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MULTICOLLINEARITY DIAGNOSTIC AND USING THE
RIDGE REGRESSION TO SELECT THE VARIABLES OF

THE INVESTMENT AGRICULTURE EQUATION IN IRAQ
FOR THE PERIOD 1980-2000.

ABSTRACT:

This papers estimate the investment agriculture equation in
IRAQ for the period (1980-2000)by using the ridge regression
method to chose the variables which is the best estimators for the
econometrics study, because the high correlation between the
predicator variables , the multicollinearity diagnostic is done by
Variance Inflation Factors (VIF) and Condition Index(CI) and
Variance Proportions. The (SAS) Package is used to obtain the

results.
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Analysis of Variance

Sum of

Mean

Source | DF Squares Square F Value | Prob>F R-square Adj R-sq

Model 8 180532.7823 | 22566.59779 9.181 0.0004 0.8596 0.7659

Error 12 | 29495.28606 2457.9405

C Total | 20 | 210028.0684

(7) ¢ sz
(OLS) s et Slag ol dly b pluisinly puiall Sledaadl ooy Joor
Parameter Estimates
VEELID Ps::m::zr Sté?rctl)?'rd H0:Pa-:afr$12ter=0 ekl \I,:f:iaat?::

INTERCEP 416.935953 | 516.781269 0.807 0.4355 0
X1 0.04991 0.05220063 0.956 0.3579 1.41693955
X2 0.180212 0.10512263 1.714 0.1122 11.0934337
X3 -0.000997 | 0.00457609 -0.218 0.8312 2.89935589
X4 0.017182 0.07980278 0.215 0.8331 2.01969825
X5 -0.089008 | 0.08201621 -1.085 0.2991 2.14973082
X6 -0.061583 | 0.04287256 -1.436 0.1764 9.33770128
X7 -0.229494 | 0.43552464 -0.527 0.6078 4.94505849
X8 0.10626 0.05706049 1.862 0.0872 7.13557084
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Laukisd 3yl ObLI AdlarY) Ayginall Jlesy P ded ptsundy(P-VaTU@) a3 prsd o o)) d> s
(0,95 a8 g cov ObLMN ilamY) gl Jo Ju 28 0.05 o 1 P i 05

Y X1 X2 X3 X4 X5 X6 X7 X8
v 1 0.869 0.264 0.439 -0.301 -0.685 .0.634 | -0.364
0 0.466 | (0.000) | (0.247) | (0.047) | (0.185) | (0.001) | (0.002) | (0.105)
X1 0.466 1| 0.32869 | 0.31102 | 0.09778 | 0.00476 | -0.15973 -0.152 | 0.10118
(0.033) 0| (0.1457) (0.17) | (0.6733) | (0.9837) | (0.4892) | (0.5107) | (0.6626)
x2 | 0.869 | 0.32869 1| 031393 | 0.54772 | -0.21755 | -0.79479 | -0.77999 -
(0.000) | (0.1457) 0| (0.1658) | (0.0102) | (0.3435) | (0.0001) | (0.0001) 9’\-5“7"2"7,55
X3 | 0.264| 031102 | 0.31393 1| 0.39895 | 0.48499 | 0.07999 | -0.07213 | 0.31797
(0.247) (0.17) | (0.1658) 0| (0.0732) | (0.0259) | (0.7303) | (0.756) | (0.1601)
x4 | 0439 009778 | 0.54772 | 0.39895 1| 022745 | -0.26897 | -0.39266 | -0.125
(0.047) | (0.6733) | (0.0102) | (0.0732) 0| (0.3214) | (0.2384) | (0.0783) | (0.5893)
X5 | -0.301 | 0.00476 | -0.21755 | 0.48499 | 0.22745 1| 0.29254 | 0.38441 | 0.38039
(0.185) | (0.9837) | (0.3435) | (0.0259) | (0.3214) 0| (0.1981) | (0.0853) | (0.0889)
X6 | -0.685 | -0.15973 | -0.79479 | 0.07999 | -0.26897 | 0.29254 1| 0.63252 | 0.82403
(0.001) | (0.4892) | (0.0001) | (0.7303) | (0.2384) | (0.1981) 0| (0.0021) | (0.0001)
X7 | -0.634 .0.152 | -0.77999 | -0.07213 | -0.39266 | 0.38441 | 0.63252 1 0.687
(0.002) | (0.5107) | (0.0001) | (0.756) | (0.0783) | (0.0853) | (0.0021) 0 | (0.0006)
X8 | -0.364 | 0.10118 | -0.57273 | 0.31797 .0.125 | 0.38039 | 0.82403 0.687 1
(0.105) | (0.6626) | (0.0067) | (0.1601) | (0.5893) | (0.0889) | (0.0001) | (0.0006) 0
(®) ¢y Jox
o) SULl cpldl Jow g (b il Ity iaed) ygdend)
Numb | Eigenva Conditi | Var Prop Var Var Var Var Var Var Var Var
l;r '% ev on INTERCE Prop Prop Prop Prop Prop Prop Prop Prop
u ndex P X1 X2 X3 X4 X5 X6 X7 X8
1 7.85045 1 0 0.0025 | 0.0004 | 0.0003 | 0.0009 | 0.0013 | 0.0001 0.0003
) 3.4768 . 0.005
0.6494 9 0.0114 | 0042 | 0.0007 | 0.0032 | 0.0082 | 0.0007 :
5.8576
& 0.2288 4 0 0.6047 | 0.0044 | 0.0004 | 0.0332 | 0.0402 0 0.0026
7.4526
- 0.14134 7 0.0003 | 4005 | 0.0007 | 0.0001 | 0.0002 | 0.4341 | 0.0038 | 0.0003 | 20021
14016
5 0.06039 2 0.001 | 40002 | 0.0019 | 0.0005 | 0.4193 | 0.0934 | 0.0005 | 0.0012 | %1001
12.761
6 0.04821 31 0.0003 | 4,307 | 04251 | 0.0606 | 042 | 0.0007 | 0.0004 | 0.0003 | %1189
22.653
U 0.0153 25 0.0004 | 4023 | 02002 | 07961 | 0.0479 | 0.2361 | 0.0039 | 0.0013 | %2198
36.574
8 0.00587 | 82 0.0028 | 0114 | 02658 | 0.1405 | 0.0682 | 0.1389 | 0.6274 | o.0162 | 01083
0.00024 | 179.20
9 4 75 09952 | 0156 | 0.3505 | 0.0016 | 0.007 | 0.0471 | 03632 | 0.9805 | 04429
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Analysis of Variance

Source DF | Sum of Squares Mean Square F Value Prob>F R-square Adj R-sq
Model 8 180532.78232 22566.59779 9.181 0.0004 0.8596 0.7659
Error 12 29495.28606 2457.94050

C Total 20 210028.06838

(V) 020 g

Tgynod! ey SULU(OLS) s andll ity palt iy b plutsianly yiall Slodadd! g Jgbr

Parameter Estimates

Variable DF Para.meter Standard T for Prob > Varia[\ce

Estimate Error HO:Parameter=0 IT| Inflation
INTERCEP 1 140.710952 10.81872386 13.006 0.0001 0.00000000
X1 1 12.617119 13.19612275 0.956 0.3579 1.41693955
X2 1 63.298237 36.92356971 1.714 0.1122 11.09343369
X3 1 -4.113154 18.87649899 -0.218 0.8312 2.89935589
X4 1 3.392180 15.75483755 0.215 0.8331 2.01969825
X5 1 -17.639748 16.25409250 -1.085 0.2991 2.14973082
X6 1 -48.659962 33.87588685 -1.436 0.1764 9.33770128
X7 1 -12.990153 24.65224084 -0.527 0.6078 4.94505849
X8 1 55.146917 29.61317999 1.862 0.0872 7.13557084
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ridge regression for INVESTMENT EQUATION IN IRAQ
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