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1. Building on the estimation of the restricted differential demand for
labor in agriculture
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xit is the quantity of input i used at time t, Qt is the total quantity of
output, and wit is the price of input i used at time t, using the KLEM
data (remember to construct the d ln (Qt) using the log change in the
total output level) from Problem Set V.B. Estimate the unrestricted
ordinary least squares estimators for the parameters of the differential
demand system (including an intercept) and derive the statistical test
for each parameter’s significant.

2. Test the hypothesis that H0 : π21 + π22 + π23 + π24 = 0 against the null
hypthesis H1 : ¬H0.
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