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ComputerUse1997.xls Answers
1. Using a copy of the Data sheet, conduct an analysis in which CompAtHome replaces CompAtWork.  Run both the long regression of LnWage on CompAtHome and Education and the short regressions of LnWage on CompAtHome and LnWage on Education.  

Short Regression:
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Long Regression: 
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OLS Regression Estimates of the Effect of Home Computer Use on Ln Wages
	Independent Variable
	Short Regression
	Long Regression

	Intercept
	2.311
(0.006)
	1.075
(0.023)

	CompAtHome
	0.275
(0.010)
	0.110
(0.010)

	Education
	---
	0.097
(0.002)


Source: [ComputerUse1997Ans.xls]Data. 
Estimated SEs are in parentheses.  
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2. Verify that the omitted variable rule correctly describes the relationships between the regressions.
The omitted variable rule says that the slope in the short regression of Ln Wages on CompAtHome is equal to 
(1) the corresponding slope in the long regression plus 
(2) the product of the auxiliary regression slope of Education on CompAtHome and the slope of Ln Wage on Education in the long regression. 
Here is the auxiliary regression:
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Auxiliary Regression

Education = f(CompAtHome)

.
Denote the short regression slope by 
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 and the long regression slopes by b1 (for CompAtHome) and b2 (for Education).  Denote the auxiliary regression slope of Education on CompAtHome by d1.  Then, in equation form,
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