
• This is a REVIEW of concepts you should familiar with 
(from the previous course). We will focus on applications

• Multiple regression model and assumptions
• Hypothesis testing
• Functional forms
• Reporting and interpreting results
• Logit and probit models (depending on time, in review 

session)

Note: If you don’t understand or remember something after this review, you can use the 
Wooldridge – you can ask me for recommended chapters and pages

Linear regression model (LRM)
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• Wooldridge, J.M. (2007) Introducción a la econometría: un 
enfoque moderno. Thomson-Paraninfo.

• Gujarati, D. N. (2011). Econometrics by example. Hampshire, 
UK: Palgrave Macmillan.

• Same examples and definitions from: http://www.ats.ucla.edu/ 
• Studenmund, A. H. (2016). Using Econometrics: A Practical 

Guide, Global Edition. Pearson Education Limited.
• Wheelan, C. (2013). Naked statistics: stripping the dread from 

the data. WW Norton & Company.
• Bertrand, M., Goldin, C., & Katz, L. F. (2010). Dynamics of the 

gender gap for young professionals in the financial and corporate 
sectors. American Economic Journal: Applied Economics, 228-
255.

References for this part
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The power of linear regression models

Prof. Ashenfelter

Wine quality = 12.145 + 0.00117 * Winter Rainfall + 0.0614 
average growing season temperature – 0.00386 harvest rainfall

https://www.betterment.com/resources/investment-
strategy/behavioral-finance-investing-strategy/human-
vs-algorithm-investing-a-lesson-from-wine-country/

• Example: Is there gender discrimination in the workplace for 
young professionals after a MBA? (Bertrand, Goldin & Katz, 2010)

– “After 10 years in the workplace, however, a huge gap has opened 
up; women on average are earning a striking 45 percent less than 
their male class mates”(“Naked Statistics” by C. Wheelan, p. 203)

– What if we control for other factors? (e.g. perhaps women tend to 
choose part-time jobs)

• LRM allows to account for associations 

(and hopefully causal  ones) between 

variables we care about while controlling 

for other factors

Why do we care about a linear regression model?
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What do you learn?

• The general form of the LRM model is (population model):

• Or, as written in short (matrix) form:

• What’s the meaning of this?
• Y is the regressand or dependent variable, X is a vector of 

regressors, predictors, covariates or independent/explanatory 
variables, and u is the error term.

• Regression coefficients: B0 is the intercept, B1 to Bk are the slope 
coefficients.

Linear regression model

Yi = B0 + B1 X1i + B2 X2i + … + Bk Xki + ui

Y = BX + u

This review is based on “Econometrics by Example” (Gujarati) and “Introductory Econometrics” (Wooldridge)
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