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PROJECT PART B
Reliable Housewares is a local store that sells many household items and issues its own credit card to its customers. The store manager wants to study the purchasing behavior of its "credit" customers. To that end, he has come to DeVry and asked our MBA students for help. The manager has brought with him data on five variables of 50 randomly selected credit customers.
· LOCATION (Rural, Urban, Suburban – Household location of the credit customer)
· INCOME (in $1,000's – be careful with this)
· SIZE (Household Size - number of people living in the household of credit customer)
· YEARS (the number of years that the customer has lived in the current location)
· CREDIT BALANCE ($ balance on customer’s store credit card)


Hypothesis Testing and Confidence Intervals
The Reliable Housewares store manager wants to learn more about the purchasing behavior of its "credit" customers. In fact, he is speculating about four specific cases shown below (a) through (d) and wants you to help him test their accuracy. 
a. The average annual income of credit customers is less than $50,000.
b. The true population proportion of credit customers who live in an urban area exceeds 40%.
c. The average number of years lived in the current home is less than 13 years.
d. The average credit balance for suburban customers is more than $4,300.
i. Using the dataset provided in DocSharing, perform the hypothesis test for each of the above speculations (a) through (d) in order to see if there is an statistical evidence to support the manager’s belief.  In each case, use the Seven Elements of a Test of Hypothesis, in Section 6.1 of your textbook (on or about Page 324). Use α=5% for all your analyses. Explain your conclusion in simple terms.  Also be sure to indicate which hypothesis is the “claim”, compute the p-value, and interpret your results.   Look above for Seven Elements of a Test of Hypothesis
ii. [bookmark: _GoBack]Follow your work in (i) with computing a confidence interval for each of the variables described in (a) though (d). Interpret these intervals.
iii. Write an executive summary for the Reliable Housewares store manager about your analysis, distilling down the results in a way that would be understandable to someone who does not know statistics.  Clear explanations and interpretations are critical.
iv. All DeVry University policies are in effect, including the plagiarism policy.
v. Project Part B report is due by the end of Week 6.
vi. Project Part B is worth 100 total points. See grading rubric below.



Submission: A report in Microsoft Word containing the following:
· The summary report from (iii) above. This will make the body of your report
· All of the relevant work done in the hypothesis testing (including your Excel calculations showing the excel functions or Excel calculator outputs) in Part (i). This will be in Appendix
· All of the relevant work done in calculating confidence intervals (using Excel Calculator outputs or Excel functions) in Part (ii). This will be in Appendix

Report Format:
I. Executive Summary – This will be the summary of your findings to the management of Reliable Housewares. It will have four sections (A) through (D) corresponding to the four speculations (a) through (d). Each section will be about one or two paragraphs long. Clarity and conciseness in your conclusions are key here. Avoid using technical terminologies in this section.
II. Appendix – Your report will have four appendices (A) through (D) corresponding to the four speculations (a) through (d). In each appendix, indicate all the steps in hypothesis testing (i.e., the Seven Elements of a Test of Hypothesis in Section 6.1 of your text book). Don’t forget to mark which hypothesis is the claim and interpret your findings. Also, show your results for the confidence interval and the p-value for each speculation. Include all relevant Excel outputs. 

Project Part B: Grading Rubric
	Category
	Points
	%
	Description

	Executive Summary 
	20
	20
	One or two paragraphs on each of the speculations. Explain your conclusions in simple, cohesive, and concise way. Management does not know statistics.

	Addressing each speculation - 20 pts. each
	80
	80
	Hypothesis test, claim, confidence interval, p-value, and interpretations

	Total
	100
	100
	A quality paper will meet or exceed all of the above requirements. They will be concise, clear, and to the point. Also, since this is a graduate level course, spelling, grammar, clarity, logic, cohesiveness, and adherence to the above format are expected and will result in point deductions if not met.




image1.png
@ Chrome File Edit View History Bookmarks People Window Help &K D = O "%@> Thud34PM Q @ =

Q- Q-
e Layout Document Elements Tables Charts SmartArt Review A Home Layout Tables Charts SmartArt Formulas Data Review
Font ¢ Paragraph ¢ Styles ¢ Insert ; Edit ¢ Font ¢ Alignment ¢ Number ¢ Format ¢ Cells ¢ Themes
v 18
: - ©® 0 ® / J Devry University x ([ Course Home Page X | @ Pearson eText X () Joshua
U v AB€| o
— C' | @ Secure https://view.ebookplus.pearsoncmg.com/ebook/launcheText.do?values=booklD::16152::platform::1030::bookPageNumber::355::fromloginpage::...

PEARSON Print | Settings | Help | SignOut

\_L) Browse Q HYPOTHESIS TEST [e)
QAL IBINMe L |&apx] JHINS

H The elements of a test of hypothesis are summarized in the following box. Note
T that the first four elements are all specified before the sampling experiment is per-
o formed. In no case will the results of the sample be used to determine the hypotheses;

the data are collected to test the predetermined hypotheses, not to formulate them.

Elements of a Test of Hypothesis

1. Null hypothesis (Hy): A theory about the specific values of one or more popula-
tion parameters. The theory generally represents the status quo, which we adopt
until it is proven false. The theory is always stated as H: parameter = value.

i 2. Alternative (research) hypothesis (H,): A theory that contradicts the null hy-
pothesis. The theory generally represents that which we will adopt only when
i sufficient evidence exists to establish its truth.

3. Test statistic: A sample statistic used to decide whether to reject the null hypothesis.

*In many practical business applications of hypothesis testing, nonrejection leads management to behave as
if the null h were accepted. Accordingly, the distinction between acceptance and nonreiection is fre-

quently blurred in practice. We discuss the issues connected with the acceptance of the null and the
0y ||= calculation of 8 in more detail in Section 78.
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Rejection region: The numerical values of the test statistic for which the null

will be rejected. The rejection region is chosen so that the probability
is o that it will contain the test statistic when the null hypothesis is true, thereby
leading to a Type I error. The value of « is usually chosen to be small (e.g., .01,
.05, or .10) and is referred to as the level of significance of the

Assumptions: Clear statement(s) of any assumptions made about the
population(s) being sampled.

Experiment and calculation of test statistic: Performance of the sampling experi-
ment and determination of the numerical value of the test statistic.

Conclusion:

a. If the numerical value of the test statistic falls in the rejection region, we
reject the null hypothesis and conclude that the alternative hypothesis is
true. We know that the hypothesis-testing process will lead to this conclusion
incorrectly (Type I error) only 100a% of the time when H is true.

b. If the test statistic does not fall in the rejection region, we do not reject Hj.
Thus, we reserve judgment about which hypothesis is true. We do not con-
clude that the null hypothesis is true because we do not (in general) know the
probability B that our test procedure will lead to an incorrect acceptance of
H, (Type 11 error).
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