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C8. The data set 401KSUBS contains information on net financial wealth (nettf), age of the survey
respondent (age), annual family income (inc), family size (fsize), and participation in certain
‘pension plans for peaple in the United States. The wealth and income variables are both recorded
in thousands of dollars. For this question, use only the data for single-person households (so
Joize=1).

i How many single-person households are there in the data set?
i Use OLS to estimate the model

ettfa = fo + Brinc-+ frage +u,

‘and report the results using the usual format. Be sure to use only the single-person
‘households in the sample. Interpret the slope coefficients, Are there any surprises in the
slope estimates?

il Does the intercept from the regression in part (ii) have an interesting meaning? Explai

i

 Find the p-value for the test Ho: f = 1 against Hy: f < 1. Do you reject H at the 1%
significance level?

v. If you do a simple regression of nettfa on inc, is the estimated coefficient on inc much
different from the estimate in part (if)? Why or why not?
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C2. Use the data in WAGE1 for this exercise.

i Use OLS to estimate the equation

log(wage) = By + Breduc + Brexper + Pyexper’ + u

‘and report the results using the usual format.
i s ezper? statistically significant at the 19 level?

. Using the approximation

%ATage ~ 100(3, + 2Bexper) Aezper,
find the approximate return to the fifth year of experience. What is the approximate return
to the twentieth year of experience?

iv. At what value of exper does additional experience actually lower predicted log(wage) ? How
‘many people have more experience in this sample?
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C9. The data set NBASAL contains salary information and career statistics for 269 players in the
National Basketball Association (NBA).

i Estimate a model relating points-per-game (points) to years in the league (exper), age, and
years played in college (coll). Include a quadratic in exper; the other variables should appear
inlevel form. Report the results in the usual way.

. Holding college years and age fixed, at what value of experience does the next year of
experience actually reduce points-per-game? Does this make sense?

il Why do you think coll has a negative and statistically significant coefficient? (Hint: NBA
‘players can be drafted before finishing their college careers and even directly out of high
school)

iv. Add a quadratic in age to the equation. Is it needed? What does this appear to imply about
the effects of age, once experience and education are controlled for?

. Now regress log(wage) on points, exper, ezper?, age, and coll. Report the results in the usual
format.

i Test whether age and coll are jointly significant in the regression from part (v). What does
this imply about whether age and education have separate effects on wage, once
‘productivity and senority are accounted for?
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C2. Use the data in WAGEZ for this exercise.

i Estimate the model

log(wage) = fo + Breduc+ frexper + fatenure + Bymarried
+ Bsblack + Bysouth + Brurban + u

‘and report the results in the usual form. Holding other factors fixed, what is the approximate
difference in monthly salary between blacks and nonblacks? Is this difference statistically
significant?

ii. Add the variables ezper? and tenure? to the equation and show that they are jointly
insignificant at even the 20% level.

i Extend the original model to allow the return to education to depend on race and test
‘whether the return to education does depend on race.

iv. Again, start with the original model, but now allow wages to differ across four groups of
‘people: married and black, married and nonblack, single and black, and single and
‘nonblack. What is the estimated wage differential between married blacks and married
‘nonblacks?
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€3. Amodel that allows major league baseball player salary to differ by position is

log(salary) = fo + Bryears + fagamesyr + Bybavg + fyhrunsyr
+ Pyrbisyr + Berunsyr + fr fldperc + Pyallstar
+ fiofrsthase + o sendbase + iy thrdbase + frzshrestop

+ Biscatcher +u,

‘where outfield is the base group.

i State the null hypothesis that, controlling for other factors, catchers and outfielders earn, on
‘average, the same amount. Test this hypothesis using the data in MLB1 and comment on the
size of the estimated salary differential.

. State and test the null hypothesis that there is no difference in average salary across
‘positions, once other factors have been controlled for.

il Are the results from parts (i) and (i) consistent? If not, explain what is happening.




