Economics 490.1, Spring 2008
Professor Edward Coulson

Homework #4
HOW TO USE STATA

STATA is a software package that will perform econometric analysis (i.e.
regressions) with a few simple commands. It saves us all lots of time. This homework
assignment will show you how to load data into STATA, manipulate the data to set up
a regression analysis, and do the regression. We will do this in 10 easy steps.

1. Find a computer lab

2. Find a vacant computer.

3. Click the Start Menu. Find STATA 8.0. It may be listed as INTERCOOLED STATA,
and it may be listed under a “Statistical Analysis” directory. Click accordingly.

4. STATA should start up and display four windows and a drop-down menu. These
four windows are:

a. the lower right window is the command window. It is where you enter STATA
commands, and it must be an active window for you to do that.

b. the upper right window displays the commands and the output resulting from those
commands

c. the upper left window displays the past history of commands. If you ever want to
repeat a command, just click on it in this window. You can also scroll through
commands in the command window by pressing the PgUp and PgDn keys.

d. the lower left window is the list of variable names that you have loaded into STATA
or have created internally. It should be empty now.

5. Under normal circumstances, and in particular for this homework assignment, you
will want to create a log of your work, for later printout. Do this by entering the
command

log using logfilename

where logfilename is a name you choose. STATA will create a file logfilename.smcl that
will record everything that goes on in the output window.

(Note: You may have to spedfy a drive a nd/or directory name that you have writi ng
permission for. )



6. You must load data into STATA. For this first assignment, this is easy. I have
prepared a STATA-ready file. All STATA ready data files have the extension .dta and
this file is called house.dta and all you need to do is enter the command

use http://econ.la.psu.edu/~ecoulson/house.dta
and it will load the data.

7. The variables window will now list six variables that are in the data set. One thing
that we always do label the variables, not as Y or X1 or X2, but with easy mnemonics. In
this case the data set consists of observations of the price and five characteristics of 399
houses in State College. The six variables are:

price: the sale price of the unit, in thousands of dollars

lotsze: the number of square feet of the lot

sqft: the number of square feet in the interior of the house

yearb: the year the house was built

dist: the distance of the house from the center of State College (the intersection of
College and Allen)

baths: the number of bathrooms in the house.

To get a rough idea of the nature of the data, you can have it display some sample
statistics. Type

summarize

Do you see any anomalies in the data?

8. Now you can do a regression. Suppose we were interested in predicting house
prices based on these five characteristics. We would run the following model:

Price=$+3$,*lotsze+$,*sqft+$,*yearb+$,*dist+$.*baths

We can do that very easily in STATA, typing the command ‘regress’ followed by the
name of the dependent variable and then the list of independent variables. In this case
type the command:

regress price lotsze sqgft yearb dis t baths

and a whole bunch of stuff will appear.



9. Print out the log (after doing #10 as well) and on an attached sheet, use the output to
answer the following questions:

a. For each of the characteristic coefficients, would a test of the hypothesis that the
coefficient of the housing characteristic is equal to zero be rejected?

b. What is the predicted price of a house with lotsze=10,000 square feet, sqft= 2000
square feet, dist= 4 miles, yearb=1980, and baths=2

c. Redo (2), but with baths=3. What is the difference in price between these two
properties. Compare this with the coefficient of baths.

d. What is the impact of adding 1000 interior square feet on the price of a house?

e. What percentage of the variation in property values is explained by the five
characteristics?

f. Interpret the value of the intercept term.
10. Now change the measurement of sqft to square yards. Use the GEN command:
gen sqyd s=sqft/9

and then use this in place of sqft in the regression command:

regress price lotsze sgyds yearb dist baths

a. Compare the coefficient, standard error and t-ratio for sqyds, compared to that of
sqft. Does this make sense?

b. Compare the R values in the two regressions. Does this make sense?

c. Compare the remaining coefficients in the two regressions. Still making sense?
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