ANSWERS TO QUESTIONS ABOUT HOMEWORK 1

In section IV you indicate that there are 2 poverty lines. When I look at

the raw data I notice 4 poverty line values that depend on urban and

rural area categorization.

extreme poverty when "urban" == 1, 548.17

poverty when "urban" ==1, 739.6;

extreme poverty when "urban" == 0, 548.17

poverty when "urban" ==0, 1000.41

There are two concepts of poverty lines: moderate and extreme poverty.  The actual threshold indeed varies with urban/rural, meaning that you apply the urban threshold to urban households and rural threshold to rural households. The fact that it is easier to store it as 4 variables in Stata is irrelevant.

To confirm - to perform an analysis of correlates of poverty and to

determine the poverty and extreme poverty lines for Mexico as a whole

(urban and rural) the data must be combined and weighted? I ask

because I am trying to understand the logic of weighting and want to

make sure I am on the right track.

The correct way would be to use sample weighting.  However if you don't know or understand how to do this, we gave the option not to use weights.

-----------------

Could you please tell me how to calculate the Gini coefficients, a Kuznet

ratio and a Lorenz curve? I also don't know how to calculate the Po, P1

and P2 indicators.

P0: Look at the handout: this index is an average on all observations of an indicator variable telling whether the person is poor or not.  So what you need to do is create a variable, let’s say, poor equal to 1 if the household is poor, 0 otherwise:



g poor= cons_pc<= povlin2 and cons_pc~=.;

and then compute an average.  If there were only one person per household you would simply do: 


sum poor if year==1998

With the number of person in each household equal to “size”, you need to do a weighted average:


sum poor [w=size] if year==1998

P1 and P2 are similarly averages of other measures (for P1, you need the gap, for P2 the gap^2).

For the Gini, you have a formula in the handout:  You need to rank the household by increasing income per capita, and name this variable rk.  And then compute the correlation.  If you are confused, split your data and only keep one year at a time.


keep if year==1998


g rk=rank(cons_pc) 

For the Lorenz curve, simply sort the observations by income per capita, and compute a variable that cumulate the income and another that gives you the total income.  

By dividing the cumulated income by the total you get the cumulated share of income:


sort cons_pc


g cons=cons_pc*size


g cumcons=sum(cons)


egen totcons=sum(cons)   


replace cumcons=cumcons/totcons

Do the same to compute the cumulative share of people, and then do a graph.

For the Kuznets ratio: compute the total income for the lowest 20%, and the highest 20% 

