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Choice  Models

31

Binary -

(Models of Qualitative - Choice) 2

Choice Models

341

Specified Model ~ Binary-
(Logit Model)

(Logit Model) specified model
HZ)
1 (3.1)

l+e
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L+ ¢ 1+ ¢”

1+e
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(general form)

= PO+ (3ISEXj+P2MRLL+ p3MR2+ P 4AGE + pSEDUQ +p6 Y]+ P TDEP]
+p8DI, + P 9HOSj +p DPREMIUM, +p LHCP1L+p PHCP2L+ p BHCP3L
FDYHCPAL P BHCPSIH D BCSMBS, + 1 oo (33)
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(Maximum
Likelihood Estimation) 0,1)
. (Heteroscedastic)
1 P = 1
1 +¢ed
P 2
INS: = 1
= 0
1
2
1+ 2=N

The Likelihood Function

L = Prob (INS1.......INSn) = ProbONS;)....Prob(INSN ......... (34)
(3) reduce form
L= proplpm). N
fIPINS(I- )0 (3.5)

( nrepresent the product ofa number of factor)



(4) maximize the logarithm of L

LogL = 5jog + Zlog(l-/>)
i= i=nl+H

differentiate Log L 30 Pi

p O Pj
dlogL " BA/3p0 Vv ap,/ap0
SPo = & A ", 1-p.
= 0
dlogL AOPi/OPI £ aPj/aPi
[ i=H 1
0
P
(3.1)
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(PREMIUM)
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(Logit Model)
(Maximum  Likelihood Estimation ~ MLE)
( )

3.7

2,114

2539)

(Qualitative  Choice)
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