ECON612, Spring 2002, PROBLEM SET #3: Hand in a hard copy of your STATA LOG file.

For this problem set use the 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.

1.

A. Estimate an earnings equation using the log of hourly wages as the Left-Hand-Side (LHS) variable and the education dummy variables, experience, and experience squared on the Right-Hand-Side (RHS).


B. Using these results, test whether the differences between the hourly wages of workers at each level of education are significantly different from the hourly wages of workers at the next highest education level. Report your results.
2.

A. Estimate an earnings equation using the log of hourly wages as the LHS variable and experience, experience squared, and the years-of-education variable on the RHS.



B. Use the estimated coefficient on the years-of-education variable to estimate the return to each level of education for which you created dummy variables in question 1. Report your results and calculations.  Compare the results with those obtained in question 1.  Are they similar?

3.

Estimate an earnings equation using the log of hourly wages as the LHS variable and use it to test the hypothesis that (after controlling for the effect of potential experience) the coefficient on the years-of-education variable is significantly different for men and women.

4.

A. Estimate an earnings equations using the log of hourly wages as the LHS variable and experience, experience squared, the single years-of-education variable, and dummy variables for occupations on the RHS (use A_MJOCC).



B. Test the hypothesis that the coefficients on the occupation dummy variables, as a group, are significantly different from zero.



C. Is the coefficient on education larger or smaller when occupation is included on the right-hand-side?  What about the R-square?  Which estimate of the rate of return to education is better, that in 3A or that in 1A?
