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The Variance Estimation for Pareto Distribution: A Simulation Study
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Abstract

This research proposes the variance estimation method of Pareto data and to compare
three variance estimation methods. Those methods are simple method, the adjusted variance
method with term (n - 1)/n, and the adjusted variance method with term (n - 2)/n. The research
was congsidered by the absolute of bias (|Bias|), the mean absolute errors (MAE) and the mean
square errors (MSE) of variance estimator. This research used Monte Carlo Simulation method.
Results of this research show that the |Bias| of simple method is the lowest for almost all
conditions. We can arrange the methods as follows: the adjusted variance method with term
(n - 1)/n and the adjusted variance method with term (n - 2)/n, respectively. For all situations,
the MAE and MSE the of adjusted variance method with term (n - 2)/n is the lowest. We can
arrange the methods as follows: the adjusted variance method with term (n - 1)/n and simple

method, respectively.
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1. unlh
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Buiuiisdnsudd aa. 1895 (Pareto 1985)
TuASIwINEENNITRANBASFINE1237 N9
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AasanApudLYIalindY wazAIAAALAFoY
AavaneRAy @ nIUNIIUIzUUAIAY
wst s IRanuAsEln agtnale i
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YSuAANULUSUTWSemaNFAST (1 - 1)/n
waLASUSuAANNLL USRI EIN BN AT
(n - 2)/n MUAAY

BUSuAANNLUTU TN NaNA AT
(n - 2)/n WHA1panandouduysalindsy
(MAE) LazAAanLARBUASNaD9IRAe
(MSE) milgn Tunnazdusesaunniiodi
WATNNITAVVRIAINNIITNDT TD9ANUN FD
33USuA1AMNMYSUIIUA B IMB LA AST
(n - 1)/n kaz359819418 ANAAU

ANANANITANABY WUL1 LEpUUIA
fangnedidnfindudnlndetud (n - «) fn
AANLBULEYY (Bias) 289sUseanaynItH
Adnlndrud dude fMyszananIsii
wwuausdszanaurfilieudsiiovuin
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UszanaasAaNuLdIdTIugnganuLls
Usyueedseanns o’ =ba’ [[(b-1)(b-2)]

saty TunstszanadianuwlsUsu
2BINNSUANUAINLIA AITHEABUSURANANY
wsUmEmaNAAST (1 - 2)/n Wipsann
Juasliennaamdsuduysalindy (MAE)
wazAIRAAIRABUIAADRAY (MSE) milge

a31eil 1 FenaeuBeasduysal (Biasl) Aeanandeuduysaliadey (MAE) wasaaandnuma

SRNDLH (MSE) 299U IZINAAANNLUSUTIUTRINNTUANKAINLER WiaAsTined

a winiy 0.5

|Bias|

MAE MSE

BS 3 C, 7 C, BS

%C, | wC, | S | ®BC, | BC,

510.0273777
6 (0.0017141
7 10.0013456
8 10.0008067
10 |0.0001328
15 |0.0001990

0.0166938
0.0016287
0.0008679
0.0007152
0.0008779
0.0004536

0.0060099 |0.6744705
0.0049716 | 0.1084494
0.0030815 | 0.0010246
0.0022371 | 0.0017347
0.0016229 | 0.0000384
0.0007081 |0.0000029

0.4314601
0.0694084
0.0006554
0.0011103
0.0000253
0.0000020

0.2425757 (0.0702653
0.0390655 [0.0226606
0.0003777 {0.0103777
0.0006293 [0.0070304
0.0000164 {0.0033432
0.0000015 {0.0011136

0.0587800 | 0.0479355
0.0195874 | 0.0169263
0.0092734 | 0.0084518
0.0063141 |0.0058088
0.0030668 |0.0029144
0.0010478 | 0.0010346

6 | 5 10.0122309
6 (0.0029421
7 10.0008098
8 10.0002458
10 0.0000697
15 (0.0001654

0.0058521
0.0000483
0.0009455
0.0009290
0.0007011
0.0003832

0.0005266 |0.7850373
0.0030386 | 0.0038952
0.0027009 | 0.0003926
0.0021037 {0.0001492
0.0013325 | 0.0000282
0.0006009 | 0.0000023

0.564560951
0.0026990
0.0002730
0.0001044
0.0000201
0.0000017

0.3488393 [0.0645266
0.0017366 [0.0166368
0.0001815 {0.0090655
0.0000707 {0.0059804
0.0000143 [0.0030701
0.0000014 {0.0010310

0.0556867 | 0.0473550
0.0149719 | 0.0136126
0.0083074 | 0.0077541
0.0055156 | 0.0052102
0.0028564 | 0.0027389
0.0009818 |0.0009697

Toudulst wanede FBmavszanaueniilie [Bias| siige vier MAE shilan w3orn MSE sifige
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A3ed 1 ApueuBsdiysal (Biasl) Ananawasuduysalieds (MAE) wasaanainasuias
SRNDLH (MSE) 299U IZINAUAANNLUIUTIUTDINNTUANKRINLER WiaAsTined
a Winnu 0.5 (6)
|Bias| MAE MSE

B S B C, B C, B S % C, B C, B S B C, 3 C,
5 [0.0129865 | 0.0074111 | 0.0018356 | 0.1429927 | 0.1049869 |0.0728728 [0.0420832 |0.0376442 | 0.0335790
6 [0.0032515 |0.0006442 | 0.0019632 | 0.0028941 |0.0021189 |0.0014751 |0.0152229 |0.0139328 | 0.0128838
7
8

0.0009081 |0.0006105 | 0.0021291 | 0.0003037 | 0.0002229 | 0.0001691 |{0.0085017 | 0.0078575 | 0.0073832
0.0000769 | 0.0009059 | 0.0018887 | 0.0000996 | 0.0000740 | 0.0000644 |0.0054134 | 0.0050651 | 0.0048308
10 (0.0001246 |0.0006580 | 0.0011913 [0.0000197 |0.0000149 | 0.0000114 |0.0028162 | 0.0026534 |0.0025629
15 (0.0001247 |0.0003172 | 0.0005096 | 0.0000020 |0.0000015 | 0.0000013 |0.0009717 | 0.0009276 |0.0009129
8 | 5 0.0078485 |0.0048163 | 0.0017842 |1.6760710 |1.2832620 | 0.9428495 |0.0448877 | 0.0404822 |0.0364037
6 (0.0027353 |0.0005184 | 0.0016985 | 0.0045803 |0.0035013 | 0.0025751 |0.0140802 | 0.0130718 |0.0122468
7 10.0008197 |0.0004980 | 0.0018158 | 0.0002745 |0.0002099 | 0.0001573 |0.0079934 | 0.0074739 | 0.0070892
8 (0.0003209 |0.0005696 | 0.0014600 |0.0001272 |0.0000976 | 0.0000736 |0.0051927 | 0.0048749 | 0.0046580
10 (0.0001035 |0.0005728 | 0.0010421 [ 0.0000163 |0.0000128 | 0.0000102 |0.0026162 |0.0024827 | 0.0024086
15 (0.0000880 |0.0002609 | 0.0004339 [ 0.0000018 |0.0000015 | 0.0000012 |0.0009296 | 0.0008887 |0.0008718
9 | 5 (0.0131934 |0.0088340 | 0.0044745 | 0.1609880 |0.1271409 | 0.0973025 {0.0321933 |0.0296540 | 0.0273572
6 (0.0022124 |0.0002999 | 0.0016125 |0.0019780 |0.0015591 | 0.0011962 |0.0128403 | 0.0120435 |0.0114128
7 10.0007992 |0.0003699 | 0.0015389 [ 0.0002103 |{0.0001658 | 0.0001292 (0.0075200 |0.0070832 | 0.0067551
8 (0.0000911 |0.0006749 | 0.0014408 | 0.0000680 |0.0000542 | 0.0000432 |0.0047750 |0.0045363 |0.0043792
10 (0.0000661 |0.0004874 | 0.0009087 |0.0000140 |0.0000113 | 0.0000093 |0.0025101 | 0.0023952 |0.0023290
15 (0.0000916 |0.0002450 | 0.0003983 |0.0000014 |0.0000011 | 0.0000010 |0.0008487 |0.0008170 |0.0008053
10| 5 [0.0133202 |0.0093840 | 0.0054478 |0.4502253 |0.3646268 | 0.2880603 [0.0315317 |0.0292885 |0.0272577
6 (0.0015817 |0.0000764 | 0.0017346 | 0.0004912 |0.0003958 | 0.0003158 |0.0117277 |0.0110808 | 0.0105794
7 10.0004391 |0.0005770 | 0.0015932 | 0.0001492 |0.0001210 | 0.0000979 |0.0069460 | 0.0066042 |0.0063540
8 (0.0001894 |0.0005098 | 0.0012091 | 0.0000590 |0.0000480 | 0.0000392 |0.0046576 | 0.0044400 |0.0042888
10 (0.0000639 |0.0004433 | 0.0008227 |0.0000123 |0.0000102 | 0.0000085 |0.0023794 | 0.0022798 | 0.0022204
15 |0.0000613 |0.0002024 | 0.0003434 | 0.0000013 |0.0000011 | 0.0000010 |0.0008278 | 0.0007970 |0.0007850
16| 5 [0.0037736 [0.0017859 | 0.0002018 | 0.0014018 |0.0012119 | 0.0010423 [{0.0189252 |0.0181359 | 0.0174663
6 (0.0009186 |0.0001426 | 0.0012039 {0.0002197 {0.0001907 | 0.0001659 (0.0093426 |0.0090082 | 0.0087451
7 10.0004580 |0.0002207 | 0.0008994 | 0.0000732 |0.0000636 | 0.0000556 |0.0056738 |0.0054780 |0.0053334
8 (0.0000344 |0.0004214 | 0.0008772 | 0.0000298 |0.0000261 | 0.0000231 |0.0037404 | 0.0036256 |0.0035450
10 (0.0001031 |0.0003534 | 0.0006037 | 0.0000069 |0.0000061 | 0.0000056 |0.0019164 |0.0018656 |0.0018384
15 (0.0000431 |0.0001384 | 0.0002336 | 0.0000009 |0.0000008 | 0.0000007 0.0006855 |0.0006696 |0.0006631
20| 5 10.0021635 | 0.0007532 | 0.0006570 | 0.0006080 | 0.00054561 | 0.0004891 |0.0166497 | 0.0160973 |0.0147214
6 (0.0003851 |0.0003841 | 0.0011534 |0.0001333 |0.0001203 | 0.0001092 |0.0078341 | 0.0076400 |0.0074946
7 10.0002169 |0.0002800 | 0.0007770 | 0.0000473 |0.0000427 | 0.0000389 |0.0047838 | 0.0046631 |0.0045750
8 (0.0000323 |0.0003708 | 0.0007093 [0.0000189 |0.0000172 | 0.0000158 |0.0031714 |0.0031043 | 0.0030615
10 (0.0000655 |0.0002551 | 0.0004447 | 0.0000049 |0.0000045 | 0.0000042 |0.0016647 |0.0016320 |0.0016136
15 (0.0000462 |0.0001175 | 0.0001888 | 0.0000006 |0.0000006 | 0.0000005 |0.0005987 | 0.0005888 |0.0005848

Touduld mnefie Bnstszanandilien [Bias| shilge wiosn MAE silan wier MSE silge




RMUTP Research Journal, Vol. 4, No. 2, September 2010

a5l 1 AenaeuiBesduysal (Biasl) Meanandeuduysaliedes (MAE) wasfaaandnuma
SRNDLH (MSE) 299U IZINAUAANNLUIUTIUTDINNTUANKRINLER WiaAsTined
a Winnu 0.5 (6)

|Bias|

MAE

MSE

BS

% C,

% C,

BS

% C,

3 C,

BS

% C,

3 C,

25

0.00256044
0.0007402
0.0001343
0.0000409
0.0000344
0.0000357

0.0013625

0.0001106

0.0002599
0.0002329
0.0001873
0.0000931

0.0002207

0.0005190
0.0006542
0.0005066
0.0003402
0.0001506

0.0005587
0.0001137
0.0000352
0.0000165
0.0000041
0.0000005

0.0005110
0.0001043
0.0000325
0.0000143
0.0000038
0.0000005

0.0004676
0.0000960
0.0000302
0.0000134
0.0000035
0.0000004

0.0143368
0.0072166
0.0043028
0.0028758
0.0015062
0.0006371

0.0139854
0.0070514
0.0042205
0.0028223
0.0014813
0.0005297

0.0136879
0.0069193
0.0041630
0.0027861
0.0014674
0.0006267

30

10
15

0.0017333
0.0004004
0.0001897
0.0000605
0.0000385
0.0000270

0.0008075

0.0001129
0.0001407

0.0001683
0.0001658
0.0000752

0.0001183

0.0006263
0.0004711
0.0003971
0.0002931
0.0001234

0.0003280
0.0000861
0.0000292
0.0000122
0.0000033
0.0000004

0.0003044
0.0000804
0.0000273
0.0000114
0.0000031
0.0000004

0.0002832
0.0000753
0.0000256
0.0000108
0.0000030
0.0000004

0.0124488
0.0065485
0.00394564
0.0026845
0.0013780
0.0004890

0.0121903
0.0064350
0.0038794
0.0025433
0.0013586
0.0004835

0.0119764
0.0063470
0.0038311
0.00256166
0.0013473
0.0004810

40

10
15

0.0006893
0.0003375
0.0001005
0.0000580
0.0000297
0.0000076

0.0000211
0.0000459

0.0001450
0.0001135
0.0001254
0.0000442

0.0006472
0.0004294
0.0003906
0.0002850
0.0002211
0.0000808

0.0002149
0.0000565
0.0000202
0.0000088
0.0000025
0.0000003

0.0002038
0.0000536
0.0000193
0.0000084
0.0000023
0.0000003

0.0001939
0.0000511
0.0000184
0.0000080
0.0000023
0.0000003

0.0104805
0.0056322
0.00335568
0.0022637
0.0012070
0.0004234

0.0103466
0.0054558
0.0033160
0.0022266
0.0011956
0.0004194

0.0102390
0.0053964
0.0032880
0.0022081
0.0011894
0.0004176

50

10
15

0.0008495
0.0001650
0.0000227
0.0000514
0.0000035
0.0000271

0.0003116
0.0001383
0.0001722
0.0000857
0.0000737
0.0000560

0.0002262

0.0004416
0.0003671
0.0002228
0.0001509
0.0000849

0.0001698
0.0000430
0.0000167
0.0000069
0.0000019
0.0000002

0.0001624
0.0000413
0.0000151
0.0000066
0.0000019
0.0000002

0.0001558
0.0000398
0.0000146
0.0000064
0.0000018
0.0000002

0.0094427
0.0049372
0.0029999
0.0020190
0.0010842
0.0003763

0.0093377
0.0048870
0.0029754
0.0019988
0.0010744
0.0003744

0.0092622
0.0048494
0.0029589
0.0019841
0.0010679
0.0003738

75

10
15

0.0004887
0.0001416

0.0000494
0.0000345
0.0000060
0.0000140

0.0001350
0.0000603
0.0000809
0.0000566
0.0000574
0.0000334

0.0002188
0.0002622
0.0002112
0.0001478
0.0001087
0.0000529

0.0001061
0.0000277
0.0000099
0.0000045
0.0000013
0.0000002

0.0001030
0.0000269
0.0000096
0.0000044
0.0000012
0.0000002

0.0001003
0.0000263
0.0000094
0.0000043
0.0000012
0.0000001

0.0077652
0.0040501
0.0024373
0.0016354
0.0008771
0.0003100

0.0077108
0.0040205
0.0024215
0.0016248
0.0008721
0.0003087

0.0024104
0.0016174
0.0008691
0.0003082

0.0076666
0.0039968

100

5
6
7
8
10
15

0.0005022
0.0000927

0.0000139
0.0000057
0.0000141
0.0000034

0.0002367
0.0000582
0.0000835
0.0000736
0.0000526
0.0000181

0.0000287

0.0002092
0.0001808
0.0001416
0.0000910
0.0000328

0.0000782
0.0000202
0.0000074
0.0000033
0.0000009
0.0000001

0.0000765
0.0000197
0.0000072
0.0000033
0.0000009
0.0000001

0.0000749
0.0000194
0.0000071
0.0000032
0.0000009
0.0000001

0.0066811
0.0034564
0.0021093
0.0014251
0.0007664
0.0002678

0.0066380
0.0034399
0.0020992
0.0014189
0.0007633
0.0002668

0.0066026
0.0034278
0.0020923
0.0014149
0.0007616
0.0002662

Fonduld nunede 3BnsUszanaeniilian

|Bias| milgn wiern MAE silgn wiar MSE siige
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a5l 1 AenaeuiBesduysal (Biasl) Meanandeuduysaliedes (MAE) wasfaaandnuma
SRNDLH (MSE) 299U IZINAUAANNLUIUTIUTDINNTUANKRINLER WiaAsTined
a Winnu 0.5 (6)

. |Bias| MAE MSE
n

ws | #C | BC, | BSs | wC, | BC, | S | wC, | B
200 | 5 [0.0002117 | 0.0000804 | 0.0000508 | 0.0000358 | 0.0000354 | 0.0000350 |0.0046649 | 0.0046494 | 0.0046365

5

6 {0.0000059 | 0.0000691 | 0.0001442 |0.0000096 |0.0000095 | 0.0000094 |0.0024393 | 0.0024342 |0.0024304
7 10.0000125 | 0.0000362 | 0.0000849 |0.0000036 |0.0000036 | 0.0000036 |0.0014963 | 0.0014926 |0.0014901
8 10.0000173 | 0.0000168 | 0.0000509 |0.0000016 |0.0000016 | 0.0000016 {0.0010019 | 0.0009992 |0.0009973
10{0.0000010 | 0.0000203 | 0.0000396 |0.0000005 |0.0000005 | 0.0000004 |0.0005345 | 0.0005332 |0.0005325
15{0.0000053 | 0.0000126 | 0.0000199 [0.0000001 |0.0000001 | 0.0000001 |{0.0001909 | 0.0001906 |0.0001905
300 | 5{0.0001324 | 0.0000452 | 0.0000421 |0.0000238 |0.0000237 | 0.0000235 {0.0038339 | 0.0038270 |0.0038214
6 10.0000572 | 0.0000070 | 0.0000431 |0.0000065 |0.0000064 | 0.0000064 {0.0019991 | 0.0019954 |0.0019924
7 10.0000190 | 0.0000134 | 0.0000459 |0.0000024 |0.0000024 | 0.0000024 {0.0012290 | 0.0012266 |0.0012248
8 10.0000030 | 0.0000257 | 0.0000483 |0.0000011 |0.0000011 | 0.0000011 {0.0008241 | 0.0008230 |0.0008224
10{0.0000019 | 0.0000110 | 0.0000238 |0.0000003 |0.0000003 | 0.0000003 |0.0004395 | 0.0004388 |0.0004384
15{0.0000005 | 0.0000054 | 0.0000103 {0.0000000 |0.0000000 | 0.0000000 |0.0001549 | 0.0001546 |0.0001545
500 | 5 {0.0000290 |0.0000232 | 0.0000753 | 0.0000137 |0.0000136 | 0.0000136 {0.0029460 |0.0029427 | 0.0029398
6 10.0000054 | 0.0000246 | 0.0000546 | 0.0000038 |0.0000038 | 0.0000038 |0.0015474 | 0.0015458 |0.0015446
7 10.0000107 | 0.0000301 | 0.0000495 |0.0000015 |0.0000015 | 0.0000014 |0.0009594 | 0.0009588 |0.0009584
8 10.0000050 | 0.0000086 | 0.0000222 |0.0000006 |0.0000006 | 0.0000006 |0.0006426 | 0.0006418 |0.0006411
10{0.0000058 | 0.0000135 | 0.0000212 |0.0000002 |0.0000002 | 0.0000002 |0.0003455 | 0.0003453 |0.0003452
15|0.0000037 | 0.0000066 | 0.0000095 |0.0000000 |0.0000000 | 0.0000000 |0.0001201 | 0.0001201 |0.0001200
1000[ 5 [0.0000569 | 0.0000308 | 0.0000047 | 0.0000069 | 0.0000069 | 0.0000069 |{0.0020797 | 0.0020786 | 0.0020777
6 10.0000076 | 0.0000074 | 0.0000225 |0.0000019 |0.0000019 | 0.0000019 {0.0010869 | 0.0010864 |0.0010861
7 10.0000026 | 0.0000123 | 0.0000220 | 0.0000007 |0.0000007 | 0.0000007 |0.0006635 | 0.0006632 |0.0006630
8 10.0000026 | 0.0000042 | 0.0000110 |0.0000003 |0.0000003 | 0.0000003 |0.0004499 | 0.0004497 |0.0004496
10{0.0000018 | 0.0000020 | 0.0000057 [0.0000001 |0.0000001 | 0.0000001 |0.0002424 | 0.0002423 |0.0002422
15|0.0000026 | 0.0000040 | 0.0000055 |0.0000000 |0.0000000 | 0.0000000 |0.0000847 | 0.0000847 |0.0000847

Toudulst wanefie FBmavszanaendilbien |Bias| ifign wier MAE smilan wiaen MSE silan

4.2 fooehomsus:gniiB

MIYTTHIUAIANNLYUIUIIUYRINTS
wanuaswLanansnsainlUszgnalsle el

suuAdnguiiegreanyszsnsfiiinis

@

WANUAIW LAWY 30 fn Tagyadisail

1.03, 1.06, 1.01, 1.12, 1.04, 1.01, 1.29, 1.11,
1.16, 1.24, 1.46, 1.28, 1.03, 1.02, 1.12, 1.32,
1.32, 1.05, 1.06, 1.16, 1.41, 2.25, 1.06, 1.62,
1.08, 1.6b, 1.35, 1.09, 1.04, 1.29

namuannITuaniasTastayafingie
faguil 2
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Density Plot

M =30 Bandwidth = 0.08845

UM 2 Msuanuasupsdayafiagng

RN RH AR R LI R e PR HIT b
VYOINTHANUAGHLAG Sl

a = min{X,..,X,} = 101
T T —
G 1.202602
In| — In| ————
a 1.01
= 5.729437

Jusin lyinnsUszanaannnu Ll sU5u
YDINITHANRAIN NI e lFAFUSuA1ANY
wstsumamanaasi (n - 2)/n il

a2 _ [rr—ZJ bha’
52 n J(b-1>(b-2)

5 o [ﬁ] 5.729437(1.01)°
g 30 ) (4.729437)%(3.729437)
0.2090262
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