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chapter Review : problems
Su Chaya Chul dit ok

Hetevoskedasticity can cause the usual as t statistics to be invalid ; assumption of homoscadasticity is violated
.

No
,
it requires just the coefficient not to be

"

I
'

!

Yes
,
violate the 4th assumption Elul Xl = 0 if the omitted variable is correlated with the independent variables in the model .

Ho : 133=0

HI : 133 7 7

~
The proportionate effect on log (salary ) is 10.00024) ( so ) = O - 072

.

Since this is a log - linear regression we multiply this by 700 in order

to obtain the it change ,
which is 7. 2.1 .

. Therefore
,
a so - point cetera's

paribas increase in Vos is predicted to increase salary by only 1. 2. l .
.

practically speaking , this is a very small effect for such a

large change in VOS.

we first need to obtain the 70.1 . critical value for one - tailed test
.

Since h is large I will use the approximation at df = a
. This comes

out to 1.282
.

We now need to calculate the e - statistic for this test
,
which is

E -

- ( 153 - O ) = 0.00024 = 0.44 a 1.282
.
We failed to reject the null hypothesis.

-

-

(se .
( Bg )) o - 00054



based on the sample , the estimated Vos coefficient appears to be different from zero only

because of sampling variation .
On the other hand

,
if ros is very correlated with the other explanatory

variables then omitting it from the regression may still bias the estimates .

Chapter Review : computer Exercises

Ho : 132=133

According the estimation
,
@ is insignificant at a 951 . confidence interval

,
hence we cannot

reject the hull hypothesis. Therefore , we conclude that 7 additional year of general

workforce experience has the same effect on log ( wage )
.
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There are 2,017 Observations left

we interpret pi , as a $1,000 increase in income corresponds to a $799

increase in net financial wealth .
We interpret Bz as a n year increase in age

corresponds to a $842 increase in net financial wealth .

Bo -

-

- 43.04
.

This is an individual 's net financial wealth when their income is $0

and their age is O
,
so this is the net financial wealth of newborn babies which we are

unlikely to be interested in .

The e - statistic is co . 843 - 71 10.092 T - 7.77
.

Against the one - sided alternative Hr : pic 1

the p - value is Pl T c - 7.771=0.044
.
we

can reject the null hypo . at S - l ' significance
level but not at the 1.1 . significance level .

we get an estimate of pig -

- 0.821 which is not

very different from the estimate of 0.799 in the

last veg .

Since this is an omitted variable question we

need to know the correlated btw . age and income
,
which

is 0.039 .
It can explain that the coefficient does not

change much .
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The elasticity of candidate A 's expense .

I - l - of change of Expend A is associated

with Pr - l - change of vote A .

Ho : 131=-132

both expense of A & D affect the outcome
.

Ho : By -1132=0

Let X -

- Pit P2

H o
'

- 9=0

Hi :X f- O

p , = x - 132
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