1a)
Model 1: OLS, using observations 1-7986
Dependent variable: AHE

	 
	Coefficient
	Std. Error
	t-ratio
	p-value
	

	const
	3.32418
	1.00223
	3.3168
	0.00091
	***

	AGE
	0.451931
	0.0335255
	13.4802
	<0.00001
	***



	Mean dependent var
	 16.77115
	
	S.D. dependent var
	 8.758696

	Sum squared resid
	 598935.5
	
	S.E. of regression
	 8.661234

	R-squared
	 0.022254
	
	Adjusted R-squared
	 0.022131

	F(1, 7984)
	 181.7164
	
	P-value(F)
	 5.73e-41

	Log-likelihood
	-28571.28
	
	Akaike criterion
	 57146.55

	Schwarz criterion
	 57160.52
	
	Hannan-Quinn
	 57151.33




 
              
b) 
Sub Regression for FEMALE:


Intercept is; slope is 
Sub-regression for MALE: 



Intercept isslope is 
The two sub-regressions differ in the intercept but both have the same slope.



c) 

Model 2: OLS, using observations 1-7986
Dependent variable: AHE

	 
	Coefficient
	Std. Error
	t-ratio
	p-value
	

	const
	4.60686
	0.999029
	4.6113
	<0.00001
	***

	AGE
	0.441542
	0.0332389
	13.2839
	<0.00001
	***

	FEMALE
	-2.34676
	0.195032
	-12.0326
	<0.00001
	***



	Mean dependent var
	 16.77115
	
	S.D. dependent var
	 8.758696

	Sum squared resid
	 588266.3
	
	S.E. of regression
	 8.584281

	R-squared
	 0.039671
	
	Adjusted R-squared
	 0.039430

	F(2, 7983)
	 164.8868
	
	P-value(F)
	 6.76e-71

	Log-likelihood
	-28499.51
	
	Akaike criterion
	 57005.01

	Schwarz criterion
	 57025.97
	
	Hannan-Quinn
	 57012.18



 
                          (0.195032)
d)
AGE: coefficient is 0.441542, meaning that 1 unit (ie. 1 year) increase in age will lead to 0.441542 unit (ie $0.44) increase in AHE, controlling for female.
FEMALE: Coefficient is is -2.34676, meaning that the meas AHE of female workers (when FEMALE takes value of 1) is 2.34676 (ie $2.35) lower than that for males (the reference group), controlling for AGE.
e)
 
 
Level of significance approach:
 

The absolute value of t-ratio is 12.0326>t-critical value of 1.96.
We reject the null hypothesis and conclude that the coefficient of FEMALE is significant, which is indicative of discrimination.
P-Value approach:
 
[bookmark: _GoBack]Since the p-value =0<0.05 level of significance. We reject the null hypothesis and conclude that the coefficient of FEMALE is significant, which is indicative of discrimination.







