


4. Headhunter Inc.

Headhunter Inc, a firm specialized in worker recruiting for other firms,
wants to perform an analysis of the productivity of their typewrit-
ing clerks. They suspect that some of them are using computer skills
to waste time in Facebook and Twitter instead of their typewriting
jobs. For this they collect some data, which you can find in the file
words.xls, on number of words typed per minute (Words), achieving
score on a computer test (Computer) and experience measured in years
of seniority in the job (Experience).

(a) They first run a regression to analyze the effect of computer skills
on words typed, and they concluded that there is no evidence
that computer skills are being used in social networks, because
the effect is positive and statistically significant. Do you agree?

(b) Afterwards they included also Experience as an explanatory factor
in the above regression. Is the regression in (a) biased? What is
the size of the bias?

(c) Use an auxiliary regression of Experience as dependent variable
and Computer as explanatory variable to explain the possible bias
in (a) and (b), and to give a precise explanation on the effects ob-
served (here you have to say what is the direct effect of Computer
on Words, and what is the indirect effect).

5. The effects of different variables on education

A consultancy firm wants to analyze the effects of different variables on
wages in the telecommunication sector in the UK. For this they buy a
data set from the UK Office of National Statistics, consisting on survey
with 935 family heads.

The data set education.xls consists in observations of wages (loga-
rithm of monthly earnings), education (in years), IQ score and tenure
(years with the actual employer). The label of the variables are lwages,
educ, IQ and tenure, respectively.

(a) Suppose that the true model is

log(wages)i = β0 + β1educi + β2tenurei + ǫi

where the variables in the equation are the ones defined before
and ǫi is the error term for individual i. Estimate the return to
education coefficient. What is the percentage increase in wages if
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