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12-a terms L. Let be the zth element of the vector of weighted least squares estimates of iz i a a a from equation
(12), and let x be the zth element of the vector X. Also let In pijz ijiia a a and x be weighted ( by ECI sample
weights ) averages over j of In p and x, ij ijz iz respectively. Then, by the properties of the weighted least squares
estimators, a a a ln p x L. i iz iz i z A Tornqvist index comparing wages in local area b to those in area a is
expenditure in locality a. This differential can in i effect be decomposed into contributions of the various
covariates in X and contributions of the local area dummies. The contribution of the local area dummies takes
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