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Statistical Innovations Online course: 

 Latent Class Discrete Choice Modeling with Scale Factors 

 

ANSWERS Session 1: 

Introduction to Choice Modeling with Scale Factors 

 

 

Question A1.1: Should you include the Brand x Price interaction in the final model? 

Explain. 

 

No, since the BIC value of the model with the interaction (14423.6771) is higher than the BIC 

value of the model labeled '3classfinal' (14418.2061).  

 

Question A1.2: Can you explain the difference between active and inactive sets? 

 

Of all possible sets that could be presented to respondents and can be found in the Choice Sets 

file, the active sets are those that were actually administered in the survey. The inactive sets 

were not administered, but expected choice probabilities for these sets (as well as the active 

sets) for each latent class can be found in the SetProfile output.  

 

 

Question A1.3:  In what way is use of an inactive set similar to the use of a simulator?  

 

A choice simulator is an interactive tool that simulates the results of a choice model for user-

specified sets based on the estimated model parameters. By including all the user-specified 

sets (both the active sets which were actually administered, and those inactive sets which were  

not administered) in the LG Choice sets file, various simulator output could be obtained in LG 

Choice output.   

 

Question B1.1: Which of these 3 models fits best? 

 

The third model fits best since it has the lowest BIC value.  
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You might have ended up in a local solution for the third model  and based on that output you 

would conclude that the second model fits best. We updated ‘TV_4cl.lgf’ so the global 

solution is obtained.  

Question B1.2: 

 a)  For model  ‘4cl w TimeR_cov’, is the difference in completion time  

  between the 4 classes statistically significant?  

 Yes, this answer can be found in the Parameter section of the output.  

     

 

 b) What is the p-value for testing the null hypothesis that the completion time 

 does not differ between classes? 

 p ≤ .001 (6.4 E-5). 

  

 c) Examining the Profile output, which classes have the shortest completion  

 time? 

  

 Classes 3 and 4 have the shortest completion time. 

 

Question B1.3:  

 a) For model  ‘4cl w TimeR_scale_pred’, what is the effect estimate for  

 'TimeR’ in the scale model? 

 This answer can be found in the Parameters section of the output. The estimated  effect 

 of 'TimeR' is 0.0414. 

 

  b) Interpret this effect – overall, is completion time associated with a higher 

 or  lower scale factor? 

 Higher, since the effect estimate is positive. 
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 c) Is the effect statistically significant? 

 Yes, p=0.00045. 

 

Question B1.4: Which model fits best now? 

The BIC of the new model is 6747.2818 which is lower than the BIC value of the other three 

models. Thus, the new model fits best.  

 

Question B1.5: Do the scale effects differ significantly across classes?  

Hint: Examine the parameters output. 

 

Yes, the relevant p-value is associated with the Wald(=) statistic and is ≤ .001 (1.5e-12).  

Note: Your output may report the classes in a different order but the statistics should be the 

same as above. 

 

Question B1.6: Does the mean completion time for the random responder class differ 

from the other classes? How? Can you explain this result? 

 

Note: Your output may report the classes in a different order but the statistics should be the 

same as above. 
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Yes, the respondents from the fourth class, what we are referring to as the "random 

responder" class, have the lowest completion times. This random class might include 

respondents who are indifferent about the attributes (i.e., attributes are not important to them) 

as well as those who do not take their task as a respondent seriously.  Thus, it might be 

expected that completion times for these responders would be shorter than for the other three 

classes.   

 

Question C1.1: Figure 14 shows the class-specific choice probabilities for choice set 1 

separately for sclass=1 and sclass=2. Show how to compute these choice probabilities given the 

parameters shown in Figure 11.    

See the annotated .xls sheet: ExerciseC1.1.xls 

 

Question C2.1: Which Standard model fits best?  

 

 
 

The 6 -class model has the lowest BIC (2256.4982) among the standard models.  

 

Question C2.2: Does the 2 sclass model improve the fit according to the BIC?  

Yes, since BIC drops to 2181.8757. 

 

Question C2.3: Does that model fit better? 

Yes.  

 

 

 


