Econ 306
Diagnostic Testing

Goodness of Fit – 3 measures
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Testing the Null Hypothesis

Two tailed test for βj=0


[image: image4.wmf]e

X

y

+

=

b



[image: image5.wmf](

)

(

)

K

N

j

j

j

j

t

b

e

s

b

t

-

-

=

~

.

.

/

b



[image: image6.wmf](

)

K

N

j

j

j

t

b

e

s

b

t

-

=

~

.

.

/



[image: image7.wmf]0

:

0

:

1

0

¹

=

j

j

H

H

b

b


Critical values:
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Such that:
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Failure to reject H0
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