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ABSTRACT

The maximum mea&n square error will result when the multiple
regression is used to determine the régression coefficients of
ilkcondition of the independent variables. Infact, the approximate
value of parameter B is not good enough in quality. This research
studies a comparison-of Ridge regression; Regression principal component
and Multiéle regression analysis in the case of existing multicollinearity
among independent variableg. The datajfor each experiment were obtained

through simulation| from Wichern and Churchill (1984  : .304).

The conclusion obtained from the studies of regression coefficients
es?imation when - the 'variance of data is' 0.0, mean~square error of Ridge
regression and Regression principal component are larger than Multiple
regression analysis for e;ery level of degree of multicollinearity ..

When variance of data is 1l , mean square error of Ridge regression and
Regression principal component are smaller than Multiple regression

in the case that the degree of multicollinearity of the independent

variable is small. When variance of the data is 25 and 100, the mean



square error of Ridge regression and Regression principal 'component are
larger than Multiple regression analysis for every level of degree of

multicollinearity.

The studies of dependent variable estimation result that the
mean square error of Multiple regression is smallest. The mean square

error of Ridge regression i tiple regression than Regression

principal component.

When sample ( Juare of Ridge regression

and Regression' princip r to Multiple regression.
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