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MECE-101 : INTRODUCTORY ECONOMETRIC

METHODS

Time : 2 Hours Maximum Marks : 50

Note : Answer any five questions. Each question

carries 10 marks.

1. Consider the regression model :
Y; =By + BoX; +y
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where Y; is hourly wage rate and X is

years of schooling. Also  x; = (X; — X) and

yi=; - 3_()-

The following data is given :
TY; = 3101.35 ¥X; = 6608.0
sX? = 87040.0 *X.Y; = 41140.65
SYZ = 25446.29 sx? = 4025.43
Sy? =17160.414 sx; y; = 2179.204

2

Su; = 5980.68 n=>526

(a) Compute OLS estimator of B; and PB,.

Interpret their results.

(b) Compute the value of the coefficient of

determination (R2). Interpret the
results.
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2. What is meant by autocorrelation ? How is it
detected ? Explain one remedial measure to
deal with autocorrelation.

3. Consider the regression model :

Y =Py + PoXg + PgXg +u
where u follows N(0, 02). The sample size

1s 25.
Suppose you have to estimate the hypothesis

By =PB3 =0. Explain the steps to test the

hypothesis.

4. When do you encounter the problem of
heteroscedasticity in data ? Explain how you
would detect the presence of
heteroscedasticity.

5. Explain why measurement error in the
explanatory = variable will lead to
inconsistent estimators.
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6. Explain the concept of Best Linear Unbiased
Estimators (BLUE). Prove that OLS

estimators are BLUE.

7. Consider the following Keynesian model of

income determination :
Consumption function :
Gt =PBo +PB1Y; + 1
Income identity :
Y, =C; + I,

Assume that 0 <f; <1.

The error term follows the classical

assumptions :
E(ut) =0,
E(w;) 262,

Show that the model has endogeneity

problem.
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8. Suppose you have to build an econometric
model for determinants of household
consumption. What model selection criteria
will you use ?

9. Explain how dummy variable method can be
used for testing of structural stability in an
econometric model.

10. Write short notes on any {wo of the
following :

(a) Dummy variable trap
(b) RESET test

(¢) Test for normality of the error variable
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TH. T, (7ITE)
(Ta.udH)
LEIRENER)
fegw, 2025
THEAE.-101 : URfterer reffufaen wfafemt

gHg ;2 qU2 SIféFaH 37%F : 50

FT : [l gier 5941 ) 87 HITT /| §AF P 7@ 10 37
faa &1

1. Tefefed gdramea gfadm 1 foem sifsT
Y =By + BeX; +y
s Y, witsfies fa ser § ofR X, weh foan
TN & Iuf W ¥ WE & ox; = (X; - X) R

yi=; - Y)
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aT9en! F=farfed 2ot oft fear e %

TY; = 3101.35 *X; = 6608.0
sX? = 87040.0 *X.Y; = 41140.65
SYZ = 25446.29 sx? = 4025.43
Sy? =17160.414 sx; y; = 2179.204
Su; = 5980.68 n =526

(%) P¥R By & WEHM =[AaH o SFIHMR

ehfeld  hifSlW | UROM i =rem ot

it |

(@) frglor e (R%) # oW @ HifS)
TR 1 SATEAT whifST |

2. TEERHaY w1 F Y § 7 3Hew! AU Y A

¥ 2 wedsy % guE ¥ f9e & S e faty

HHAR |
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3. fr=Afafea gdtam gfqeas w fa=m sifsa

Y =By +PBoXg +PgXs +u

S w 0 N(0, 62) 1 T Bar g1 wfaest

SFR 25 T

A TISY foh 3R By = By =0 i SR 1
STTAMA AT ¥ | T STTHRON o A9 & Lo i
AT HhifST |

4. 3T9h! B2 H favmfa=Rar =1 g9= &1 9e e
FHE TSdl § ? gHEmET fw ey fawmfeafiar i
Iufkerfa =1 U9 f7g gr S|

5. AT hifeg foh ReAt® =X | 719 &t e 9

ST ST =1 8 9 © |

6. rs3aq ek sfd ST M (BLUE) &t Gehedd

i = HitST | f9g hifsit ff OLS 1gdM
BLUE i 219 ¥ |
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am fuin & f=fafea s=ra gfaam w fomr
EE'IIQ?IQ M

YT AT ¢

C;=Bo +B1Y; + 1
A gt ;
qA ST fR 0 <p1< 11

Afe Ug FAMTRT TEE@ST HOSFTI F T,
319411:

E(ut)zz o2,

TYIET foh 39 UFqHM 1= Tl o1 THET B | 10
O o T o oiienfisr Susim & et o
Freifafaer wfaqm s=m 1 o9 wfaum == =61 fea

FHArt & =T HaT ?
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9. = wifew o fordt srdfufas wfoum =t

TS ferar & gaa #§ aed =r fafy =

7T foRg JehR T |

10. Tr=fafea & @ frl @ w Gfew femfot fafex .
(F) <4 =R (Dummy variable) T=T

(@) RESET &9

() Ffe = T JHERIA FT HER

X X X X X
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