
Index

Please look in the Glossary for additional information on items listed in this index as
well as for items you don’t find here.

a, see Intercept
˛-level, see Alpha level
Abscissa, 128
Accuracy, 332
Adjusted r2, 349

formula, 342
Aggressive inquisitiveness, 9
Aging data, 217, 235
Alpha level, 348
ANOVA, 341
Antilog, 170, 279
Assumption(s)

integrated market model, 202
exponential, 240
linear, 222
maturity curve, 256

job pricing market model, 202
group of jobs, 270

linear model, 164
salary increase budget, final, 211
statistical inference in regression, 346

Average. See also Mean
Average, 70

arithmetic, 70
simple, 70
unweighted, 76
weighted, 76

formula, 77
Axis, 8

b, see Slope
ˇ, see Beta weight
Beta weight, 298

formula, 342
Budget. See also Salary increase budget
Budget to meet the market, 205

integrated market model, exponential,
244

integrated market model, linear, 224
integrated market model, maturity

curve, 258
job pricing market model, group of

jobs, 270
job pricing market model, power

model, 279
Business case, 2

Category(ies)
rules, 43
frequency distribution, 43
selection, 51

Central Limit Theorem, 337
Central tendency, measures of, 67
Chart, 128

bar, 18
Pareto, 328
pie, 16

Chebyshev’s Inequality, 102
Coding of indicator variables, 350

Statistics for Compensation: A Practical Guide to Compensation Analysis, By John H. Davis
Copyright © 2011 John Wiley & Sons Inc.
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434 INDEX

Coefficient
regression, 148
standardized, 298
change in sign, 301

Coefficient of determination, 150, 219,
284

cubic model, 187, 190
exponential model, 177, 178
formula, 150, 151, 177, 342
interpretation, mathematical,

152, 155
interpretation, problem, 152, 155
linear model, 150, 155
multiple linear regression,

284, 306
power model, 198, 199
spline model, 188, 190

Coefficient of variation, 107
characteristics, 113
formula, 107
interpretation and applications, 108

Coefficients, multiple linear regression,
283

Compensation, 1
Compound interest, 23, 333

formulas, 333
future value, 24
present value, 24, 26
Rule of 72, 334

derivation, 335
translating, 27

Comprehension gain, 51
Contingent condition, 313, 314
Correlation, 150,152

cubic model, 187, 190
exponential model, 177, 178
formula, 152, 342
interpretation, 152, 155
linear model, 152, 155
matrix, 302, 314
power model, 198, 199
spline model, 188, 190

Critical thinking steps, 2
Cubic model, see Model(s), cubic
CV, see Coefficient of variation

Data, 5, 52
point(s), 128

number of, 157
story behind, 8

set(s), 10
segregate, 310

Decision making, 1
Decision model, 5, 52
Degrees of freedom, 99, 341
Differences between simple and multiple

linear regressions, 284
Digging deeper, 158, 310
Distribution

bell-shaped, 55
bimodal, 60
frequency, 31
Normal, 56, 336, 346
of salary survey data, 338
shapes, 54
skewed, 59
symmetric, 54
theoretical, 56
uniform, 55

Distribution, frequency, see Frequency
distribution

Element, 96
Executive jobs, 277
Exponential model, see Model(s),

exponential

F-statistic, 342, 348
formula, 342

Factor, 120
critical, 123

Factors determining a person’s
pay, 321

Fitting line to data, 147
Frequency

absolute, 41
relative, 41

calculating, 49
Frequency distribution(s), 31, 41

absolute frequency, 41
category, 43
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INDEX 435

comparing, 44, 48
absolute, 48
more than two, 50
relative, 48

relative frequency, 41
rules for constructing, 43

Function, ill-defined, 90
Functional forms, 132

logarithmic transformation, 132
polynomial, 132

Future value, 24, 333
formula, 25, 333

Glossary, 357
Grand mean, 149
Graph, 128

Histogram(s), 31, 42
comparing absolute frequencies, 49
comparing relative frequencies, 49
construction, 43
with four types of measurements, 327

Horse before the cart, 160
Human resources, 1

Identities, algebraic and
logarithmic, 170

Information, 5, 51
loss, 51

Interaction terms, 351
Intercept

formula, 147, 341
multiple linear regression, 283

interpretation, 284, 296
simple linear regression, 147

interpretation, 149, 155
straight line, 143

interpretation, 145
Interest, 24

rate, 25, 333
formula, 333

Interquartile range, 111
Issues, types, 3

Join, 181

Knot, 181, 183, 187

Least squares, 136
line, 136
method of, 136

Linear interpolation, 86
Linear model, see Model(s), linear
Linear regression. See also Multiple linear

regression and Regression
Linear regression, technical note, 338
Location, measures of, 67
Log, see Logarithm
Logarithm, 168

antilogs, 170
common, 169
natural, 170

Logarithmic conversion, 340
Logarithmic model, see Model(s),

logarithmic
Logarithmic transformation, 168, 195

Market analysis, steps, 227, 244, 260,
270, 277

Market model(s). See also Model(s)
Market model(s), 201

integrated, 201, 202
assumption, 202
characteristics, 202
exponential, 233
linear, 215, 217
maturity curve, 251

job pricing, 201, 202
assumption, 202
characteristics, 202
group of jobs, 265
power model, 277

Market position, 22, 23, 201, 205
integrated market model, linear, 222,

224
integrated market model, exponential,

242
integrated market model, maturity

curve, 257
job pricing market model, group of

jobs, 270
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436 INDEX

Market position (Continued )
job pricing market model, power

model, 279
Mathematics, 6
Maturity curve, 181
Maturity curve model, see Model(s),

maturity curve
Maximum, formula, 220, 239, 267
Mean. See also Average
Mean, 70

arithmetic, 70
characteristics, 74
combination, 79
formula, 71
grand, 149
simple, 70
trimmed, 73, 74, 80
unweighted, 79
weighted, 78

Measure(s)
of central tendency, 67

characteristics, 74
of location, 67
of variability, 95

characteristics, 113
which to use, 78

Median, 68, 79
characteristics, 74

Midpoint, 220
progression, 175, 219, 237

Minimum, formula, 220, 239, 267
Mixed messages in evaluating a model,

308, 349
MLR, see Multiple linear regression
Mode, 67

characteristics, 74
Model(s). See also Market model(s)
Model(s), 9,119, 123

building, 9, 119
multiple linear regression, 285
process, five steps, 126

components, 123
cubic, 181, 252

equation, 183, 184, 252
evaluation, 186, 190

formula, 133
exponential, 167, 172

equation, 173, 174. 236
evaluation, 176, 178
formula, 134
prediction equation, 237

linear, 141
equation, 219
evaluation, 149
formula, 133
prediction equation, 219

logarithmic, formula, 134
logarithmic transformation, 132, 134
maturity curve, 133, 181, 251
multiple linear regression, 283

evaluation, 305, 349
polynomial, 132, 133
power, 193, 277

equation, 195, 278
evaluation, 197,199
formula, 134

quadratic, formula, 133
spline, 181, 187

equation, 183, 184, 187
evaluation, 188, 190
formula, 133

MOTH, 111, 176, 198, 237
MS, 341

error, formula, 342
regression, formula, 342
residual, formula, 342
total, formula, 341

Multicollinearity, 301, 306
solution to, 303

Multiple linear regression, 184, 283
equation, 283
evaluation, 305

Normal distribution, 56, 336, 346
Central Limit Theorem, 337

Number
cardinal, 326
interval, 325, 328
nominal, 324, 327
of data points
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INDEX 437

simple linear regression, 157
multiple linear regression, 285

ordinal, 324, 328
ratio, 326, 328
types, 324

Numbers raise issues, 6

Ordered pair, 128
Ordinate, 128
Outliers, 103, 204
Overlap, 343

Pareto chart, 328
Partitioning Sum of squares, 150, 284
Percent, 13, 14

bar chart, 18
difference, 21

formula, 22, 224, 244, 258
pie chart, 16

Percentage, see Percent
Percentile, 67, 85

bar, 90
estimating, 89
formula, 86
rank of, 86

formula, 88
reverse, 88
standard, 85

Period, 25, 333
formula, 333

Plot, 128
Plotting points, 128
P90/P10, 110

characteristics, 113
formula, 110
interpretation and applications, 111

Policy, pay, 206, 207
Population, 6, 96, 344
Power model, see Model(s), power
Precision, 332
Predicted value, 148
Present value, 24, 26, 333

formula, 26, 333
Principal, 25
Proportion, 14

Quadratic model, see Model(s), quadratic

r, see Correlation
r2, see Coefficient of determination
Raises

given on common date, 208, 209
given throughout the year, 206

Range, 109
characteristics, 113
formula, 109
interpretation and applications, 109

Range spread, 111, 112, 220,
239, 267

relationships, 269, 340
Regression. See also Simple linear

regression
Regression, multiple linear, see Multiple

linear regression
Regression, simple linear. See also Simple

linear regression
Regression, 137

simple linear, 141, 147
Regression terms, formulas, 340
Relationship, types, 131
Rounding, 17
Rule

for choosing model, 313
for keeping additional variable, 297
of 72, 334

derivation, 335

Salary increase budget
final, 201, 205

assumptions, 211
factors influencing, 210

market-based, 23
final, 201, 205, 206, 209, 227, 245,
261, 272
initial, 201, 205

Salary increase guidelines, 80
Salary structure, market-based, 201, 205,

211, 221, 226, 239, 255, 267
adjustment to, 212

Salary survey analysis, 201
methods, 203

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



438 INDEX

Salary survey analysis (Continued )
steps, 203
types of models, 203

Sample, 96
convenience, 97
random, 6, 97
types, 97

Scales, linear and logarithmic, 170
Scatter chart, 128
Scatter graph, 128
Scatter plot, 128
Scattergram, 128
Scientific method, 122
Scientific notation, 331
SEE, see Standard error of estimate
Sigma, 102
Significant figures, 330
Similarities between simple and multiple

linear regressions, 284
Simple linear regression. See also

Regression, simple linear
Simple linear regression

cautions, 155
intercept

interpretation mathematical, 149
interpretation problem, 149

slope
interpretation mathematical, 149
interpretation problem, 149

Simpson’s paradox, 82
Slope

formula, 147, 341
multiple linear regression, 283

interpretation, 284, 296
simple linear regression, 147

interpretation, 149, 155
straight line, 144

interpretation, 145
Solution, 5, 52
Spline model, see Model(s), spline
SS (Sum of squares), 341
SS error, see SS residual
SS regression, 150

formula, 341
SS residual, 150

formula, 341
SS total, 150

formula, 341
Standard deviation, 98

characteristics, 113
formula, 99
interpretation and application, 100
population, 99
sample, 99

Standard error of coefficient, formula,
342

Standard error of estimate, 154, 284
cubic model, 187, 190
exponential model, 177, 178
formula, 154, 342
interpretations mathematical and

problem, 154, 155
linear model, 154, 155
multiple linear regression, 306
power model, 198, 199
spline model, 189, 190

Standardized
coefficient(s), 298

formula, 298, 342
multiple linear regression, 306

equation, 298
weight, 298

Statistical inference in regression, 344
assumptions, 346

Statistics, 5
descriptive, 6
inferential, 6

Straight line, 143
equation, 143
intercept, 143

interpretation mathematical and
problem, 145, 155

slope, 144
interpretation mathematical and
problem, 145, 155

using the equation, 145
Sum of squares, partitioning, 150, 284
Sum of squares error, see SS residual
Sum of squares regression, see SS

regression
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INDEX 439

Sum of squares residual, see SS residual
Sum of squares total, see SS total

Table, aging, 216, 217, 235
Translating, 27
t-statistic. 342, 347

formula, 342
Two-sigma rule, 102, 109

Unweighted average, see Average,
unweighted

Unweighted mean, see Mean, unweighted

Value Exchange Theory, 319
Variability, measures of, 95
Variable(s), 120, 128

binary, 287
categorical, 287
controllable, 125
deciding, 128
dependent, 128, 183
dummy, 287
entry in multiple linear regression

all subsets, 291
all x-variables, 291
forward stepwise, 290
specify, 290

independent, 128, 183

indicator, 287, 350
coding, 350

relative impact in multiple linear
regression, 299

uncontrollable, 125
x-, 128
y-, 128

Weighted average, see Average, weighted
Weighted mean, see Mean, weighted

x-axis, 8, 128
x-variable, 128

first entry in multiple linear regression,
292

second entry in multiple linear
regression, 295

third entry in multiple linear
regression, 300

y-axis, 8, 128
y-variable, 128

z-score, 103
formula, 103
merging data sets, 105
outliers, 103
standardized equation, 298
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