
model
variable

alternative

choice

i
n
d
i
v
i
d
u
a
l
value

parameter

p
r
o
b
a
b
i
l
i
t
y

specification
example

different

meant
i
m
e

people

data populationgroup

utility function

c
a
l
c
u
l
a
t
e

function

test

price

using

important

fact

utilitynumber

context

income

epsilon_in

may
estimate

way

course

a
s
s
o
c
i
a
t
e
d

order

apply

called

scale parameter

behavior

videoa
s
s
u
m
p
t
i
o
n

zero

travel time

cost

looking variance

many

idea

call

practice

age

assume

choice model

decide

percent

item

l
o
g
 
l
i
k
e
l
i
h
o
o
d

type

electric

error

attribute
minus

epsilon

revenue

logit model

know

keep

coefficientdecision

understand

term
likelihood ratio

obtain

l
e
v
e
l

include

x_in

lambda

error term

ratio test

problem

possible

exactly

difference

a
c
r
o
s
s
 
a
l
t
e
r
n
a
t
i
v
e
s

interested

basically

e
s
t
i
m
a
t
e
d predict

used

table

select

d
i
s
t
r
i
b
u
t
i
o
n

c
o
n
t
i
n
u
o
u
s

quantity

another

impact

V_in

betam
a
r
k
e
t
 
s
h
a
r
e

p
a
r
a
m
e
t
e
r
 
m
u

p
r
o
d
u
c
t

theory

i
n
g
r
e
d
i
e
n
t

m
i
n
u
t
e

column

statistic
deterministic part

extreme value

linear specification

specific

random variable

decision maker

continuous good

v
a
l
u
e
 
d
i
s
t
r
i
b
u
t
i
o
n

economic characteristic

simple

question

denote

seen

size

C
_
n

socio economic

non linear

choose

t
e
s
t
i
n
g

belong

total

age category

less

application

buy
defined

list

remember

point

simply

n
o
r
m
a
l
i
z
e

segment

H_0

s
i
m
p
l
e
 
e
x
a
m
p
l
e

r
e
s
t
r
i
c
t
e
d
 
m
o
d
e
l

maybe

saw

person

back

axis

usually

low

linear

null hypothesis

something

identified

row

next
observation

b
u
s

looked

beta_1

i
n
t
e
r
v
a
l

discrete choice

h
y
p
o
t
h
e
s
i
s
 
t
e
s
t
i
n
g

a
c
r
o
s
s
 
i
n
d
i
v
i
d
u
a
l
s

modeling

always

discrete

selected

contains

divided

formula

new

maximum

made

budget

chosen

alpha

sometimes

discrete good

a
l
t
e
r
n
a
t
i
v
e
 
s
p
e
c
i
f
i
c

l
o
c
a
t
i
o
n
 
p
a
r
a
m
e
t
e
r

u
n
r
e
s
t
r
i
c
t
e
d
 
m
o
d
e
l

brand

behavioral

available

work

e
s
t
i
m
a
t
i
o
n

identify

correspond

true

independent

compare

unit

binary

generate

true value

epsilon prime

several

Hello

concept

future

Search MOOC Video

1

https://cede-webapps.epfl.ch/video-sequence-search/?csv=en_CHOICE-2
https://mediaspace.epfl.ch/media/0_51q0no34
https://mediaspace.epfl.ch/media/0_51q0no34


So we are looking at the logit model, and we are looking at the three
ingredients of the logit model. The choice set C_n, the epsilon_in, the
error term, and the V_in, the deterministic part of the utility function. In
the previous video, we looked at the choice set. In this video, we will
look at the epsilon_in.
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Actually, for the epsilon, we will do the same assumption that we did for
binary logit. We will assume that these epsilon_in are random variables
that are independent (and, by independent, I mean independent across
alternatives i, but also across individuals n) and that they are identically
distributed as an extreme value distribution, with location parameter 0
and scale parameter mu. So it's important to understand that this
independence assumption goes into both dimensions, across alternatives
i and individuals n. The fact that it's an identical distribution, it means
that the mu parameter, the scale parameter, is the same for all
individuals n and all alternatives i. And, as you will see, this parameter
mu, the scale parameter, will not be identified from data. So, in practice,
when we estimate the model from data, we will have to normalize its
value to one.
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But in the derivation, I will keep it as such. So because it's there and it's
important.
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