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1. Returning to the differential demand system for the cost minimizing
firm
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where f;; is the average share of input expenditures
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x; is the quantity of input ¢ used at time t, (); is the total quantity
of output, and w;; is the price of input 7 used at time ¢, using the
KLEM data (remember to construct the d1In (Q;) using the log change
in the total output level). Estimate the seemingly unrelated regression
for this system of demand equations (dropping the materials demand)
using the KLEM agricultural data imposing homogeneity, but allowing
a constant using Stata.

2. Reestimate the demand system imposing symmetry and constraining
the constant in each demand equation to be zero.



