MGMT5113       Practice Set 11 Answers  
Williams
Please do questions 14-30 and 14-31 from the textbook plus one additional question below.  (I have pasted 14-30 and 14-31 below for your convenience). Please show your calculations. 
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Problems 14-30 and 14-31 refer to the following output for
a simple linear regression model:

Summary Output

Regression Stati
Muliple R 0.1027
RSquare 00105
Adjusted R-Square —0.0030
Standard Error 9.8909
Observations 75
Anova

4SS MS F _Significance F

Regression 1 76124 7612 0778 03806
Residual 73 7141582 97.83
Total 74 7217706

Coefficents ndard Error _£-Stat
Tntercept 40133 3878 1035

v 00943 0.107 0.882
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Intercept 03041 3715 1742
x 03806 ~0.119 0307

14-30. Referring to the displayed regression model, what
percent of variation in the y variable is explained
by the x variable in the model?

14-31. Construct and interpret a 90% confident interval

nate for the regression slope coefficient.
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 Additional question to answer:  If X  = 5000 then calculate the predicted value for the y variable.
 
14-30 Answer:  Look at R2.  It is .0105 – the decimal format for 1.05% .   This means that 1.05% of the variation in the Y variable is explained by the variation in the X variable.  That is really pathetic.  This is a really bad regression.
14.31 Answer: Use this equation:  

       90% interval estimate   =  (x coefficient)       [image: image4.png]


       (t.90  from t-table)        multiplied by     (x standard error)

Please look at the t-table on page 945 to get t.90.  We will use the column labeled “Conf Level” and “0.9”.  The row is chosen by df = n – 2, where n is the number of observations.  df = 75 – 2 = 73.  But the table does not have a df of 73 so use the closest one—df = 70.  Now use your fingers to find where “conf level 0.9” and “df 70” meet—the value is 1.6669
        Now multiply 1.6669 by the standard error of the x coefficient, .107

            1.669 x .107 = .178583

        Now subtract .178583 from the regression estimate for the x coefficient, .0943


.0943 - .178583 = -.08428

        Now add .178583 to the regression estimate for the x coefficient, .0943


.0943 + .178583 = .272883

So the 90% confidence interval estimate for the x coefficient is -.08428 to .272883
This wide-ranging estimate, which goes from negative to positive territory so it doesn’t exclude 0, shows how bad our regression is.

(You may notice that my answer for 14-31 is slightly different from the book’s answer.  Why do you suppose the answers are slightly different?)

Answer to additional question: The regression equation is: Y = 4.0133 + .0943X .  So put a 5000 in the equation for X, and solve for Y:
        Y = 4.0133 + .0943(5000) = 475.5133
But since our regression equation is so pathetic you should have no confidence in this predicted value.
