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4 Testing Hypotheses about a Single Linear Combination of the
Parameter

Consider

log(wage) = By + Bjc + Byuniv + Byexper +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.
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another possible hypothesis test (one-tailed alternative)
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5 Computing p-Values for t-Tests
e What is the significance level given the computed t-statistics?
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Example 1: Hy: 3., >0, H,:p.<0, d.f.=140. . L
Lo P = phal hald be the sgniieont loel g e criical
PCT), c2) vaue of -295 = find the sl..qde& orea
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suppose the calculated 5 = —2.75
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e From the z-table, the value -2.75 corresponds to area =  0.003

e Thus, p-value = 0 .03

e Would we reject Hy if we use the significance level = 5%7? ‘/‘95
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Example 2: Hy: (3; =a;, H,:B3;#a;, d.f=18. é_ugﬁ:étigle

suppose the calculated ¢; = —2.18
J

e From the t-table, the value -2.18 corresponds to area = 0-02 + oGS

e Thus, p-value = kefreen 0oz g 05

e Would we reject Hj if we use the significance level = 5%7
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6 Confidence Intervals (CI)

e Confidence Intervales for the POPULATION PARAMETER (§3;)
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Example 1: 95% CI
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Example 2: 99% CI
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7 Testing Multiple Linear Restrictions: The F-test

Suppose the model is specified by

Y= Pot B+ Byra + P +u £ x, andy, both have
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We can use the F-test to test this type of "multiple hypotheses". bles)
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1. Our full model is called the "unrestricted" model (ur). Suppose it can be expressed
as: Yspo +Wﬂx3 u’l is e - m’,ecb to

y = By + o1 + Poxe + Baxs + ... + Brap +u

2. The model which takes out = (which we think its associated § = 0) is called the
restricted model (r). —smoll  vodel
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