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4 Testing Hypotheses about a Single Linear Combination of the
Parameter

Consider

log(wage) = %0 + %1jc+ %2univ + %3 exp er + u

where jc = number of years attending a two-year college
univ = number of years at a four-year college
exp er = months in the workforce.
We want to test whether %1 = %2: ifthereturnsfromamoreyearsofeducationataJuniorcollege
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another possible hypothesis test (one-tailed alternative)

5 Computing p-Values for t-Tests

! What is the signiÖcance level given the computed t-statistics?

! p-value : P (jT j > jtj)
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Inclassexercise
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Example 1: H0 : %j # 0; Ha : %j < 0; d.f.= 140:

suppose the calculated t#̂j = $2:75

! From the z-table, the value -2.75 corresponds to area = _ _ _ _ _ _ _ _ _ _ _
_.

! Thus, p-value = _ _ _ _ _ _ _ _ _ _.

! Would we reject H0 if we use the signiÖcance level = 5%?

Example 2: H0 : %j = aj; Ha : %j 6= aj; d.f.= 18:

suppose the calculated t#̂j = $2:18

! From the t-table, the value -2.18 corresponds to area = _ _ _ _ _ _ _ _ _ _ _
_.

! Thus, p-value = _ _ _ _ _ _ _ _ _ _.

! Would we reject H0 if we use the signiÖcance level = 5%?

6 ConÖdence Intervals (CI)

! ConÖdence Intervales for the POPULATION PARAMETER (%j)

! A 95% CI of %j is given by
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Example 1: 95% CI

Example 2: 99% CI
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The9501forB Bi 206se Bi fit206 seBj

HM
2.06 2Ob

valueof975thpercentile
inthe125distribution

fit

Jota
O aaas

KKK
area n o.gr ooos

The99 CIforBj Bj2.787seBj Bt2.787seBj

Ftestmotivation
wewanttothetestthesignificanceofagroupofhypotheses multiplehypotheses
Grade325 Bot B times frontt Bz timesback t p hours study t pgpastGPA

pggender a
Hoiseatposition doesn'thaveimpactonOPA
B o andpao B Bz 0

Haseatpositionmatters
B 10andBato or BatoandBzo atleastoneofthepgBzto

Br O andBzto


