Rn'M, in mvaitipal ; UG e L]
Waviey 3 tillna 29e) vnder 15 ; 5 3

N
EChhedp;) = 9,330 -2,885(1) + an (3)

t 0,5¢¢

o fxpecke) walue of hhespi is 0,544



2.d) When an interaction term is included in this model, the result becomes with t value in
parentheses.

hhexp; = 9,693 — 2,742area; + 910child; — 64(area; * child,) + 1;
(34.38) (=655)  (5.17)  (—0.25)
Draw a diagram for this model displaying sampled regression functions (SRF) with expected
value of household expenditure on the vertical axis and number of children on the horizontal
axis, taking only significant parameter(s) into account. Indicate the intercept and slope for
each SRF where applicable. Testing of significance can be shortened.

- To les) s-'wl'imu ’ “'lh“ L
feri = 1Ay o #r0.08

T promker of Wi xchildi is _gag Which |-0.25]) {14

NARISSARIN JANTRO N
10° §304,4140%

T\u«.&-c' areq; = child; s vl Gi,n(ﬁmﬁ'. =0 \m « 4109 - 23423rt3; 4+ 10 c‘\(u;

twlnitpa) 2

m‘:‘}m 0 nw;ﬁ\n\ (v 20) ~ pihin by wob]
Olher betin # hhexp » 4143 - A10child
tlope = A10 inteveept = 1403
slope =M€ b o“\l\’ \CC‘M , (‘JH‘)'-‘\)

AWy

a9 4

()]

=5 ‘\fu\xp = 143 - 2341(Y) +“°¢\n'|“;
N
hhexp = 4191 4 v A2,
Slope 20 | intriepl « (051
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3.a) A VIF and tolerance table (postestimation) is given below

Variable | VIF 1/VIF

_____________ e

2.sex | 1.02 0.979129

age | 50.61 0.019759

agesq | 50.68 0.019731

weekot | 1.01 0.985618

_____________ e
Mean VIF | 25.83

Given that you are exploring multicollinearity assumption, which pair of variables that you
suspect they might be linearly correlated? Provide clear explanation what criteria (ion) that you

rely on making that judgement.

2 Actording b0 I hible, T valie of VIEd age and 29e8y ave vem by bl adv:“',
it svpposed fo lower Ihon 10. Th valve of dhair = shosld be closer 1y bt Hhe b3l valves
" quly 101 ) 100 which iy vem Jou ““r»in:, o Lk walwes of v’T of onr vasiaMes .

6, M\:p, all vobey b 'lo‘ W gnp\., we will Find I} Whase e varisbles ave \inm\\’ covre latel.
Fom Be w2s0ns provibing dbove, 292 d anesy might be lincnly convehsled,

3.b) From (3.a), do you consider removing one of the variables from the model? Why or why not
and which one that you choose to remove, if that is the case?

B According to I valve of wiE of ape and 29t5y whith wl exced 10

uvw) n MV\\'?Co\Emzril'y], Go ™8 fan  ehbonde 1 vavighl ad
e vest v B samee

3.c) The graph provided below is a scatter plot between @7 (vertical axis) and weekot;
(horizontal axis). Using the graphical method, do you conclude that heteroscedasticity is present
in this model or not. Explain clearly to support your answer.

2000 4 o

=» I-IQ\emSteJuHcibg is prewal i .
his rolel sinie. bt is 1o rebionship e

bl Bt gad mskoh . Pk of B i i
J\b coses ‘|0 200 M) o™ e SFM&& © 5 200 i:‘..fu;; R

ot I & Dl o fied e clope.
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3.d) An auxiliary model here is estimated and the result is given in the table below. 10" 1304441403
07 = By + Posex; + Psage; + Biagesq; + Psweekot; + v;

Source | 55 df MS Number of obs = 2,032
————————————— Fmm e e — ———————————————— F((4, 2027) = 9.52
Model | 829063.863 4 207265.966 Prob > F = 0.0000
Residual | 44148135 2027 21780.037 R-squared - 0.0184
————————————— e b e M Y Adj R-squared = B.,01l85
Total | 44977198.8 2,031 22145.3465 Root MSE = 147.58

uhat2 | Coef. Std. ErE. t P>t [95% Conf. Interval]
_____________ +________________________________________________________________
2.sex | -5.648899 6.630832 -0.85 0.394 -18.65286 7.355058

age | =-2.490434 2.37094 ~1.05 0.294 -7.140168 21593

age2 | .044175 .0301279 1.47 0.143 -.0149098 .1032599

weekot | .0229916 .0043502 5.29 0.000 .0144603 .0315229
_cons | 83.8484 44.4418 1.89 0.059 -3.307973 171.0048

From the table, setup the hypotheses and perform the Breusch-Pagan test to check that

heteroscedasticity is present in the original model or not.

—) ho * “onosuht‘:cih
Uy : Nebevoscedatici by

ot 0.0

tm = Nagt
= 1032 %0.01%¢
< 333488

thi-spoe o JF ket
thi-syore I 0 4 X = A48

fince n 9 71
BN Y a4

Jo He on wgal o, o) we e wie I} Mmm&,d;.;lj is pestnd in h wdl,



