ECON3150/4150: Introductory Econometrics —
Postponed Exam Spring 2025

Be brief and to the point.
Always motivate your answers.

Use the tables at the end of the exam where necessary.



1. [2 points] True or False? Explain your answer.
(a) Correlation (between X and Y) does not imply causation (from X to Y).

(b) Without correlation (between X and Y) there cannot be causation (from X to
Y).




2. [4 points] Table 1 shows summary statistics for a data frame df for a categorical
variable x which takes on the values 1, 2, 3 and a continuous variable y. Compute
and interpret the point estimates of the following OLS regressions in R:

(a) feols(y ~ 1, df)

?

(b) feols(y ~ x1, df)

R

(c) feols(y ~ x1 + x2, df)

R

(d) feols(y ~ I(x2 + x3), df)

where x1, x2, and x3 are dummy variables that take on the value 1 if x1 (x2, x3)
equals 1 (2, 3) and are zero otherwise.

Table 1: Summary statistics df

Group (x) Share Averagey

1 0.2 12
2 0.3 22
3 0.5 30
Total 1.0 24




3. [6 points] Consider the following data and regression results which study the rela-
tionship between income, education and region:

#i# mean SD min max N
## inc  51549.4228 16501.6127682 15365.59 119635.7 10000
## edu 11.4173 2.3512791 1.00 18.0 10000
## iq 98.7539 15.2087233 42.00 160.0 10000
## north 0.1949 0.3961435 0.00 1.0 10000
#it ml m2

## Dependent Var.: log(inc) log(inc)

##

## edu 0.093 (0.001) 0.061 (0.001)

## north -0.007 (0.025)

## edu x north -0.050 (0.003)

## Constant 9.73 (0.013) 10.2 (0.013)
W

## S.E. type IID IID

## R2 0.406 0.657

## Observations 10,000 10,000

(a) State and interpret the point estimate of the coefficient on edu in the first regression (m1)

(b) Compute the p-value for the coefficient on edu in the first regression. Is it economically
and statistically significant?

(c) Suppose you add variable iq to the first regression m1. Predict qualitatively what will
likely happen to the estimate of the coefficient on edu and explain why (hint: OVB
formula).

(d) Consider the second regression m2. Test the null hypothesis that the coefficient on edu x
north is zero against the two-sided alternative. What does this tell you about the return
to education in the north?

(e) What is the expected log-income difference between North and non-North adults who
each have 12 years of schooling?

(f) Describe how to obtain a standard error for the difference in part (e) by running a single
additional regression.




4.

[4 points| Revascularization is a medical procedure designed to restore blood flow to tis-
sues or organs when it has been blocked or severely reduced. The following table shows
results from Angrist, et al. (2025, NEJM) who analyze a randomized control trial (RCT),
that compared conservative and invasive (revascularization) strategies for management
of coronary artery disease. Participants were randomly assigned to revascularization, but
many assigned to invasive treatment were not revascularized as planned, and participants
not assigned revascularization (but to conservative treatment) crossed over to revascular-
ization.

Control Reduced-form First-stage Per-protocol
Outcome measure mean (ITT) (compliance) (as-treated)
SAQ 90.36 3.69 0.683 3.95
angina-frequency
score

(15.94) (0.421) (0.011) (0.424)

The outcome here is an angina (chest pain or pressure) frequency score. The first column
reports averages and standard deviation (in parentheses). The other columns report
reduced form, first-stage estimates, and the per-protocol (as-treated) treatment effect
estimates (standard errors in parentheses), the latter which compares participants by
treatment received (revascularization vs. conservative treatment).

Interpret the reduced form, first-stage and per-protocol (as-treated) estimates. What do
you need to assume for these to be causal?

Construct and interpret the instrumental variable estimate of the effect of revasculariza-
tion. What do you need to assume for this to be causal?




Critical Values for the F,, . Distribution

## Rows denote degrees of freedom (m), and columns significance level (%)

## 10% 5% 1%

##

## 1 : 2.7055 3.8415 6.6349

## 2 : 2.3026 2.9957 4.6052

## 3 : 2.0838 2.6049 3.7816

## 4 : 1.9449 2.3719 3.3192

## 5 : 1.8473 2.2141 3.0173

## 6 : 1.7741 2.0986 2.8020

## 7 : 1.7167 2.0096 2.6393

## 8 : 1.6702 1.9384 2.5113

## 9 : 1.6315 1.8799 2.4073

## 10 : 1.5987 1.8307 2.3209
## 11 : 1.5705 1.7886 2.2477
## 12 : 1.5458 1.7522 2.1847
## 13 : 1.5240 1.7202 2.1299
## 14 : 1.5046 1.6918 2.0815
## 15 : 1.4871 1.6664 2.0385
## 16 : 1.4714 1.6435 2.0000
## 17 : 1.4570 1.6228 1.9652
## 18 : 1.4439 1.6038 1.9336
## 19 : 1.4318 1.5865 1.9048
## 20 1.4206 1.5705 1.8783
## 21 1.4102 1.5557 1.8539
## 22 : 1.4006 1.5420 1.8313
## 23 : 1.3916 1.5292 1.8104
## 24 : 1.3832 1.5173 1.7908
## 25 : 1.3753 1.5061 1.7726
## 26 : 1.3678 1.4956 1.7554
## 27 : 1.3608 1.4857 1.7394
## 28 : 1.3541 1.4763 1.7242
## 29 : 1.3478 1.4675 1.7099
## 30 1.3419 1.4591 1.6964



The Cumulative Standard Normal Distribution Function, ®(z) = Pr(Z < z)

## Rows denote 1st decimal value of z, and columns 2nd decimal value of z

##

##
##
#i#t
##
#Hit
##
##
##
##
##
##
##
##
#it
##
#it
##
##
##
##
##
##
##
##
#i#
##
#it
##
##
##
##

So for example, P(Z <= 1.08) = 0.86
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The Inverse of the Cumulative Standard Normal Distribution Function, ®~1(q)
## Rows denote 1st decimal value of q, and columns 2nd decimal value of g

## So for example for P(Z <= z) = 0.86, z is (approximately) 1.08

## 0 1 2 3 4 5 6 7 8 9
## 0.0 : -Inf -2.33 -2.05 -1.88 -1.756 -1.64 -1.55 -1.48 -1.41 -1.34
## 0.1 : -1.28 -1.23 -1.17 -1.13 -1.08 -1.04 -0.99 -0.95 -0.92 -0.88
## 0.2 : -0.84 -0.81 -0.77 -0.74 -0.71 -0.67 -0.64 -0.61 -0.58 -0.55
## 0.3 : -0.52 -0.50 -0.47 -0.44 -0.41 -0.39 -0.36 -0.33 -0.31 -0.28
## 0.4 : -0.25 -0.23 -0.20 -0.18 -0.15 -0.13 -0.10 -0.08 -0.05 -0.03
## 0.5 : 0.00 0.03 0.05 0.08 0.10 0.13 0.15 0.18 0.20 0.23
## 0.6 : 0.26 0.28 0.31 0.33 0.36 0.39 0.41 0.44 0.47 0.50
## 0.7 : 0.52 0.55 0.58 0.61 0.4 0.67 0.71 0.74 0.77 0.81
## 0.8 : 0.84 0.88 0.92 0.95 0.99 1.04 1.08 1.13 1.17 1.23
## 0.9 : 1.28 1.34 1.41 1.48 1.55 1.64 1.75 1.88 2.05 2.33
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