Managerial Economics
Homework Assignment One (worth 4 quizzes)
February 1. 2012
Utilize the data provided in [Elect1824-2008.xls] to answer the following questions. 

Due Date:
February 8, 2012
RECORD YOUR WRITTEN ANSWERS BELOW (These should be typed).  
THIS IS WHAT YOU WILL TURN IN DURING CLASS ON February 8th.
We are considering a model developed by Yale economist Ray Fair to predict the winner in the U.S. Presidential election.  The variables Fair considers are as follows:


VOTE = Incumbent share of the two-party presidential vote. 

GROWTH = growth rate of real per capita GDP in the year of the election.

INFLATION = absolute value of the growth rate of the GDP deflator.

GOODNEWS = number of quarters in the first 15 quarters of the administration in which the growth rate of 
real per capita GDP is greater than 3.2 percent at an annual rate except for 1920, 1944, and 1948, where the 
values are zero.

PARTY = 1 if there is a Democratic incumbent at the time of the election and -1 if there is a Republican 
incumbent. 


PERSON = 1 if the incumbent is running for election and 0 otherwise. 


DURATION = 0 if the incumbent party has been in power for one term, 1 if the incumbent party has been 
in power for two consecutive terms, 1.25 if the incumbent party has been in power for three consecutive 
terms, 1.50 for four consecutive terms, and so on. 


WAR = 1 for the elections of 1860, 1864, 1920, 1944, and 1948 and 0 otherwise. 

With the variables we do have, we can estimate the following model:

VOTE= 
a1 + a2GROWTH+ a3*INFLATION + a4GOODNEWS + a5PARTY + a6PERSON + 

a7DURATION + a8WAR + ε
1.
Estimate the above model from 1880-2008

For the Y range type:

$D$1:$D$34

For the X range type:

$E$1:$K$34


Make sure Labels are checked.


For the Output range type:

$M$1


a.
Create a table with your results.  Do not just cut and paste from Excel.  Your table 



should only report: Independent Variables, Coefficients, Standard Errors, T-statistics, R-Squared, 


and adjusted R-Squared.  


b.
According to what you know about t-statistics, which of the independent variables is 



statistically related to VOTE?

c.
According to what you know about t-statistics, which of the independent variables is not


statistically related to VOTE?

d.
How much of the incumbent’s voting share does the above model explain?

2.
Estimate the above model from 1916-2008 (the second worksheet in the spreadsheet).


For the Y range type:

$D$1:$D$25

For the X range type:

$E$1:$K$25


Make sure Labels are checked.


For the Output range type:

$M$25

a.
Create a table with your results.  Do not just cut and paste from Excel.  Your table 



should only report: Independent Variables, Coefficients, Standard Errors, T-statistics, R-Squared, 


and adjusted R-Squared.  


b.
According to what you know about t-statistics, which of the independent variables is 



statistically related to VOTE?


c.
According to what you know about t-statistics, which of the independent variables is not



statistically related to VOTE?


d.
How much of the incumbent’s voting share does the above model explain?
3.
Estimate the following model from 1824-1912 (the third worksheet in the spreadsheet).

VOTE= 
a1 + a2GROWTH+ a3*INFLATION + a4PARTY + a5PERSON + a6DURATION + a7WAR + ε

For the Y range type:

$D$1:$D$24


For the X range type:

$E$1:$J$24



Make sure Labels are checked.


For the Output range type:

$M$1


a.
Create a table with your results.  Do not just cut and paste from Excel.  Your table 



should only report: Independent Variables, Coefficients, Standard Errors, T-statistics, R-Squared, 


and adjusted R-Squared.  


b.
According to what you know about t-statistics, which of the independent variables is 



statistically related to VOTE?


c.
According to what you know about t-statistics, which of the independent variables is not



statistically related to VOTE?


d.
How much of the incumbent’s voting share does the above model explain?

