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1. Estimate a Cobb-Douglas production function using the data in ”Er-
ickson2003.csv”

ln (yt) = α0 + α1 ln (x1t) + α2 ln (x2t) + α3 ln (x3t) + εt (1)

where yt is agricultural output, x1t are the purchased inputs, x2t is the
level of agricultural labor, and x3t is the level of capital.

2. Compute the correlation between the residual squared for each year ε̂2t
and the log of each input. Do you expect any inputs as a source of
heteroscedasticity?

3. Split the sample into thirds and compute the estimated variance in
the first and third portion of the sample. Is there evidence that the
variance changes over time?
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