Exercise on Choice Models
Objectives:  Analyze Qualitative Choice Models using the aacsb.txt file (web site). 

Data Background: 

The data file aacsb.txt contains data for 404 graduate business school programs on six variables, the names of which are contained in the first row of the file. The variable AACSB is a 1,0 dummy variable that indicates whether or not the American Assembly of Collegiate Schools of Business (AACSB) accredits the business school program.    Three other variables indicate the number of students enrolled (SIZE), the average GMAT score of enrollees, and the proportion of faculty with doctorates (FACPHD).  Two additional 1,0 dummy variables indicate whether the program granted a doctoral business degree (PHD), and whether the program was a public university (STATE).  The data for this file come from a study of accrediting practices published by Jantzen and Pendleton ("Preferences of the American Assembly of Collegiate Schools of Business," Journal of Education for Business, Vol. 70, Sept/Oct 1994,  pp. 6-11).  About two-fifths of all graduate business programs were accredited at the time the data were collected (1992). 

Assignment: 

(a)  Read the data in.  The appropriate STATA command is: 

insheet using "C:\EC471\aacsb.txt"    (change the name of the folder)

(b) To examine how the probability of being accredited is likely to be affected by a graduate business program's size, student GMAT scores, faculty doctorates, the presence of a doctoral business program, or being a publicly funded program, run the following ordinary least squares (OLS) regression: 

Interpret the regression coefficients, and conduct appropriate t-tests. 

(c) For how many observations, will the predicted probability lie outside the bound or 1 and 1?

 (d) Estimate a logit regression model explaining which schools became accredited by the AACSB and which were not.  Then, conduct appropriate t-tests on the logit regression coefficients.  Repeat for probit models.
 (e) Conduct a likelihood ratio test on whether or not the coefficients on the FACPHD and the PHD variables are both zeros each of the logit and probit models. 
 (f) Using the marginal effects at means, determine which variables significantly affect the probability of being AACSB accredited in each of the LPM, logit and probit models.

[Note: dlogit2 needs to be installed.  Help-search-all-dlogit2-install]
(g)  Find the partial effect of PHD, at means of regressors, each of the LPM, logit and probit models.
Suppose that one has collected the following data for Greene University:

SIZE  
GMAT       FACPHD    PHD   STATE 
300.     
540.           90                 0         1
(h) Using each of the LPM, Logit and Probit models, find the probability that AACSB will accredit the business school program of the Greene University.
(i)  Using each of (i) LPM and (ii) Logit and (iii) Probit models, determine how much the probability will be changed if the Greene University implements a Ph.D. program.
