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Second takenhome problem set Lcon o410

This is the second takehome problem set for Econ 5410, Fall 2017. This problem set will be
handed ont on Wednesday September 13, and you are required to hand in your solutions on
Friday September 15, at the start of your class.

“The file

5 ¢ gdt contains data on
US states' expenditnre o education. It contains twe variab

1. edspend = elementary and secondary school expenditures per student in 2000 for each
state

2. income = per capita disposable income in 2000 for each state
Answer the following questions:

1. Download the file from the web and load the file into Gn-,gl. Run a regression of
“edspend” on “income” (and an intercept). What values for fo and A, do yon find?

2. Do the data seem to suggest that education expenditure of a state will increase or
decrease with Income? Motivate your answer.

3. What is the interpretation of the intercept in this regression?
The three questions below are from Studenmund:

4. Consider the attached exercise from Studenmund. Answer question a.

5. Consider the attached exercise from Studenmund. Answer question b.

6. Consider the attached exercise from Studenmu Answer question c.

Now consider the table below, with data on Q; and . Q; is total sales at a hamburger
chain, and 1% is price level. Type this data file into Notepad or some other editor, save the
fle, and load it into Gretl. Create the variables ¥; — log(Q,) and X; = log(1?). Then answer
the following questions:

7. Regress Q: on 1% and print out a graph displaying the data points and the regression
line and add this to your solutions. Note: right-clicking the graph gives you an option
to save the graph as a pdf file.
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8. Regress ¥; on X;, and print out a graph displaying the data points and the regression
ine and add this to your solutions.

9. For the regression of Q; on 1%, calculate the prediction for sales if the price of ham-
burgers is set at 1.00, 1.60, and 0.40.

10. What is your opinion of your predictio
or not? Motivate your answer.

for 17 = 0.40 and I’ = 1.60: are they reliable

Table: Quantity and Price data on fast food sales vs. price level

Week Quantity sold @, Price /%

1 892 1.00
2 1012 115
3 1060 1.10
4 987 1.20
5 780 1.22
6 839 135
7 809 128
8 1275 0.

9 746 122
10 874 1.00
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5. David Katel studie faculty slaiesa  funcion of theis “produciity”
and esimated a eression equation with the folowing coefficiens:

§= 22,310 + 460, + 36A, + 204F, + 978D, + 378V, + -+

L1 Owid A, Taciy e, Promodons. snd Prodci 3
An::rllmlﬂ:zl yordpoprrariy R b v
‘a8 well s ndicated by the *= -+ * ot the end of wation. Bimated coficns

‘adiusted for inflation. crdetie e

here: S, = the slay of the i professor in dolas per yesr
B, - the aumber of books published ietime
X = the number ofarices publihed, letime
B = the numberof ‘excellent” anices publishe, lfetime
D, = the number of disserations supervised
¥, ~ the number of years eaching experience
Do the signs ofth coefcentsmatch yous prior xpecationst
. Do the reative sies of the coefficients scem reasonablel (Hint:
Vot professorsthink hat s much more important o wrce an x-
cellnt arice han to supervis a diseraion)
< Suppose a profesor had ust enovgh time (s teaching,etc) ©©
eie  book, write two excelent aricles, or supervise thre diser-
ationa Which would you recommend! Why?
& Would you ke 8 reconside your answer (0 part bt Which coeff-
Gent sems out of inel What explanation can you give forthat re-
U1 1 the equation in some sease invalid? Why or why nott




