Statistics for Economists

Assessed Coursework Project

Project Three
The Determinants of Household Poverty in the USA - 1980

Poverty is an issue that is as relevant to developed economies as it is to developing economies.  For policy purposes, it is important to know the key determinants of the incidence of poverty.  The purpose of this project is to explore some of these determinants using Californian county-level data drawn from the 1980 US census.  Poverty (POV) is measured by the percentage of families with income below the poverty line, and family size (FAMSIZE), urbanization (URBAN), and the unemployment rate (UR) are possible important determinants of poverty. The county level median household income (INCOME) is also viewed as an important determinant. 

1. Describe the data, using summary statistics and graphical techniques, as appropriate. Explain why median household income is used.

2. Calculate the pairwise correlation coefficients between POV and each of the other variables. Test the statistical significance of each correlation coefficient.

3. Estimate a regression model of the form 

POVi =α + β1FAMSIZEi + β2URBANi +β3URi + β4INCOMEt + ui
where the i subscript corresponds to state i, Interpret the coefficients that you obtain, and comment on the statistical significance of each. 

4. Interpret the R2 statistic from the regression and test if it is statistically significant. 

5. What conclusions do you draw from your analysis?

	County
	POV
	URB
	FAMSIZE
	UR
	INCOME

	1
	18.1
	98.9
	3.15
	10.8
	22863

	2
	8.7
	0
	3.2
	6.9
	17240

	3
	7.5
	0
	2.87
	7.2
	18065

	4
	9.5
	70.9
	2.93
	10.5
	16301

	5
	7.5
	0
	2.88
	9.6
	17909

	6
	8.80
	31.9
	3.18
	8.2
	17842

	7
	6.1
	97
	3.16
	5.8
	26513

	8
	11.4
	32.5
	3.07
	15.5
	15911

	9
	6.7
	42.5
	3
	9.5
	20182

	10
	11.4
	78.3
	3.33
	8.9
	18399

	11
	10.5
	41.3
	3.2
	12.2
	16650

	12
	9.4
	56.4
	3.06
	7.8
	18479

	13
	12.7
	69.8
	3.73
	9.6
	16659

	14
	7.3
	18.6
	3.01
	6
	18366

	15
	10.2
	82
	3.28
	7.7
	18780

	16
	12.4
	66.3
	3.45
	8.8
	16164

	17
	11.2
	23.8
	2.76
	10.1
	13522

	18
	7.1
	30.1
	3.14
	13.6
	17563

	19
	10.5
	98.9
	3.34
	6
	21135

	20
	12.4
	47.7
	3.31
	10.2
	17327

	21
	4.9
	93.3
	3
	11.5
	29721

	22
	9.6
	0
	2.86
	3.9
	15833

	23
	9.5
	31.6
	3.04
	8.3
	17695

	24
	11.8
	62.3
	3.4
	11
	16563

	25
	11.8
	35.1
	2.99
	7.5
	15617

	26
	6.4
	45.8
	3.01
	6.5
	20215

	27
	8.9
	77.4
	3.33
	9.1
	20005

	28
	6
	80.8
	3.03
	5.5
	22426

	29
	6.5
	13
	2.93
	9.5
	18842

	30
	5.2
	99.7
	3.27
	4.1
	25919

	31
	7
	50.4
	3.12
	16.9
	21662

	32
	8.2
	25.7
	2.99
	9
	17227

	33
	8.8
	82.4
	3.15
	6.8
	18682

	34
	8.9
	96
	3.11
	9
	20949

	35
	10.8
	45.9
	3.57
	13.5
	18937

	36
	9.1
	90.1
	3.26
	7.4
	20039

	37
	8.4
	93.2
	3.16
	7
	20306

	38
	10.3
	100
	3.11
	6.1
	20911

	39
	10.8
	82.3
	3.2
	10.2
	19120

	40
	8
	75.9
	2.95
	6.9
	18198

	41
	4.5
	98.2
	3.13
	13.8
	27279

	42
	6.7
	90.8
	3.16
	3.5
	21630

	43
	5.3
	97.7
	3.29
	5.8
	26662

	44
	8.2
	81.4
	3.07
	4.5
	20734

	45
	8.8
	54.8
	3.06
	7.9
	17024

	46
	9.3
	0
	2.9
	11.9
	18221

	47
	9.6
	29.3
	3.03
	13.5
	16686

	48
	8.1
	94.2
	3.25
	8.7
	21606

	49
	7.1
	66
	3.04
	7
	21269

	50
	10
	80.9
	3.24
	12.7
	18656

	51
	9
	67
	3.23
	13.4
	18545

	52
	11
	36.6
	3.06
	11.7
	15849

	53
	9.1
	23.5
	3.03
	17.6
	16110

	54
	13.2
	62.4
	3.4
	8.6
	16172

	55
	9.2
	9.6
	2.93
	12.5
	16907

	56
	6.1
	94.6
	3.42
	5.4
	23612

	57
	9.1
	81.9
	3.14
	9.3
	20495

	58
	14.4
	71.4
	3.22
	16.6
	13751


where:

State 
The observation number which refers to a Californian county.

POV
The percentage of families with income below the poverty level income.

URB
 The percentage of the county population who reside in urban areas.

FAMSIZE
The average number of members per family.

UR
 The total unemployment rate for those aged 16 years or older.

INCOME
The median family income in US dollars.  
