Econ 332

Lab Three

Due March 28

In this Lab you will use regression to explore the gender wage gap.

Download a CPS file for any recent month and use it to answer the following questions. To avoid having to download the data twice, read through the entire assignment carefully and make a list of all the variables you will need before you download the data set.  Limit your sample to individuals who are working and have reported weekly earnings.   You may limit the sample to full-time workers if you wish.

1.  Find the average wage of male and female workers in your data set.

2.  Regress log wages on a dummy variable for Female.  This coefficient tells you the raw wage difference.  How is the coefficient on female related to your answer to #1?

3.  Choose control variables to include in your regression.  For each variable, explain why you think it affects wages.

4.  Regress log wages on a dummy variable for Female plus the control variables you chose.  What happens to the coefficient on Female when you include the controls?   Have you been able to explain a portion of the wage gap? 

Save your data in your Caleb.Courses folder.  Print your Stata log and turn it in with your answers to the questions.

How to: 

1.  Decide what variables you need to answer the questions. 

Make a list of the variables you will need.  Check this list before downloading the dataset.  If you forget a variable you have to go through the process again and download another dataset.  

2.  Download the DataFerrett application.

Go to the ferrett homepage at http://dataferrett.census.gov/

Follow the directions there to download and install the DataFerrett application.

Find the DataFerrett application on your desktop and launch it.

3.  Use Ferret to download the data set you want. 

•  Enter your e-mail address

•  Choose the “Get Data Now” button.

•  From the list of datasets at the left, choose the Current Population Survey, Basic.  Choose the correct month.   Select “View Variables” from the box.

•  Search for the variable names you want.  Enter a search term in the box and choose Search.  Choose the variable you want from the list, and double-click on it to open a new window.  

Look at the question carefully to make sure it is what you want.  Was the question asked to only a select group of people? 

•  Check the “Select” box.  Then the “OK” box will add that variable to your data basket.

At this point you can edit data our of your data set.  For example, you can choose to include only individuals in the full-time workforce.  Be careful not to edit out any categories that you will need.

•  Continue until you have all the variables you need. 

•  Choose the “Step 2” tab.  

•  Choose to download the data as a STATA file.  

•  A new window will appear, with two files, the data (.asc) and a file of Stata commands (.do).

•  Save both files created by DataFerrett into your eco332 folder.


Save the second file as a text file with the ending “.do”. 

4.  Open the data in Stata.

•  Open the Stata command file (*.do) in Word.  Change the “using” and “save” commands so that the location of the data file is correct.  The “using” command must have the correct name of the data file you downloaded.  For the “save” command you can change the title of the file. 


When I did this, I changed the commands to:


using N:\eco332\burnettj\burnettjf5wgkeev1.asc


save N:\eco332\burnettj\CPSjuly07

If you can’t get it to work, here is an easy way to check the address of your files.  Try to open the asc file using the Open command on the File menu in Stata.  You will get an error message that tells you the complete address of the file. 

•  Launch Stata (from Programs - Courses - Economics). 

•  Increase Stata’s memory size


set mem 100m

•  Run the Do file in Stata.  (Choose “Do” from the File menu and open the Do file that you just edited.

•  Check the data using the command “summarize”.

Stata Commands 

Working with data and  creating variables

Summarize  var1 var2


Gives summary statistics 

Hist var1


Draws a histogram of var1

Drop


Use drop to eliminate observations


Example:  drop if PESEX>1

You can also use drop to eliminate variables from the dataset (drop var1)

Generate


Use generate to create new variables



Example:  generate lnwage=ln(PTERNWA)



Example:  generate agesqr=AGE^2

Recode

Use recode to change missing value codes to “.”.   


Example: recode age (–9=.), gen(age2)


    will create a new variable called “age2” that has missing values in places of –9

Table var1, c(median var2)


gives the median value of var2 for each category of var1

Table var1, c(mean var2)


give sthe mean value of var2 for each category of var1

Running the Regressions

Regress var1 var2 var3

Runs an ols regression with var1 as the dependent variable, and var2 and var3 as the independent variable.

To run a regression on a portion of the data set, use “if”


Regress var1 var2 var3 if white > 0

Alternatively, you can create a new data set containing only whites by droping the blacks


drop if white <1

and then saving the new data set with a different name. 

The CPS Education Variable

The CPS no longer measures education as years of schooling.  The education variable is: 

PEEDUCA


31  less than 1st grade


32  1st - 4th grade


33  5th or 6th grade


34  7th or 8th grade


35  9th grade


36  10th grade


37  11th grade

38  12th grade no diploma


39  high school grad or equivalent


40  some college, no degree


41  associate degree - occupational or vocational program


42  associate degree - academic

43  bachelor’s degree


44  master’s degree


45  professional school


46  doctorate

You can either convert this to years of schooling or include a series of dummy variables (less than high school, high school, some college, college degree, beyond college).  However, you still need years of schooling to calculate experience, which is usually defined as Age - Years Schooling - 6.

Here is a recommended definition of years schooling: 


PEEDUCA
Years schooling


31

  0



32

  3



33

  6



34

  8



35

  9



36

10



37

11



38

12



39

12



40

13



41

14



42

14



43

16



44

17



45

19



46

20


Here are the Stata commands for coding the years of schooling as a new variable “school”: 

generate school=PEEDUCA–26

recode school (5=0)

recode school (6=3)

recode school (7=6)

recode school (13=12)

recode school (14=13)

recode school (15=14)

recode school (16=14)

recode school (17=16)

recode school (18=17)

