ECON612, Spring 2002, PROBLEM SET #4.  Submit your STATA log file.

For questions 1, 2 and 3 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 LHS variable and experience, experience squared, the single years-of-education variable on the RHS. 

 B. Using correctly weighted data, estimate an earnings equation using the log of hourly wages as the LHS variable and experience, experience squared, the single years-of-education variable on the RHS. 

C. Re-estimate the equation in 1B and report the White (1980) "robust" standard error estimates.

D. Test the hypothesis that the experience-wage profile is steeper for more-educated workers.

3.  Using the test suggested in DuMouchel and Duncan (1983), test whether the coefficients of the weighted (question 1B) and un-weighted regressions (question 1A) are significantly different.  

DuMouchel and Duncan (1983) argue that one way to test the hypothesis that the coefficients estimated using weighted data and not using weighted data are equal would be to run the  auxiliary regression

                      LnYi = Xib + WXig + e,

Then use an F-test to test if g=0 (where W is a vector of weights).  Report your calculations and results.
3.
Construct a table which reports the results from the regression estimated in question 1C. The table should include the estimated coefficients, standard errors or t-statistics, some indication of the significance of each coefficient, R-squared, standard error of the regression, and number of observations used in each regression.  The table should be self-explanatory and give the reader all of the information needed to replicate the results.
For questions 4 and 5, use the data set ps4.dta, which is available on the computers in the Economics computer lab on the directory C:\ECON612.  The program used to create this data set is attached to this problem set

4. 
A. Using a Probit model, estimate an equation where the LHS variable is equal to 1 if the person is employed and 0 otherwise, and the RHS variables include: the single years-of-education variable, age, age squared, the number of children under 18 in the family, a dummy variable that is one if the women is married (spouse present), and the total family income minus the yearly earnings of the worker (adjusted family income).


B. What is the marginal impact on the probability that a women is working of: (i) adjusted family income and (ii) years of education?


C. For each observation in the data set, calculate the predicted probability that a person will be employed.  Summarize this predicted probability.
5. 
A. Using a Logit model, estimate an equation where the LHS variable is equal to 1 if the person is employed and 0 otherwise, and the RHS variables include: the single years-of-education variable, age, age squared, the number of children under 18 in the family, a dummy variable that is one if the women is married (spouse present), and the total family income minus the yearly earnings of the worker (adjusted family income). 


B. Is the number of children under 18 in the family a significant determinant of women’s labor force participation?
