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il)Conmdcr the following regression results (¢ ratios are in parentheses)":
¥=1286  +104.97) 0.026X5+ 1.20X4+ 0.69%y

= (4.67) (3.70) (-3.80) (0.24) (0.08)
~19.47Xy + 266.06X7, - 118.64Xy — 110.61Xy,
(-0.40) (6.94) (~3.04) (-6.14)

RP=0383 n=1543

where ¥ = wife’s annual desired hours of work, calculated as usual hours

of work per year plus weeks looking for work

X: = after-tax real average hourly earnings of wife

X3 = husbandss previous vear after-tax real annual earnings

A4 = wife’s age in vears

X5 = years of schooling completed by wife

Xs = attitude variable, 1 = if respondent felt that it was all right for
& woman to work if she desired and her husband agrees,
0 = otherwise

X7 = attitude variable, | = if the respondent’s husband favored his
wife’s working, 0 = otherwise

Xs = number of children less than 6 vears of age

Xy = number of children in age groups 6 to 13

a. Do the signs of the coefficients of the various nondummy regressors
make economic sense? Justify your answer.

b. How would you interpret the dummy variables, X; and X-? Are these
dummies statistically significant? Since the sample is quite large, you
may use the "2-t" rule of thumb to answer the question.

¢ Why do you think that age and education variables are Dot significan;
factors in a woman’s labor force participation decision in this stygy>
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9.3 Consider tb: fu[]owmg regression results.” (The actual data are in
Table 9.7.)

UN,= 27491+ 1.1507D,-  1.5294V, — 0.8511(D,V)
r=(26.896) (3.6288) (-~12.3532) (-1.9819)
nfB R =09128

where UN = unemployment rate, %
V = job vacancy rate, %
D = 1, for period beginning in 1966-IV
= 0, for period before 1966-1V
= time, measured in quariers

Note: In the fourth quarter of 1966, the then Labor government liberal-
ized the National Insurance Act by replacing the flat-rate svstem of short-
term unemployment benefits by a mixed system of flat-rate and (previous)
earnings-related benefts, which increased the level of unemployment
benefits.

a. What are your prior expectations about the relationship berween the
unemplovment and vacancy rates?

b. Holding the job vacancy rate constant, what is the average unemploy-
ment rate in the period beginning in the fourth quarter of 19662 Is it
statistically different from the period before 1966 fourth quarter? How
do vou know?

c. Are the slopes in the pre- and post-1966 fourth quarter statistically dif-
ferent? How do vou know?

d. Is it safe to conclude from this study that generous unemplovment
benefits lead 10 higher unemployment rates? Does this make economic
sense?
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9,16.)To study the rate of growth of population in Belize over the period
1970-1992, Mukherjee et al, estimated the following models': , /
I J .

Modell: W(Poph= 473+ 0024, o sokt
r=(18125) (471) 1°
ModelII: In(Popl= 477 + 0015t - 00730, + 0.011(Dg)

t=(2477.92) (34.01) (-17.03) (25.54)

where Pop = population in millions, = trend variable, D, = 1 for obser-
vations beginning in 1978 and 0 before 1978, and In stands for natural

logarithm.
a. In Mode! I, what is the rate of g:mwtt; of Belize's population over the

sample period?

b. Are the population growth rates statistically different pre- and post-
19782 How do you know? If they are different, what are the growth
rates for 1972-1977 and 1978-1992?
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SUNCCESS ML

2. A real estate economist analyzing the factors those contribute to the price changes in the real estate
market. He collected data on two similar neighbourhoods, one bordering a larpe university and one that is a
neighbourhood about 10 kilometres from the university. Data consists of 1000 observations and is reported
in Table9-1 xls. The data file consists of the following variables:

PRICE, = House prices given in $'s

SQFT =Number of square feet of living area,

AGE, = Age of the house,

UTOWN, =1 for houses near the university, 0 otherwise,
POOL, =1 for houses with & pool, 0 otherwise,
FPLACE, =1 for houses with a fireplace, 0 otherwise.

The economist specifies the regression equation as:
PRICE, = 3, + B,SOFT, + 8;UTOWN, + A(SQFT, *UTOWN )+ B, AGE, + 6,POOL, + 8,FPLACE, +u,

n) State the expected signs of the coefficients and give economic reasons for these signs.

b) What is the base regression and which group of houses does it describe?

¢)  What is the estimated marginal effect of size (SQFT) on the price of the housa?

d) Test the hypothesis that this marginal effect depends on the Jocation of the house.

¢) By how much do the houses depreciate per year? Is this statistically significant?

f) Teat the hypothesis that fireplace has n positive impact on prices.

g) Test the hypothesis that pool has a positive impact on prices.

h) Test the hypothesis thai presence of pool contributes more 1o price than the presence of fireplace.

i} Teut the hypothesis that location has no impact on houses.

i} Rewritc a new regression equation which captures the differentinl effect of depreciation for houses
with a pool and without a pool.

Table 9.2 House Price Equation Estimates

Parameter Standard T for HO:

Variable DF Estimate Error Parameter=0 Prob > |T|

INTERCEP 1 24500 6191.721 3.957 0.0001
UTOWN 1 27453 8422 .582 3.259 0.0012
SQFT 1 76.121766 2.451 31.048 0.0001
USQFT 1 12.994049 3.320 3.913 0.0001
AGE 1 -150.086422 51.204 =-3.712 0.0002
POOL 1  4377.1632%0 1196.691 3.658 0.0003
FPLACE 1 1649.175634 971.956 1.697 0.0%01
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