1. [bookmark: _GoBack]Establish the hypothesis and alternate hypothesis for this statement: the average cost per drink in Lawrence is $2.00.
H0: mean cost per drink is equal to 2
H1: mean cost per drink is not equal to 2
2. If the survey data from 16 establishments comes back as $3.00 with a standard deviation of .25; Test the hypothesis using a significance level of .05
z-score = (2 – 3)/ 0.25
             = -4
p-value = 0.001
since p-value (0.0001) is less than alpha (0.05) we reject the null hypothesis and conclude that cost per drink is not equal to 2.
 
3. Test the hypothesis Ho: Average Expenses for Text Books ≤$725 per semester. A researcher did a project that revealed the average was $750. The standard deviation was $85. The sample size was 40. Use a significance level of α = .1. 
Solution
z-score = 
              = -1.86
From the normal distribution table
p-value = 0.0314
p(x> 725) = 1 – 0.0314
                  = 0.9686
Since p-value (0.9686) is greater than alpha (0.05) we do not reject the null hypothesis.
 
4. What are the steps for setting up a hypothesis test?
a. State hypothesis
b. Determine the significance level
c. Calculate the test statistic
d. Determine the critical values and the p-value.
e. Determine whether to reject or not reject the null hypothesis
f. Write conclusion. 
5. Using the following data, find the mean, variance and standard deviation for the data. The data was captured outside a Dollar Night Establishment in response to questions on age. The City of Lawrence claims that the average age in the establishment is at least 21. Set up the hypothesis test and test the claim based on the survey data using α=.05. Should the City’s claim be accepted or rejected? Will the decision change if we use α=.01?



 
	
	
	

	
	
	

	
	hypothesized value
	21.000 

	
	mean data
	20.083 

	
	std. dev.
	2.778 

	
	std. error
	0.802 

	
	n
	12  

	
	
	

	
	
	

	
	 z
	-1.14

	
	 p-value (one-tailed, upper)
	.8735


Since p-value (0.8735) is greater than alpha (0.05) we do not reject hypothesis and conclude that mean establishment is not greater than 21. 
At 99%
Since p-value (0.8735) is greater than alpha (0.01) we do not reject the null hypothesis.

6. Why is it important to set the significance level before starting the experiment or hypothesis test rather than after the test?
Solution
To know at which level are our results true.
7. What is the difference between regression and correlation?
Solution
Regression is used to predict dependent variable given independent variable while correlation shows relationship between two variables.
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