Empirical Exercise # 1
The file crime1.xls contains the following variables (Obs:  2725)
  1. narr86                   # times arrested, 1986

  2. nfarr86                  # felony arrests, 1986

  3. nparr86                  # property crime arr., 1986

  4. pcnv                     proportion of prior convictions

  5. avgsen                   avg sentence length, mos.

  6. tottime                  time in prison since 18 (mos.)

  7. ptime86                  mos. in prison during 1986

  8. qemp86                   # quarters employed, 1986

  9. inc86                    legal income, 1986, $100s

 10. durat                    recent unemp duration

 11. black                    =1 if black

 12. hispan                   =1 if Hispanic

 13. born60                   =1 if born in 1960 or before
 14. pcnvsq                   pcnv^2

 15. pt86sq                   ptime86^2

 16. inc86sq                  inc86^2

 Note that #1,2, and 3 are used as a dependent variable and others can be used as independent variables.

1.  Import the above data set and save it as a dta file in STATA.

2.  Obtain the descriptive statistics of these variables.

3.  Run a regression, narr86 = a + e, with a constant term only.  What is your interpretation of the estimated constant term?  Explain why the R-square value is 0 in this case.
4.  Run a regression, narr86 = ( + ( born66 + u.  What is your interpretation of each of the estimated values of ( and (? 

5.  Suppose that a true regression model is, narr86 = a + b1 durat + b2 inc86 + e, but someone has used the model specification, narr86 = ( + (1 durat + u.  Find the bias of the estimate of (1, using two different methods discussed in the lecture note.

6.  Find cross-correlations among these variables.  Which variables are highly correlated?  
7.  One wishes to examine the determinants of “# of times of arrested”.  Run a regression model of your choice (include all possible regressors except for a few variables that you choose not to include; also, explain why you did not include them) and interpret the coefficients that are significant at the 5 level.  Make sure to use robust standard errors in your estimation. 
8.  Interpret each of the coefficients of black, hispanic, born60 and durat in the above regression.  
9.  One wants to examine whether there are differences in “# times of arrested” among different race groups.  Use an F-test to examine this.  

10.  Is the coefficient of inc86sq significant?  Use a t-test.  What’s the implication of its significance? 
