Econ. 240B, Second Half Daniel McFadden, 2001

EXERCISE 0. HYPOTHESIS TESTING IN A MNL MODEL FITTED BY MLE
(Not to be handed in, for discussion the week of Oct. 23)

This exercise estimates a multinomial logit model by maximum likelihood, and tests several
hypotheses using Wald, LR, and LM tests. The application is discrete choice of travel mode for
shopping, with bus and auto alternatives, or the alternative of staying at home. The data are
artificially generated. The SST program ex0.cmd is in the class data directory, and can be run using
the unix command sst ex0. Output from one run of this program, which describes the hypotheses
and test procedures, is reproduced below. Using SST, or transcribing this program into TSP, carry
out the tests requested below. This exercise may be helpful for practical understanding of the
lectures on discrete response models.

SSTSpool [Fi | e: M&x0. out
WedBep2907: 05: 061999

ANEXAMPL E[OFIVAXI MUMLI KELI HOODIESTI MATI ON
ANDIHYPOTHESI SITESTI NGFORAMMULTI NOM ALILOG TIMODEL
GENERATE[SOVEMADE- UPIDATA, [SHOPPI NGICHO CELDF[{ 1) BUS,
(2) [AUTO, [OR 3) HOVEL] NOTRI P)

rangelobs[ 1- 400]

set WZMHrnd

set @t 2=6GO0EF0*uEH*nr nd #dravel i neliode2
set @t 1=00FB*uz5*nr nd #dravel @i nedodel
set @ c2=2+0. 04*tt2-.5*nrnd #dravel [dost [pdel2
set @cl=1. 25+0. 01*tt1-.5*nrnd #dravel [dost [pdell
set MEFDog(-1og(urnd)) #léxtremelval ueRV
set y1=-0.1*tt1-tcl+10+0og(-1 og(urnd)) 3

set [y2=-0.1*tt2-tc2+10+0og(-1 og(urnd)) 3

set [bnhe=1

set 2=0

set W=1*(yl>vmax(y2, 0)) +2*(y2>=vmax(y1, 0)) +3*(0>vmax(yl, y2))
| abel ar[tt1l] Mab[travel @i meus]

| abel var[tt2] Mab[travel @i nelaut o]

| abel War[tcl] Mab[travel [tost bus]

| abel ar[tc2] Mab[travel [dost [Aut 0]

| abel ar[i] O ab[ choi ce] al [ 1busR[aut oBHone]
covalvar[tt 1@t 2@ cl1d c2] [dov

Vari abl e: (M t 10 r avel @i melus

Me an IIMIMIMIIMIMIM 0. 23568 MISt andar didevi at i onMITY. 07601 M
M ni nunIIIIITIIITT 0. 8335 3 MM$k ewnes s [IMIIMIMMIMH 1. 56729e- 002

Maxi nu I . 13171e+002 Kur t osi s MR . 9696 2 [

Val i dldbser vat i ons MM400

Vari abl e: (M t 20 r avel @i mefaut o



Me an (MMM 0. 29345 MBSt andar didevi at i on[MMM 1. 58801 MM
M ni nunIIIIIIIINTI 9. 05803 [MI%k ewne's s HIMMIIIIIMIHE 0. 12238 [
Maxi nu M . 02718e+002Kur t osi S M3 . 41181 D
Val i dldbser vat i onsIMM400

Vari abl e: (MM c 10 r avel [@ost bus

Me an TR . 1424 1 St andar didevi at i on 0. 51380 I
M ni nunIIMIITIII. 61633 %k ewnes s IMMIMIIMIMHE 0. 14033 [
Maxi nu IS . 72038 MMIKur t osi s IR . 9854 1 [
Val i ddbser vat i ons M4 00

Var i abl e: (T c2ME r avel [dost [aut o

Me an (M4 . 4262 1 OISt andar didevi at i on[MM0D. 70304 [
M ni nunIIITITIITR . 482 29 [IMMI$k ewnes s QMMM . 39518e- 002
Maxi nu TG . 53560 MIMMKur t osi s IR . 809 64 [
Val i ddbser vat i onsM400

Correl ati on@nd[Covari ancelmtri x

ttl fl t 2 [T ¢ 1 [
tt 1049, 94471 [IMIMIMMIM%9. 03648 M. 51180 [
tt 2[MMD. 72179 UMMM . 33946e+002 [MM0D. 18747 I
t c 1[MMD. 14113 [MIMMME3. 15654e- 002 [MM0. 26333 UMD
t c2IMMD. 52834 (0. 72451 [MIMIIMHE 1. 57086e- 002

t ¢ 2
t t 1M, 62176 [
t t 2[MMM%. 8877 2 M
t c1MMH 5. 66009e- 003
t ¢ 2[IMM0. 49303

freglvar[i]
i ¢hoi ce
400val i didbser vati ons
bus [MMMaut o OIMIH o me 00

Count (IS 7 [T 4 3 T2 00 10
Per cent MMM 4. 25MMMI35. 75 IMMMH0. 00D

THI SICOVPLETESICENERATI ONLOFIVADE- UPLDATA

ESTI MATI ONCOFBASEIWNL MODEL (T
ml [dep[i] @ovmat [ cvat ] [coef [ beta] O
ivalt[tt: @t1@t22ZdEc: @cldc2zldl: dnelzZ[d2: Z[donelz] O

**********WLJLTI '\DVI Ame TB*********
Dependent Var i abl e: [

Val uelllllli. abe| IIMMCount [MMMMPer cent
1 (MMM u s IS 7 (ML 4. 25



2 [[MMMM&ut o [T 4 3 [IIMTM35. 75
3 (I’ o e [IIMIIMT2 0 O (M5 0. 00

| TERATI ONI1: [IMOLDILL FEMMHE 4. 39445e+002 (TS TEPE: (MMM . 2969 3 [
NEWILLFEMMHE 3. 11731e+002[IMIGCRAD* DI RECEIIMR2. 30453e+002

| TERATI ONI2: [IOL DL L FEFOMIE 3. 11731e+002 [MIST EPE M. 9941 6 I
NEWIL L F=MMH 3. 10431e+002MMIERAD* DI RECE M. 61166 [

| TERATI ONII3: [MOL DL L FEOMIE 3. 10431e+002 MMIS T EPE MMM . 0032 6 I
NEWIL L FZ[IME 3. 10429e+002 IMMGRAD* DI RECZIMMM3. 90115e- 003

At [@onver gencelgrad® [di r F[IIMM1. 48498e- 009

| ndependent OMMIMESt i mat ed ISt andar d OTTTTTHITITITTT -
Var i abl eI CToef f i ci ent [MNIMIMIMIIEr r or (IMIMIIIMIIISt at i sti c

tt (MMTH 8. 57271e- 002 MMM, 50024e- 002 [MMMMH 5. 7142 2 [
t ¢ [IMMMMH 1. 25794 (MMM . 201 1 1 [IIIMIMIMTHE 6. 25483 I

d 1 [N, 07 420 (MMM 28205 MIMIMIMINITY . 07790 [

d 2 0. 17796 LI . 99883 MMM 0. 18987 I

auxi l i ary($tati sti csMIMIMIMat (¢onver gence M ni ti al
| ogli kel i hood [MIMIMIIIMIIMIINIE 310. 43 OMIIIHE 439. 440
nunber [of [dbser vat i ons (I 00

percent [¢orrect | ypredi ct ed IMIMIIIIIIIITG 4

calcl 0=_I1k
mat ri x[@vmat

[ Or1l] COMIMIIO) (2] COImHTiim]) (3]
[ (] OMIM2. 25072e- 004MMH 1. 05793e- O03MME 1. 82733e- 002
[ (2] OME 1. 05793e- 0034 . 04472e- 002MM. 66843e- 002
[ (3] (M= 1. 82733e- 002[MMM. 66843e- 002 M. 64365 [
[ (4] (M= 8. 68450e- 00IIMME 0. 11046 MMM . 00648 [

[ (2] [
[ (I1] (IIE 8. 68450e- 003
[ (2] IIE 0. 11046
[ (3] [ 00648
[ (2] CIII. 99766 I

CONSI DERTHEIFOLLOW NGHYPOTHESES
Hl: (beta_tt EFM0. 1*beta_tc

H2: (bet a_dl=Fbeta d2

h3: (bet a_dl1ZFbet a d2[Z[10

HYPTHESI S[HLTESTSWHETHERTRAVEL [T1 MEO SIVALUEDIAT[10
CENTS/ M NUTE[OR[$6/ HOUR. I T STAIONE- DI MENSI ONAL [HYPOTHESI S.

HYPOTHESI SIH2 [TESTSWHETHERTHEIAL TERNATI VE- SPECI FI C
EFFECT SIFORIAUTOANDIBUSIARE[THELSAME. IITHI SW LLBETRUE

| FITHESEIREFL ECT [T HE[COMVONIPAYOF FLTOLSHOPPI NG, (BUTFAL SE

| FOTHERED SIANYTSYSTEMATI CIDI FFERENCED NCTHELATTRACTI VENESS
OF[AUTOANDIBUSIOTHERITHANTRAVEL [T1 MELANDICOST DI FFERENCES.



HYPOTHESI SIH3[TESTSWHETHERITHEIAL TERNATI VE- SPECI FI C
EFFECT SIFORIAUT OLANDIBUSTAREBOTHIEQUAL [TO.0. MTHI S SCA
2- DI MENS| ONALHYPOTHESI S

TESTI NGHL. [FI RST, BYIREPARAMETERI ZATI ON, [THI SICANBE
STATEDIASIAIHYPOTHESI S[THATIAPARAMETERI SIZERO. MIDEFI NE
AINEWVARI ABLE, [GENERAL| ZEDICOST[gc [F[ c[+d t / 100 [AND

ESTI MATETHEMODEL BELOW I FIH1 I S[TRUE, (THENW THTHI S
REPARAMETERI ZATI ON, (THEICOEFFI Cl ENTION t (BHOULDIBEZERQO, U
ANDIAT- TESTIONTHI SICOEFFI CI ENTO SIATESTIOFHL. TFORO
COVPARI SONIW THIOTHERITESTISTATI STI CS, [MTHESQUARELIDFTHI SO
T- STATI STI CI STAL SO.COVPUTED.

set [gclEHcl+tt 1/ 10

set [gc2FM c2+tt 2/ 10

ml [dep[i]Ovalt[tt: @t 1t 2[Z[gc: [gecllge2zdl: bnelz2[d2: Z[onelZ] IV
coef [ bet al] [@ovnat [ cvmat 1]

**********WLJLTI ’\IOVI AL[[Lw TB*********
Dependent War i abl e: [

Val ue Il abe| OIMMCount OMMMPer cent
1 (I u s CIMIIIITE 7 DM 4. 25
2 MMM ut o (MM 4 3 (M35, 75
3 (I o rre [IIIIITTE2 0 O [IMIIMIH 0. 00

| TERATI ONII1: (IOLDILL FEOME 4. 39445e+002 IS T EPE (M. 2969 3 I
NEWILLFEMHE 3. 11731e+002[[ICRAD* DI RECEIIMR2. 30453e+002

| TERATI ONI2: [MOLDMLL FEOMMHE 3. 11731e+002 [MTS TEPE: M. 994 16 [
NEWIL L F(Z[IMH 3. 10431e+002 [MGRAD* DI RECEMMR2. 61166 [

| TERATI ONII3: [MOL DL FEOMIE 3. 10431e+002 MMIS T EPE (M. 0032 6
NEWIL L FZIMH 3. 10429e+002 [MMGRAD* DI RECEIMM3. 90115e- 003

At [donver gencelgrad® [di r (F[IMIIM. 48498e- 009

| ndependent OMMIMESt i mat ed MMIMIIMIITSt andar d OTTTTTHITITITIT -
Var i abl eI CToef f i ci ent (MIMIMMIIEr r or [IMIMIIIMIIISt at i sti c

t t (M4 00669e- 002 [IIMIMMT2. 90022e- 002 (MMM, 38151 M
gc LIMMIMMHE 1. 25794 M0 . 2011 1 [IIIITITIE 6. 254 83 I

d 1 (M. 07 420 MMM 28205 MIMIMIMIMTY . 07790 [

d 2 [ 0. 17796 I 99883 MMM 0. 18986 I

auxi | i ary(S$tati sti csIIMIMIMIMat (¢onver gencelllll ni ti al
| ogli kel i hood (IIMIITIIIIIIMIIIITE 310. 43 (= 439. 440
nunber [of [dObser vat i ons [MIMIIMIIMIIT4 00

percent [¢orrect | ylpredi ct ed TG 4

cal clbet al[ 1] *2/ cvmat 1] 1, 1]
1. 90857 MM

SECOND, [AIWAL DITESTICANBELCAL CULATEDIFROMT HEIBASEIMODEL .



THETESTLSTATI STI Cll STASYMP. [CHI - SQUAREDIW THLID. F. (WNDERHL.

mat ri x[AZF{ 1; 30. 1; [0; [0}
mat ri x[A
[ ] mm

mat ri xbeta' *A*i nv( A" *cvmat *A) *A' *bet all
[ ] Omm
[ ] (Im. 90857 D

THI RD, [ALILRITEST[CANIBELCAL CULATEDIBYIRUNNI NGTHEMODEL
UNDERMHL. OTHETESTISTATI STI CI SIAGAI NLASYMP. [CHI - SQUARED
W THOLD. F.

ml [dep[i] Oval t[gc: [gecllgec2zldl: dnezzd2: Zzlonez] O
pr ob[ pb2pb3]

**********WLJLTI '\DVI Ame TB*********
Dependent ar i abl e: [

Val uelllllil. abe| IIMMCount [MMMMPer cent
1 (I u s (IS 7 (ML 4. 25
2 IMIMMAu't o (MM 4 3 [IIIM35. 75
3 (I o nre CIMIMITI2 O O (MMM 0. 00

| TERATI ONMI1: [IOL DL FEFMIE 4. 39445e+002 (IS T EPE [T 2987 8 I
NEWI L F=0MMH 3. 11608e+002 [MIGCRAD* DI RECEIIMMR2. 30446e+002

| TERATI ONI2: [IOL DL L FEOMIE 3. 11608e+002 IS T EPE M0, 99555 I
NEWI L F=MMH 3. 11390e+002 [MMIEGRAD* DI RECE M. 43751 [

At [eonver gencelgr ad® [di r EFOMMM. 73179e- 004

| ndependent [IMMESt i nmat ed [MIIMIMTITITSt andar d DT -
Var i abl eIMMCTCoef f i ci ent [MIIMIIMIEr r or MGt at i sti ¢

gc IMMIMIMHE 1. 01759 M. 78282e- 002 [MIIME 10. 40186 [
d 1[I 0. 04989 MMM . 08799 M. 23710 D
d 2 (MMM 0. 09161 [0 . 9999 1 (MMM 0. 09254 I

auxiliarylstatisti cs[MIMMIMMT&At (¢onver gencell ni ti al
 ogli kel i hood CIMIMIIMIIMIIMIMIE 31 1. 39 IMMIMHE 439. 440
nunber [of [Obser vat i ons [T 00

percent [¢orrect | ypredi ct ed IS 3

calcla=_I1k
calcirEF2*(l110EMI a)
cal cir



1. 9221210

FOURTH, [AULMTESTICANBELCAL CULATEDBYIAUXI LI ARYIREGRESSI ON:
CONSTRUCT [MTHELSCOREFORITHEUNRESTRI CTEDIMODEL [ATTHE

RESTRI CTEDIESTI MATES. IREGRESS[1[ONTHI S[SCORE. ITHENILM

| STHELSUMOF[SQUAREDLFI TTEDIVALUES.

set [pb1EFMNE pb2[E (pbIMMME#T i t t edlpr obabilities
set M1EFH i ==1) - pb 1M gener al i zedd esi dual s
set M2EH i ==2) - pb2

set Bt FAt1*r 1+t t 2*r 2[IMM#Scor e, [ t

set [ScEFAcl*r 1+t c2*r 2[MMEScor e, @ cO

set [SA1GED 1 MMIMMIIIIMIMIIIE $cor e, [d1

set [$d2E0 2 MMMMIMIIIIIIE $ cor e, [d2

regldep[ (1)] Wnd[ st $c3d1[3d2] pr ed[ onehat ]

#x kw0045 [(ORD] NARYILEASTISQUARESIEST] MAT] O * % % % % 4 %

Dependent [Var i abl e: [ 1)

| ndependent [IIMMESt i nat ed MGt andar o OIS -
Var i abl ellliMNCToef f i ci ent CIMMIIMIMEr r or OISt at i sti c

st (MMM . 54258e- 002 MMM . 50540e- 002 HIIMIMIMI. 02469 D

Sc [MMMMH 0. 2270 1 (MMM . 1934 6 MMM 1. 17338 [
sd 1 [MMMIMHE 0. 93538 (MMM, 27653 [IIMIMIIMIITE 0. 73275 MM

sd2[IMIMT8. 49096e- 002 [IMIMIO. 99540 [IIMMIIIIMIIS. 53022e- 002

Nurber [of [Cbser vat i ons (I 00

R- squar ed (ML . 00000 [

Cor r ect edR- squar ed I . 00000 I
Suniof [Bquar edResi dual s IIMIMIMIMITIS. 98165e+002
St andar dEr r or [of @ heRegr essi on[IIMIMITL. 0027 3 I
Dur bi n- WAt son($t at i st i cIMIMIIMIMIIIIY. 42493e- 003
Mean([of IDependent War i abl e [T . 00000 [

cal csum onehat *2)
1. 83473

THEHYPOTHESI S[H1 0 STRUE, [ANDOTHEIRESULTI NGTEST
STATI STI CSIARELSI M LAR. ITESTIANOTHERIHL [HYPOTHESI S
THATO SIFALSE, [SAYDbet a_t t (F[0. 05*bet a_t c. OTHE
STATI STI CSO NITHI SICASEIAREML| KELYOOALLIREJECT
THENULL, BUTW L L IBEIMORECSPREADIOUT I NLWAL UES.
FORTHEIEXERCI SE, [FORMTHEHYPOTHESESIH2 [ANDIH3 [AND
CALCULATEMHETESTESTATI STI CSIFORMTHEMUSI NGTHE
PROCEDURESIG VENLABOVE, [MODI FI EDIASINEEDED.



