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Dummy Variable

A Dummy variableor IndicatorVariableis an artificial variable created to represent an attribute with two or
more distinct categories/levels.

Why

I
I * Regression analysistreats all independent (X) variablesin the analysis as
I numerical.
' * Nominalvariables, or variablesthat describe a characteristicusing two or more
: categories, are commonplacein regression research, but are not alwaysuseable
o in their categorical form.
Dummy Varlable | e Dummy cod;gng isa way of incorporatingnominal variablesinto regression
: analysis
I
I
I
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How

* We can make a separate column, or variable, for each category.

* Thisnew variablescan take valueO or 1 depending on the value of the
categorical variable
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one.

 We cannot code variableslike science =1, math =2, and English = 3. As, we
can see that there is no such thingas anincrease in favorite class — math is
not higher than science, and is not lower than language either. And even if
there is increase, we cannot quantify thatincrease
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1 Student Favorite class Science Math
I
I 1 Science 1 0
2 Science 1 0
| 3 English 0 0
' 4 Math 0 1
. I
Dummy Variable 1 Thingstokeepin mind
E I I« The numberof dummy variablesnecessary to represent a single attribute
Xamp e I variableis equal to the number of levels (categories) in that variable minus
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