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Bayesian paradigm is adopted to draw inferences in this class
of models. Maybe some of you have already processed the

data, but I have no desire to waste time on this. The Bayesian
algorithm, as we already know, can give us good results in

econometrics, but it can also easily be wrong in cases where
we take into account various random factors. We have

explored some of these errors and selected for this group in
the previous chapter, however, they can be modeled using so-
called Bayesian models. For example, consider a model that

predicts that socks will be wet by the end of the day,
assuming that employees who repair shoes wear the same

shoes as everyone else. Even if socks are the only benefit of
shoe repair workers and have shoe repair skills, they can

anticipate that by the end of the day it will be too cold for the
shoe repair workers. There are, of course, assumptions

related to various factors in the model. Such assumptions are
called Bayesian effects. As a rule, in practice they are not

strong, but, nevertheless, they can be useful in some
situations. For example: If events occur in different places on

different days, then the effect is considered stronger when
they occur at the same time; When two events occur on the
same street, the effect is considered worse if they occur on

different streets. These effects can be widely used in
econometric models, as they give us a clearer understanding
of our problem than the analysis of elasticity coefficients.

Assuming that managers have knowledge of the performance
of their subordinates (in order to study their behavior), they

will be able to obtain more accurate statistics than in the
analysis of partial elasticity coefficients: if their managers
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know that the models predict that volunteers will prefer N
coffees with sweetener than without it, all managers will be

more aware of the results of their employees. In another
example, two Bayesian effects can be used to help managers
manage their workspace: All K employees left their jobs at

the same time and therefore the entire workspace was full; If
managers know that customers will starve by the middle of
the week and will not buy products that compete with their

own product, they will have a higher opinion of sales of their
product.
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