
Out-of-class group assignment 

ASSIGNMENT INSTRUCTIONS 

The class will be divided into 5 teams of approximately 4 students each.  

Each team is required to perform the following steps: 

Step 1. Choose a group of similar products with slight variations to build hedonic regression model. 

Step 2. For the chosen group of products, identify objectively measured characteristics of each 

product, gather all the characteristic values of each product as well as prices of each product. To 

get prices and values of each characteristic you can browse the Internet, or visit retail outlets to 

collect prices and product's characteristics. 

The data collected needs to be organized into a table (as shown in the example below). 

Table A-1. Data on personal computers, obtained from United Kingdom Compaq and Dell 
web sites, July 2000, to illustrate hedonic regression1 

 

 
1 Source: Consumer Price Index Manual: Theory and Practice – Geneva: International Labour Office, 2004. – P.P. 134-
135 (data on personal computers, obtained from United Kingdom Compaq and Dell web sites, July 2000). 
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Step 3. Find the linear regression equations relating the price of a product to each characteristic of 

this product. Each regression equation must be of the form2 

𝑦"! = 𝛽%"# + 𝛽%#𝑧!# ,    (A 1.1) 

where 𝑦"! is the price of product i obtained using the above simple regression model3 (the value of 

the dependent variable predicted by the model); 

 𝑧!# is the numerical value of product's characteristic k (recall that characteristics are measured by 

“quantities”); products here are indexed by i, and product's characteristics are indexed by k; 

𝛽%"# is the estimated intercept coefficient, and 𝛽%# is the estimation of the characteristic parameter. 

The number of equations should be ideally equal to the number of characteristics. 

Use Excel to run a regression. 

Find the coefficient of determination ("R squared") for each regression equation. 

Draw the graph of each equation, as shown in the “Excel file with exemplary data”. 

Interpret the results obtained. 

Step 4. Prepare and submit to the instructor an assignment report. The report should provide a 

detailed description of the Steps mentioned above (Steps 1 – 3). The Excel file should be attached 

to the report. 

In the assignment report, students are required to present all the information in an accessible and well-structured 

format with the use of sections and headings or subheadings so that it will become easier to locate and follow the 

information4. 

 

Students are NOT required to run a multiple regression analysis. 

 

 
2 An example is given in the “Excel file with exemplary data”. 
3 Simple linear regression is a statistical method that allows us to summarize and study relationships between two 
continuous (quantitative) variables: 

§ One variable, denoted x, is regarded as the predictor, explanatory, or independent variable. 
§ The other variable, denoted y, is regarded as the response, outcome, or dependent variable. 

Source: https://online.stat.psu.edu/stat462/node/91/  
4 See: https://australianassignment.com/blog/how-to-write-an-assignment-report/  


