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Using these guidelines, let us propose the first group, nonsmokers, as the compari-
son group, because this meets the criteria of being a common group (a large portion of 
the sample, well defined, and so forth). The other three groups will then be compared 
with this first group.

Set Up the Dummy-Coded Variables

Knowing that we have k − 1 possible comparisons, represented by k − 1  
dummy variables, we need to create them and set them up appropriately. I often 
encourage students learning this technique to use a table such as Table 4.6.

Once we have identified the comparison group, it is arbitrary what group is 
assigned a 1 on what dummy variable: as long as each of the other groups is assigned 
a 1 on one and only one dummy variable, things will work out fine. We will set up 
three dummy variables to account for the three contrasts that make the most sense. In 
this case, we will use nonsmokers as the comparison group and compare each other 
group with that one.

When all three dummy variables are entered into the regression analysis at the 
same time, they completely capture the effect of SMOKE and also allow for simple 
contrasts between the designated comparison group and each of the other groups. In 
fact, in OLS regression, the unstandardized regression coefficient(s) for each dummy 
variable represents the actual difference between the two group means. Creating these 
variables will be different depending on the software package you use. I will have a 
guide online to show you how to do this in SPSS via point-and-click if you are inter-
ested. The most efficient way I know of to do this is to create all dummy variables via 
syntax, assigning each individual who is a member of one of these groups a 0 on all 
variables,7 as most of the matrix above is populated by zeros:

compute DUM1=0.

compute DUM2=0.

7	 Make sure to exclude any cases with missing data from this process; otherwise they will be lumped in 
together. 

Table 4.6  Setting Up Dummy-Coded Variables

Smoking Status DUM1 DUM2 DUM3

0 (Nonsmoker) 0 0 0

1 (Former smoker) 1 0 0

2 (Occasional smoker) 0 1 0

3 (Daily smoker) 0 0 1




