Inferential Statistics

Significance

Significance is all about differences. In general, larger
differences (or deltas) are considered to be “more
significant.”

Practical Difference and Significance is:

» The amount of difference, change or improvement that will be of
practical, economic or technical value to you.

» The amount of improvement required to pay for the cost of making the
improvement.
Statistical Difference and Significance is:

» The magnitude of difference or change required to distinguish between a
true difference, change or improvement and one that could have
occurred by chance.

Lean Six Sigma decisions will ultimately have a return on resource
investment (RORI)* element associated with them.

» The key guestion of interest for our decisions “is the benefit of making a
change worth the cost and risk of making it?".
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Your mission, w hich you have chosen to accept, isto reduce cycle time, reduce
the error rate, reduce costs, reduce investment, improve service level, improve
throughput, reduce lead time, increase productivity... change the output metric of some
process, etc...

In statistical terms, this translates to the need to move the process Mean and/ or reduce
the process Standard Deviation

You'll be making decisions about how to adjust key process input variables based on
sample data, not population data - that means you are taking some risks.

How will you know your key process output variable really changed and is not just an
unlikely sample? The Central Limit Theorem helps us understand the risk we are taking
and is the basis for using sampling to estimate population parameters.
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