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ESTIMATING CONFIDENCE INTERVALS

What we are about to do is kind of the inverse of what we just did. Previously, I showed you how to 

use knowledge of the sample distribution and things like that to estimate the probability of getting a 

point estimate within a given distance of the population parameter. But surely, what would be more 

useful would be to tell the boss how close any given estimate was likely to be to the population parameter. 

A confidence interval is the term we use to indicate the margin of error above and below a point esti-

mate within which we are confident the population parameter lies. This is also known as taking an 

interval estimate. In doing so we of course need to compute a point estimate, and also to determine 

the level of confidence we want to achieve. I will discuss these points as we move through the chapter, 

and they will also come up a lot in later chapters, so do pay attention.

The first thing to note is that the way of doing this changes slightly, dependent on whether you know 

the population standard deviation beforehand. Now, in the real world it is rare to know the real popula-

tion parameter if you are interested in working out sample statistics. So why worry about this case? For 

two reasons: first, it is the easiest way for you to learn about the basic concepts; but, as well as this, there 

are situations where historical or other data can be used to estimate the population standard deviation. 

In these cases, we consider the population standard deviation as known.
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