
LOGIC OF HYPOTHESIS TESTING

To help prevent these misconceptions, this chapter goes into more detail about the logic of hypothesis testing than is
typical for an introductory-level text.

We expand on those steps in this section: First Step: State the Hypothesis Stating the hypothesis actually
involves stating two opposing hypotheses about the value of a population parameter. This is the third course in
the specialization "Business Statistics and Analysis" and the course advances your knowledge about Business
Statistics by introducing you to Confidence Intervals and Hypothesis Testing. Example: We compare the
observed mean birth weight with the hypothesized value, under the null hypothesis, of 18 grams. NOTE: We
do not conclude it is right, but reasonable! Usually the hypothesis concerns the value of a population
parameter. This is denoted Second Step: Define the Decision Method We must define a method that lets us
decide whether the sample mean is different from the hypothesized population mean. For our example, we
formally state: The null hypothesis Ho is that prenatal exposure to alcohol has no effect on the birth weight for
the population of lab rats. The weights, in grams, are shown in the table. Formally: We do not reject the null
hypothesis that prenatal exposure to alcohol has no effect on the birth weight for the population of lab rats.
Please note that earlier versions of Microsoft Excel and earlier will not be compatible to some Excel functions
covered in this course. More on this later. Now we gather data. Make a Decision: We compare the sample data
with the hypothesis about the population. To successfully complete course assignments, students must have
access to a Windows version of Microsoft Excel or later. We will introduce the various building blocks for the
confidence interval such as the t-distribution, the t-statistic, the z-statistic and their various excel formulas.
DIST and T. The four steps for conducting a hypothesis test are introduced and you get to apply them for
hypothesis tests for a population mean as well as population proportion. We do this by obtaining a random
sample from the population. The method will let us conclude whether reject null hypothesis or not accept null
hypothesis the treatment prenatal alcohol has an effect on birth weight. You get to understand the logic behind
hypothesis tests. If the data are consistent with the hypothesis we conclude that the hypothesis is reasonable.


