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as begin to touch on more complex types of relationship such as non-linear models. Finally, we will 

cover techniques of actually ‘building’ your regression model, and touch on the differences between a 

traditionally ‘scientific’ approach and the methods that may be more common in commercial business 

research contexts. So, to quote Shakespeare (things have got rather literary lately, haven’t they?), ‘screw 

your courage to the sticking place, and we’ll not fail’!1

On we go…

CATEGORICAL PREDICTORS: DUMMY VARIABLES

Dummy variables are one of those regression topics that has given me more pleasure, and less under-

standing, than almost any other. Pleasure, because the name always makes me smile,2 and lack of 

understanding because I have always struggled to really ‘get’ them sorted in my head.

So far, all the variables you have worked with have been quantitative, such as miles driven, number 

of assessments due and so forth. However, a lot of variables we might want to use as predictors are not 

quantitative. Instead, they are categorical, which is sometimes called qualitative, although I think using 

the latter term is confusing so let’s avoid it from now on and just use categorical. Categorical variables 

are things such as gender (i.e. male or female), which has two categories, or nationality, which can have 

many more. To illustrate the use of categorical predictors, we can extend the student bar example.

Table 11.1 shows the student bar data, with an extra predictor. Specifically, we may theorize that the type 

of sport shown on the television at the bar may have an impact on bar sales. In this case, we suspect that 

when football is shown, students drink more than when cricket is shown, as well as drinking less when 

1 I always thought this was kind of a weird statement from someone who was supposed to be a great writer. However, 

on further research, I’ve discovered that experts think that Shakespeare was actually alluding to ‘screwing up’ a musical 

instrument tuning peg, or something like that, until it sticks. In other words, then, the quote is kind of ‘screw up your 

courage until it gets to the sticking place’. Makes more sense now. See, it’s amazing what you can learn if you look at 

the footnotes, isn’t it?

2 Seriously, I’m still grinning while reading this over, two weeks before my 40th birthday! Apparently my sense of 

humour is ‘immature’…

Table 11.1  Student bar data with sports

WEEK SPORT UG SALES

1 1.00 Cricket 5 32.00

2 2.00 Football 4 43.00

3 3.00 Football 2 45.00

4 4.00 Football 4 41.00

5 5.00 Football 5 37.00

6 6.00 Football 6 34.00

7 7.00 Cricket 7 28.00

8 8.00 Cricket 12 15.00

9 9.00 Cricket 8 20.00

10 10.00 Cricket 8 22.00
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