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Sample Analysis  
 


1. Study the relationship between education and national income.  Is a better-educated 
population associated with higher national income? 


 
2. First, graph the relationship between average education in 2010 and average national income 


in 2009.  Remember, your dependent variable belongs on the y (vertical) axis, whereas the 
independent variable belongs on the x (horizonatal) axis. 


 
twoway	
  (scatter	
  rgdpch2009	
  avgsch2010)	
  
	
  


 
 


3. This looks nice already!  But, what does it mean?  Offer an interpretation.  Here is an example 
of a pretty good interpretation: 


 
The data depicted in this figure show that as the average years of education rises in a country, 
real per capita GDP also increases.  This means that countries with more highly educated 
populations are richer.    
 


4. The relationship appears visually to be weak, but perhaps linear.  How can we test this 
formally?  Let’s run a regression: 
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reg	
  rgdpch2009	
  avgsch2010	
  
	
  
      Source |       SS       df       MS              Number of obs =     141 
-------------+------------------------------           F(  1,   139) =   35.80 
       Model |  1.0632e+10     1  1.0632e+10           Prob > F      =  0.0000 
    Residual |  4.1277e+10   139   296954995           R-squared     =  0.2048 
-------------+------------------------------           Adj R-squared =  0.1991 
       Total |  5.1909e+10   140   370778485           Root MSE      =   17232 
 
------------------------------------------------------------------------------ 
  rgdpch2009 |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 
-------------+---------------------------------------------------------------- 
  avgsch2010 |   3072.192   513.4299     5.98   0.000     2057.049    4087.334 
       _cons |  -9233.773   4276.153    -2.16   0.033    -17688.49   -779.0583 
------------------------------------------------------------------------------ 
	
  
 
Here is an example of how you might interpret the output: 
 
Notice first that the coefficient on average education is positive for our sample of 141 countries in 
year 2009-10.  As education increases, so does GDP per capita.  We know this is a genuinely positive 
relationship because in both cases, higher numbers mean higher values (of education and of income).  
The relationship is statistically significant, as indicated by a p-value of 0.000, which is extremely 
small.  This p-value is much less than .05, which is the conventional cutoff for ascertaining statistical 
significance.  Substantively, this relationship appears to be important.  We know this because every 
additional year of average education in a country results in an average increase in real per capita 
GDP of $3,072. That information is conveyed by the coefficient for average years of schooling. This 
seems like a very big impact of improved education.  Moreover, there is considerable economics 
literature that documents the importance of education in multiple regression frameworks, discussed 
by Weil in chapter 6.   
 
In this excellent interpretation, the student discusses the sign of the coefficient, the substantive 
magnitude, and statistical significance.  Finally, she incorporates information taken from the assigned 
reading.   
 


5. In writing up your mid-term or final exam, you will reformulate the material above into the 
standard essay format. Do not include the Stata code you used to produce the output in your 
midterm, but pasting regression output into your paper is fine. Other tables will probably have 
to be formatted in Word itself.  


 
6. Don’t forget to save your final essay in .pdf format before you submit it.  
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