
ECON 5103 Unit 3, video 5

Estimating Demand Equations, part II
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Rule of thumb: If the p-value for a coefficient is less 
than .05 then the coefficient is probably pretty accurate
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Notice from the last page that the p-values for 
"intercept" and "price per can at competitor" are 

greater than .05.  this means that the coefficients for 
"intercept" and "price per can at competitor" are 

louse and probably inaccurate.

On the other hand, the p-values for "price per can 
and "income per buyer" are way lower than .05.  This 

means that those two coefficients are probably 
accurate estimates of the true coefficients.
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When "significance F" is less than .05 then 
our demand equation contains all of the 

important things that affect demand for the 
product being examined.  If "significance F" 

were greater than .05 then we probably 
forgot to include some important thing that 

affects demand in our regression analysis.

In our soda example, the "significance F" so 
much lower than .05 that we can conclude 

that we did not forget anything important in 
the regression equation.
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Look at pages 98-102 of textbook for more 
information about the regression output 

numbers
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