The IRS is interested in the number of individual tax forms prepared by small accounting firms. The IRS randomly sampled 50 public accounting firms with 10 or fewer employees in the Dallas–Fort Worth area. The following frequency table reports the results of the study. Assume the sample mean is 44.8 clients and the sample standard deviation is 9.37 clients. Is it reasonable to conclude that the sample data are from a population that follows a normal probability distribution? Use the .05 significance level.
Number of Clients 


Frequency

20 up to 30 ………………………..
  1

30 up to 40 ………………………..
15

40 up to 50 ………………………..
22

50 up to 60 ………………………..
  8

60 up to 70 ………………………..
  4
SOLUTION

H0: The population of clients follows a normal distribution.

H1: The population of clients does not follow a normal distribution.

Reject the null if chi-square is greater than 5.991.
	Number of Clients
	Z values
	Area
	Found by
	Fe

	Under 30
	Under -1.58
	0.0571
	0.5000 - 0.4429
	2.855

	30 up to 40
	-1.58 up to -0.51
	0.2479
	0.4429 – 0.1950
	12.395

	40 up to 50
	-0.51 up to 0.55
	0.4038
	0.1950 + 0.2088
	20.19

	50 up to 60
	0.55 up to 1.62
	0.2386
	0.4474 – 0.2088
	11.93

	60 or more
	1.62 or more
	0.0526
	0.5000 – 0.4474
	2.63


The first and last class both have expected frequencies smaller than 5. They are combined with adjacent classes.

	Number of Clients
	Area
	fe
	fo
	fo – fe
	(fo – fe)^2
	(fo – fe)^2/fo

	Under 40
	0.3050
	15.25
	16
	0.75
	0.5625
	0.0369

	40 up to 50
	0.4038
	20.19
	22
	1.81
	3.2761
	0.1623

	50 or more
	0.2912
	14.56
	12
	-2.56
	6.5536
	0.4501

	Total
	1.0000
	50.00
	50
	0
	
	0.6493


Since 0.6493 is not greater than 5.991, we fail to reject the null hypothesis. This data could be from a normal distribution.
