Econ 401
Data Lab Two

Due Friday, Oct. 3
In this Lab you will do an 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.  

Save your data in your Econ 401 Caleb.Courses folder, and turn in your answers to the questions below.

1.  Find the log wage differential between black and white males.

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 to decompose the black-white wage differential into the portion due to discrimination and the portion due to differences “skills.”  What percent of the wage gap have you explained?  What percent of the wage gap is unexplained?

The CPS Education Variable

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

Since experience is usually coded as Age - Years Schooling - 6, we need a variable on years schooling to calculate experience.

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)

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)

gives the mean value of var2 for each category of var1

Creating a Dummy Variable

To create the dummy variable "Black" from a categorical variable Race that is 2 if black:

generate Black=0

replace Black=1 if Race==2

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 dropping the blacks


drop if white <1

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

