Exercise

(extended choice models)

1. True or false?  Explain.

(a) The sign of the coefficient of the multinomial logit model indicates the direction of the change of the probability when the corresponding regressor changes.  The same is true for the conditional logit model as well as the nexted logit model.

(b) The IIA assumption is not found in the multinomial probit model and the nested logit model.
(c) The variables for individual characteristics cannot be included as regressors in the conditional logit model.

2. Explain

(a) why there is no constant term in the conditional logit model.

(b) why one of the threshold values in ordered probit (or logit) models is given as 0.  

(c) why the first threshold parameter is given as zero in the ordered probit model.

3.  Using the data set, Tbl19-2.dta, replicate the following results.


Hint:  http://www.ats.ucla.edu/stat/stata/examples/greene/greene19.htm
(a) conditional logit (referred to as “unconditional”, the last column of Table 21.14, Greene)
(b) nested logit estimate

4.  Replicate the following results in the Wooldridge textbook.


Hint: http://www.ats.ucla.edu/stat/stata/examples/eacspd/chapter15.htm
(a) multinomial logit estimates, p. 499

(b) ordered probit estimates, Example 15.5, p. 507

