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The objective of this thesis is to compare methods in estimating
multiple regression coefficients with multicollinearity by comparing Ordi-
nary Least Squares (OLS) method, Ridge Regression(RR) method and Ridge and
Stein(RS) method. They are compared by using the percentage ratio of average
value of mean square error. The residual distribution in this study are nor-
mal distribution withz = 1 and 0 = 0.05, 0.10 and 0.15, contaminated normal

distribution with scale factors FJ ! 10, and percent contaminations of 5
and 10, and lognormal dlstn;puti 1 and o%=0. 05,0.30 and 0.70 thus

coefficients of variation g are 22%,59% and 100%, respectively.

Initial multiple regression ecocefficien calculated from eigenvector

which corresponds to mi
dent variables are cl
to 0.10 and 0.30, midd
are equal to 0.90 an
sified into 3 levels fg
0.30), middle levelsw«z
levels are equal to (0,

genvalu e correlatlon among the indepen-
into 3 ldv.lg hich low levels are equal
‘A “o-qgggeand 0.70, and high levels
of Tatn ndent variables, and clas-
e ls are ual to(0.10,0.10) and(0.30,

0,50) a 02700, ?0), and high
}0 99) in the case of 5 independent

variables. This stud ple-sizes 30, 50 and 100. The data are
obtained through simula@io anf te fio technlque, and repeating 500
times for each case. oncfh

s’ult% of comparing the percentage
(o]

However, in the case of orﬁ&i?ﬁist 3
for the number of 1ndependent #ariabr' 3 and multicollinearity at all
low level ((0.10), (0.30)) anﬂ#bome i vel (0.50). RS method also gives
the best result forj&o:mal distribution with the fumber of independent vari-
ables of 5 and multie - Tily al all oW levels((0.10), (0.30)) and all
middle levels ((O0. /) (0 70)) xj must be equal to 0.05
and sample size must 100.In th of contaminated normal distribution,
RS method gives the best result for the number of independent variables of 3
and 5, multicollinearlaz at all low levels((0.10), (0.30)) and some middle
level (0.50). In this O nmust bell.05 with sample size of 100, scale

e O PRURioEY veib] 4 han Gt besby badies with, st to

least respectlv y, the number of independent variables, scale factors, per-
centage of contamination, level ©f correlation and variances but converse to

sample si
B s et T ——
% and ;& ecause RR method

gives the best result when C.V. increase. ~

The average value of mean square error varies with, most to
least respectively,the number of independent variables, level of correlation
and variances but converse to sample size.

.n, RS method gives the best result
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