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PANEL DATA MODELS:
Pooled model: 

Individual effects model:  1
Random coefficients model:  
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Pooled model
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Individual effects model
Nonhierarchical prior        Hierarchical prior

Random effects model
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Panel data example
• Costs for 6 U.S. Airlines companies for 1970-1984.

• Dependent variable:
– Output, in revenue passenger miles, index number

• Regressors:
– Total cost, in $1000
– Fuel price
– Load factor, the average capacity utilization of the fleet

• T=15 years, N=6 companies and k=3 regressors

Airline data
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Time series

6 individual regressions
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Ignoring heterogeneity by fitting on linear 
regression model for all 90 observations

Estimates
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Individual effects with 
nonhierarchical prior

Comparing other regressors
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Comparison

Individual effects with 
hierarchical prior
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hyperparameters

Other parameters
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Comparison



10

Other parameters

Other parameters
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Random coefficients model

Random coefficients
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