ECON612, Spring 2002, PROBLEM SET #2: You must hand in a hard copy of the STATA log file that shows the work you did to answer the following questions.
For this problem set, do not use weights. 

1. 
Go to the Current Population Survey web site, use FERRET to obtain the following variables from the person data set for 2001: WSAL_VAL (total wage and salary earnings amount--Person) and WEWKRS (work experience, weeks worked last year).  Merge these variable with the data set created in question 6 in problem set#1 using PF_SEQ, PH_SEQ and PPPOS.  Save this data set, you will need it for problem set #3.

2.
Plot a histogram (frequency distribution) of hourly wages.

3.
Plot a histogram (frequency distribution) of hourly wages using the sample for: full-time wage and salaried employed workers, ages 24-65, excluding: workers without pay, all self-employed workers, and full-time students.


For the rest of this problem set use the above sample of full-time (40 hours a week or more-use PMHRUSLT) workers only, ages 24-65, excluding: workers without pay, all self-employed workers, and full-time students.   (Save the full data set, you will need  it for  late problem sets.)

4.
Plot a histogram (frequency distribution) of the natural logarithm of hourly wages.

5.
A. Estimate an earnings equation using the log of yearly total earnings (WSAL_VAL) as the Left-Hand-Side (LHS) variable and the education dummy variables on the Right-Hand-Side (RHS).  (Restrict the sample to include only those workers who were full-year, full-time workers.)


B. Estimate an earnings equation using the log of yearly total earnings (WSAL_VAL) as the Left-Hand-Side (LHS) variable and the education dummy variables, experience and experience squared on the Right-Hand-Side (RHS).  (Restrict the sample to include only those workers who were full-year, full-time workers.)


C. Are the coefficients on the education variables smaller or larger in A or B?  Which estimate, A or B, yields a better estimate of returns to education?  Explain.
6.
A. Estimate an earnings equation using the log of weekly earnings (A_GRSWK)) as the Left-Hand-Side (LHS) variable and the education dummy variables, experience, experience squared, and the log of usual weekly hours worked (PMHRUSLT) on the Right-Hand-Side (RHS).  


B.  Are the coefficients on the education variables smaller or larger in 6B or 7A?  Which estimate, 6B or 7A, yields a better estimate of returns to education?  Explain.
