Activity 11.10: Applying Probabilities: Hypothesis testing 3 (25 pts)
The Medical Rehabilitation Education Foundation reports that the national average cost of rehabilitation for stroke victims is $24,672 ().  To see if the average cost of rehabilitation is different at Our City Hospital, a researcher selects a random sample of 35 stoke victims () at Our City Hospital and finds that the average cost of their rehabilitation is $26,343 (). The standard deviation of the population is $3251 (). At α = 0.01, can it be concluded that the average cost of stroke rehabilitation at Our City Hospital is different from the national average? (25 pts)
1. State the hypotheses:
Null hypothesis (): µ = 24,672 			
Research hypothesis (): µ ≠ 24,672
2. With α = 0.01 and the hypotheses you’ve established, find the critical values:
α/2 = 0.005
= 1-0.005 = 0.995
The critical values are (-2.575, 2.575)
3. Compute the test value:
Solution 
(26343 – 24672) / (3251/√35) = 3.0408
T statistic = 0.0045
4. Make the decision about whether the data can support whether the average cost of stroke rehabilitation at Our City Hospital is different from average cost nationally:
Reject the hypothesis 
5. Summarize the results:
Since T statistic is less than α, there is sufficient evidence to support the claim that average cost of stroke rehabilitation at Our City Hospital is different from average cost nationally. 
6. [bookmark: _GoBack]Bonus question: With α = 0.01, what this the probability of committing a Type I Error? = 0.01
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