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B.	 Imagine running a regression using gdp_mid and gdp_high to estimate a dependent variable: Dependent 
variable = Constant + b1*gdp_mid + b2*gdp_high. Complete the matching exercise below by drawing a line 
connecting the desired estimate on the left to the appropriate coefficient (or combination of coefficients) on  
the right.

Your estimate of the . . . Would be provided by (the) . . .

mean difference between countries with the lowest 
GDP and the highest GDP . . .

constant

mean of the dependent variable for the highest GDP 
countries . . .

b1

mean of the dependent variable for the lowest GDP 
countries . . .

constant + b2

mean difference between the lowest GDP and the 
middle GDP countries . . .

b2

C.	 World contains Free_Overall, a measure of democratic freedoms. The variable Free_Overall measures countries 
on a scale from 0 (least free) to 100 (most free). Run Regression  Linear, using Free_Overall as the dependent 
variable and gdp_mid and gdp_high as independent variables. The regression equation for estimating Free_
Overall is as follows: (fill in the blanks, putting the constant in the first blank)

Free_Overall = ________________ + ________________*gdp_mid + ________________*gdp_high.

D.	 Use the regression coefficients to arrive at estimated mean values of Free_Overall for countries at each level of 
economic development. Write the estimates in the table that follows:

GDP per capita, 
3 categories

Estimated mean on 
democratic freedoms scale

Low ?

Middle ?

High ?

E.	 Examine the t-ratio and P-value on gdp_mid. Do the middle GDP per capita countries score significantly 
higher on Free_Overall than do the lowest GDP per capita countries? (circle one)

Yes                No

Explain your answer, making specific reference to the regression results.

	

	

	

	

F.	 Examine the t-ratio and P-value on gdp_high. Do the highest-GDP per capita countries score significantly 
higher on Free_Overall than do the lowest-GDP per capita countries? (circle one)

Yes                No


