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Abstract

Out of Home advertising is traditional outdoor advertising. Over the last decade the digital Out of Home ad-
vertising possibilities have grown substantially. These possibilities include hour-based advertisement sched-
ules, rapidly implemented changes to advertisements and obtaining location data from consumers being
exposed to advertisements. Investigating these possibilities further for improving customer engagement and
optimising target group reach is of great importance in marketing and marketing science. This thesis will
focus on exposure data obtained from vehicle locations in central London. Using this data we want to model
the frequency with which individuals see advertisements and research the overlap in exposures of individ-
uals to multiple media vehicles where advertisements are displayed. We focus on modelling exposures of
individuals to two vehicles, comparing different types of bivariate distributions. In this thesis we present the
comparison of two models: an adapted version of the Sarmanov bivariate distribution and copulas. We refer
to these models as the Danaher and Copula model respectively.

The fitting and simulations of the models are based on bivariate data of two specified vehicles, to be
able to comment on the overlap between these vehicles. To investigate the performance of the models all
combinations of vehicles are modelled after which the results are combined. Both models simulate small fre-
quencies of exposures of individuals adequate, but for more extreme values both models fail to represent the
observed data. Especially the simulation of overlap is done poorly by the models. Several approaches have
been tried to improve the models’ performance, without much success. The analysis shows that the data at
hand requires more sophisticated methods to handle joint exposure and more research needs to be done.

In addition the variable distance is added to the research problem, which intuitively has great influence
on the overlap between media vehicles. This is done by using 3-dimensional copulas. For this research we
modify the data: instead of first fitting and simulating a copula model on the data of two vehicles and then
combining the results of all vehicle combinations, we first combine the data from all the combinations of
vehicles and repeat the fitting procedure thereafter. Several options for the modelling of these copulas are
presented. Similar analysis shows, again, that the nature of the data requires more complex models to handle
the overlap while also accounting for the vehicle distance. Finally, using the modified data we look back at
the 2-dimensional copula model and perceive an excellent resemblance of the data for the Student-t copula.
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Introduction

One of the most used forms of advertising is Out Of Home (OOH) advertising. These are offline campaigns on
for example billboards and bus shelters that give brands the possibility to communicate with a large number
of consumers. Posters used to be the custom OOH advertisement, where a company could buy a spot for a
specific amount of days. Since the beginning of the digital era, these poster spots are gradually being replaced
by digital media vehicles, which allows companies to buy spots per hour and make more decisions based on
data obtained by these vehicles. Companies have the options to buy advertisement spots on media vehicles
that are placed on fixed locations throughout cities and countries. A good advertisement reaches as many
target group individuals as possible, while minimising costs for advertisement spots. The reach of an adver-
tisement is the proportion of the target audience exposed to at least one ad. To minimise the costs, we want
to look at the frequencies with which we reach the audience. The frequency is the number of exposures an
individual has to an ad. The most efficient/cost-effective media strategy would be to reach as many unique
individuals as possible whilst keeping the number of individuals seeing multiple vehicles, i.e. overlap, to a
minimum. The underlying problem is therefore: modelling the frequencies of individuals to media vehicles
and modelling the overlap between vehicles.

To solve this problem we have data available from media vehicles scattered around the United Kingdom.
This data consists of exposures of individuals to media vehicles'. A thorough explanation of the data is given
in chapter 2. Using this data, we can try to model the exposures an individual has to one vehicle, two vehi-
cles, three vehicles, etc. This means modelling a multivariate exposure distribution. Using this distribution,
we can model the frequency that individuals have to an ad and estimate the overlap of reached individuals
between vehicles. In this thesis we will focus on modelling a bivariate distribution, trying to model the over-
lap between different combinations of two vehicles.

We will try two different models for the modelling of the bivariate exposure distribution: the Danaher
model and Copula model. These two models both have significant presence within marketing science and
previous similar problems, which is why we will center this thesis on these two models. In chapter 3 we will
discuss the Danaher model, a model that is based on the Sarmanov bivariate distributions, which consists
of univariate marginals and a correction factor that describes correlation between vehicles. The model de-
velopment consists of two parts: the one-vehicle model, where we fit a distribution to the univariate data of
vehicles, and the two-vehicle model, where we build a special version of the Sarmanov bivariate distribution
using the one-vehicle model. We will show the estimation of parameters, simulate from our models, compare
this to the data and show the results. In chapter 4 we will discuss some copula models, which are models that
can describe dependencies between random variables. We will give theoretical background on the most used
copulas and their parameters. Afterwards we will fit different copulas and do simulations to see which copula
model represents our data best. In chapter 5 we will compare the Danaher and Copula model to see which
model is most appropriate for modelling exposures for out of home advertisements.

1An ’exposure’ in our data means the person moved past the vehicle. We do not know for certain if the person actually saw the vehicle,
but we will assume this.
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In addition to modelling exposures and overlap between vehicles, we also investigate distance between
vehicles. This third variable is added because it intuitively seemed to correlate with the previous two. Two
vehicles placed closely together would expectedly show higher overlap, especially if these vehicles are placed
in crowded places such as malls or train stations. Therefore, we will explore this idea in chapter 6.

Lastly, we will conclude our findings in chapter 7 and discuss these conclusions and possible recommen-
dations for future research in chapter 8.



Data

The data available for fitting and testing our models is obtained from media vehicles stationed in the UK.
These media vehicles are OOH sites and store locations, scattered throughout the UK, but clustered around
cities and their centers. Throughout the course of 28 days, these media vehicles tracked over 200.000 indi-
viduals using GPS. Each data point represents one exposure of an individual to a media vehicle. Therefore,
for every vehicle we can identify which individuals were reached and how many times (i.e. frequency) these
individuals were reached.

We also have information about the location of each vehicle. Every vehicle has an identity number that
can be linked to a postal code. Using these postal codes we can calculate the distance between vehicles. In
figure 2.1 all media vehicles in our dataset are marked by a blue dot. It can be seen that the vehicles are
clustered around and within cities.
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Figure 2.1: Locations of media vehicles in available dataset.

Let us focus on individual vehicles and the individuals exposed to these vehicles. In figure 2.2 two exam-
ples of vehicles and their frequencies are displayed.
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Figure 2.2: Two examples of vehicles and their occurring frequencies.

In these frequency plots we can see how many times individuals have seen the two vehicles SW15 1SS
and TW14 8BT. For the left vehicle around 1400 people saw the vehicle once, around 300 people saw the ve-
hicle twice, about 75 people thrice, etc. On the right, we zoomed in to be able to see the higher frequencies:
there are small peaks around frequencies 10, 25 and 35. We can see that there are some individuals that see
the vehicle this many times. So the occurrence of frequency 1 is a high peak from where we can see a steep
curve going to zero, with some small peaks at high value frequencies. This is expected since the higher the
frequency, the more times a person is exposed to this vehicle, which is more unlikely the higher the frequency.

When modelling the overlap between vehicles, it is not sufficient to only model individuals that were
reached by vehicles. It is also necessary to model individuals that were not reached by vehicles, i.e., the
non-reach. However, obtaining this non-reach data by comparing one vehicle to all other vehicles leads to
zero-inflation, since there are generally more vehicles out of overlap reach than within. Zero-inflation is
problematic for the models we are attempting to use. In figure 2.3 we compare the data of two combinations
of vehicles: two vehicles that have a large overlap (blue), and two vehicles without any overlap (green). For
the data we take into account the individuals that have seen at least one of the two vehicles, therefore already
removing the zeros created by individuals that have not seen any of the two vehicles.
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Figure 2.3: Examples of vehicle data of vehicles with large overlap (blue) and no overlap (green).
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Figure (2.3) shows that if we compare the data of two vehicles with large overlap (blue) to the data of two
vehicles with no overlap (green), the number of zeros increases significantly.

The main goal of this thesis is to model the potential overlap in exposures in the above described data.
Overlap between the exposures of two vehicles implies that these are seen by the same individuals, decreasing
their effectiveness. As mentioned above, the raw data contains a large amount of zeros. The next section will
describe how the data was selected to decrease the number of zeros.

2.1. Selecting data

The previous section already touched upon the problem of zero-inflation in the current dataset. An accept-
able solution to this problem would be to limit the dataset based on a key assumption. In addition, limiting
the dataset would also improve the efficiency and computation time of the model. The data was therefor se-
lected based on geographic location. We assumed that vehicles from a city such as Glasgow, Scotland would
not need to be compared to vehicles from another city such as Manchester, England, as the probability of
individuals seeing vehicles at both locations is assumed to be negligible. For the current dataset we selected
a region with a reasonably high number of individuals that saw at least one vehicle. The remainder of this
thesis will focus on a small region in the center of London. This region consists of 23 vehicles, which are seen
by 3612 unique individuals. The locations of the vehicles are displayed in figure 2.4.

Vehicle locations
0.0090 722281 — .
§ s [
1 : ot 5
0.0088 1 4} : 1 . . Y.
P .
: o o
0.0086 ; o " L 3 \ .
7 . -t o 7
. /
; ® b 08 i
0.00847 :, x| 2 %
k=] H &,
2 o R e .
= : 4 . A .
200082 "\ | a2 0 4 . . B3 )
5 s ; Lo ; 3 .
2 ’ - 3 v
2 S N
0.00804 ! " . DY &
b ) & . A .,
o
o . . . '
/ ¢
0.00784 %
» *e
7/,
0.0076 -
= _— B )
. T T T :
-0.1260  —0.1255  —0.1250  —0.1245  -0.1240  -0.1235  —0.1230

latitude

Figure 2.4: Selected vehicle locations in the center of London.

The models investigated in this thesis will be fitted onto the selected data. The simulated data is then
compared to the observed data to determine which model shows the best fit. Fitting the models is done on
bivariate data: the individual exposures to a combination of two vehicles. An example of this bivariate data
can be seen in table 2.1. In this example the the individual exposures of vehicle 1 and 2 create a two-column
matrix, where the columns represent the vehicles and the rows represent the individuals of our dataset. Every
value in row i and column j represents how many times individual i saw vehicle j. An example of this can be
seen in the following table:
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H vehicle 1 | vehicle 2

person 1 4 2
person 2 1 0
person 3 10 5
person 4 0 0
person 5 0 1
person 6 0 0

Table 2.1: Constructed example data for two vehicles and six individuals.

In the example above, person 1 has seen both vehicles; vehicles 1 four times and vehicle 2 twice. Person
2 had only seen vehicle 1 once, whereas person 4 has neither seen vehicle 1 or 2. Due to the previously men-
tioned selection criteria we know that person 4 has seen at least one vehicle once, but in this example that
is neither vehicle 1 or 2. We had to transform our original data to this format to be able to do calculations
in the forthcoming of this thesis. The two-vehicle matrix can be plotted in a 2-dimensional scatterplot with
each axis representing one of the two vehicle exposures. Repeating the procedure explained above for ev-
ery combination of the 23 vehicles in the selected region and combining the results, results in the following
scatterplot:
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Figure 2.5: Datapoints of our selected data consisting of all possible two-vehicle combinations and their occurring frequencies.

This figure represents all the datapoints that will be used in fitting and comparing the models throughout
this thesis. We can see that the datapoints are clustered around certain areas of the plot. We can translate
these clusters to the overlap described in chapter 1. The lower left corner represent the combinations of
frequencies (i, j) where both i and j are small values. For example a person seeing arbitrary vehicle 1 two
times and arbitrary vehicle 2 three times. If neither i nor j are zero these points represent small overlap. If
either i or j or both have frequency zero, this means they do not overlap, which we count as non-overlap. The
points on the x and y axis represent the non-overlap, also the clusters in the upper left and lower right corner
represent non-overlap where one of the two vehicles is seen with a high frequency. Then we also see a small
cluster in the upper right corner, which means that both vehicles have been seen a lot of times by the same
person. These values can be seen as 'extreme’ overlap and are very much of interest for media planning.

2.2. Adding distance

In chapter 6 we will add the variable distance to find a relation between distance and exposures/overlap. We
think this variable is of great influence on the overlap between vehicles. This is because we would expect
there to be a larger overlap between vehicles if these vehicles are placed closer together. To support this
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idea the Kendall tau correlation (which will be explained in more detail in the model chapters), is plotted
against the distance in meters between vehicles in figure 2.6. This Kendall tau correlation is a correlation that
describes the dependency between random variables. In our case this would mean that if two vehicles are
highly positively correlated, the chance of seeing both vehicles becomes higher if you see either one of the
two. We can see that the higher the distance, the more the correlation coefficient goes to zero. This is a very

interesting result which we will explore more in chapter 6.
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Figure 2.6: The Kendall tau correlation between two vehicles with respect to the distance between the two vehicles.






Model 1 - Danaher

3.1. Introduction

The first model we will use for modelling frequencies is the Danaher model. This model by Danaher (2007)
[1] is used to model page views across an arbitrary number of websites with an application to reach and
frequency prediction. Danahers model outperforms a lot of existing traditional/online media models such
as the Tobit model by Li et al (2002) [2] , Leckenby and Hong’s(1998) [3] , Huang and Lin’s(2006) [4] and
Wood’s(1998) [5] . This is why we choose this model for our problem.

We start off by modelling the exposures an individual has to a media vehicle by formulating an exposure
distribution, the one-vehicle model, and explain how to estimate the parameters used in this model. We
then extend this univariate distribution to a bivariate distribution using the Sarmanov bivariate distribution,
which is described in section 3.4 and give the method used for estimating the parameters. We will discuss the
correlation coefficient between vehicles for this model and show the results that we found.

3.2. Model development

Let X; be the number of exposures a person has to media vehicle i:
X;=012,...; i=1,.,m

where m is the number of vehicles in the selection of our data. For our dataset, there are 23 vehicles. Over a
period of time every X; can range from 0 to infinity with discrete values since there is no limit for the number
of times an individual can pass by a vehicle. For modelling the overlap between vehicles we will model the
joint bivariate distribution of (X;, X;), forevery i # j since we do not compare vehicles to themselvesand i < j
to ignore symmetry, i.e., (X1, X>) being the same as (X», X1). In Danahers model we first model the univariate
exposure distribution, which we use in the bivariate case.

3.3. One-vehicle model

Danaher argues that modelling the number of exposures a person has to a single website i in a fixed time
period is analogous to a problem in marketing science where we need to model the number of purchases a
person makes in a product category. This is accurately modelled by a Poisson distribution with rate parameter
A coming from a gamma distribution [15][16]. We are going to use this model for our one-vehicle problem.
This compound X; | 1; ~ Poisson(A;) gives us the Negative Binomial Distribution (NBD) with mass function:

Xi+ri—

1) - )
P(X; = x; | ri,Pi)=( )P;’(I—Pi)x’ x;i=012,.. @.1)

1

where r; and p; are the parameters for the number of failures before the r’th success and the probability of
success in each trial respectively. In our problem we can interpret these parameters as the number of failures
before we reach the frequency of interest and the probability of success. We parameterize this mass function



10 3. Model 1 - Danaher

by a = % (or @ = I, which is used in R) to obtain the following mass function which we will use in the
univariate and bivariate models:

xi+ri—1 a; \" 1 i
PXi=xilr,a;)= x;=0,1,2,... (3.2)
X; a;+1 a;+1

3.3.1. Parameter estimation

For fitting the NBD to our data, we use the fitdist() function from the fitdistrplus [6] package in R. This function
estimates the parameters r and p using Maximum Likelihood Estimation (MLE). We calculate a using the
parametrization a = % (or & = ). The MLE fits parameters to the data set, under the assumption that
the samples are sampled from the same distribution. In general the distribution parameter 6 is estimated by

maximizing the likelihood function, which is defined as:

L©O) =[] f(xil6)
i=1

with x; the n observations of random variable X and f(:|0) the density/mass function of the parametric distri-
bution. In our case, f(-|@) is the mass function of the NBD from equation (3.1). As an example, the maximum
likelihood estimation of parameter p for the NBD can be found in appendix A.1.1.

3.4. Two-vehicle model

An extension from our one-vehicle model to a two-vehicle model is not easily derived. In the one-vehicle
model the NBD is derived from the marketing problem of modelling purchases within a product category. Ex-
tending this to two categories is relatively difficult since we have to take into account dependencies between
categories. If we assumed that the different categories, or two media vehicles, are independent from each
other, we would simply multiply the two marginal probability mass functions of the NBD and this would give
us the bivariate mass function that we are looking for. But we know that there is a certain correlation between
media vehicles, i.e. the same person being exposed to multiple vehicles, so we cannot assume independence
between the vehicles. In our two-vehicle model we need to account for this "overlap" correlation. For this
purpose, Danaher uses the Sarmanov bivariate distribution (3.3). This distribution is developed by Sarmanov
in 1966 and first applied by Lee (1996) [2] in statistics literature. The general form of the Sarmanov bivariate
distribution for (X7, X>) is:

f(X1,X2) = fi(X7) f2(X2) [1+ wey (x1)P2(x2)] (3.3)

where f;(X; = x;) is the marginal distribution for X; and ¢; (x;) are called "mixing functions", which have
the requirement that [ ¢;(#) f; (£)dt = 0. We can see this bivariate distribution as the product of two marginal
distributions, allowing for correlation between the distributions with a "correction factor", which is given
by the second part of the equation. The two-vehicle model is described by our one-vehicle NBD’s together
with a correction factor, expressed by the parameter w and some mixing functions. The estimation of w is
given in section 3.4.1, the mixing functions can be chosen arbitrarily, but there are some examples for certain
distributions. Lee (1996) [2] recommends the mixing functions for the NBD to be:

.(._—xi_Lri 3.4
dilxi)=e (1+ai—e*1) (3.4)

where «; and r; are the estimated parameters from our one-vehicle model. We will use these mixing
functions in our bivariate model. Now substituting the mixing functions of equation (3.4) in the general form
of the Sarmanov distribution given in equation (3.3), we obtain the bivariate distribution for our two-vehicle

model of (X7, X»):
n 2
1+w(e_x1—(—al 1) ).(e—xz- % ) )] (3.5)
l+a;—e 1+ar,—e!

where f;(X;) are the NBD distributions given by equation (3.2) with parameters a; and r;. We now devel-
oped a two-vehicle model consisting of the product of univariate NBD’s with a correction factor to account
for the correlation in exposures between media vehicles.

(X1, X0) = filX1) f2(X2)
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3.4.1. Parameter estimation

The parameters in the two-vehicle model are a;, r; and w. The estimation method of «; and r; are described
in section 3.3.1. For the estimation of w Danaher suggest three different methods: maximum likelihood,
method of moments and method of means and zeros. Danaher tested all three methods and it turned out
that the method of means and zeros (explained below) is empirically superior to the others. The reason for
this difference is in the estimation of reach: the proportion of audience exposed to at least one ad. The
method of means and zeros results in a very accurate estimate of reach, which is the most important measure
in media planning. This is because the reach is one minus the non-reach, therefore the method of means and
zeros ensures an exact match between the model estimate and observed value of the bivariate non-reach.
This is why we will use the method of means and zeros to estimate parameter w and leave the other types of
estimators for further research.

The method of means and zeros for the bivariate model (3.5) works as follows: the non-reach for two
arbitrary vehicles X; and Xj, is:

fX1=0,X2=0)= fi(X3 =0) f2(X2 = 0)[1 + weh1(0)¢h2(0)] (3.6)

where f;(X; =0) = f;(0lr;,@;) and ¢;(0) =1— (L)ri , 1=1,2. Now obtain the observed non-reach of

1+a;—e!
two vehicles using the estimated 7; and &; from section 3.3.1 and then equation (3.6) to obtain the estimate
of w:

1
$1(0)2(0)

foo
f10) f>(0)

A

(3.7

This method is used for all pairwise combinations of vehicles, which are W

of vehicles.

pairwise combinations

3.5. Correlation

For the generalized Sarmanov distribution (3.3) Lee (1996) [2] gives a general expression for the correlation
between two random variables. In our bivariate distribution (3.5), the correlation between two arbitrary ve-
hicles X; and X> is given by:

corr(X;, Xo)=w(l-e

—1)2 \/rlr2(1+(l1)(1+a2) ( a )r1+1( s )r2+1 58
) l+a;—e! l+as—e! .

From this equation we can see that X; and X, are uncorrelated if and only if w = 0, since the parameters
from the univariate NBD are unequal to zero for all vehicles. Therefore w largely determines the correlation
between the exposures of two media vehicles.

3.6. Results

We use the selected regional data from London city center as described in section 2.1 to fit and test our model,
this data consists of 23 vehicles which gives us w = 253 pairwise combinations of vehicles. The imple-
mentation of the model has been done in R and the functions can be found in Appendix A.1.2. Due to the high
running time (~ 30 minutes per combination) of the calculation for the bivariate distribution we do not have
enough time to run all different combinations of vehicles. Therefore we randomly picked 44 combinations of
vehicles to fit and test the two-vehicle model. The results for the one- and two-vehicle models are presented
in sections 3.6.1 and 3.6.2 respectively.

3.6.1. One-vehicle model

In the one-vehicle model we fit the NBD from equation (3.2) to our data using the fitdist() function from the
fitdistrplus package in R [6] which is described in section 3.3.1. In the figure below you can find four examples
of randomly chosen vehicles and their NBD fit.
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Figure 3.1: Examples for vehicles 2, 9, 15 and 20 of their data compared to the NBD fit of the one-vehicle model.

We can see that the NBD seems to be fitting our data adequately. To test if the NBD fits our data we
apply a Goodness-of-Fit test. We choose between two tests appropriate for discrete data: the Chi-Squared
test and the exact test of goodness-of-fit. The rule of thumb for the use of Chi-Squared test is that all expected
values must be greater than five, which is not the case for our problem since the expected values for high
frequencies are very small (~ 10729, Therefore we use the exact test of goodness-of-fit (binom.test() function
in R), which is a statistical hypothesis test used to determine if the proportions of the sample space are equal
to the expected proportion. We do a two-tailed test, meaning we are stating that the observed proportions
are equal to the expected proportions. Our statistical hypothesis with significance level @ = 0.05 is as follows:

* Null hypothesis Hy: There is no significant difference between the data and fitted NBD.
o Alternative hypothesis H;: There is a significant difference between the data and fitted NBD.

For every vehicle we need to individually calculate the p-value for each occurring frequency. We then take
the average of all these individual p-values to get an average p-value for the fit of the NBD to our data. Due to
lack of time we do this for four randomly picked vehicles out of the 23 vehicles. The resulting p-values can be
found in table 3.1.

’ vehicle number H average p-value ‘

2 0.7703
9 0.7028
15 0.4950
20 0.3659

Table 3.1: Average p-value for the exact test of goodness-of-fit for randomly picked vehicles under the statistical hypothesis stated above.

We can see that every p-value is greater than the significance level of a. Therefore we do not reject the
null hypothesis and conclude that the NBD is a reasonable fit to our data.

3.6.2. Two-vehicle model

For the two-vehicle model we have 253 pairwise combinations of vehicles to fit our bivariate distribution
from equation (3.5). As stated in the beginning of this section, due to the high running time of the calculation
of this distribution, we do not have enough time to run all different combinations. Therefore we randomly
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picked 44 combinations of vehicles to fit and test our model. The functions made for the implementation
of this model can be found in Appendix A.1.2. The procedure for the two-vehicle model for two arbitrary
vehicles 1 and 2 is the following:

1. Fit the univariate NBD to both vehicles using the fitdist() function in R.
. Extract the estimate for parameters size = r and mu = mean from the fits.
. Using the parametrization a = - obtain the estimate for parameter a.

2

3

4. Estimate parameter .

5. Calculate the joint distribution using equation (3.5).
6

. Make a joint probability table where the rows and columns represent the occurring frequencies of ve-
hicle 1 and 2 respectively.

7. Sample from our model using the probabilities from the probability table.

Using this procedure on the 44 randomly picked pairwise combinations resulted in the following figures
for the simulated data plotted with the observed data (figure (3.2)) and for comparison the real data (figure
(3.3)).
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Figure 3.2: Our data and the simulated data from the Danaher two-vehicle model.
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Figure 3.3: Dataset occurring combinations of frequencies for better comparison.
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On the x-axis and y-axis we can see the frequencies of the vehicles i and j. Every data point represents
an individual and the number of times this individual was exposed to vehicle i and the number of times this
individual was exposed to vehicle j. The blue points are the real data and the red points are the simulated
data from the two-vehicle model. The red points are plotted over the blue points. We can see that the Dana-
her model fits the combinations for small values of frequencies, but for larger frequencies the Danaher model
fails to simulate any data points. The larger values of frequencies represent the extreme overlap values, where
one individual sees one or both of the vehicles a large number of times.

There are no established statistical methods to test the fitness of our bivariate distribution. We chose to
adjust the method used in Danaher [1] by looking at the capturing of overlap of the model. We want to see
how well the two-vehicle model captures the non-overlap, overlap and extreme overlap (frequencies both
vehicles > 4). To do this, for every pairwise combination of vehicles (in this case the 44 randomly picked
ones) we look at the occurring combinations of frequencies of every individual and count the non-overlap,
overlap and extreme overlap. The non-overlap is the number of individuals that see either vehicle 1, 2 or both
vehicles 0 times ((0,0), (i,0), (0,j) : i,j > 0). The overlap is 1 - non-overlap, but also the number of individuals
that see both vehicles at least once ((i,j) : i,j > 0). The extreme overlap is the number of individuals that see
both vehicles more than four times ((i,j) : i,j > 4). We count the non-overlap, overlap and extreme overlap for
all 44 combinations, for the real data and the simulated data from the Danaher model. Next we sum these
results to obtain the total points for the data and Danaher model in the three overlap categories. Lastly, we
calculate the percentage in which the Danaher model captures the non-overlap, overlap and extreme overlap
with respect to the data, to be able to test the fit of the Danaher model. In the table below you can see three
vehicle combination examples and their count for the three overlap categories. You can also see the summed
values for the non-overlap, overlap and extreme overlap. Lastly, the percentage of the captures is presented.

’ vehicle combinations H data \ Danaher model H type overlap
(1,2) 3277 3299
2,3) 3467 3480 non-overlap
(1,3) 3114 3122
(1,2) 335 313
2,3) 145 132 overlap
(1,3) 498 490
(1,2) 11 1
2,3) 0 0 extreme overlap
(1,3) 8 0
0,0, (4,0), (0,j) : ,j>0 142731 154603 non-overlap
@1L,j):1,j>0 16197 4325 overlap
1L,j):i,j>4 334 5 extreme overlap
100% 108% non-overlap
captured percentage w.r.t. data 100% 27% overlap
100% 1.49% extreme overlap

Table 3.2: An overview of the captured non-overlap, overlap and extreme overlap for the Danaher model.

The first three blocks of rows are three examples for the number of points that represent non-overlap,
overlap and extreme overlap. For example: the combination of vehicle 1 and 2 (represented as (1,2)) the
number of points that have no overlap in the data is 3277 and in the simulations from the Danaher model
this number is 3299. The number of points that have overlap are 335 for the data and 313 for the Danaher
model, for the extreme overlap these numbers are 11 and 0. When we sum all these values for the non-overlap,
overlap and extreme overlap over all the different combinations of vehicles (in this case 44), we get the total
number of points in the three overlap categories for the data and Danaher model. These numbers can be
found in the fifth block of rows. In the last block we presented the captured percentage with respect to the
data, which is trivially 100% for the data, but for the Danaher model we can see that this model over-estimates
the non-overlap (108%), captures 27% percent of the overlap of the data and captures 0.01% percent of the
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extreme overlap points.

One last interesting coefficient to look at is the correlation coefficient described in section 3.5 by equation
(3.8). We calculated the correlation from the data and the correlation of the simulated data from the two-
vehicle model for the 44 combinations of vehicles and averaged this over the 44 vehicles. In the following
table the results can be found. The Danaher two-vehicle model does not capture the correlation very well.

] | average correlation coefficient

Data 0.0773
Danaher model 0.1793

Table 3.3: Correlation coefficient for the data and simulated data from the Danaher model.

Given the results described above, the Danaher model does not seem to be a good representation of the
vehicle-exposure data, since the model has a modest performance in capturing overlap and fails to capture
extreme overlap. The Copula model might be a valid alternative with a better fit, which will be discussed in
the next chapter.






Model 2 - Copula

4.1. Introduction

Since we are looking at overlap between vehicles, it would be useful to look at dependencies between ve-
hicles and their mutually reached individuals. Therefore we will look at copula models for the comparison
to the Danaher model. Copula models are multivariate distribution functions that describe the dependence
between random variables. You can view them as functions that "couple" univariate distribution functions,
which is exactly what we are looking for!

In this chapter we will first explain some theory about copulas, then fit and compare different copula
models to our data and show the results obtained from simulating from these copula models.

4.2. Copula theory

The information in this section is based on the book An Introduction to Copulas by Nelsen (2006) [14] and
Coping with Copulas by Schmidt (2006) [11]. Further details and proofs may be found therein.

Definition 4.2.1. A d-dimensional copula C : [0, 119 — [0,1] is a function which is a cumulative distribu-
tion function with uniform marginals. We notate a copula by C(u) = C(uy, ..., ug).
Since C is a distribution function, this leads to the following properties:

¢ As cdfs are increasing, C(uy, ..., ug) is increasing in each component ;.

* The marginal in component i is obtained by setting u; = 1 for all j # i and it must be uniformly dis-
tributed: C(1,...,1,u;,1,...,1) = u;

The goal of copulas is to disentangle marginals and dependence structure.

Due to the following (and most important) theorem by Sklar (1959) we can entangle a copula and marginal
distribution such that we end up with a proper multivariate distribution function.

Theorem 4.2.2. Sklar (1959). Consider a d-dimensional cdf F with marginals Fj, ..., F;. There exists a cop-
ula C such that

F(x1,...xq) = C(F1(x1), ..., Fa(xq)) (4.1)

for all x; in [-o00, 00], i = 1,...,d. If F; is continuous for all i = 1,...,d then C is unique; otherwise C is uniquely
determined only on Ran F; x --- x Ran F;, where Ran F; denotes the range of the cdf F;.

On the other hand, consider a copula C and univariate cdfs Fi,...,F;. Then F as defined in (4.1) is a
multivariate cdf with marginals Fi, ..., Fy.

17



18 4. Model 2 - Copula

4.2.1. Correlation

We know that copulas describe dependencies between random variables, but we are also able to connect a
number to these dependencies using dependence measures. These measures, called correlation estimators,
are very important since they can be represented in a form related to copulas, which give a possible way of fit-
ting copulas to data for some parametric families. The two most commonly used estimators are Kendall’s tau
and Spearman’s rho. We will only look at Kendall’s tau for the correlation estimator and the fitting of copulas
to our data. More information on Spearman’s rho can be found in Coping with Copulasby Schmidt (2006) [11].

Kendall’s tau correlation coefficient is a non-parametric measure which is defined using the concept of
concordance. Consider two random variables X; and X», which have a joint distribution for random vector
(X1, X>). Now consider a second independently but identically jointly distributed random vector (Y3, ¥2). A
pair is called concordant if (X; — Y7) - (X2 — ¥2) > 0 and discordant when (X; — Y}) - (X2 — Y2) < 0. This results
in the following definition of Kendall’s tau:

Definition 4.2.3. We define Kendall’s tau by:
Tx(X1, X2) =P(X1 - 1) (X2 - Y2) >0) - P((X; — 1) - (X2 — ¥2) <0)

We can see that if both probabilities are the same, i.e. the same probability for concordant and discordant
pairs, we obtain Tk = 0 which means the random vectors are independent.

The interpretation of the Kendall’s tau coefficient is the same as other correlation coefficients: the mea-
sure has values in [-1,1], where 0 means two variables are independent, -1 means a negative correlation, +1
means a positive correlation. In our problem the Kendall’s tau value for vehicles X; and X, can be interpreted
as follows:

* Tx(X1,X>) =0: seeing vehicle X; does not give any information on the chance of then also seeing vehi-
cle X5.

* Tx(X1,X2) € [-1,0): seeing vehicle X; gives a smaller chance of also seeing vehicle X,.

* 17x(X3,X2) €(0,1]: seeing vehicle X; gives a higher chance of also seeing vehicle X,.

We can also estimate Kendall’s Tau from our data. In general this can be done in in the following way:
given a matrix of data containing n observations with columns X = (X, ..., X,) and Y = (¥3,..., Yy,), let Con =
#concordant pairsand Dis=#discordant pairs. Then Kendall’'s tau can be estimated by

Con—-Dis

K= -2

We will see more on Kendall’s tau later in this chapter.

4.3. Important copulas

In this subsection we will present the mostly used copulas, which we will later fit to our data. We will present
them using their scatterplots corresponding to the values 0.3 and 0.7 of Kendall’s tau, to show the difference
between a weak and strong correlation. The sample size for all scatterplots is n = 3612, which is the number of
individuals in our selected data. We will also give the relationship between the parameters of the copula fam-
ily and the Kendall’s tau coefficient. The theory given in this subsection is based on Modelling finite mixture
Jjoint distribution by Bakker (2020) [10], Coping with Copulasby Schmidt (2006) [11] and Relationship Between
Kendall’s tau Correlation and Mutual Information by Ghalibaf (2020) [12]. A more detailed explanation can be
found therein. The two most recognised classes of copulas are Elliptical copulas and Archimedean copulas.
We will now give some theory on copulas within these classes.

4.3.1. Elliptical copulas

Gaussian/Normal copula. The Normal/Gaussian copula with parameter p € (-1,1) is:

Cp (1, Up) = Ds (@ (1), @ (u2))
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where X is the 2 x 2 matrix with 1 on the diagonal and p otherwise, i.e., the correlation matrix. ® denotes the
cdf of the standard normal distribution and @5 is the cdf for the bivariate normal distribution with zero mean
and covariance matrix X. This representation is equivalent to:

o ') p@ ) 1 $2—2ps1 50 + §2
Cp(ulyUZ)zf f exp(— 17<p Z)dsldsz
—00 —o0 27

Neers 20— p?)

The relationship between the parameter of the normal copula p and Kendall’s tau is p = sin (%T k)

Example scatterplots for parameter p equal to 0.4540 and 0.8910 corresponding to Kendall’s tau coeffi-
cients of 0.3 and 0.7 respectively can be found in the following figure:
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Figure 4.1: Scatter plots from normal copulas with parameters corresponding to Kendall’s tau of 0.3 (left) and 0.7 (right).

We can see that the Gaussian copula is symmetric, with a larger concentration of points in the lower left
and upper right corner. When the Kendall tau is higher, the points become more concentrated around the
diagonal and there are almost no points in the upper left or lower right corner.

Student t-copula. The Student t-copula with parameters p € (-1,1) and v =2 is
Co,x (w1, t2) = 1y, x (£, (i), 1, (42))

where X is the same matrix as for the Gaussian copula, but with parameter p for student’s t, v is the degrees
of freedom of the copula, ¢, is the cdf of the univariate student’s t-distribution and #,, > the cdf of the bivariate
student’s t-distribution. This representation is equivalent to:

_ut2

) ity () 1 §$2-208182+ 5 2
Cp,v(ul,uz):f f |1+ 1 il 22 2 dsids;
—0co —00 27m(1-p?)2 v(l-p°)

The relationship between the parameter of the student t-copula p and Kendall’s tau is p = sin (%Tk).

Example scatterplots for parameter p equal to 0.4540 and 0.8910 corresponding to Kendall’s tau coeffi-
cients of 0.3 and 0.7 respectively and parameter v equal to 3 can be found in the following figure:



20 4. Model 2 - Copula

1.0

08

uz

04

0.2

00
1

Figure 4.2: Scatter plots from student t-copulas with parameters corresponding to Kendall’s tau of 0.3 (left) and 0.7 (right) and 3 degrees
of freedom.

Comparing the Gaussian copula and Student t-copula we can see that the Gaussian is more centered
around the diagonal, while the Student t has more spread with higher densities in the four corners. This
shows that the Student t has higher tail dependence than the Gaussian. Tail dependence is the probability
that u; reaches large values given that u, reaches large values (i.e. the corners are more dense). The two
variables behave more closely in the corners with respect to the center in the Student t-copula than in the
Gaussian copula.

4.3.2. Archimedean copulas

The general form of bivariate Archimedean copulas is defined as follows:

Clur, uz) = ¢~ (@) + p(u2)
where ¢ is called the generator function of the copula. ¢ must be a decreasing function mapping [0,1] into
[0,00]. Every Archimedean copula has its own generator function.
Theorem 4.2.4. Consider a continuous and strictly decreasing function ¢ : [0,1] — [0,00] with ¢(1) = 0.
Then

Cluy, up) =

{¢_1(¢(u1)+¢>(u2)) if p(ur) +P(u2) = ¢(0)
0

otherwise

is a copula, if and only if ¢ is convex.

Thus C(uy, up) is a copula if it satisfies Theorem 4.2.5. Using the definition and theorem one is able to
generate quite a number of copulas. We will now give the most important examples of these copulas.

Clayton copula. The Clayton copula with parameter a € [-1,00) \ 0 is:

1
Cq(ur, uz) = max((uy* +u, “ —1]74,0)
with generator function
Pa(t) = ! %=1
T a

2T

The relationship between the parameter « of the Clayton copula Kendall’s tau is a = 1= ot

Example scatterplots for parameter a equal to 0.8571 and 4.6667 corresponding to Kendall’s tau coeffi-
cients of 0.3 and 0.7 respectively can be found in the following figure:
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Figure 4.3: Scatter plots from Clayton copulas with parameters corresponding to Kendall’s tau of 0.3 (left) and 0.7 (right).
We can see that the Clayton copula is very asymmetrical, with a very strong lower tail dependence.

Gumbel copula. The Gumbel copula with parameter « € [1,00] is:

Calt, uz) = exp (— [(=In@)* + (=1n(u2)“] 5)

with generator function
() = (=In()*”

1
1-7¢°

The relationship between the parameter a of the Gumbel copula and Kendall’s tau is a =

Example scatterplots for parameter a equal to 1.4286 and 3.3333 corresponding to Kendall’s tau coeffi-
cients of 0.3 and 0.7 respectively can be found in the following figure:
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Figure 4.4: Scatter plots from Gumbel copulas with parameters corresponding to Kendall’s tau of 0.3 (left) and 0.7 (right).

We can see that the Gumbel copula behaves asymmetrically, with a stronger upper tail dependence.

Frank copula. The Frank copula with parameter a € (—oo,00) \ 0 is:

(e—aul _ 1)(e—au2 _ 1)
e -1

1
Colup, up)=——In|1+
a
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with generator function
e -1 )

(pa(t):—ln( —

The relationship between the parameter « of the Frank copula and Kendall’s tauis 7, =1+ %(Dl (a)-1).
Where Dy, is the Debye function defined as:

k re tx

Example scatterplots for parameter a equal to 2.9332 and 11.4362 corresponding to Kendall’s tau coeffi-
cients of 0.3 and 0.7 respectively can be found in the following figure:

1.0
1.0

7 el e g
o % og%@o‘é‘%"
’ ot

08
08

06

u2
04

u2
04 08

0.2
0.2

ut ut

Figure 4.5: Scatter plots from Frank copulas with parameters corresponding to Kendall’s tau of 0.3 (left) and 0.7 (right).

From the scatterplots we can see that there is no upper or lower tail dependence since the points seem
evenly spread in the diagonal.

Let us compare the three types of Archimedean copulas described above. In figure 4.6 we displayed the
three scatterplots of the copulas which have parameters corresponding to a Kendall tau coefficient of 0.7.
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Figure 4.6: Scatterplots of Clayton (upper left), Gumbel (upper right) and Frank (lower) with parameters corresponding to Kendall tau of
0.7.

We can see that the Clayton copula has a very strong lower tail dependence in comparison to the other
two copulas. Gumbel has stronger upper tail dependence than the other two. Only the Frank copula is sym-
metrical.

For every copula we can also calculate tail dependence coefficients, which is a number between 0 and
1 that describes the upper and lower tail dependence, giving an insight in dependencies of regions of the
domain and whether there is a stronger dependency either in the upper or lower tail. Intuitively this can be
explained by looking at a scatterplot. For the Clayton copula in figure 4.6, we can see that the plot is dense
around the lower left corner, i.e. a strong lower-left tail dependence, meaning that the variables become more
correlated for smaller values. In our problem this means that for the combination of vehicles X; and X5 if an
individual sees vehicle X; a small value of times, then the probability of seeing vehicle X, a small value of
times becomes higher due to the high positive correlation. We will not go further into this theory, but if you
are interested in these coefficients I advise you to read Modelling finite mixture joint distributions by Bakker
(2020) [10].
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4.4. Copula fitting

To choose which copulas we are going to fit and test to our data we first take a look at our data itself. In the
following figure we can see the data points (left) and the data transformed to pseudo-observations (right).
Pseudo-observations are transformed data points which are transformed to [0,1] scale using the empirical
distribution or another parametric distribution function. Due to Sklar’s theorem (4.1) this is needed for our
copula models.
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Figure 4.7: The data points (left) and the transformed pseudo-observations from data points (right).

There is a concentration of the datapoints in the lower-left corner of the graph, with fewer datapoints
in the other corners. This is an expected result, since the probability of seeing any vehicle multiple times is
low (top left and bottom right corners), and even less likely to see both vehicles many times (top right cor-
ner). The diagonal represents the overlap between vehicles, where both vehicles have been seen a number of
times. Fitting the copulas to this data was challenging due to the presence of ties (repeating values), possible
alternatives will be discussed in chapter 8 and 8.

We can compare the pseudo-observations in figure 4.7 to the examples of copulas given in section 4.3. In
the following figure we see the difference between the pseudo-observations from the data and the different
types of copulas. All parameters correspond to a Kendall tau of 0.3, which is about the average Kendall tau of
the data.
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Figure 4.8: Pseudo-observations and copula simulations on the uniform interval. Parameters copula correspond to Kendall tau of 0.3.
Subfigures represent the data (upper left), Gaussian (upper right), Student-t (middle left), Clayton (middle right), Gumbel (lower left)
and Frank copula (lower right).

Looking at the pseudo-observations of the data we can see that it is very dense in lower left tail, which is
why a copula with a strong lower left tail dependence could be a good fit to our data. The other three cor-
ners, especially the upper left and lower right, also have some density. Therefore, the copula should also have
some points in these corners. Looking at this figure 4.8, we would expect the Clayton or Student-T to be quite

areasonable fit.

Something else that stands out is the difference between the data and copulas. This is due to the discrete-
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ness of our data, which is why the fit of any copula does not seem to be an optimal fit. A solution to this
problem could not be explored due to the time limitations, but will be discussed in chapter 6 and 8 for future
studies.

We can check the performance of the different models by fitting copulas and checking the goodness-of-fit.
We have two ways for fitting and simulating from copulas (in R, copula package [8]):

e Parametric: fit parametric univariate marginals using the fitdisz() function, then fit copulas using the
fitCopula() function to get the parameters of the copula family. Using these parameters and the para-
metric marginals we can specify a joint distribution using the function mvdc(). Then sample from this
joint distribution using the function rmuvdc(.

¢ Non-parametric: we transform the data to pseudo-observations using the pobs() function, then fit a
copula using the fitCopula() function and get the parameters of the copula family. Then sample from
the multivariate copula using the rCopula() function to obtain [0,1] sample observations, then trans-
form these back the original data-type using the quantile() function.

We need to transform the data to pseudo-observations due to Sklar’s Theorem 4.1, which says that a cop-
ula is a function of uniform marginals. Therefore we need transform the margins of our dataset to standard
uniform margins, to obtain copula data. In this thesis, we will focus on the second way of fitting the copulas.
The implemented functions used for the fitting of the copulas can be found in Appendix A.2.1.

Using the functions described above we will fit bivariate copulas to all 253 pairwise combinations of vehi-
cles that we have in our selected data. We will compare the fit of the following copulas to all the combinations
of vehicles: Gaussian, Student-t, Gumbel, Clayton and Frank. In addition to these we will also fit a differ-
ent type of copula: a copula that fits a copula family to every pairwise combination (which can be different
for every combination) using the BiCopSelect() function in R, and combine all these. We call this copula the
selectCopula. This function has a large set of copula families to choose from, which can be found in the
VineCopula package [9].

All estimations for the parameters for the fit of the copula functions are done by using maximum likeli-
hood, but due to our data, the optimization method used in the function that is used in R is different for some
copulas. However, this does not significantly interfere with the outcomes of our model.

4.5. Results

We again use the selected regional data from London city center as described in chapter 2 to fit and test the
different copula models to our data. The data consists of 253 pairwise combinations that we will consider in
the model. The implementation of the model is done in R and the used functions can be found in Appendix
A2.1.

4.5.1. Simulating copulas

In the figure below you can find the simulated data points from the selectCopula, Gaussian, Student-t, Clay-
ton, Gumbel and Frank copula for all pairwise combinations of vehicles. We can compare these simulated
datapoints to the real datapoints.
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Figure 4.9: Simulated data points from selectCopula (upper left), Gaussian (upper right), Student-t (middle left), Clayton (middle right),
Gumbel (lower left) and Frank (lower right).

We can see that all copulas look alike: the simulations are close to the x and y axis. This means that
they do not really capture overlap. We can also see that all copulas do simulate extreme values, but only for
combinations where one of the two vehicles has a high frequency and the other has a small frequency. The

Student-t, Clayton and Frank do have some extreme overlap combinations, in comparison to the others.
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4.5.2. Goodness-of-Fit
To test which model is the best fit to our data we would like to use the gofCopula() function that empirically

compares the empirical copula with a parametric estimate of the copula under the null hypothesis. But due
to the long running time of this function (~ 1 hour for one combination of vehicles) we cannot perform this
analysis. Therefore we will look at the average log-likelihood of the fit of the copulas, which are given by the
fitcopula() function for each fit. The average is taken over all 253 combinations of vehicles. The higher the
log-likelihood, the better the model performs. In this way, we can compare the copula models to each other
and see which model fits best. Additionally we can use the same criteria as for the Danaher model explained

in section 3.4.

Log-likelihood. We calculate the log-likelihood for the fit of every combination of vehicles, then take the
average of these likelihoods to obtain the average log-likelihood of the fit. In the following table you can find
the results of the different copula models.

’ H selectCopula \ Gaussian \ Student-t \ Clayton \ Gumbel \ Frank ‘
| average log-likelihood || 2416.18 | 61635 | 1730.64 [ 3030.13 [ 646.70 [ 940.40 |

Table 4.1: Average log-likelihoods for copula models.

The higher the log-likelihood, the better fit of the model to our data. Based on the log-likelihood criteria
the Clayton model performs best, followed by the selectCopula and Student-t copula. However, we would
expect the selectCopula to perform best since this functions fits the "best" copula to the combination of ve-
hicles we are looking at. A possible explanation for this difference could be due to the optimization method
used for the optimization of maximum likelihood, which will be discussed further in chapter 8.

Capturing overlap. The following table presents three vehicle combination examples and their count for
non-overlap, overlap and extreme overlap. You can also see the summed counts for the overlap categories
over all the combinations of vehicles. Lastly, the percentage of the capture with respect to the data is shown

for the three overlap categories.

\ vehicle combinations [ data [ selectCopula | Gaussian | Student-t | Clayton | Gumbel | Frank [ typeoverlap |
(1,2) 3277 3390 3301 3270 3322 3300 3271
2,3) 3467 3587 3610 3490 3654 3434 3695 non-overlap
(1,3) 3114 3178 3334 3264 3532 3312 3236
(1,2) 355 222 311 342 290 312 341
2,3) 145 25 2 122 42 178 83 overlap
(1,3) 498 434 278 348 80 300 376
(1,2) 11 3 2 2 1 3 0
2,3) 0 0 0 1 1 1 0 extreme overlap
(1,3) 8 1 2 1 3 2 1
0,0), (1,0), (0,j) :i,j>0 812766 860108 860011 860559 860099 860104 | 860285 non-overlap
@i,j):1,j>0 101070 53728 53825 53277 53737 53732 53551 overlap
(i) :i,j>4 2102 29 30 35 36 38 15 extreme overlap
100% 106% 106% 106% 106% 106% 106% non-overlap
captured percentage w.r.t. data 100% 53% 53% 53% 53% 53% 53% overlap
100% 1.38% 1.43% 1.67% 1.71% 1.81% 1.57% extreme overlap

Table 4.2: An overview of the captured non-overlap, overlap and extreme overlap for the copula models.

All models perform about the same, therefore the capturing overlap criterion does not give us much infor-
mation on the difference in performance of the copula models. However, the Gumbel, Clayton and Student-t

have a small better performance in capturing extreme overlap.

We can also compare the correlation coefficient of the different combinations of vehicles of the data to the
correlation coefficient of combinations of the simulated data. We calculate this coefficient using Kendall tau.
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We will compare the average Kendall tau coefficient of all vehicle combinations to the Kendall tau coefficient
of the simulated data for the vehicle combinations. In the following table you can see the results:

’ H Data \ selectCopula | Gaussian \ Student-t \ Clayton \ Gumbel \ Frank

average Kendall tau || 0.1870 0.1858 0.1868 0.1866 0.1872 0.2452 | 0.1877
difference from data 0 0.0012 0.0002 0.0004 0.0002 | 0.0482 | 0.0007

Table 4.3: Average Kendall tau for data and copula models. The average is calculated by looking at the Kendall tau correlation between
two vehicles for all 253 pairwise vehicle combinations.

We want the Kendall tau values of the copula models to be as close as possible to the Kendall tau of the
data. We can see that the Gaussian and Clayton copulas have the closest Kendall tau to the one from the data,
but all have quite small differences.

In conclusion, looking at the several criteria described above, not one model distinctively performs better
than the others. In the following chapter we will compare the Danaher model from chapter 3 and the copula
models.






Model comparison

5.1. Introduction

In this chapter we will compare the two-vehicle Danaher model from chapter 3 to the copula models from
chapter 4. Based on two different measures we will select the best fit of the models: the figures of the simu-
lated points versus the actual dataset, and the capture of the overlap from counting the non-overlap, overlap
and extreme overlap. All results are explained more detailed in the chapters on the Danaher model (3) and
Copula model (4).

5.2. Comparison

Simulations. In the following figure the simulations from the Danaher model (44 vehicle combinations)
and the Clayton copula model (all 253 combinations) can be found. Since all copula models from chapter 4
perform almost equally, we only present the Clayton simulations for a better overview for the comparison to
the Danaher model. The data is also plotted.

31
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Figure 5.1: Simulations from the Clayton copula model (upper left) and Danaher model (lower left). On the right side the data points are
plotted for comparison. The Danaher model is simulated for 44 combinations, the copula model for 253 combinations.

Comparing the two left subfigures to the right we can see that the Danaher model simulates the lower right
corner better, especially small values, while the copula model does not. The copula model does simulate the
overlap points better than the Danaher model, but overall both models do not fit the data optimal.

Capturing overlap. We value the capture of the overlap since the overlap most is very interesting for adver-
tisements. If two vehicle have a large overlap, most of the times it would be better to choose one of the two
vehicles for an advertisement, since they reach about the same people, and spent the budget on another spot
that reaches different individuals. In the following table the results for both the Danaher model and the dif-
ferent copula models are presented for the percentage of captured non-overlap, overlap and extreme overlap
compared to the observed data. The Danaher percentages are based on the 44 combinations of vehicles and
the copula percentages are based on the 253 combinations of vehicles.

‘ [ vehicle combinations [ data | Danaher [ selectCopula | Gaussian [ Student-t | Clayton | Gumbel | Frank ]| type overlap |
captured 0,0), (,0), (0,j) : i,j >0 || 100% 108% 106% 106% 106% 106% 106% 106% non-overlap
percentage @i,j):1,j>0 100% 27% 53% 53% 53% 53% 53% 53% overlap
w.r.t. data @i, :1j>4 100% 1.49% 1.38% 1.43% 1.67% 1.71% 1.81% 1.57% || extreme overlap

Table 5.1: The captured percentage w.r.t. data for the non-overlap, overlap and extreme overlap data points between the data and
simulated data from the Danaher and different copula models.

It can be seen that the copula models perform modestly better in capturing the non-overlap, overlap and
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extreme overlap when comparing it to the Danaher model.

In conclusion, a Copula model is a better fit to our data than the Danaher model. However, both models
fit the data far from perfect. Alternatives to the Danaher and Copula models will be discussed in chapter 8,
along with suggestions for further research.






Adding distance

6.1. Introduction

In chapter 1 of this thesis we already explained the intuitive relationship between overlap and distance: two
vehicles placed closely together would expectedly show a higher overlap. In chapter 2 we presented the fol-
lowing figure:

Distance vs. Overlap correlation dataset
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Figure 6.1: The Kendall tau correlation between two vehicles with respect to the distance between the two vehicles.

where the Kendall tau correlation between all the 253 combination of pairwise vehicles is plotted against
the distance in meters. This figure shows there is a higher correlation for small distances, when the distance
becomes larger the correlation coefficient becomes more centered around zero. As visible from figure 6.1
there appears to be a relationship between the distance and overlap between vehicles.

In this chapter we will research this relationship further. Looking at the Danaher model and Copula
model, the Copula model offers an extension to 3-dimensions (or more), so we can fit a 3-dimensional cop-
ula to model the dependency between the exposures of individuals to two vehicles and the distance between
these vehicles. This extension is not yet established for the Danaher model, therefore we will focus this chap-
ter on the fitting of 3-dimensional copulas. We will compare the following 3-dimensional copulas: Gaussian,
Student-t, Clayton, Gumbel and Frank.

6.1.1. Modifying data

In the Danaher and Copula model described in chapters 3 and 4 respectively we fitted the models on the data
of a combination of two vehicles, then doing this for all combinations of vehicles and putting all these fits
together. In this way, we can model the overlap between two specified vehicles, taking only into account the
exposures of individuals to these two vehicles. If we want to add the variable distance, we have to "modify"
the data we are fitting the models to, since the distance is constant when looking at just the data from two
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specified vehicles, i.e., the distance between the vehicles stays the same so the third variable would be a
constant which would not give us any information. Therefore we need to find a way to fit the models to the
exposures of the individuals to all the different combinations of vehicles, where the distance variable will not
be constant. We do this by making a 3-column matrix, where the first two columns represent the exposures of
the individuals to all the combinations of vehicles, and the third column is the distance between the vehicles
of which the individual is exposed to. In table 6.1 examples of the data used in chapter 3 and 4 is compared
to the data used in this chapter. We added the column distance to the first subtable to make the comparison
clearer, the real data used in chapter 3 and 4 is a two-dimensional matrix consisting of the first two columns.

[ vehicle 1 | vehicle2 | distance [m] |

person 1 2 1 12
person 2 0 3 12
person 3612 1 1 12

(a) Example data used in Danaher (chapter 3) and Copula (chapter 4) models,
with distance added for clearer comparison.

|| vehiclei | vehiclej | distance [m] |

person 1 2 1 12
person 3612 1 1 12
person 1 0 0 25
person 3612 10 8 25

(b) Example data used when adding variable distance in chapter 6.

Table 6.1: Example data for comparison between the data used in chapter 3/4 and for adding variable distance.

In subtable (a) the distance is constant since we are only looking at the exposures of individuals to the
vehicles 1 and 2. Using this data we can fit the Danaher model and the Copula model to model the frequen-
cies and overlap for these two vehicles, then repeat this process for all the other combinations of vehicles and
combine the results. In subtable (b) all the exposures of the individuals to all the combinations of vehicles
is combined, and it can be seen that the distance is now varying for every combination of vehicles. In this
chapter we will use the format of the example data in table 6.1 (a).

The newly obtained data can be show in a 3-dimensional scatterplot. Figure 6.2 presents this scatterplot
from different angles.
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Figure 6.2: 3-dimensional data representing the exposures of individuals to all combinations of vehicles and the distance between those
vehicles. These three plots are from the same data but presented from different angles.

The points are mostly centered around the distance axis for small values of exposures, since these com-
binations of exposures are present for all combinations of vehicles and therefore for all possible distances.
The interesting phenomena that can be seen in the scatterplots is in the overlap diagonal of the vehicle;
and vehicle; axis. There is downward slope from high distances to lower distances in the diagonal of the
frequencies plane (the plane of vehicle; and vehicle;). This means that when the overlap becomes larger
when the distance becomes smaller.

6.2. Fitting 3-dimensional copulas

We will start by fitting the 3-dimensional copulas using the same method used in chapter 4 for fitting the 2-
dimensional copulas. This means transforming our data to pseudo-observations and fitting different copulas
to estimate the parameters of the copula families. Next we will simulate from these copulas to obtain sample
observations and compare these to the observed data.

In the following figure the data and pseudo-data are plotted:
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Figure 6.3: Data and transformed pseudo-data.
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There are a few high peaks at the corners of the plot. This is due to the nature of our data and the large
amount of ties in the exposures of individuals. We fit the copulas using these pseudo-observations and sim-
ulate to compare the result to the observed data. The results can be found in figure 6.4.
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120

120

100
100

80
80

3 3
58 J 58 J
5 0 2 3 o2
< 50 2 < 50 2
1} 1}
_ 3 _ 3
« 20 « 20
10 10
- o -
0 10 20 30 40 50 60 0 10 20 30 40
vehicle_i vehicle_i
Clayton simulation Gumbel simulation
ES
8 8
8 8
3 3
58 J 58 J
5 0 2 3 o2
< 50 2 < 50 2
1} 1}
_ 3 _ 3
« 20 « 20
10 10
- o - o
0 10 20 30 40 50 60 0 10 20 30 40 50 60
vehicle_i vehicle_i
Frank simulation Frequency data with distance
8 E
2 @
3 § = 2
2
s 8 5 2 o 2
5 o2 E B
< 50 g
1} 2
_ 3
« 20 o
10 0
e 0
0 10 20 30 40 50 60 vehicle_i

vehicle_i

Figure 6.4: Copula simulations fitted by using transformed pseudo-observations. For comparison the 3-dimensional scatterplot of the
data is also added (lower right).

We can see that the copulas fit the frequencies and distances of the smaller frequency values good, but
for larger frequency values the distance is not representing the distance in the observed data. We cannot
clearly see how the simulations capture the overlap. Therefore we plot the top-views of the copulas, which
are presented in the following figure:
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curve. This curve ensures that the data does not contain ties anymore. Then fit the copulas using the
fitCopula function in R. We construct a multivariate copula using the mvdc() function , then simulate

* Fitting continuous parametric marginals to the data to change the piece-wise linear cdf to a smooth
the copula models using the rMvdc() function in R.

The Student-t captures the overlap best and does this better than any previously presented model in this
thesis. This is a very particular result. The Student-t copula simulates the overlap excellent and even simu-
lates some extreme overlap points. We want to try to improve the capturing of the extreme overlap even more.

Figure 6.5: Top-view different copula models. The top-view of the observed data is added for comparison.
We will try two different methods to improve this capture:
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¢ Creating some small noise around the data, called jittering. This is a function in R (jitter()) that creates
a noise around the data points with a certain factor for the amount of noise added. Using this function
you transform the data to one without ties. Then fit copulas and simulate from these copulas using the
same procedure as before.

Both options create a certain change in the data, which also means they lead to biased estimations of the
parameters of the copula families. However, this could also lead to a better fit of the copulas to our data due
to the removal of ties. In the following paragraphs we will explore both options and show the results.

Using parametric marginals. We start the procedure of this method by fitting univariate parametric marginals
to the data. We do this for each of the three columns in our data, the frequencies of individuals to the com-
binations of vehicles and the distance. We need to do this for all three variables since the muvdc() functions
needs three marginals specified for the 3-dimensions of our problem.

The function model_select() in R fits different parametric families and returns the family with fitted
parameters for the model with the highest log-likelihood. We fitted the following distributions: Laplace, Lo-
gistic, Normal, Exponential, Gamma, Inverse Gamma, Inverse Gaussian, Log-logistic, Log-normal, Rayleigh,
Weibull, Log-gamma, Pareto, Beta, Kumar, Negative binomial. In the following table the distributions with
the highest log-likelihood are presented along with their estimated parameters:

variable [ distribution | log-likelihood parameters
frequency 1 || exponential 119391 rate = 3.098
frequency 2 || exponential 88958 rate = 2.998

distance weibull -4260873 shape = 1.98, scale = 57.46

Table 6.2: Fitted distributions and estimated parameters for every variable in our data using model_select() function in R.

The next step in the procedure is simulating points from these distributions and transforming the newly
simulated data to pseudo-observations. We do this using the rexp() and rweibull() functions in R for the
exponential and weibull distributions. We sample n = 50000 observations. The pobs() function is again
used for transforming the samples to pseudo-observations. Next we fit the different copulas to the pseudo-
observations using the fitcopula() function, then combine the fitted 3D copula and the univariate marginals
using the muvdc() function. Lastly we simulate from our 3D model using the rMvdc() function.

We did this for the Gaussian, Student-t, Clayton, Gumbel and Frank copula families. Unfortunately we
could not fit a Clayton and Frank copula due to the exponential behaviour in the zeros which created infinite
values in the optimization process. In the following figure the simulations for the Gaussian, Student-t and
Gumbel model can be found:
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Figure 6.6: Simulations from the Gaussian (upper left), Student-t (upper right) and Gumbel (lower left) copula models. The observed
data (lower right) is plotted for comparison.

It can be seen that the simulated points for all copula models are centered around the lower values of
frequencies. The models fit the lower values of frequencies adequate, but they do not fit the higher values or
extreme overlap at all. A main reason for this outcome is the nature of the data. It seems that there are still
too many zeros in our selected data, thereby parametric families are fitted to support this many zeros, which
results in a decrease in likeliness for high frequencies to occur with the use of parametric families, especially
for the exponential distribution.

There could be a solution to get rid of this exponential behaviour at the zeros. We could use a different
distribution for the choice of marginals for the frequencies in the fitting process of making our 3-dimensional
copula. In the Danaher model we fitted the Negative Binomial Distribution (NBD) to the univariate data of
the different vehicles. In section 3.6.1 we concluded that the NBD is a reasonable fit to our data, and therefore
we will also try the NBD to see if using this distribution removes the exponential behaviour at the zeros and
is a better representation of our data.

We repeat the exact same process as described above but now using the NBD for the marginals of the
frequency columns in our data. When fitting the different copulas there did not occur an optimization error
thus we were able to simulate from all copulas. The results can be found in figure 6.7.
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Figure 6.7: Simulations using the NBD as marginals for univariate frequency data of the Gaussian (upper left), Student-t (upper right),
Clayton (middle left), Gumbel (middle right) and Frank (lower left) copulas. The data (lower right) is also plotted for comparison.

The simulated points are a little less dense around the small frequencies than for the use of exponential
marginals. Still the copulas do not simulate any high frequencies or extreme overlap. They do fit the data
better than for the use of the exponential marginals.

In conclusion, the method for fitting parametric marginals does not improve the performance of our 3-
dimensional copula model. We will explain the second method in the following paragraph.
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Jittering. We can either use the jitter() function on the data or the transformed pseudo-observations of the
data. We tried both and for the data it created too much noise, since when transforming the data to pseudo-
observations it magnified the noise. When we jittered on the already transformed pseudo-observations of the
data we could compare different factors to see which factor to use for fitting the copulas. The factor can be
interpreted as the amount of noise added to the data. In figure 6.8 the jittering of the pseudo-observations
with factors equal to 0.05, 0.1, 0.3, 0.7, 1, 2, 3 and 5 are presented.
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Figure 6.8: Jittered pseudo-observations data with factors equal to 0.05, 0.1, 0.3, 0.7, 1, 2, 3, and 5 from left to right, upper to lower plots
respectively.
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The higher the factor, the more noise added. To not create too much noise but still modify the data enough
to remove ties we choose the factor argument equal to 1. Next we fit the different copulas and simulate from
these copulas, the obtained results are observations in [0,1] for every variable. Due to the high computation
time of the fitting for over 900 thousand jittered data points (> 2 hours) we randomly choose 50 thousand
jittered data points to fit the copulas. Lastly we transform these [0,1] observations back to the original data
using the quantile() function. The results can be found in figure 6.9.
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Figure 6.9: Simulations from different copula fits to jittered pseudo-observations. The data is added for comparison.

There is some improvement in the resemblance of the data when comparing it to the previous method,
but still modest performance in capturing the overlap. In figure 6.10 the top-views of the simulations are
plotted, along with the top-view of the data for comparison.
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Figure 6.10: Top-view of simulated points from jittered copulas.

The jittering of the copulas does not improve the capturing of the overlap in comparison to the original
simulated copulas in figure 6.5. Neither methods improved the fitting of the original 3-dimensional copula

model.

6.2.1. Conclusion

In this section we saw that when we modify the data to a combination of the occurring exposures for all the

different vehicle combinations, the simulations of the Student-t copula for the frequencies are a good resem-
blance of the observed exposure data. However, the 3-dimensional copula fails to simulate the relationship
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of the distance and exposures between vehicles. Due to lack of time we will not investigate the relationship
between distance and overlap further, this will be mentioned in the recommendations for further research in
chapter 8.

6.3. Looking back at 2-dimensions

In chapter 4 we fitted copulas to the data of two specified vehicles, then did this for all combinations of
vehicles and combined all the results. In this chapter we modified the data to first combine all the datapoints
of all the different combinations of vehicles, then fitted copulas. This could be a better fit to our data since we
can use more information for the fit of the copulas. In figure 6.5 we can see that the frequencies and overlap
are very well resembling the observed data for the 3-dimensional Student-t copula. This result gives the
impression that if we fit 2-dimensional copula models to the modified data, we could get a good resemblance
of the data and a well performing model for the bivariate exposure distribution that we are researching in this
thesis. We fitted the same copula families as used in the previous sections, the results are presented in the
following figure:

Gaussian simulation Student.t simulation

Figure 6.11: Fitted copulas to the modified 2-dimensional data. The observed 2-dimensional data is plotted for comparison.
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The figure shows that the Gumbel and Student-t copula perform best in simulating non-overlap, over-
lap and extreme overlap. However, comparing the two copula models to the observed data we can see that
the Gumbel copula overestimates the overlap, and the Student-t underestimates the extreme overlap. By just
comparing the copulas to the data we conclude that the Student-t copula is the best fit to our data, but more
thorough analysis can be done on the fit of the copulas. Due to lack of time we will not do this analysis but
advise future researchers to do so.

This result shows that there is a Copula model that resembles our data, including the non-overlap, over-
lap and extreme overlap. This indicates that the Copula model is a good choice for the bivariate exposure
distribution to model frequencies and overlap between vehicles.

As a final remark we would like to present the conditional probability distribution for the probability that
there is a certain overlap between the exposures to two vehicles (variables X; and X>), given the distance
between those vehicles (variable X3). This distribution [17] is given by:

F(X1zx1,X2 2 x| X3=x3) =1-F(X1 < X1, X3 < x| X3 = X3)
- 0C(Fy(x1), F2(x2), F3(x3) 6.1)
0F3(x3)

where Fj(x1), F»(x2) and F3(x3) are the marginal CDF’s corresponding to the variables. The conditional
copula C describes the conditional dependence structure of (Xj, X») given X3 = x3. According to Sklar’s the-
orem (4.2.2) this copula exists. Using equation (6.1) we could actually estimate the overlap in exposures of
vehicles given the distance between them. Therefore, if we were able to find a copula that is a good fit to
our 3-dimensional data, equation (6.1) can answer the question on the relationship between overlap and dis-
tance.

With this result we will finish this research. In the following chapters we will conclude and discuss the
findings of this thesis.






Conclusion

The goal of this thesis was modelling bivariate exposure distributions for Out of Home advertising, to model
the frequencies of individuals to media vehicles and modelling the overlap between vehicles. We compared
two different models: the Danaher and Copula model. Both models had significant presence within market-
ing science and were worthwhile investigating.

The Danaher model was based on fitting a Negative Binomial Distribution to the univariate data of vehi-
cles. The univariate marginals were used in a specialised version of the Sarmanov Bivariate Distribution to
create a bivariate exposure distribution. The results from the Danaher model were not a good fit to our data,
as they did not capture high frequencies or overlap.

The Copula model was based on fitting commonly used copulas using a non-parametric approach. The
fitting and simulating from copulas created some challenges and the results were inadequate in capturing
overlap. The main reason for this result is the choice of data for fitting the copulas.

In addition to the comparison of these two models we extended the two-variable problem to a 3-variable
problem by adding a distance variable. This variable represents the distance between vehicles and we wanted
to see if we could model the relationship between the overlap and distance between vehicles. To investigate
this relationship we modified the data to be able to take distance into account. The copula models showed
good performance in fitting small exposure according to distance, but had modest performance in modelling
high exposures/overlap and distances. Lastly we used the modified data to look back at the 2-dimensional
Copula model, for which we found a good fit to the data using the Student-t copula. This Copula model per-
formed optimal out of the proposed models and represents the data well.

Combining all the obtained results we can conclude that the 2-dimensional Student-t copula is the best
model for our exposure distribution, with a good performance in capturing non-overlap, overlap and extreme
overlap. Secondly, we could not find a model that accurately models the relationship between distance and
overlap, while taking into account the peculiar characteristics of the exposure data.
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Discussion

Throughout the course of this research we ran into quite some difficulties and challenges. In this chapter we
will discuss these complications and give suggestions for future research.

The main reason is the nature of the data. We carefully selected the data based on geographical location,
trying to model the frequencies of individuals that locate themselves in this region. This resulted in selecting
a number of vehicles in a region and taking into account the exposures of individuals that have seen at least
one of the vehicles. The data can be presented in a matrix, where all the columns represent the vehicles and
the rows represent the individuals. The values in the matrix correspond to the frequency of the individual in
row j with respect to the vehicle in column i. This creates some zeros (when an individual in the selected
data does not see a certain vehicle), but in comparison to using the whole dataset we keep the zeros to a min-
imum. Throughout this research the zeros were still a challenge, along with the repeating of the same values
(ties), which make fitting models difficult. A possible solution for the amount of zeros could be to change the
minimum amount of vehicles an individual has to see, this gets rid of the zeros from individuals that only
see one vehicle. We did not try this in this research but this could be interesting for further research. Some
solutions to the ties problem have been explored in chapter 6. The methods did not improve the resemblance
of the simulations to the data and other ideas are interesting to investigate.

Another big challenge was of a more technical nature. The running time of the code was quite long for
some parts of models (> 2 hours for some parts). This resulted in having to make the sample size of the models
lower to be able to obtain results. For the Danaher model in chapter 3 we had to randomly pick 44 combi-
nations of vehicles (out of the 253) to fit and sample from the model. For the 3-dimensional copula model
in chapter 6 we had to pick 50.000 random datapoints (out of the over 900.000 datapoints) to fit the copula
models. These alterations in sample size could affect the results and therefore make the results questionable.

While researching the one-vehicle model in the Danaher chapter 3 we fitted the univiarite NBD and did a
statistical test to see if the NBD fits the data well. Due to lack of time we only tested this for four vehicles (out
of 23). To make this result complete all vehicles should be tested. For the two-vehicle model we were not able
to do a bivariate goodness-of-fit test. Instead we altered the test used in the Danaher paper [1] to see if the
models capture overlap adequately. To statistically test the goodness-of-fit of the two-vehicle model a proper
goodness-of-fit test should be used, but it can be quite a challenge to find this test.

While researching the Copula model in chapter 4 we used the same type of data that is used for the Dana-
her model: bivariate data of two specified vehicles. The copula model can be improved by using the same
type of data used in the 3-dimensional copula model from chapter 6. In section (6.3) we already fitted some
copula models by using the data from the 3-dimensional copula, but due to lack of time we could not do a
thorough analysis. Investigating this further could lead to even better results of the Copula model.

The problems mentioned above give a good reason to investigate both the Danaher and Copula model
further. In addition to the challenges we ran into during this research and improvements that are given above,

51



52

8. Discussion

we have some ideas on what topics to investigate for future research and the possibilities for researchers in
marketing science.

8.1.

Recommendations

In this section we will itemize some recommendations for further research.

We carefully selected data to fit and simulate from the different models presented in this thesis. A
second step could be to upscale the number of vehicles or enlarge the region. You could also compare
different regions to obtain information about the frequencies/overlap in different cities/regions.

In the chapters about copulas we focused on the most commonly used copulas, but there are many
more copula families to be thought of, and some copulas can also be rotated to better represent the
data.

For both the Danaher and Copula model we fitted the parameters using maximum likelihood. There
are lots of other methods to fit parameters, which are worthwhile investigating.

We did not find a proper defined relation between the distance and overlap in this thesis. This is still
something very much of interest in marketing science and definitely an interesting research topic.

In this thesis we only looked at the comparison of two vehicles and modelled bivariate exposure distri-
butions. A very interesting research topic could be to look at multivariate exposure distributions where
we compare more than two vehicles.

If we are able to model the exposures of individuals and estimate the overlap, we could make an opti-
mization problem for picking the vehicles to minimise overlap within a certain budget.
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A.1. Danaher model

A.1.1. Maximum Likelihood Estimation for parameter p of the univariate NBD
The Probability Mass Function of the Negative Binomial Distribution is defined as:

Xi+ri—

1

_ _ 1 ri Xi —
PX;=x;|ri,pi)= p,/A-p)™ x;=0,12,..

Likelihood function:

n nolxi+r+1 ,
L(p) = HPr(xilp) — H (xz r )pr(l —p)ti
i=1 i=1 i
- (ﬁ (x,- e 1)) P (1 pyEi
i=1 i

where x; are the n observations of random variable X. To maximize this function we take the logarithm to
get the log-likelihood, differentiate and set this to zero, then solve to obtain the maximum.

In(L(p) = ln(H (x,- +xr— 1)) +nr*In(p) + (Z xl-) *[n(l-p)
i=1 i

i=1

SetaL—O:aL—nr—Z?ﬂxi—Oﬁr(l— )=Xp=p= 4
Gp_ Gp_ p 1-p - pi=xp p_i+r

We can check that p is a maximum by taking differentiating again. This number is negative thus p is a

maximum. Our estimation for p is: p = <.

A.1.2. Implemented functions in R

title: "Danaher model functions"
author: "Frederiek Backers"

¢

{r, libraries and data import}
library (MASS)

library (fitdistrplus)

library (readxl)

library (feather)

library (plot3D)
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library (ggplot2)
library (copula)
library (scatterplot3d)
library (univariateML)
library (VineCopula)
library (sads)

library (discreteRV)
library (plyr)

data <— arrow::read_feather ("C:\\Users\\Frederiek.Backers\\ Gitlab\\Code\\
Rdata_region_Londonzoom. feather")
colnames(data) <— 0:(length(data)-1)

¢

« 0«

{r, functions}

# Obtain vehicle data

vehicle_data <- function(vehicle_nr){
result <- data[[vehicle nr+1]]

}

# Parameter estimation
# size =1
est_r <- function (vehicle_nr){
result <— fitdist (vehicle_data(vehicle _nr), "nbinom", method=)$estimate[1]

}

# mu = mu (= mean)
est_ mu <- function (vehicle_nr){
result <— fitdist (vehicle_data(vehicle_nr), "nbinom", method=)$estimate[2]

}

# parametrization a (paper)
est_a <- function(vehicle_nr){
result <- est_r(vehicle_nr)/est_mu(vehicle_nr)

}

#w

est_w <— function(vehicle_nr_1, vehicle_nr_2){
# Make count function for estimation of f_hat
count_single <- function (vehicle_nr){

count = 0
for (person in 1:length(vehicle_data(vehicle_nr))){
if (data[[vehicle_nr+1]][person] == 0){

count = count + 1
}
}
result <— count
}
f_hat_single <- function(vehicle_nr){
result <— count_single (vehicle_nr)/length (vehicle_data(vehicle_nr))
1
# Make count function for estimation of joint f_hat
count_double <- function(vehicle_nr_1, vehicle_nr_2){
count = 0
for (person in 1l:length(vehicle_data(vehicle_nr_1))){
# we could also do length of vehicle_nr_2 but these are equal
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if (data[[vehicle_nr_1+1]][person] == 0 &
data[[vehicle_nr_2+1]][person] == 0){
count = count + 1
}
}
result <- count
}
f hat _double <- function(vehicle_nr_1, vehicle_nr 2){
result <— count_double(vehicle_nr_1,vehicle_nr_2)
/length (vehicle_data(vehicle_nr_1))
}
result <- (f_hat_double(vehicle_nr_1,vehicle_nr_2)/
(f_hat_single(vehicle_nr_1)+f_hat_single(vehicle_nr_2)) - 1)x
(1/(phi(0,est_r(vehicle_nr_1),est_a(vehicle_nr_1))=
phi(0,est_r(vehicle_nr_2),est_a(vehicle_nr_2))))

}

# Calculate joint distribution
joint_distribution <- function(vehicle_nr_1, vehicle_nr_2, x_i, x_j){
X_i = c(0:max(vehicle_data (vehicle_nr_1)))
X_j = c(0:max(vehicle_data(vehicle_nr_2)))
est_P_i = dnbinom(X_i, size=est_r (vehicle_nr_1) ,mu=est_mu(vehicle_nr_1))
est_P_j = dnbinom(X_j, size=est_r (vehicle_nr_2) ,mu=est_ mu(vehicle_nr_2))
return <- est_P_i[x_i+1]+*est_P_j[x_j+1]*(1+est_w(vehicle_nr_1,vehicle_nr_2)=
phi(x_i,est_r(vehicle_nr_1),est_a(vehicle_nr_1))=
phi(x_j,est_r(vehicle_nr_2),est_a(vehicle_nr_2)))

}

# Make joint probability table (rows: vehicle X_ i, columns: vehicle X_j)
probability_table <- function(vehicle_nr_1, vehicle_nr_2){
X_i = c(0:max(vehicle_data (vehicle_nr_1)))
X_j = c(0:max(vehicle_data (vehicle_nr_2)))
est_P_i = dnbinom(X_i, size=est_r (vehicle_nr_1) ,mue=est_mu(vehicle_nr_1))
est_P_j = dnbinom(X_j, size=est_r (vehicle_nr_2) ,mu=est_ mu(vehicle_nr_2))
prob_table <- array(c(0:max(vehicle_data(vehicle_nr_1))),
dim=c (max(vehicle_data (vehicle_nr_1))+1,
max(vehicle_data (vehicle_nr_2))+1,1),
dimnames = list (c(0:max(vehicle_data (vehicle_nr_1))),
c(0:max(vehicle_data(vehicle_nr_2))),
c("Probability Table Xi Xj")))
for(i in 0:max(vehicle_data (vehicle_nr_1))){
for(j in O:max(vehicle_data(vehicle_nr_2))){
prob_table[i+1,j+1,1] <- joint_distribution (vehicle_nr_1, vehicle_nr_2,i,j)
}
1
return <- prob_table

}

# Sample from Danaher model
sample_Danaherx <- function (vehicle_nr_1, vehicle_nr_2, 1){
prob_table = combinations[[]]]
grid <— expand.grid (X = 0:max(vehicle_data(vehicle_nr_1)),
Y = O0:max(vehicle_data(vehicle_nr_2)))
grid$p <- c(prob_table)
for (i in grid$p){
if (i<0){grid$p [which(grid$p == i)] = 0}
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}

}
smpl <- sample(l:nrow(grid), size = nrow(data), replace=TRUE, prob=grid$p)
sampled.x <- grid$X[smpl]

sample_Danahery <- function (vehicle_nr_1, vehicle_nr_2, 1){

}

prob_table = combinations([[1]]
grid <- expand.grid (X = 0:max(vehicle_data(vehicle_nr_1)),
Y = 0:max(vehicle_data(vehicle_nr_2)))
grid$p <- c(prob_table)
for (i in grid$p){
if (i<0){grid$p [which(grid$p == i)] = 0}
1
smpl <- sample (1:nrow(grid), size = nrow(data), replace=TRUE, prob=grid$p)
sampled.y <- grid$Y [smpl]

# Correlation function
correlation <- function(vehicle_nr_1, vehicle_nr_2){

w <— est_w(vehicle_nr_1, vehicle_nr_2)

alpha_1 <- est_a(vehicle_nr_1)

alpha_2 <- est_a(vehicle_nr_2)

r_1 <- est_r(vehicle_nr_1)

r 2 <— est_r(vehicle_nr_2)

result <— wx(l-exp(-1))A2x*((sqrt(r_l=*r_2=(l+alpha_1)*(1+alpha_2)))/
(alpha_l+*alpha_2))=(((alpha_1)/
(1+alpha_l-exp(-1)))A(r_1 + 1))=

(((alpha_2)/(1 + alpha_2 - exp(-1)))A(r_2 + 1))

A.2. Copula model

A.2.1. Implemented functions in R

t

itle: "Copula model functions"

author: "Frederiek Backers"

«

““{r, libraries and data import}

library (MASS)

library (fitdistrplus)
library (readxl)
library (feather)
library (plot3D)
library (ggplot2)
library (copula)
library (scatterplot3d)
library (univariateML)
library (VineCopula)
library (sads)

library (discreteRV)
library (plyr)

data <- arrow::read_feather ("C:\\Users\\Frederiek.Backers\\ Gitlab\\Code

\\Rdata_region_Londonzoom. feather")
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colnames(data) <— 0:(length(data)-1)

¢

¢

{r, functions}
set.seed(2022)

# Model copula function
model_selectcopula <- function(vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
SelectedCopula <- BiCopSelect(data_pobs[,1], data_pobs[,2], familyset=NA,
method="mle")
}
model_Gaussian <- function(vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
Gaussian <- fitCopula (ellipCopula("normal", dim=2), data_pobs, method="ml")
}
model_StudentT <- function(vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
StudentT <- fitCopula(ellipCopula("t", dim=2), data_pobs, method="ml")
}
model_Joe <- function (vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
Joe <- fitCopula(archmCopula("joe", dim=2), data_pobs, method="ml")
}
model_Clayton <- function (vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
Clayton <- fitCopula (archmCopula("clayton", dim=2), data_pobs, method="ml")
}
model_Gumbel <- function (vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
Gumbel <- fitCopula (archmCopula("gumbel"”, dim=2), data_pobs, method="ml")
}
model_Frank <- function(vehicle_nr_1, vehicle_nr_2){
data_pobs = pobs(as.matrix(data[c(vehicle_nr_1, vehicle_nr_2)]))
Frank <- fitCopula (archmCopula("frank", dim=2), data_pobs, method="ml")
}

# Simulate copula function
sim_selcop <- function(vehicle_nr_1, vehicle_nr_2){
sim <- BiCopSim (N=nrow(data), obj=model_selectcopula(vehicle_nr_1,
vehicle_nr_2))
}
sim_Gaussian <- function (vehicle_nr_1, vehicle_nr_2){
sim <- rCopula(n=nrow(data), model_Gaussian(vehicle_nr_1, vehicle_nr_2)@copula)
}
sim_StudentT <- function(vehicle_nr_1, vehicle_nr_2){
sim <- rCopula(n=nrow(data), model_StudentT (vehicle_nr_1, vehicle_nr_2)@copula)
}
sim_Joe <- function (vehicle_nr_1, vehicle_nr_2){
sim <- rCopula(n=nrow(data), model _Joe(vehicle_nr_1, vehicle_nr_2)@copula)
}
sim_Clayton <- function(vehicle_nr_1, vehicle_nr_2){
sim <- rCopula(n=nrow(data),model_Clayton (vehicle_nr_1, vehicle_nr_2)@copula)
}
sim_Gumbel <- function (vehicle_nr_1, vehicle_nr_2){
sim <- rCopula(n=nrow(data), model Gumbel(vehicle_nr_1, vehicle_nr_2)@copula)



58 A. Appendix

}
sim_Frank <- function(vehicle_nr 1, vehicle nr 2){
sim <- rCopula(n=nrow(data), model Frank(vehicle_nr_1, vehicle_nr_2)@copula)

}

# Sample from copula functions
sample_selcopx <- function (vehicle_nr_1, vehicle_nr_2){
X <— quantile(data[[vehicle_nr_1]], sim_selcop(vehicle_nr_1,vehicle_nr_2)[,1])
}
sample_selcopy <- function(vehicle_nr_1, vehicle_nr_2){
y <- quantile (data[[vehicle_nr_2]], sim_selcop(vehicle_nr_1,vehicle_nr_2)[,2])

}

sample_Gaussianx <— function (vehicle_nr_1, vehicle_nr_2){
X <— quantile(data[[vehicle_nr_1]], sim_Gaussian(vehicle_nr_1,
vehicle_nr_2)[,1])
}
sample_Gaussiany <- function (vehicle_nr_1, vehicle_nr_2){
y <- quantile (data[[vehicle_nr_2]], sim_Gaussian(vehicle_nr_1,
vehicle_nr_2)[,2])
}

sample_StudentTx <- function (vehicle_nr_1, vehicle_nr_2){
X <— quantile(data[[vehicle_nr_1]], sim_StudentT (vehicle_nr_1,
vehicle_nr_2)[,1])
}
sample_StudentTy <- function(vehicle_nr_1, vehicle_nr_2){
y <- quantile (data[[vehicle_nr_2]], sim_StudentT (vehicle_nr_1,
vehicle_nr_2)[,2])
1

sample_Joex <— function(vehicle_nr_1, vehicle_nr_2){

X <— quantile(data[[vehicle_nr_1]1], sim_Joe(vehicle_nr_1, vehicle_nr_2)[,1])
}
sample_Joey <- function(vehicle_nr_1, vehicle_nr_2){

y <— quantile (data[[vehicle_nr_21]1], sim_Joe(vehicle_nr_1, vehicle_nr_2)[,2])

}

sample_Claytonx <- function(vehicle_nr_1, vehicle_nr_2){
X <— quantile(data[[vehicle_nr_1]], sim_Clayton(vehicle_nr_1,
vehicle_nr_2)[,1])
}
sample_Claytony <- function(vehicle_nr_1, vehicle_nr_2){
y <- quantile (data[[vehicle_nr_2]], sim_Clayton(vehicle_nr_1,
vehicle_nr_2)[,2])
1

sample_Gumbelx <- function (vehicle_nr_1, vehicle_nr_2){

X <— quantile(data[[vehicle_nr_1]1], sim_Gumbel(vehicle_nr_1, vehicle_nr_2)[,1])
}
sample_Gumbely <- function (vehicle_nr_1, vehicle_nr_2){

y <— quantile (data[[vehicle_nr_21]], sim_Gumbel(vehicle_nr_1, vehicle_nr_2)[,2])

}

sample_Frankx <- function(vehicle_nr_1, vehicle_nr_2){
X <— quantile(data[[vehicle_nr_1]],sim_Gumbel(vehicle_nr_1, vehicle_nr_2)[,1])
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}

sample_Franky <- function(vehicle_nr_1, vehicle_nr_2){

}

«

¢

y <- quantile (data[[vehicle_nr_2]],sim_Gumbel(vehicle_nr_1, vehicle_nr_2)[,2])

¢
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