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Intro to dummies

SSE = ∑ (Yi – Ŷi)2

TSS = ∑ (Yi – Y)2

r2= TSS – SSE,  or   r2 = 1 – SSE
TSS TSS
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Dummies (2 vars):
regressing tolerance on religion

R1 = 1 for Protestants, 0 otherwise
R2 = 1 for Catholics, 0 otherwise
R3 = 1 for Jews, 0 otherwise
R4 = 1 for No religion, 0 otherwise

Dummies:
regressing tolerance on religion

SAS for dummies:
if relig = 1 then R1 = 1;
else R1 = 0;
if relig = 2 then R2 = 1;
else R2 = 0;
etc.
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Dummies:
regressing tolerance on religion

In computer:

1000No relig

0100Jews

0010Cath.

0001Prot.

R4R3R2R1

Calculate 4, add in 3

Dummies:
regression equation

443322
ˆ RBRbRbaT +++=

Omit: Protestants
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Dummies: 
handling nonlinearities

Protestants: 

Catholics:

Jews:

No relig:   

aT =ˆ

2
ˆ baT +=

3
ˆ baT +=

4
ˆ baT +=

Dummies:
2+ variable case

Regression with dummies permits 2 tests:
Do the average values of the dependent 

variable differ for groups of categorical 
variable?

Does the relationship between an 
independent variable and the dependent 
variable vary within categories of a 3rd?



5

Dummies:
2+ variable case

Posit 3 models:
Model 1:  

bEaI +=ˆ

Dummies:
2+ variable case

Model 2:
for males,

for females,
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Dummies:
2+ var case
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Dummies:
2+ variable case

Model 3:
for males,

for females,
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3 models illustrated
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Dummies:
2+ var case
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Test of significance
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