
















Deriving the Ordinary Least Squares Estimates

Example

y (wage) x (educ)
3.1 11
3.2 12
3 11
6 8
5.3 12
8.8 16
11 18
5 12
3.6 12
18 17
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Deriving the Ordinary Least Squares Estimates (cont.)

ȳ − β̂0 − β̂1x̄ = 0
xy − β̂0x̄ − β̂1x2 = 0

6.742 − β̂0 − 12.9β̂1 = 0
97.234 − 12.9β̂0 − 175.1β̂1 = 0

β̂0 = −8.492
β̂1 = 1.181

x̄ , ȳ , xy , and x2 : sample average of x , y , xy , and x2
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