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7 Thursday 02/23/06 - Multivariate Regressions
1. You want to see the impact of gender gender on earnings: wage.

(a) Write down the econometric model you want to test.

Wagl; = R4 fiy %m.du;_ + & , gnder= A 4 male

(b) How do you interpret 5;? And 5,? 0 OIN'
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(c) Now, let’s include another explanatory variable, educ into the model. Rewrite your

equation, taking into account now that your wage is explained by not only your gender
but also your educational level.
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(d) Graph the regression line(s) that you get from this new equatioﬁ.
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(f) For now, we have considered that the educational level has the same impact on your EwsE CsT.

wage whether you are a female or a male (the returns to education are the same across

genders). Using an interaction variable, write dow a third equation allowing to have
different returns to education for men and women.
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(g) What is the slope for women? And for men? ~
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(h) Graph your regression line(s). ‘




2. You want to predict the price of houses in the Bay Area. So you collect data on house
prices p, the number of rooms n, the construction year year, and the geographic area (SF,
East Bay, South Bay, Marine County).

(a) You first want to see the impact of the number of room§and construction year on
the price. Write down the econometric model.
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bodive . (b) Now you think that the geographic area also has a significant impact on the price of
:-wqw‘ houses. Modify your econometric model to account for that. é*)
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‘\'D a d.um'm"'l (¢) You suspect that the construction year has a differential impact whether you live in
SF or you don’t. Modify your econometric model.
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3. You get the followmg result from your favorite statistical software.
crime = 1.2 0.76 policemen + 1.2 % Oakland + 0.65 * Oakland * policemen  (12)

(a) Interpret the coeflicients.
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(b) Draw the regression line(s) on a graph. \'\' Us OAK , \ mare ‘b\ﬂwﬂ
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