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1. The data in MEAPO1.DTA contains information for n = 1, 823 schools from the state of Michigan
in the year 2001. Use these data to answer the following questions.

Find the largest and smallest values of math4, the percent of students who got a satis-
factory grade in math.

How many schools have a perfect pass rate on the math test? What percentage is this
of the total sample?

How many schools have math pass rates of exactly 50 percent?

Compare the average pass rates for the math and reading scores. Which test is harder
to pass?

Find the correlation between math4 and read4 (the percent of students who got a
satisfactory grade in read).

The variable exppp is expenditure per pupil. Find the average of exppp along with its
standard deviation. Would you say there is wide variation in per pupil spending?

2. The file JTRAIN2.DTA contains data on a job training experiment for a group of men. Men
could enter the program starting in January 1976 through about mid-1977. The program
ended in December 1977. The idea is to test whether participation in the job training program
had an effect on unemployment probabilities and earnings in 1978.

(a
(b

It

Use the indicator variable train to determine the fraction of men receiving job training.

The variable re78 is earnings from 1978, measured in thousands of 1982 dollars. Find
the averages of re78 for the sample of men receiving job training and the sample not
receiving job training. Is the difference economically large?

The variable unem?78 is an indicator of whether a man is unemployed or not in 1978.
What fraction of the men who received job training are unemployed? What about for
men who did not receive job training? Comment on the difference.

From parts (b) and (c), does it appear that the job training program was effective?
What would make our conclusions more convincing?

3. A model that explains family consumption as a function of family income is given by the
linear relationship

cons = Bg + Blinc

the (estimated) marginal propensity to consume (MPC) out of income is simply the slope, /1,
while the average propensity to consume (APC) is cons/inc = B /inc+p1. Using observations
for 100 families on annual income and consumption (both measured in dollars), the following
equation is obtained:

cons = —124.84 + 0.853inc

n =100, R? = 0.692
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(a) Interpret the intercept in this equation, and comment on its sign and magnitude.
(b) What is the predicted consumption when family income is $30,0007
(¢) With inc on the x-axis, draw a graph of the estimated M PC and APC.

4. The data set in CEOSAL2.DTA contains information on chief executive officers (CEO) for U.S.
corporations. The variable salary is annual compensation, in thousands of dollars, and ceoten
is prior number of years as company CEO.

(a) Find the average salary and the average tenure in the sample.

(b) How many CEOs are in their first year as CE (that is, ceoten = 0)? What is the longest
tenure as a CEO?

(c¢) Estimate the simple regression model
salary = [y + [iceoten +u
and report your results in the usual form. What is your interpretation of /3.

5. Use the data in WAGE2.DTA to estimate a simple regression explaining monthly salary (wage)
in terms of IQ score (1Q).

(a) Find the average salary and average IQ in the sample. What is the sample standard
deviation of IQ? (IQ scores are standardized so that the average in the population is 100
with a standard deviation equal to 15.)

(b) Estimate a simple regression model where a one-point increase in IQ changes wage by
a constant dollar amount. Use this model to find the predicted increase in wage for an
increase in IQ of 15 points. Does IQ explain most of the variation in wage?




