Spring 2009 Econ 160, Assignment 3

Completing this assignment requires knowledge of Excel (or any similar statistical package) accessible in Clark
University Computer rooms. If you need instruction in Excel, contact the TA or myself for assistance.

Part One: Scatterplot and Correlation (Project)

a) From the dataset that you selected in Assignment 1, select an Endogenous Variable - a variable that you want to
explain. Then select one Exogenous Variable, the variable that you believe best explains the Endogenous Variable. Write
a summary of why you think that there is a relationship.

b) Create a histogram of the Endogenous Variable. Briefly describe the properties of the data.

c¢) Using the two variables selected in a), create a graph (as a scatter plot. Note: in a scatterplot the Endogenous variable
will be on the Y-axis and the exogenous variable will be on the X-axis).

d) Then determine the correlation between the two variables (the measure of linear association), do this “the long way” as
discussed in class (note: you can use the equation for the correlation coefficient is “=correl(“replace with cell
references”)” to double check if your calculations are correct ). If the correlation is very low, look at the Scatterplot to see
if you have a nonlinear relationship and/or outliers. If it is a nonlinear relationship, create a new variable of the natural log
of the endogenous variable (=In((“replace with cell references”) in excel) and create a new scatterplot (email me or Belkis
both of the scatterplots if neither appear linear). Then repeat all of the steps in this section once more. In either case,
explain the correlation coefficient that you obtain (begin by explaining what the correlation coefficient is supposed to tell
you, then explain the value that you got — i.e. whether or not it lived up to your expectations and why or why not.)

Part Two: What to hand in

A print out of your graphs, the calculation of the correlation coefficient, and an essay discussing the issues raised in part a)
and how the results in part ¢) and d) confirm or denied your hypothesis in part a).

Part Three: Questions from the text

Question 7, pp. 95, Question 10, pp.95, Question 1, pp. 134, Question 12, pp 139, Question 10, pp. 156, Question 2, pp.
176, Question 3, pp. 176, Question 4, pp. 176.

Note: No answers will be accepted for grading without complete and detailed workings.

50% of the grade for this assignment is based on Part Three.
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