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ABSTRACT Regression techniques are generally used to predict a response variable using one or more
predictor variables. In many fields of study, the regressors can be highly intercorrelated, which leads to
the problem of multicollinearity. Consequently, the ordinary least squares estimates become inconsistent
and lead to wrong inferences. To handle the problem, machine learning techniques particularly, the ridge
regression approach, are commonly used. In this paper, we revisit the problem of estimating the ridge
parameter “‘k”’ by proposing some new estimators using the Jackknife method and compare them with some
existing estimators. The performance of the proposed estimators compared to the existing ones is evaluated
using extensive Monte Carlo simulations as well as two real data sets. The results suggested that the proposed

estimators outperform the existing estimators.

INDEX TERMS Ridge regression, multicollinearity, Monte Carlo simulations, mean squared error, Jackknife

technique, machine learning.

I. INTRODUCTION

The primary goal of the regression analysis is to predict
the response variable with the help of one or more pre-
dictor variables. In many fields of study, including medi-
cal sciences, engineering, economics, and social sciences,
the predictor variables are highly intercorrelated and in such
situations, the ordinary least squares (OLS) estimators are
inconsistent. Consequently, the OLS estimators have very
large standard errors and thus, lead to wrong inferences.
To cope with this problem, machine learning techniques
are widely used. Within these techniques, ridge regression
is a well-known regression method that can handle multi-
collinearity and issues due to the high dimensionality of the
data [1]. In ridge regression, the main idea is to introduce
biased estimators in order to decrease the overall variance.
The ridge parameter “k”, also called the tuning parameter,
is used to control the trade-off between bias and variance.
To define ridge regression, consider the following multiple
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linear regression model.
Y=XB+e ey

where Y = (y1,y2,...,yn) is an n x 1 vector of response
X11 X12 -+« X1p

. X21 X22 ... XQP
variable, X = .

is an n X p matrix of
Xnl Xn2 ... xnp

the observed regressors, B = (B1,B2,...,Bp)" is an
p x 1 vector of unknown regression parameters, and € =
(€1, €2,...,€,) is an n x 1 vector of random errors which
are normally distributed with mean vector 0 and covariance
matrix o2I, with I, is an identity matrix of order n, where
n is the number of rows and p is the number of columns
of the design matrix. The OLS estimator of the regression
coefficients B is obtained as

B=XX)"'xy
and

Cov(B) = a2(X'X)~!
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Note that the OLS estimator and its covariance matrix heavily
depend on the characteristics of the matrix X’X. Since the
OLS estimators are the best linear unbiased estimator, that is,
have the smallest mean squared error among the set of unbi-
ased estimators, these are generally preferred. However, if the
matrix X’X is ill-conditioned, it indicates that there exists a
multicollinearity problem. In such cases, the OLS estimators
are inconsistent and have large variances. In addition, some
of the regression coefficients may be statistically insignificant
or have the wrong sign and thus can be misleading [2].

To overcome the problem of multicollinearity, different
researchers suggested different methods, and one of the most
useful methods is the ridge regression method. The literature
indicates that an abundance of works has been done in this
direction [3]. Ridge regression was first proposed by Hoerl
and Kennard [1] to solve the multicollinearity problem. The
main idea was to add a small positive number to the diagonal
elements of the X’X matrix. The resulting estimator of 8 is
obtained as

B=XX+k,)'XY, k=0 )

where I, represents an identity matrix of order p, and k is
the ridge parameter. The above estimator is known as a ridge
regression estimator where k plays an important role in the
tradeoff between the consistency and bias of the estimator.
When £k — oo, B — 0, i.e., we obtain a stable but
tgiased estimator of 8. On the other hand, when k — 0,
B — OLS and we obtain an unbiased but unstable estimator
of B. Furthermore, for a positive value of k, this estimator
provides a smaller mean squared error (MSE) compared to the
OLS [2]. As the ridge estimator is heavily dependent on the
unknown value of &, the optimum value for k that can produce
the best results to some extent is still an open problem in the
literature. The estimator B is a complicated function of k£ and
several authors presented their proposals for the estimation
of k [3]-[25].

Due to the importance of the problem, this article aims
to revisit the estimation problem of ridge parameter k& and
to propose some new and efficient estimators. The proposed
methods will be compared with the existing methods using a
Monte Carlo simulation study and real data sets. The remain-
ing article unfolds as follows. Section 2 contains the review
of some well known existing ridge estimators as well as
our proposed estimators for estimating the ridge parameter k.
A Monte Carlo simulation study is given in Section 3.
Section 4 provides real data applications to assess the pro-
posals’ performance, whereas some concluding remarks are
discussed in Section 5.

Il. SOME EXISTING AND NEW ESTIMATORS

This section reviews some existing ridge estimators and
proposes some new estimators. To understand how the pre-
vious estimators are build, suppose that there exists an
orthogonal matrix W such that ¥'QW = ©, where ® =
diag(A1, A2, ..., Ap) contain the eigenvalues of the matrix
Q = X'X. Consequently, the modified form of equation 1
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can be written as
Y=X*aCe 3)
where
X*=XV anda =V

In the case of strong multicollinearity, some of the eigenval-
ues of the matrix 2 tend to zero. To overcome this issue,
a small quantity is added to the diagonal of the matrix X'X,
e, X'X + kI, (k > 0), which is the same as replacing the A;
by XA; + k, and it accommodates the estimator for the strength
of the linear multicollinearity. Consequently, the generalized
ridge regression estimator can be written as

a(k) = (X*X +KL)"'X*Y = (I, + KX*X) " 'a @)

where K = diag(ki, ko, ..., ky)k; > 0, and & = Q- lx*y
is the OLS estimator of «. [1] stated the value of k; that
minimizes the mean squared error (MSE) can be obtained by

ki = — &)

where o2 denotes the variance of the regression residuals
and o; represents the ith element of the vector «. Different
authors suggested different estimation techniques to estimate
the optimal value of k; and some of the widely used estimators
are described below.

A. HOERL AND KENNARD ESTIMATOR

The pioneering work of Hoerl and Kennard [1] suggested to
replace the variance o> of the OLS estimator and regression
coefficients ocl.z by their corresponding unbiased estimators 62
and &l-z, respectively, i.e.,

=

“'Q)l Q>
1 Y

2 > é?

where the residual mean square error 6 = L =

n—p

2 (y—y2) . . ) !
%([y)y) is an unbiased estimator of o2, and k is defined
as

)
knk = knk = %
max
where @,,,c denotes the maximum element of the vector &.
Note that when o2 and « are known, IQHK results in a smaller
MSE than the OLS.

B. KIBRIA ESTIMATOR

By generalizing the idea of Hoerl and Kennard [1], Kibria [9]
proposed some new estimators based on the geometric mean,
arithmetic mean and median of IAcl-. The resulted estimators are

. 62
kxk1 = ke = ———-
(T, al/e
. 1 <62
kko = kay = — -
V4 Z 051.2
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I%

Q)

kK3=kMED=Median|: j| i=12,...,p, forp>3

2
i
C. SHUKUR ESTIMATOR

Realizing the importance of the matrix XX, Shukur et al. [12]

proposed a new method for estimating the ridge parameter k.
The suggested estimator is given by

- tmax®
ks = kgs = = ~
(l’l - P)02 + tmaxarznax

where f,4y is the maximum eigenvalue of X’'X matrix.

D. ALKHAMISI ESTIMATOR

In the context of generalized ridge regression approach
[10], Alkhamisi and Shukur [26] generalizes the idea of
Shukur et al. [12] by applying the geometric mean, median
and maximum value approaches to estimate the k using the
following equations.

ksy = kpy = ( —)1/’7
o 1_[ | (n—p)6? + 14
~ t,'U
kgz = k55 = max(——————
o (n = p)62 + 1]
l‘,‘C’\T2

kss = kXS = median(——————
R Gperr

E. MUNIZ AND KIBRIA ESTIMATOR

Defining m; = Az, [2] proposed the following estimators

based on the square root transformations.

KM?2 = max(—)
m;
KM3 = max(m~)

KM4 = (]_[ )1/1’

KM5 = (]_[ m)'/P
i=1
1
KM6 = median(—)
m;
KM'7 = median(m;)

F. PROPOSED ESTIMATORS

Many researchers suggested principle component (PC)
regression technique to replace B with &, which is a linear
combination of uncorrelated variables. However, this method
suffers from the fact that each PC is itself a linear combination
of all the original variables, and thus it is often difficult
to interpret the results. This article proposed an alternative
method for the estimation of “k” by modifying some existing
estimators by replacing § and & with jackknife estimators.
Jackknife is a useful method for estimating and compensating
an estimator’s bias and does not require knowledge of the
theoretical form of standard error [27].
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G. JACKKNIFE ALGORITHM

Jackknife (JK) is a computer-based method for estimating
biases and standard errors [28]. Quenouille [29] proposed
the idea of Jackknife for bias estimation. Later, Tukey [30]
recognized the potential of jack-knife for estimating the stan-
dard errors. Further developments were presented by [17],
[31]-[38]. In the linear regression settings, Shao and Wu [39]
and Shao [40] presented general theoretical results on the
deleted-d JK algorithm which is a commonly used method
nowadays.

To understand the basic idea of the deleted-d Jackknife
approach, suppose we have a vector W; = (Y}, Zij)’ that
contains observed values w; for i = 1,2,...,n. where
Yi = 01,2, ,y,,), contains the responses, and Z;; =
(xj1, Xj2, . . ., Xjp) is a matrix of dimension n x k, where j =
1,2,...,k,i=1,2,3,--., n. Draw arandom sample of size
n from the population and label the elements wy, wa, ..., w,,.
To compute the deleted-d Jackknife estimator, we proceed as
follows.

Step 1: Divide the sample into ‘s
size d.

Step 2: Leave the first d observations from the sample at
a time and estimate the OLS coefficients @, using the n-d
observation.

Step 3: Delete the second d observation set from the
sample and compute again the OLS coefficients 0}2 from the
remaining n-d observations.

Step 4: Repeating the above, delete each time d observa-
tions out of the n and estimate the OLS coefficients 6); i » Wwhere
) ;. denotes the kth JK regression coefficient after deleting of
kth d observation set from the sample. Thus, the total number
of delete-d JK sample are S = ().

Step S: Finally, calculate the JK regression estimator as
follows:

’ independent group of

5 Zi:lajk
=

That is, the JK regressign AestimatorA é_] is the mean of the
deleted d-JK estimates 6;,, 0;,, --- , 0 [41].

H. PROPOSED ESTIMATORS

Using the delete-d Jackknife estimator, the first proposed

estimator is given by
& 2

. A2
min @,

IFS| =

The second proposed estimator is

&2

—
(1_[?:1 oi )l/p

The third proposed estimator is

1 62
IFS; = -y —
2y

IFS; =
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TABLE 1. Estimated MSE for p = 4 (superscript reports the MSE rank).

p o OLS HK KGM KAM KMED KSM IFS; IFS, IFS; IFS,
n=25
0.9 1 1365  0.780°  0.262° 0.29° 0.3967 0.134> 0.416% 0.196* 0.056' 0.0722
3 12,043 6.280°  1.331° 2.0047 2.507%  1.083° 0.409° 0.752* 0.192' 0.197?
5 34.822'0  18.688° 2.903° 4.587% 6.115%  4.8947  0.397% 0.897* 0.329' 0.3312
0.95 1 2.83410 1.511°  0.422° 0.389° 0.5357  0.171%  0.545% 0.222* 0.047! 0.0492
3 25.044'0  12.972°  2.132° 24785 3.200% 2.8127 0.387° 0.776* 0.184%2 0.163!
5 72411%0  38.623° 4.615° 5316  7.9107 13.426% 0.365° 0.908* 0.3222 0.293!
0-991 15.43819  7.978°  1.3857 0.615° 0.7895  1.451%  0.605* 0.316% 0.051' 0.0522
3 136.800'° 70.411° 6.6937 2.751° 5.363° 31.204% 0.236 0.838* 0.222! 0.225°
5 395.366'0 209.352° 13.9495 4.913° 14.1547 133.823% 0.288' 0.936* 0.371%2 0.374°
n=>50
0-901 0.5108 0.368”  0.1392 0.185% 0.243°  0.134'  0.238* 0.966'° 0.658° 0.3126
3 4.54910 2.446°  0.770*  1.4757 1.844%  0.359%2  0.261' 0.996° 0.861° 0.625%
5 129110 6.963°  1.635° 3.6787 4.566%  0.594%2  0.232' 0.999° 0.913* 0.744°
0.95 1 1.066° 06527 02242 027 0.379% 01051 0.352° 0.968° 0.657% 0.320*
3 9.500'° 5.036°  1.245° 2,057 2.536%  0.355° 0.267' 0.996° 0.860* 0.6333
5 269710 14.444° 2.611° 4.7837 6.238%  1.205° 0.213'  0.999* 0.912® 0.7512
1 5.88710 3.149°  0.7557  0.519%  0.706°  0.133'  0.482% 0.977% 0.669° 0.374°
3 5242110 27.531°  3.9607 2.945° 4.378%  2.951°  0.166' 0.997* 0.866% 0.680°
5 148.83910  79.068° 7.984° 5.547° 11.6807 15.651% 0.150' 0.999* 0.916% 0.786°
n =100
0.90 1 0.2641° 0.217°  0.084% 0.12*  0.148"  0.147%  0.163% 0.124° 0.022' 0.0472
3 231410 1.260°  0.437*  0.9387 1.199%  0.456° 0.261° 0.686° 0.104! 0.1182
5  6.6501° 3.592°  1.0125 25677 3.071%  0.463* 0.216% 0.865° 0.1932 0.178!
0.95 1 0.5480 0.384°  0.134* 0.182° 0.2477  0.121% 0.258% 0.141° 0.028' 0.0412
3 4.8091° 2.526°  0.709° 1.4087 1.790%8  0.317* 0.275% 0.711° 0.138% 0.086*
5 13.8141°  7.391°  1.632° 3.6937 4.426%  0.388* 0.198%2 0.877° 0.245° 0.131!
0.99 2.99910 1.624°  0.4647 0.418° 0.587%  0.059% 0.433° 0.213* 0.082° 0.017!
3 2620810 13.649° 2.276° 2.5847 3.346%  0.422* 0.173%2 0.783° 0.303° 0.042!
5 75460  40.082° 5.115° 5.7327 8.728%  2315°  0.119%2 0.912* 0.449° 0.079!

The fourth proposed estimator is

5_2
=)

1

IFS4 = Median(

Ill. SIMULATION STUDIES
For each simulation case, all covariates were standardized to
have mean 0 and standard deviation 1. Then, the predictors
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are generated as follows:
1
Xy = (1= p*)Zj+ pZ

where Z;; are pseudo random numbers generated using the
standard normal distribution and p represents the strong cor-
relation existing between two explanatory variables. These
explanatory variables are standardized so that X’X and X'y
are strongly related.
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TABLE 2. Estimated MSE for p = 8 (superscript reports the MSE rank).

p o OLS HK KGM KAM KMED KSM IFS, IFS, IFS3 IFS,

n=25
0.90 1 2909  1.773°  0.305° 0.3977  0.718%  0.117%  0.090' 0.145" 0.130° 0.147°
3 25.467'°  14.550° 1.962° 3.2467 5.312%  1.979° 0.595* 0.166' 0.246* 0.280°
5 73.160'°  43.014° 4.529°  7.91° 13.718%  9.7227  0.809* 0.361> 0.338' 0.378°
1 6.058"  3559°  0.538" 0.534° 1.030%  0.251° 0.082' 0.097* 0.084% 0.085°
3 5324810 30.249° 3.499°5 4.248% 7.133% 56287 0.582% 0.152% 0.151' 0.152?
5 153.040%° 89.503° 8.101° 9.9795 18.9127 26.923% 0.801* 0.361° 0.222' 0.2242
1 331810 19.194° 21627  0.923° 1.731%  3.043° 0.077' 0.028" 0.022 0.026°
3 293.421'0 164.982° 13.885° 6.094° 13.723% 62.796" 0.575* 0.165% 0.074' 0.0732
5 843.5860 488.936° 31.912° 12.326° 37.4017 270.543% 0.797* 0.400° 0.145% 0.1382

n=>50
112059 0.900° 0.157° 0.3977 0.458%  0.066° 0.034%> 0.036* 0.027' 0.027!
3 11.13'% 6.477°  1.002°  3.2467 3.736%  0.254° 0.198* 0.185% 0.097* 0.1012
5 31.52810  18.599° 24826 7917 96128  1.028° 0.467* 0.448% 0.183' 0.190?
1 2689  1.670° 0.276° 0397  0.699°  0.052° 0.024% 0.024*> 0.022* 0.021!
3 23.050%°  13.321° 17745 31257 5.225%  0.563°  0.188% 0.191* 0.1012 0.090!
5 6535210 38.378°  4.400° 8.3847 13.628°%  3.094° 0.456° 0.460* 0.194%2 0.176"
1 14.634  8.632°  1.095° 0.7517  1.445%  0.307° 0.012° 0.013® 0.037*> 0.016'
3 124.7411°  71.440°  6.9845 53497 10.271%  8.236° 0.186% 0.232* 0.1712 0.084!
5 354.607'0 206.615° 17.224° 12.8237 28.758% 42.204° 0.455° 0.516* 0.297% 0.169"

n =100
1 05981  0474°  0.084° 01737 0267  0.086°> 0.023* 0.037® 0.022" 0.030?
3 53341 3.161%  0.5495  1.5007  2.350%  0.248°  0.192* 0.109° 0.067' 0.0692
5 15284'1%  9.100°  1.369° 4.206" 6.255°  0.315° 0.463° 0.318* 0.125% 0.114!
1 12529  0.858°  0.145° 0.2597 0427®  0.061° 0.017% 0.024* 0.016' 0.021°
3 11.149°  6.508°  0.976°  2.2257 35998  0.173*  0.182° 0.110° 0.0662 0.051*
5 31.954'%  18.910° 2419 6.1137  9.237®  0.547°  0.450* 0.327 0.1312 0.091"
1 68949  4.020° 0.575° 0577 1.111%  0.050°  0.009*° 0.008* 0.024' 0.008°
3 61.299'%  35378° 3.8926 4.6417 7.781%  1.386* 0.178° 0.135° 0.1262 0.033*

5 175.7141° 102.904° 9.459% 11.5957 21.050% 8.138%  0.446* 0.377° 0.2312 0.071!
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TABLE 3. Estimated MSE for p = 16 (superscript reports the MSE rank).

p o  OLS HK KGM KAM KMED KSM IFS; IFS, IFS; IFS,
n=25

0.901 14.665'° 8536  0.501' 0.544% 1.2587  0.748°  1.087% 1.528% 0.712® 0.735%
3 140.4941°  82.444°  3.678° 4.5726  9.9487 187578  0.739! 1.313%2 1.71% 1.784*

5 383.55110 227.613° 9.884°5 12.7326 26.7147 75.115%  0.457' 0.842% 2.296% 2.406%
0.951 31.047%  17.836°  0.942* 0.74> 1.8237  2.083%  1.121° 1.616° 0.546' 0.685°
3 2993111 173.931°  6.910° 6.078° 13.7357 50.286%  0.511! 0.909% 0.984% 1.312%

5 814.38910  478.076° 18.539° 16.638° 38.0227 195.093% 0.294! 0.509% 1.190° 1.612*
0.95 1 17350210  97.654° 42207 1.3245 3.4125  22.299%  0.740° 1.096* 0.106' 0.3292
3 1687.368'19 964.936° 30.6867 9.9125 28.1756 479.467°% 0.161% 0.253% 0.133' 0.415%

5 4569.486'° 2637.427° 82.0687 24.837° 79.055° 1730.558% 0.116! 0.149% 0.167° 0.467*

n=>50

0'901 3.2261° 2.167°  0.207° 0.414° 0.853%  0.044!  0.048% 0.7107 0.054®> 0.204*
3 2889010  18.394°  1.540° 3.6287 7.312°  0.849°  0.106% 0.469* 0.088' 0.3733

5 79.000"°  49.976°  3.977° 9.7487 19.23%  4.023°  0.306% 0.262% 0.122' 0.459%
0.951 6.7641° 4.310°  0.386° 0.579° 1.289%  0.089°  0.0317 0.7197 0.024' 0.158*
3 6060210 382479  2.863° 4.9627 10.387%  2.623°  0.094% 0.284* 0.047' 0.235°

5 165.1541°  103.465°  7.403° 13.2247 27.839% 12.022° 0.286* 0.151%2 0.081! 0.277°
0.991 37.3101°  23.207°  1.709" 1.093° 2.832%  1.291°  0.010' 0.355* 0.011% 0.0523
3 334.459'0  207.879° 12.551° 8.766° 21.4837 33.692% 0.086* 0.067° 0.059' 0.065°

5 907.147'°  558.822° 32.353% 21.895° 60.7437 140.093% 0.274* 0.053' 0.1223 0.0832

n =100

0.901 1.42710 1.073°  0.104* 0.278% 0.518%  0.040'  0.051% 0.510" 0.050% 0.131°
3 128174 8.249°  0.7805 24667 4.645°  0.164>  0.069' 0.524° 0.085% 0.257*

5 3563810 229397 1.9726 6.7527 12436  0.605°  0.224%2 0.305° 0.114! 0.319*
0.951 3.0071° 2.033°  0.193> 0.404° 0.818°%  0.029°  0.035° 0.6017 0.023' 0.105%
3 2701210 17.210°  1.455° 35717 7.222%8 0376 0.057% 0.343* 0.041' 0.165°

5 751590 47.941°  3.669° 9.6897 18.677%  1.922°  0.204* 0.174> 0.067' 0.195°
0.991 16.7191°  10.444° 0.8517 0.8455 2.108%  0.172*  0.0112 0.410° 0.007" 0.036°
3 150.291'0  94.149°  6.392° 7.1897 16.364°®  5.859°  0.049° 0.083% 0.038' 0.0462

5 418.6810  262.843° 16.126° 18.9225 44.629° 28.0617  0.190* 0.048' 0.085% 0.058°

The n observations on the dependent variable are computed

as

yi = Bo+ Bxix + Bxip + - - + Bxip + €;

where €; are random errors that are normally distributed
with zero mean vector and covariance matrix o2 and B, is

VOLUME 9, 2021

considered to be identically zero. To see the effect of high
multicollinearity in the model, we consider three different
values for p, i.e., p = 0.90, 0.95, 0.99. To assess the effect of
sample size, n = 25, 50, and 100 are considered. Moreover,
the number of regressor, p, is set to 4, 8, and 16 whereas
the error variance o2 = 1, 3, and 5 are used. Furthermore,
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TABLE 4. Descriptive statistics for the Cruise-ship-info data.

age tonnage passengers length cabins pasgrden crew
Min 4.00 2.32 0.66 2.79 0.33 17.70 0.59
Median 14.00 71.89 19.50 8.56 9.57 39.09 8.15
Mean 15.00 71.29 18.46 8.13 8.83 44.19 7.79
Max 48.00 220.00 54.00 11.82 27.00 71.43 21.00
TABLE 5. Correlation matrix for the Cruise-ship-info data.
age tonnage passengers length cabins pasgrden crew
Age 1.00 -0.61 -0.52 -0.53 -0.51 -0.28 -0.53
Tonnage -0.61 1.00 0.95 0.92 0.95 -0.04 0.93
passengers -0.52 0.95 1.00 0.88 0.98 -0.29 0.92
length -0.53 0.92 0.88 1.00 0.89 -0.09 0.90
cabins -0.51 0.95 0.98 0.98 1.00 -0.25 0.95
pasgrden -0.28 -0.04 -0.29 -0.09 -0.25 1.00 -0.16
crew -0.53 0.93 0.92 0.90 0.95 -0.16 1.00

simulation studies are repeated 2,000 time and for each repli-
cation, the mean squared error (MSE) of the estimators is
computed.

A. SIMULATION RESULTS AND DISCUSSION

This section presents the performance of the existing as
well as the proposed estimators using the mean squared
error (MSE) as the assessment measure.

To evaluate the performance of the different estimators on
simulated data sets, different factors such as standard devi-
ation of the error term o, correlation coefficient p, sample
size n, and the number of explanatory variables p are varied
and the results are listed in Tables 1, 2 and 3. These tables
report the MSEs and their ranking for different estimators
used in this study. From these tables, one can observe that
the correlation coefficient and the sample size significantly
affect the MSE of the estimators. The MSE increased for all
the estimators when we increase the degree of correlation.
In general, when the degree of correlation p is increased,
the performance of our proposed estimators, especially, IFS;
and IFS4 becomes more visible as compared to other esti-
mators. With the increase in sample size, the MSE generally
tends to decrease, which has been previously observed in the
literature [3]. Increasing the standard deviation o of errors
also increases the MSEs of the estimators.

Considering the results for the number of explanatory
variables p separately, Table 1 reports the results for
p = 4 with the aforementioned specification of n, p, and o.
From this table, note that the OLS estimator performs worst
for different specifications used. In the case of n = 25 and
p € {0.90,0.95}, our proposed estimators IFS3 and IFS4
outperform the competitors. However, with the increase in
the values of p and o, IFS| improves its ranking. For n = 50,
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TABLE 6. Variance inflation factor.

Variables
VIF-value

disp
9.11

hp drat wt
520 | 232 | 7.01

gsec
3.19

the performance of our proposed estimator IFS; is remarkable
as it produces lower MSEs compared to the rest. On the other
hand, for p = 0.9 and smaller o values, KGM also performs
relatively better. In the case of n = 100, our proposed esti-
mator, especially IFS4, outperforms the rest in terms of the
lowest MSEs. It is worth mentioning that for any combination
of n, p and o, one of our proposed estimators produces the
lowest MSE, ranked 1%, that shows the significance of our
proposed estimators.

In Tables 2 and 3, we only change the number of variables,
that is, p = 8 and 16, respectively, and compute the MSEs for
different estimators using the aforementioned specifications
of n, p and o. From these tables, one can observe that the
correlation between the explanatory variables, sample size,
and error standard deviation affect the MSE of the estimators.
From the results of Table 2 we can see that when p =
0.90 and o = 1, IFS; performs well, for o = 3, 5, the per-
formance of IFS; and IFS3 are better than the rest of the
estimators. Note that as the value of p increases, the MSEs
produced by our proposed estimators are much smaller than
the OLS and existing ridge regression estimators, indicating
that our proposed estimators are capable to handle strong
multicollinearity situation better than the rest.

The results in Table 3 for p = 16 show that for p = 0.90,
n =25, 0 = 1, KGM and KAM perform better than the rest.
However, as the value of ¢ increases, the proposed estimators
outperform the rest. For other specifications of p, n, and o,
our proposed estimators perform well than the existing esti-
mators. Among our proposed estimators, the performance of
IFSs3 is evident as compared to the rest.
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TABLE 7. Mean square error for different estimators for the Cruise-ship-info data.

OLS HK

KGM KAM KMED KSM

IFS, IFS, IFS; IFS,

1.985'0  1.967% 1.479* 1.7945 1.880¢

1.970° 1.301% 1.9417 1.095' 1.1952

To conclude the simulation study results assuming
idifferent combinations of parameters, the proposed estima-
tors generally have the smallest MSEs than the ordinary least
squared and the existing ridge regression estimators, indi-
cating our proposed estimators’ significance and superiority
over the rest.

IV. REAL DATA APPLICATION

In the previous section, the Monte Carlo simulation study
compares the proposed estimators’ performance with the
existing ridge regression estimators. As in simulation studies,
some ideal conditions are considered. This section presents
two real-data examples to compare our proposed estimators’
performance in practical situations

A. CASE STUDY 1

To check the performance of the proposed estimators, we use
Cruise-ship-info data set. The data set is freely available on
University of Florida website.! The data contain 6 predictors
namely, ship (name of the ship), age (age up to 2013), tonnage
(weight of the ship in tonnage), passengers (passengers on
board (in 100s)), length (length of the ship (in 100s of feet)),
cabins (number of cabins (in 100s)), pasgrden, (passenger
density) and an outcome variable crew (number of crew
(in 100s)). The descriptive statistics for the data are given
in Table 4. From the table, one can see that variables are
on different scales, therefore before computing the results
of different estimators, we standardized them. Table 5 shows
the correlation matrix of the data and it is evident that most
of the variables are highly correlated with each other. For
example, there is a strong positive linear relationship between
crew and cabins, length, passengers, and tonnage. The age
variable has a moderate-weak relationship to the crew, while
passenger density shows a weak relationship to the number of
crews on board. The correlation coefficient of 0.95 between
the number of cabins on the ship and the number of crews
indicates that these two variables are strongly and positively
related. Similarly, Tonnage and passengers has the correlation
value of 0.95, whereas cabins are strongly correlated with
passengers and length (p = 0.98) indicating that the data set
has a strong multicollinearity problem. To investigate further,
we calculated the variance inflation factors (VIF) that detect
multicollinearity in the data. The VIF estimates show how
much the variance of a regression coefficient is inflated due
to multicollinearity in the model. The VIFs are calculated
by taking a predictor and regressing it against every other
predictor in the model. This gives the R-squared values,
which can then be plugged into the VIF formula. Finally, VIF
can be calculated as

1

1-R?

1

VIF; =

1http://users.stat.ufl.edu/Nwinner/datasets.html
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TABLE 8. Descriptive statistics for motor trend car road tests data.

mpg disp hp drat wt gsec
Min 10400  71.100  52.000 2.760 1.513 14.500
Median 19.200 196.300 123.000 3.695 3.325 17.710
Mean  20.090 230.700 146.700 3.597 3.217 17.850
Max 33.900 472.000 335.000 4.930 5.424 22.900

TABLE 9. Correlation matrix for motor trend car road tests data.

mpg disp hp drat wt gsec
mpg 1.000 -0.848 -0.776 0.681 -0.868 0.419
disp -0.848 1.000 0.791 -0.710 0.888 -0.434
hp -0.776 0.791 1.000 -0.449 0.659 -0.708
drat 0.681 -0.710 -0.449 1.000 -0.712 0.091
wt -0.868 0.888 0.659 -0.712 1.000 -0.175
gsec 0419 -0434 -0.708 0.091 -0.175 1.000

In general, a VIF above 5 indicates a high correlation and an
indication of multicollinearity in the data. The VIF values for
Cruise-ship-info data are given in Table 6 where one can note
that the VIF values of the variables disp, hp, and wt are greater
than 5, and thus the data set has a multicollinearity problem.

In Table 7, for each estimator, the estimated MSEs with
their ranking are given. From this table, it is evident that ridge
estimators have smaller MSE as compare to OLS. In addition,
our proposed estimators IFS3, IFS4 and IFS; are ranked 1, 2,
and 3, respectively. This suggests that the proposed estimators
outperform their competitors, suggesting the superiority of
these estimators over the rest.

B. CASE STUDY 2
We examine another dataset to check the performance of
existing and proposed estimators. The dataset is extracted
from the 1974 US Motor Trend magazine, and it contains fuel
consumption information and design features of a small (32)
set of cars. The data contain 11 predictors namely mpg
(Miles/(US) gallon), cyl (Number of cylinders), disp (dis-
placement (cu.in.)), hp (gross horsepower), drat (rear axle
ratio), wt (weight (in 1000 Ibs)), gsec (1/4 mile time),
vs (Engine (0 = v-shaped, 1 = straight)), am (transmission
(0 = automatic, 1 = manual)), gear (Number of forward
gears), and carb (Number of carburetors). We selected only
five highly correlated predictors from this data: disp, hp, drat,
wt, and gsec. Data set is freely available in R from the dplyr
package.
The descriptive statistics of the data are given in Table 8
and one can see that variables are measured on different
68051
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TABLE 10. Variance inflation factor.

Variables | age | tonnage

passengers

length | cabins | pasgrden

VIF-value | 1.90 31.93

34.54 6.86

25.92 3.04

TABLE 11. MSEs for the motor trend car road tests data.

OLS HK

KGM KAM KMED KSM IFS; IFS, IFS; IFS,

35.766'° 33.2257 5.808* 35.1548

23.2386

6.198° 3.1392 35.718° 0.905' 2.5352

scales, for example, the displacement variable ranges from
71 to 472 cm, while the gross horsepower variable ranges
from 52 to 335.

Pairwise correlation coefficients for different variables are
listed in Table 9 and one can see that most of the variables
are highly correlated with each other. For example, the corre-
lation between weight and miles/(US gallon) is -0.868, indi-
cating a high negative correlation. Similarly, the correlation
between displacement and weight shows a high linear positive
correlation of 0.888. The VIFs values for this data are listed
in Table 10. From this table, note that the VIF values for the
variables tonnage, passengers, length, and cabins are much
higher than the threshold value of 5, indicating a strong cor-
relation among predictors. Thus, there is a multicollinearity
problem in the data. The MSEs for different estimators along
with their ranking are listed in Table 11. From this table, one
can see that the existing as well as the proposed ridge regres-
sion estimators have the smallest MSEs compared to the OLS
estimator. Note that the MSEs for the proposed estimators are
much smaller than the rest estimators. Moreover, the results
indicate that the proposed estimators, IFS3, IFS4 and IFS;
outperform their competitors with IFSj3 is the best in terms of
MSE compared to all other estimators.

V. CONCLUSION

It is well documented in the literature that in the presence
of multicollinearity, the OLS estimators are inconsistent, has
large variances, and consequently, can lead to wrong infer-
ences. Ridge regression is a well known technique used in the
presence of multicollinearity in the data. However, this tech-
nique heavily depends on the estimation of ridge parameter k.
Thus, the main aim of this article is to introduce some new
estimators for estimating the ridge parameter. To this end,
we used the Jackknife approach and proposed new estimators
to estimate k. The performance of new estimators is evaluated
by extensive Monte Carlo simulations and two real data stud-
ies. The results show that as the number of variables, standard
deviation of the random error, and the correlation between
the independent variables increase, the MSEs also increase.
On the other hand, when the sample size increases, the MSEs
decreased. From the simulation studies and real data
examples, the results indicated that, in general, the proposed
estimators IFS3, IFSy4, and IFS; have the smallest MSEs than
the ordinary least squared estimators as well as existing ridge
regression estimators. Further, we conclude that the ridge
parameter estimates computed by the Jackknife technique are
better. As in this study, we consider only Gaussian error, in the
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future, the study can be extended by using errors from other
distributions.
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