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The objective of this study is to compare the ridge regression estimators with three methods for finding
value of k in ridge regression are Hoerl and Kennard method, Sequential Search method and Bayesian method. The
comparison was done under conditions of the distribution of random errors is Normal distribution with standard
deviations are 0.05, 0.5, 1 and 3, sample sizes are 10, 30, 50 and 100, and the levels of multicollinearity are 0.1, 0.3,
0.5, 0.7, 0.9 and 0.99. The study represents in two parts, namely: the independent variables are related  one group,
the numbers of independent variable are three and five, and the independent variables are related in two groups, the
numbers of independent variable are two or three in first group and the numbers of independent variable are two in
second group. The data of this experiment were generated through the Monte Carlo Simulation Technique. The
experiment was repeated 1,000 times under each condition to calculate the average mean square error (AMSE) of
ridge regression estimators. Results of this study can be summarized as follow

1. the case ofthe independent variables are related cne group

- When the numbers of independentvariable are three, Bayesian method has the lowest AMSE for
the every levels of multicollinearity and sample sizes with standard deviations are 0.05, 0.5 and 1. Sequential Search
method has the lowest AMSE for the very high level of multicollinearity with standard deviation is 3.

- When the numbers of independentvariable are five, Bayesian method has the lowest AMSE for
the every levels of multicollinearity and sample sizes with standard deviations are 0.05 and 0.5, and when sample
sizes are 30, 50 and 100 with standard deviation is 1. Sequential Search method has the lowest AMSE for the very high
level of multicollinearity with standard deviation is 3.

2. the case ofthe independentvariables are related in two groups

Bayesian method has the lowest AMSE for the low and medium level of multicollinearity and every
sample sizes with standard deviation 0.05, and when the level of multicollinearity in the first or the second group is high
and sample sizes are 30, 50 and 100 with standard deviations are 0.5 and 1. Sequential Search method has the lowest

AMSE for the very high level of multicollinearity with standard deviation is 3.

The AMSE varies directly with the numbers of independent variable are related, the level of
multicollinearity and the standard deviation of error, but the AMSE varies inversely with the numbers of independent

variable and sample size.
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