Econ 332

Lab Four

Due April 4

In this Lab you will do a Blinder-Oaxaca decomposition of the black-white wage gap for males. 

Download a CPS file for any recent month and use it to answer the following questions.  Eliminate females and individuals that are neither black nor white from your data set.  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.  

1.  What are the average wages of black and white males in your sample?

2.  What explanatory variables do you think should be included in the regressions, and why?   

3.  Run one regression on the entire data set, including a dummy variable for blacks and the controls you listed in question 2.  Report the results.  Does this regression suggest there is discrimination? 

4.  Run separate regressions for black and whites, including the explanatory variables you listed in #2.  Compare the coefficients on the control variables.  Are they the same or different? 

5.  Use the Oaxaca decomposition (see Borjas 10.8 and Oaxaca.xls) to decompose the black-white wage differential into the portion due to discrimination and the portion due to differences “skills.”  

Save your results in you Econ 332 Caleb.Courses folder.

