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Abstract

_The maximum méan squares error will result when‘the least
~-squares method is used to determipe the_regression coefficients

of i1l condition of fhe-independent variableso‘ In fact, the
épproximéte valué of parametér 8, 1s not good enough in quélity.
Thisvresearch shows how. to evaluafe the regression coefficients by
the method of Ridge RegreSsion; This méthod has presumably more
effectiveneés in minimizing the mean squareélerror than the
method of the least squares. The study, in addition, shows the
evaluation of [regression coefficients between the method of least

squares and Ridge Regression.

The result of this research by Ridge Regressioﬁ method
gi§es the biased estimator of parameter's and minimizes the mean
squares error when compared to the least equares.method. The
resdlts of these twé methods have equal pros and cons when using

them to examine the estimated value of both methods with the



observed variable. Given the estimate values of each method,
the value of the above method is not different from the observed

variable of the dependent variable. The Ridge Regression method

!y least squares method.
The Ridge Regression meth , complicated and

‘time consuming for they i@ determination.
s 14 ice 4 H

ermination of .

is not suitable for general da

1, the Ridge
Regression 18 the meth st oh regression
coefficient, This meth ter .t t squares method

 because it gives the minii leati squares error, compared to the
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