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SECTION A 

  

Q1 Answer all the questions. Each Question will carry 2 Marks 10Qx2

M=20

Marks 

CO 

i.  What is the primary advantage of using panel data rather than a large cross- section 

data set collected over time?  

 a.   It allows you to control for individual heterogeneity. 

 b.   It allows the effects of legislation to be estimated. 

 c.   It gives you more degrees of freedom. 

 d.   It allows coefficients to vary over time. 

[2] CO1 

ii.  If N is the number of individuals observed in each of T time periods, what is generally 

true of a “short, wide” panel? 

 a.   T > N 

 b.   N > T 

 c.   N = T 

 d.   N1/2 < T2  

[2] CO1 

iii.  If N is the number of individuals observed in each of T time periods, what is generally 

true of a “long, narrow” panel? 

 a.   T > N 

 b.   N > T 

 c.   N = T 

 d.   N1/2 < T2   

[2] CO1 

iv.  What is the difference between balanced and unbalanced panels? 

 

 a.   Unbalanced panels have some observations missing, balanced do not. 

 b.   Balanced panels are demographically representative of the population 

  being studied, unbalanced are not. 

[2] CO1 



 c.   Balanced panels have an equal number of observations above and  

  below the mean of the dependent variable, unbalanced panels are  

  skewed. 

 d.   A balanced panel has T = N, an unbalanced panel has N>T or N<T. 

v.  Unobserved, individual specific, time-invariant random errors are called  _____. 

a) idiosyncratic errors 

b) random effects 

c) fixed effects 

d) unobserved heterogeneity 

[2] CO1 

vi.  When a regression error has two components, one for the individual and one  for 

the regression, it is called a (an) _____ model. 

 a. error components 

 b. pooled 

 c. fixed effects 

 d. random effects 

 

CO1 

vii.  Suppose a simple panel data regression model:   1 2 2 1 1it it i i ity x w u e       , 

where i = 1, …, N and t = 1, 2.  If the average is  taken between the two time 

periods, the OLS estimator of 2 is called the  _____ estimator.  

a. difference 

b. within 

c. fixed effect 

d. random effect 

[2] CO1 

viii.  The terminology _____ estimator is used because we are treating individual differences 

as parameters that can be estimated. 

 a. fixed effect 

 b. random effect 

 c. difference 

 d. within 

[2] CO1 

 

ix.  The appropriate test to use to test for unobserved heterogeneity in a fixed  effect model 

is a _____. 

 a. t- 

 b. F- 

 c. 2   

 d. Chow 

[2] CO1 

x.  Which of these assumptions indicates homoskedasticity? 

a. E(eit) = 0 

b. var(eit) = E(e2
it) =  

c. cov(eit, ejs) = E(eit, ejs) = 0 for i ≠ j or t ≠ s  

d. cov(eit, x2it) = 0 

[2] CO1 



 Section B 

Attempt all the questions. Each question carries equal marks. 

4Qx5

M= 20 
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Q2 How do you test for endogenous regressors, or correlation between the error  term 

and any regressor in a random effects model? 
[5] 
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Q3 When should the Hausman-Taylor estimator be used? 
[5] 

CO2 

Q4 What do you mean by unbalanced panel? Examine with example. 
[5] 

CO2 

Q5 Compare panel data models with OLS model. 
[5] 
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 Section C 

Attempt all the questions. Each question carries equal marks. 
3Qx10

M=30 

Marks 

 

Q7 

 

 

Interpret the result from the following panel data models. Give the model specification 

of the following results. 

 

 

[10] CO3 

Q8. Interpret the following results. [10] 

 

CO3 
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Q9 Explain and illustrate the panel regression model when all coefficients vary across 

individuals 
[10] 
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 Section D 

Answer all questions. Each Question carries 15 Marks.  

 

2Qx15

M= 30 
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CO 

Q12 What do you mean by fixed effect model? Examine various steps to estimate fixed effect 

model. 

 

[15] 
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       _cons     15.71445   10.41782     1.51   0.229     -17.4397    48.86859

      lagFiT    -.8592733   .5719459    -1.50   0.230    -2.679461    .9609139

      lagRPO    -1.096438   .7791355    -1.41   0.254    -3.575995    1.383119

      lagITC     .0427817   .2994203     0.14   0.895    -.9101073    .9956706

       lagEC     .0223336   .0129449     1.73   0.183    -.0188629    .0635301

      lagsdp    -.1994666   .1680491    -1.19   0.321    -.7342737    .3353405

                                                                              

      lagfdi   Coefficient  Std. err.      t    P>|t|     [95% conf. interval]

                                                                              

sd(u_i + avg(e_i.)) = .8215822                  Prob > F          =     0.3508

                                                F(5,3)            =       1.70

     Overall = 0.0035                                         max =          6

     Between = 0.7394                                         avg =        5.9

     Within  = 0.0798                                         min =          5

R-squared:                                      Obs per group:

Group variable: State                           Number of groups  =          9

Between regression (regression on group means)  Number of obs     =         53
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