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. bcuse ceosal1 
 
Contains data from http://fmwww.bc.edu/ec-p/data/wooldridge/ceosal1.dta 
  obs:           209                           
 vars:            12                          25 Sep 2012 14:44 
 size:         6,270                           
------------------------------------------------------------------------------------------------------------------  
                      storage  display     value 
variable name   type   format      label      variable label 
------------------------------------------------------------------------------------------------------------------  
salary           int    %9.0g                  1990 salary, thousands $ 
pcsalary         int    %9.0g                % change salary, 89-90 
sales            float  %9.0g                 1990 firm sales, millions $ 
roe             float  %9.0g                  return on equity, 88-90 avg 
pcroe            float  %9.0g                 % change roe, 88-90 
ros             int    %9.0g                    return on firm's stock, 88-90 
indus            byte   %9.0g                 =1 if industrial firm 
finance         byte   %9.0g               =1 if financial firm 
consprod       byte   %9.0g             =1 if consumer product firm 
utility          byte   %9.0g                  =1 if transport. or utilties 
lsalary          float  %9.0g                  natural log of salary 
lsales           float  %9.0g                  natural log of sales 
------------------------------------------------------------------------------------------------------------------ 
 
. reg  salary roe 
 
      Source |       SS             df        MS                Number of obs =     209 
-------------+----------------------------------------------     F(  1,   207) =    2.77 
       Model  |   5166419.04     1   5166419.04            Prob > F      =  0.0978 
    Residual |   386566563   207  1867471.32         R-squared     =  0.0132 
-------------+---------------------------------------------      Adj R-squared =  0.0084 
       Total   |   391732982   208  1883331.64            Root MSE      =  1366.6 
 
----------------------------------------------------------------------------------------------------------------- 
      salary |      Coef.     Std. Err.        t         P>|t|       [95% Conf. Interval] 
-------------+-------------------------------------------------------------------------------------------------- 
         roe |   18.50119   11.12325     1.66   0.098    -3.428196    40.43057 
    _cons |   963.1913   213.2403      4.52   0.000     542.7902    1383.592 
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Homework:   

 

Show that the following three statements are true. Make sure that you clearly state all 

assumptions that you make and that you show all steps. 
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Estimating the Error Variance: 
 
We will use the following unbiased estimator of the error variance:  

 
 
The standard error of the estimate of the slope coefficient is: 

 
 


