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Abstract

An objective Bayesian estimation procedure of the two-parameter Pareto distribution is presented under the
reference prior and the noninformative prior. Bayesian estimators are obtained by Gibbs sampling. The
steps to generate parameters in the Gibbs sampler are from the shape parameter of the gamma distribution
and then the scale parameter by the adaptive rejection sampling algorism. A numerical study shows that the
proposed objective Bayesian estimation outperforms other estimations in simulated bias and mean squared

error.
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1. M2

Pareto (1897)] o8 %S 4715 QH Y EEE (Pareto distribution)&= 1 F2, F71 W5, B3
£, BEF AT, 45, F, AHY =49, Ar) 35, Arh 29, A T 4R 2
ol FE=, S8 AN 9 WA 53 gl AT, A, A, A BAA A 5 B Bopo] A
2o ALE L gdERYPog 2935 AL 7 YT} (Crovella 5, 1998; Harris 5, 2000; Smith, 2003;
Embrechts 5, 1997; Jackson3} Kagan, 1999; Cumming, 2001; Arnold, 1983; Arnold 2} Press, 1989).
SRIEREE ASEES} BFL vt nelvt 6 Felene Juzke] Wo] 4iigos o gol
WA= ALR 9] Hgo 83t 2-24 98| E pdf(probability density function)= T3} Zo] &
BELS
a

f(m)zja—al, x>, a,B>0, (1.1)
AN oe BEY BYE 2A s PHi(shape) Bolal, & X (scale) Bgo|t}. Fx7} Al2te}
< AAE vehdthks gu)oA & f1 X (location) Baetas vk 4 (1.1)AH Ao+ dHER
ZE Pareto(a, )22} JERJAL Figure 1.1 B o, 49 ofE ol wE Pareto(a, §) pdfE X
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Figure 1.1. Pareto pdf for various o and g8

A=t g B4 o X9 4k (dispersion) & UEIE HEZ2A o7 S48 B2 7t F
AW 4tz 7 ARk M2 o7 AXE gollA EE 1S 7HA= E3-E2Z (degenerate distribu-
tion) 7} At}

sHEREXE Pickands (1975)7F Al¢ket i3} s ERxe] Sds Fejojtt. 2-2 sEHERE
7} skt (lower limit) 9 ZHe RiHO| w3 st ER2 & AsH(upper limit) = &&3ch. 25 2-
B4 g ERxe By A AS B2 A77F o] gt Singh&]— Guo (1995)& AFAA &4
os A5, eV, AUNERIY, FFAHY 45 Brlete R4S sFsnh
RMSE(root mean square error)2] 7| slo|A HEHL th2 /‘ﬂ 7H~4 FAPETH 541%‘6}74] 2 RMSE
e F9om A8E U g FRA FFAWo] 7HF S48t dulA o g HQEANE AT F
£ dEAQ olf SR 27} A42 A (regularity condition)S WE3dh= 790 A—,——.—@%kol A2
AtdE 7}7<]‘:'§ Eﬁﬁioﬂ/ﬂ 249 o gk PEARE THsetA stk dubgoes Efxe
A A (support) 7} B0 F<455h= -Or ol AF2AE WHA71A] 3t} (Casella2} Berger, 2002).
gHERET} o siFstct. o]d MZ 3 (Gibbs sampling) ol 2]t Wo] x|t FE A&
AFAISEIZHE FHAISEE G5 AlAte] etA] ka1 A2~ AME 8 (Gibbs sampler) ol
A B5E At FHASEX on, PHE BRFES ﬁ%ﬂi —‘T'—Ei E’-"F St O]"/]
gt R5E9] T tist F4F HxE 4
A% 7153l Arnold$} Press (1989)+= EExE U S=E TR E A9 —5—0“/\]-7<4 (conjugate
prior)] 7F4 3ol A wlo] x|t A& Attt Berger (2006)% ]O]Z] <t ii"ﬂ’ﬂ ’\} ARz of
st ARV BES o 23A APAEREL A2 £
Ezo tjst Xéiﬂ— S w YEEAARE (default prior) 2l B}Y T%E*]—ﬂ%i(nomnformatlve

\./

N

O

prior) 3loA] =33= A=A o] ]9 = (objective Bayesian inference)©] tjto] & 4= 9t} 3}
Aot Fu § (2012)2 ARAH §3 I S=2 A= (progressive Type II censored data)ol] tj3}o]
S EAAZE QA EAAH R (reference prior) dtol| A 232 w o] x|t 25 Al A3kt

5 (2012)0] AH§F EANALEY A SolA 285 Sl =l
Mol ol By AAE AT AR vlo At 2P He BT AREAL Fote] L-AE
40 2 29348 v et
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2. OHH FYLY
2 doAMe 244 FAPHOZA L-AEFAH € JF4Hol oty 2-E4 HEREXS B4 o
2 gof gist FAHZS A4S X = { X1, Xo,..., X0} 5 4 (1.1)9] Pareto(a, 8)EXZHE FE3
gEREo|g o, X(1) < X(g) < < Xn) & WE3he X)) & j9A A5 AR 2 AL
2.1. L-HEFHY
Pareto(a, 8)F329] cdf(cumulative distribution function)+ T3} 2t}

ﬂ «

Greenwood & (1979)°] A& Albste] 78 FofollA de] AMEE o] 2 57152 & (probability
weighted moment) £33 2] (2.2)2 HE, 8|3 Hosking (1990)°] At L-HE FAHZFL 4]
(23)22 HE 45 5 Ut} L-AELS SATAFE ARS3t] B2 94, 42, =, A
T Jdon 71E9 AEgo vlste] 229 §AL & el o] mje {-&51A AHEE o] 23 Slrt

=8 AT

o= E[X{1-F(X)}'] =" <f> (—1)"Br, $=0,1,2,..., (2.2)

r=0

By = E[X{F(X)Y], r=0,12,.... (2.3)

~

A (2.3)0]

4 ) (2.1)9] cdf2 QI3 ARAFS A7) e GebA 0,2 Boko] 4,2 TaTH A (2.2)%
RE tg

e

_l

o

- S
Ta(s+1) -1 s+1’

Pareto(a, ) ETZE 249 /|47 % lolmg T o] AL £ 7l L-4E M7} M7t Basi.

A1 = Po, A2 = 2B1 — fo. (2.5)

ao = fo, a1 = Bo — B1. (2.4)

A (2.4)8F A (2.5)9 BAANA B L-AE A, o E EE L-AE I, L2 27 tiAIsto] Aol agt goll
gt L-2 5374 % (L-moment estimator; LME)-2 th2-3} 2t}
I+ 12 5 _ (arme -1
; BLmp = —————
212 QOLME

AZIA =1/ Xy, 2 = 1/{n(n = 1)} 3°7_, (2] —n — 1) X(;).

GLME = )

o
2.2. Z|9FHY

Pareto(a, 8) &322 =384 (likelihood function),

L(a, |1 X) x a"B"™ (H Xj> (2.6)
j=1
£ A= dFE= F$+FF(maximum likelihood estimator; MLE)2 t}-2-3} 2t}
GMLE = —; & ) Bure = Xmy- (2.7)
E thj - nlnX(l)

j=1
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3. HloIx|e =7
3.1. BUARILE Sl0llM HIOIKIQH 77

£ Ao A& Arnold$} Press (1983)7F AIQHet ZANARE 714 slol M el wlo| x|t ez 2
afget 4] (3.1)3 Zo] F9EE Pareto(a, B)EEo] T3t FAXALHAEZE Lwin (1972)0 23] A
£ Aok 931 Arnold 9} Press (1983)0)] o8] dukalE it

%

a ~ Gamma(ao, bo), B~ ! ~ Pareto(aco, do), (3.1)

714 a8 AHA pdfe w(a) o aao_lexp(—boa)"]-l— ao, bo, co, dov ¥S e A= 2R
4 (hyperparameter) ©|T}. FHAALAEZL 4] (3.1) Slol|A] FHAIZEZE= t}-23} o] Ao At

a|X ~ Gamma(ao + n,bg + ?), B~ v, X ~ Pareto(a(co + n), min(do, X (1)), (3.2)

A7 v =371 InX; + colndo — (n + co) In(min(do, X(1))-

2] (3.2)2 Y o ¥ B9 Z+ A& W3k (posterior mode)S FHALAREL o A 2] H|o| x|t FH &
o= siglE ul ot Zo] dojxih

N ao+n—1 N .
Qconjugate = Obﬁ: Bcon]’ugate = mln(d07 X(l))' (33)
0
3.2. 2HB AL SlolA HIOIX|OF =H

H FHoAE= Fu 5 (2012)0] Ao+t A& APHAREZA th2-2] EAAPAE X (reference prior) 2] 74
3ol A AAA wo| At B4 AAE Al bsitt

(e, f) x —. (3.4)

AFATEIZIE ST A (2.6)F AFEE 4 (34)F F319 th23} 2ol dofzt).
m(a, B]1X) o< ™t gt (H > . (3.5)

AARZ A (3.4)= BAE APHAEE (improper prior) o]t HAE ALAEEE ALRSHE 9ol AFE
p <= M

2¥7} ol A ek 2 o] BsaTh Lelu thol 8] 4 (3.5)014 X
ol AFREL pdfA AATE & 4 Atk

ﬁ
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Initial step: Adopt 8(*) as the initial value of S.
Replication step: for i =0,1,2,...,1,
. n .
- Generate a"*1) ~ Gamma (n, > Inz; —nln 6“)).
j=1

- Generate 8V by ARS algorithm given o+,

Figure 3.1. Gibbs Sampler for generating « and 3

71Zt3Z 3 ¥ (rejection sampling)2 pdf2 HE FEHSE A= bz <l vy o)t} 7]71'4‘*—}-754‘:&%
AR&st] At 7RI RE BAIE o S, &, pdfe] kernel¥F $01 3 kernel pdf 2

AstaAt sk 3¢ L3 kernel pdfe] Q7] (envelope function)E ZH= AL
Al Gilkse} Wild (1992)7} Akt 2-8-7] k2 3 W (adaptive rejection sampling; ARS)
pdfe] Z -2 =4 (log-concavity)S ©]-&3}4] kernel pdfe] 21340 FAS AZAFI 1
A @78k (piecewise linear envelope function) & ARE-3Hc}.

4l (3.6)2 Gamma pdfe] Agdo|m, 2 (3.7)H n > 1/a9 A%l 9nn(fla, X)/08> =
—(na—1)/8% < 07} HoJ 7(Ble, X)& BI-2BAZS Zteth o > 1ot FAAOT BEEHE
zo|t}t. webA J2ME8E Figure 3.17 2o 433t}

rﬁL‘ -
>

SRl

oo &

Ao A Alotet AR wo| Aot =AW WIS oste] Ro| AT leRAL Lasleo).
E AXFE R package(version 2.15.3) & AR&-3}o] ]E‘oi Aok IHE, vt FEHS G S5
rpareto @ rgamma 4E Z7F ARR3F9 I ARS ¢E|E&S 7S] Y5ke] ars.new TS
At} T3 HPD(highest posterior density) intervalS 3}7] $]3}o] HPDinterval & ARE3FA
t}h. HPDinterval ¥4 284 cdf2 28 A48 5L 7HE BE 7153 73 o)A 71 2ol
7} &2 +7+& HPD interval 2 A4S}

4?
i
>
&2
% g

4.1. LoJAH

AT R4 B= HEE WA (scale invariance) S 7HA|BEZ 3 = 12 £t} 283 a = 0.5,1,3,5,1091
Pareto(a, 8)2 HE &ES 377} n = 15,30,10091 A= /\JIE% 77y 11,0008 WHE AJAd3te] B9
AYE BTk n > 20|22 ARS LTeZ] AHgol A5sith AAMEAL 11,0008 W £Hs)
o A¢ 1000818 Meln oAl 10,0008 A4 o U FRER ASREE T AQA
B APNA o L O AFRIZE 217 0fF @ Hu)P REe] FeES AT Uitk GebA a
W5 o) 7 AFRES F@T AMGES WolXet 2AFOE AGEAZ BTk Table 410 L-
AEFAF(LME), 2 -FAZFHMLE), 2AAAZE 714 she] A4 wlol x|t 3 ZFH(BAYES)S9]
bias?} MSE(mean squared error) 7} A|A1F o] It} TojAd A= o2 o] Q ok Ly AA|, 2
3 2 xE 7)o AA Qo] biase}t MSEQ] 7]& 3lojlA] BAYES, MLE, LME <% 2 $43}9it}.
BAYESE 4%2(n = 15)o|4 MLER T} o 94382 thEE (n = 100) oA = vl<sith. B4, a9 7t
o] AA42 Bxo] ET} ANEE o 2HAS0 biass} MSEE A4 AT AR, Ee] 2717}
7ol wtek bias®t MSE+ A3 #fopditt.
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Table 4.1. Simulated bias and MSE for five Pareto(a, ) models

estimation n =15 n = 30 n = 100

method bias MSE bias MSE bias MSE

LME 0.6139 0.3947 0.5608 0.3188 0.5251 0.2764

a=0.5 MLE 0.0830 0.0356 0.0313 0.0109 0.0116 0.0028
BAYES 0.0442 0.0270 0.0136 0.0095 0.0065 0.0027

LME 0.1582 0.0555 0.0699 0.0104 0.0208 0.0009

B =1.0 MLE 0.1593 0.0557 0.0698 0.0104 0.0208 0.0009
BAYES 0.1293 0.0456 0.0556 0.0085 0.0167 0.0007

LME 0.4513 0.3153 0.3513 0.1741 0.2414 0.0780

a=1.0 MLE 0.1497 0.1312 0.0696 0.0454 0.0203 0.0108
BAYES 0.0730 0.1002 0.0340 0.0391 0.0100 0.0103

LME 0.0439 0.0107 0.0229 0.0026 0.0069 0.0004

B =1.0 MLE 0.0695 0.0105 0.0332 0.0021 0.0102 0.0002
BAYES 0.0551 0.0085 0.0262 0.0017 0.0081 0.0002

LME 0.4796 1.5096 0.2646 0.6271 0.1000 0.1793

a=3.0 MLE 0.4433 1.1654 0.2081 0.4195 0.0667 0.1040
BAYES 0.2140 0.8909 0.1013 0.3619 0.0361 0.0987

LME —0.0065 0.0024 —0.0087 0.0011 —0.0077 0.0004

B=1.0 MLE 0.0232 0.0010 0.0111 0.0002 0.0033 0.0000
BAYES 0.0185 0.0008 0.0088 0.0002 0.0026 0.0000

LME 0.6899 4.0487 0.3538 1.8020 0.1299 0.4605

a=5.0 MLE 0.7970 3.3483 0.3667 1.2686 0.1199 0.2955
BAYES 0.4096 2.5315 0.1878 1.0951 0.0688 0.2805

LME —0.0054 0.0009 —0.0061 0.0004 —0.0042 0.0001

B =1.0 MLE 0.0140 0.0004 0.0068 0.0001 0.0021 0.0000
BAYES 0.0112 0.0003 0.0054 0.0001 0.0017 0.0000

LME 1.2918 16.0761 0.5647 5.4183 0.1927 1.6072

a = 10.0 MLE 1.6380 14.4762 0.7329 4.4283 0.2215 1.1762
BAYES 0.8630 11.0176 0.3756 3.7810 0.1192 1.1203

LME —0.0020 0.0002 —0.0027 0.0001 —0.0019 0.0000

B =1.0 MLE 0.0071 0.0001 0.0032 0.0000 0.0010 0.0000
BAYES 0.0057 0.0001 0.0025 0.0000 0.0008 0.0000

Table 4.2. Annual wage data(unit: in multiples of 100 U.S. dollars)

112 154 119 108 112 156 123 103 115 107 125 119 128 132 107
151 103 104 116 140 108 105 158 104 119 111 101 157 112 115

4.2. X224

Table 4.29] At5+= Arnold2} Press (1989) 7} F AR EZ O] 714 3lof| A A|kst W o] x| ¢t 7 A}
o] 23 Pareto(a, 8)E2 A3l W A7t & (annual wage) AL 0|t} o] 259 FEI|AETY
2l Figure 4.1-& B9 Re|fEo] JE3tA 57t B2 5S & 5 Aok 2E5°] 7HE% FAAL
ARz 2RSE A (3.1)004] ap = 6.02, by = 3.17, ¢co = 10.197, dy = 103.866°]c}. o] DA 7}AH
TAAARE oA wlo] 29 FAAE 4] (3.3)0 &8N deonjugate = 41081, Beonjugate = 1012 A

oAk,
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BAYES.conjugate
. — BAYESdefaut
g — BAYES-defaut 95% HPD.

)
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Figure 4.1. Pareto density fitted to annual wage data
ran
z o 71 7 e
N = 7

I T \

3 4 6 8 10 % o7 % £ 100 101

o »

Figure 4.2. Posterior distribution of o and 3

Table 4.3. Descriptive summary for the posterior distribution of o and g

95% HPD interval

parameter mean SD median mode

[lower, upper]
« 5.7478 1.0538 5.6718 5.4873 3.7529 7.8529
B 100.4121 0.6067 100.6035 100.8880 99.2001 101.0000

Ao A Al ket 21 /A wl|o] X<k R4FA-E $]8}o] Figure 3.12] Gibbs samplerE I = 11,0003]
& 8ste] A5 1,0003)E W] YW A] 10,0008 v ”‘33“6} ast FER AATEEE A8
2713 B0 = BEMEE 223519t} Figure 4.2004 HojFEs o U B9 A} S RE g HE 2 Bgo
o)A ZAXZA o UEIAE AEFFZHE Bl teiAE /\}Tq QIS AR8-317]12 3te} Table
32 a @ o gt Al RExe] VT AEA 2AE E@}—rﬂ- A2AEH e v vbRoA FHE o
1 5o AALD £&2 Figure 4.3014 o] AADELS 74 Al25o] 3 FRA2E FAH a9 A
BEFT po AAFHRIF LR £HEA Y2 & Ath Bk o E Y 4 AJA Lol it ALAF A}
71483 A G 242 0.044 2 0.04322 PAAMZE0] 45 Aol =S ¢ 4 Ut

Table 4.4 25 a9} ol tiet 2 A9 24+ 249 2o tigh A3s AP 2A x> -test2} KS-

test(Kolmogrov Smirnov test)2] p-values A|ASI 91, Figure 4.4% Q-Q plot(quantile-quantile

églr&rhz

In bb
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Figure 4.3. Gibbs sampling iterations plot for « and j3

Table 4.4. Results fitted to annual wage data

estimation parameter estimate goodness of fit test(p — value)
method @ B X2-test K-S test
LME 6.6589 101 0.2844 0.6601
MLE 5.9179 101 0.5034 0.9506
BAYES-conjugate 4.1081 101 0.4442 0.3076
BAYES-default 5.7478 100.89 0.5713 0.9709
; ngsES»conjugate : ////
~ * BAYES-default . //
=3 ’ ////
° . ° //// .
LR o T
e
8 . /:/’/{
. 2 o
e N a //.:(
el
8 6/4/?
Figure 4.4. Q-Q plot
plot)S 18] Figure 4.5 P-P plot(probability-probability plot)S Hoj&t}. oAz e »yA
3 Atz RE ARA wolA% 240] HLFARY e o AR Ttz wad AEE
HelFT glom, FUANALE sl WolA et FHL o5 Hr Y Wolde & 4 gk A A
729 &5 2EaWHR H95A B WX dFAe o FAHE T E pdfE SAl HoFa Q=
Figure 4.19A4 e & =3 EEL= o] &= A5 gure 4.49] QQ-plotolA Foj E9+E

o] Aaell A s o2

+= Fi
3 Asel QAT 9ee & 4 ek
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° MLE
4 BAYES-conjugate
* BAYES-default

Model Probability

Empirical Probability

Figure 4.5. P-P plot

5. Ay}

B AT 2-R4 s ERE thell FHRAPARER] EAAREES] 71 oA AHA w o)A
QF B AAE Aldsdnt wlolA % £ A2AE-H ol i 3 D}. AarZeloA 3
BRss iRy e BE A4, x5 Gilksed Wild (1992)°] ARS & fﬂ%ﬂ ofs 44
ok AtE wo] At RpFA Al RAARN AR EA A 7€ FAEHEA L HEF4N, A
AW, 23 FAANAEE Fhe] FAH wo| A<t “4?— g7t vl 1 A AA ] o] 2] <t
TNl HeFARET e o] L AAE Ho Tk B =8 oA F 7Ur— AABA = ok
ot FHA Wo| Ak T Aol FAANAREL] 2R Ao A wicdol wpet 2y Ag 4
T i e 238 a7t 2A B e 2aE Frh
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