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Due Date: the final exam day or before. No late submission will be accepted.

Please note: you must turn in STATA print out along with your interpretations and explanations.
Question One: 
Use the data file VOTE1.RAW for this exercise.

(a) Estimate a standard regression model with voteA as the dependent variable and prtystrA,democA, log(expendA), and log(expendB) as independent variables. 

(b) Estimate a robust correction regression model with voteA as the dependent variable and prtystrA,democA, log(expendA), and log(expendB) as independent variables. Compare the inference tests resulted in a and b. Is there a sign of Hetroskedasticity problem?
(c) execute the Breusch-Pagan test for heteroskedasticity. Use both F and LM  statistics. Compare your result with that in b.
Question Two:
Use the data file rental.xls for the following exercises:

(a) Estimate the following regression model as a random effect model.

log(rentit)=B0+B1log(popit+B2log(avgincit)+B3log(tothsgit)

(b) Consider the fixed effect technique to estimate the previous equation.
(c) Perform the Hausman test to figure out which one of the previous two models is most appropriate.
Good Luck,
