
 

Analysis of Variance 8 Regression Anova

Regression model A Nova helps us to estculate levels of
variability within the regression model
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Source of Variation df sum of Squares meansquare F
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1 Consider the following model between average GDP
and average employment growth for 25 OECD countries

for the period 1988 2012

Le Bo B Gt Ut t 1988,2012

L denotes average rate of employment growth
67 average rate of gdp growth of obs is 25



You are provided

gghgt 20.84 1 t 70 42 17gGt Lt 88.4636

EI.gg 42.0742
t
19886 259.1254

If g Elt 29 7615 1,9 97 60.7703 Egle 26.702

where ga Gt E

et Le E

Let a 0.05 for all tests of significance unless athewise
stated

a obtain the least squares estimates of Bo813 Gp

B E

B 0.4897

B I pix 12 84 0.4897 Ef
Bo 0.5458

If O S 458 0.4897 Gt t 1988 212

I change in gdp growth increases 0.4897



b calculate the coefficient of determination R2 sample
correlation coefficient between Lt 2 It tryy 8
sample correlation coefficient bw.GE 8 Lt Cry then
intercept them
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c obtain the least squares estimate of the variance of model

If Y Bo Ye pi Ext Yt
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d obtain the least square estimates of variances of
coefficients
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e construct a 9s t confidence interval for Bo

Gpa FAST 0.2740 t t z 212 t 25 2,212 23121

2065
P Bo Op tt 21212 t Bo t Betop t t 2,212 t a

PE O 5458 10 2760 2.068 1 Be E O 5458 0.27.60
2.069
C 95

P E 1.1127 E Bo E O 02113 0.95

f evaluate whether slope coefficient is both statistical 8
economically significant

Ho Bi o Opp 072 0.0869

Hi B IO 23 0025 2.069
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yazmazsak Bi is
stat significant

paan yell
BT o theory consistent economically significant

g test whether the regression model as a whole significant

Ho Bo Bi o

Q In Tft a Efsa 2571 16.5s

a Fg reject Ho The model as a whole is statically
significant



ht Test if BotB I

Ho Bo B

Hi Potpie

trap pi pi I

0g p
t 2310.025 2 06 9

93 p 832 of ta 0.075 0.072
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rose
tops pi
0.2869

10.4897 0 5458 1
3.681

0.2869

i predict the level of L for 2013 when averageGDP growth is 27

2013 O S 458 0 4897 2 0.4336

5 Obtain the least square estimate a prediction
error variance

off 82 Itt
121

0.4404 It 1125 0.816872 0.4629
60.7703

Where Xp 2 I 2 2.8168 0 8168



k construct a 95 t confidence interval for 22023 when
62013 2

P CBetz Gep ft 2,212 EY p 2 Yser Eep tt 2,212
I 2

PCO 4336 0.6804 2.069 E YpC 0.4336 0.6804712 069 0 gs

P 0.9741L YpL 1.8413 C 95

e test whether the prediction error is statistically
significant when 22013 I s t

Ho E ep o

th E ep a

EP l S 0.4336 1 agg

t 23 0,02 2.069

t Ep Gep 1.0664

0.6804
1 5673

t L 2310 is Reject Ho prediction error is net
statistically significant

M interpret the model you have estimated t explain in
detail whether the medal should be reformulated

there is no need to reformulate the model since the stere
term is statistically r economically signifiga

existing model explains 89 1 of relation bw le 8Gt
as evident from R2

model as a whole is significant

Predictive performance is acceptable

only problem is the with the intercept term
intercept term is insignificant



the model with intercept term improve performance of
model


