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B.COM. PART 1  

CORE CONCEPT OF BUSINESS MATHMATICS & STATISTICS 

GENERAL PROCEDURE OF TESTING A HYPATHESIS  

 The following are the steps involved in tests of significance or hypothetical testing problems: 

1) Statement of the Problem: The problem is clearly stated and it is determined that in what respects decisions 

are to be taken for accepting the hypothesis or for rejecting it or it is to be taken in respect of difference 

between statistic and parameter.  

2) Setting up a Hypothesis: After stating the problem in clear-cut terms, the hypothesis is formulated. The 

common way of formulating a hypothesis is that there is no difference between two values, namely sample 

mean and population mean. It is important that such hypothesis is also known as ‘Null Hypothesis’. It is 

denoted by Ho. Ho : μ= 𝒙  

3) Computation of Test Statistic: It is the main yardsticks which helps us to decide whether to accept or reject 

the null hypothesis. For this purpose generally we use z-distribution under the normal curve for large sample 

and t- distribution for small sample.  

4) Level of Significance: The next step is fixation of level of significance there are no definite rules in this 

context but generally the test is perform at 5% or 1% level significance or 95% or 99% confidence level.  

 

5) Critical Value: This value is obtained from a specific table at particular level of significant.  

6) Interpretation: It is the last but very important step of significance test. If the calculated value is greater than 

critical value, the hypothesis is rejected and if computed value is equal or less, the hypothesis is accepted.  

 

TWO-TAILED TESTS AND ONE-TAILED TESTS 

Two- tailed Test- It is also known as ‘two-sided test’. It is a test in which rejection region is located in both tails of 

probability curve of the sampling distribution. The null hypothesis is rejected in this test if a measure of sample is 

significantly less or greater than the measure of population.  

A statistical test in which the critical area of a distribution is two sided and tests whether a sample is either greater than 

or less than a certain range of values. If the sample that is being tested falls into either of the critical areas, the 

alternative hypothesis will be accepted instead of the null hypothesis. The two-tailed test gets its name from testing the 

http://www.investopedia.com/terms/n/null_hypothesis.asp
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area under both of the tails (sides) of a normal distribution, although the test can be used in other non-

normal distributions. 

 

 

 

One-tailed Test- A statistical test in which the critical area of a distribution is one-sided so that it is either greater than 

or less than a certain value, but not both. If the sample that is being tested falls into the one-sided critical area, the 

alternative hypothesis will be accepted instead of the null hypothesis. The one-tailed test gets its name from testing the 

area under one of the tails (sides) of a normal distribution, although the test can be used in other non-normal 

distributions as well. 

 

Sampling Errors- Sampling errors are inherent in the method of sampling. These errors arise due to the fact that only 

a part of the population is used to estimate population parameters and draw inferences about them.  Thus sampling 

errors may be considered as the difference between the results obtained from a sample and those that would have been 

offered by complete enumeration. 

 

Non- Sampling Errors- It arise at the stages of observation, approximation and processing of the data and these can 

occur in all surveys, whether sample surveys or complete enumeration.  

 

STANDARD ERROR OF THE MEANS   

Standard error of mean refers to standard deviation of simple sampling distribution of arithmetic means of large 

samples. The standard error of population mean can be calculated by using following formulae:  

a) When standard deviation of the population (σp) is known:  

σx  = 
σp

 𝑛
  

b) When standard deviation of the population (σp) is not known but S.D. of sample is known: σx  = 
σs

 𝑛−1
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