A)
Model 1: OLS, using observations 1-526
Dependent variable: ahe

	 
	Coefficient
	Std. Error
	t-ratio
	p-value
	

	const
	-2.12009
	0.712046
	-2.9775
	0.00304
	***

	educ
	0.530091
	0.0485881
	10.9099
	<0.00001
	***

	tenure
	0.133669
	0.0206325
	6.4786
	<0.00001
	***

	exper
	0.204842
	0.0344576
	5.9447
	<0.00001
	***

	expersq
	-0.00412656
	0.000748917
	-5.5100
	<0.00001
	***

	female
	-1.79023
	0.257692
	-6.9472
	<0.00001
	***



	Mean dependent var
	 5.896103
	
	S.D. dependent var
	 3.693086

	Sum squared resid
	 4305.905
	
	S.E. of regression
	 2.877601

	R-squared
	 0.398651
	
	Adjusted R-squared
	 0.392869

	F(5, 520)
	 68.94463
	
	P-value(F)
	 3.02e-55

	Log-likelihood
	-1299.304
	
	Akaike criterion
	 2610.607

	Schwarz criterion
	 2636.199
	
	Hannan-Quinn
	 2620.628



 
 
 

B) 
	Estimated coefficient for EDUC is 0.5300941. It means when EDUC is increased by 1 unit (1 more year of education), AHE will increase by 0.533091 ($0.53). Controlling for other variables.
	The estimated coefficient is a positive number. It indicates that education has a positive effect on average hourly earnings. 
C)
	Estimated coefficient for FEMALE is -1.79023. This means when the worker is female (FEMALE=1), her AHE will be -1.79023 units ($1.79) lower than male workers. Controlling for other variables. 
It indicates gender discrimination in earnings, because the estimate is a negative number.



D)
Unrestricted regression
Model 1: OLS, using observations 1-526
Dependent variable: ahe

	 
	Coefficient
	Std. Error
	t-ratio
	p-value
	

	const
	-2.12009
	0.712046
	-2.9775
	0.00304
	***

	educ
	0.530091
	0.0485881
	10.9099
	<0.00001
	***

	tenure
	0.133669
	0.0206325
	6.4786
	<0.00001
	***

	exper
	0.204842
	0.0344576
	5.9447
	<0.00001
	***

	expersq
	-0.00412656
	0.000748917
	-5.5100
	<0.00001
	***

	female
	-1.79023
	0.257692
	-6.9472
	<0.00001
	***



	Mean dependent var
	 5.896103
	
	S.D. dependent var
	 3.693086

	Sum squared resid
	 4305.905
	
	S.E. of regression
	 2.877601

	R-squared
	 0.398651
	
	Adjusted R-squared
	 0.392869

	F(5, 520)
	 68.94463
	
	P-value(F)
	 3.02e-55

	Log-likelihood
	-1299.304
	
	Akaike criterion
	 2610.607

	Schwarz criterion
	 2636.199
	
	Hannan-Quinn
	 2620.628



 
 
 
Restricted regression (without EDUC and TENURE)
Model 2: OLS, using observations 1-526
Dependent variable: ahe

	 
	Coefficient
	Std. Error
	t-ratio
	p-value
	

	const
	5.01779
	0.361374
	13.8853
	<0.00001
	***

	exper
	0.280982
	0.0386219
	7.2752
	<0.00001
	***

	expersq
	-0.00582161
	0.000850476
	-6.8451
	<0.00001
	***

	female
	-2.39419
	0.29012
	-8.2524
	<0.00001
	***



	Mean dependent var
	 5.896103
	
	S.D. dependent var
	 3.693086

	Sum squared resid
	 5746.441
	
	S.E. of regression
	 3.317907

	R-squared
	 0.197471
	
	Adjusted R-squared
	 0.192859

	F(3, 522)
	 42.81458
	
	P-value(F)
	 9.48e-25

	Log-likelihood
	-1375.204
	
	Akaike criterion
	 2758.408

	Schwarz criterion
	 2775.469
	
	Hannan-Quinn
	 2765.088


 
 
 

	     	
q=number of coefficients that are restricted (
k=number of coefficients in the unrestricted regression (5)
n-k-1 = 526-5-1 = 520
 
 
 
 
 = 86.98
 
In F-Dist chart, look up 95% CI. 2 and infinity = 3.00
F-statistic > F-critical value. Therefore we reject the null hypothesis and conclude that  are jointly significant at 5% level of significance. 

E)
	The reason to include both EXPER and EXPERSQ is to introduce non-linearity.
F)
	Shape of the relationship:

It is expected the shape of the relationship is inverted U shaped. However the number of the years of experience cannot be negative. Hence the shape of the relationship is neither U nor inverted U shaped.
G)
[bookmark: _GoBack]	Degree of the polynomial is 2 ( Look at the highest power).










