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Regression Example: Type II Error

A regression model for prediction the selling price of houses:

	Regression Statistics
	 
	
	
	
	

	Multiple R
	0.9661
	
	
	
	

	R Square
	0.9334
	
	
	
	

	Adjusted R Square
	0.9153
	
	
	
	

	Standard Error
	6.1397
	
	
	
	

	Observations
	15
	
	
	
	

	
	
	
	
	
	

	ANOVA
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F

	Regression
	3
	5815.5835
	1938.5278
	51.4257
	0.0000

	Residual
	11
	414.6525
	37.6957
	
	

	Total
	14
	6230.2360
	 
	 
	 

	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	

	Intercept
	-18.7146
	9.1500
	-2.0453
	0.0655
	

	Size (100 sq ft)
	4.1572
	0.3910
	10.6330
	0.0000
	

	Lot Size (1000 sq ft)
	4.6794
	0.7092
	6.5978
	0.0000
	

	Pool?
	7.0053
	4.0722
	1.7203
	0.1134
	


A swimming pool sales rep claims that you can expect $9,000 additional sales value on your house if you add a pool, all other things held constant.

Using a 0.10 level of significance, set up a hypothesis test of the sales rep’s claim.

Hypotheses:

Decision Rule:

If the true expected effect of a pool on the selling price is $7,145, what is the probability of a Type II error in this test?

Decision Rule in $1000:

Decision Rule in standard errors from true slope:

Beta using z approximation: 

Beta using regular t-table: 

Beta using fancy t-table: 

Beta using Excel: 
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