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9  Binary Dependent Variable (y variable): Logit and Probit Models 
Reading: ___________________ 

x Many research questions on consumer choice involve analyzing qualitative dependent 
variables such as 

 

 

 

 

 

x Using the linear probability model (LPM) is unrealistic because the model can result 
in predicted probability greater or less than one. 
 
 
 
 

Can result in 

𝑃(𝑦 = 1|𝒙) > 𝟏 or 𝑃(𝑦 = 1|𝒙) < 𝟎  

x The Logit and Probit model introduce a function (call it “G”) to restrict the probability 
value between zero and one. 

o Logit Model – Function G(x) is the logistic function 
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o Probit model - Function G(x) is the standard normal cumulative distribution 
function (cdf).  

 

 

 

 

 

 

 

 

 

 
 

 
NOW, the 𝛽 in the logit and probit models are not marginal impact on probability!!To find 
the partial effect of each X variable on the response probability, we must rely on calculation. 
To find the partial impact of X2, we calculate the following difference: 
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x STATA provides a post-estimation command called “mfx” to calculate such marginal 
effects. For instance: 
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