PROBLEM SET #3

ECON 486/686

For this problem set, use the 1987 and 1998 household income data sets for Costa Rica (cr87.xls and cr98.xls) and the 1988 and 1998 household income data sets for the United States (cps88.xls and cps98.xls).

1. For question 1, use total household income.  Calculate the Gini coefficient, the variance of the logarithm of income, the coefficient of variation, the Theil coefficient and the Atkinson coefficient (for E=1.1 and 0.1) for Costa Rica and the United States for the years of data provided.  Report your results in a table.

2. Using the formulas on page 117 of Cowell (2000), calculate the approximate standard errors for the coefficient of variation, the Gini coefficient and the variance of the logarithm of income for the results in question 1.  Report your results in a table.

3. Did inequality change (increase or decrease) in the United States between 1988 and 1998?  Comment on the differences in each measure of inequality. In particular, are the measures all in agreement about the direction of the change in inequality?  If not, why?

4. Did inequality change (increase or decrease) in Costa Rica between 1988 and 1998?  Comment on the differences in each measure of inequality. In particular, are the measures all in agreement about the direction of the change in inequality?  If not, why?

5. Are incomes more equally distributed in Costa Rica or the United States?  Comment on the differences in each measure of inequality. In particular, are the measures all in agreement about the direction of the change in inequality?  If not, why?

