PROBLEM SET #4

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 labor earnings only.  Calculate the Gini coefficient, the variance of the logarithm of income, and the coefficient of variation for Costa Rica and the United States for labor earnings for the years of data provided.

2.

a. Using the Shorrocks (1982) decomposition technique, calculate the proportion of  inequality attributable to labor earnings and non-labor incomes for Costa Rica (1987 and 1998) and the United States (1988 and 1998).

b. Did the amount of inequality explained by labor earnings increase or decrease in the United States between 1987 and 1998?

c. Did the amount of inequality explained by labor earnings increase or decrease in Costa Rica between 1987 and 1998.

