Mid-term Exam

ECON 486/686, Spring 2002

YOU MUST COMPLETE THIS EXAM ON YOUR OWN, 

WITHOUT HELP FROM ANYONE ELSE.

You have been asked to write a report as background for Congressional testimony.  Your report must be typed and cannot be more than 10 double-spaced pages long.  In this report, please answer the following four questions:

1. Did inequality change (increase or decrease) in Costa Rica between 1987 and 1988?

2. Did inequality change (increase or decrease) in the United States between 1988 and 1998? 

3. Were incomes more equally distributed in Costa Rica in 1998 or the United States in 1988?  

4. Are citizens of the United States (economically) better off in 1998 than they were in 1988? 

In answering EACH question above, clearly address the following issues:


a. State your answer. 

b. Justify your conclusion. 

c. Is the difference between years or countries statistically important?

d. If the measures of inequality disagree about the direction of the change in inequality or welfare, choose the measure that you believe best measures the change in inequality or welfare and justify your choice.  To justify your choice you may want to refer to the sensitivity of each measure to different parts of the distribution of income, discuss whether that measure satisfies important basic principles that any inequality measure should, etc.

e. Is the difference between years or countries politically and/or socially significant?

f. Discuss the caveats to your conclusion (why might your conclusions be wrong, and why you think that these caveats are, or are not, important).  Among the issues you should address are: 

i. Are there any differences in the surveys between years or countries that might affect your conclusions? 

ii. Is the definition of income and household the same in all years and/or countries?

iii. How to deal with zeros or negative numbers.

iv. Any other potential theoretical or data problems.

Address each issue separately.   That is, in your report you should write: (1a) your answer. (1b) your answer…….(4f) your answer. When you refer to numbers, document from where those numbers come.  It may be easiest to construct and refer to tables.  Although most of the numbers you will use will come from your problem set answers, you may also include measures and data that do not come from the problem sets.  

Your report is due by 7:00 PM on  Monday, March 31.  You may hand in a hard copy of your report or email your report to me.   If you email your report to me, then the entire report (including any tables) must be in ONE file.  The file should be written using MSWORD (*.doc), WordPerfect (*.wpd), or Adobe (*.pdf).
