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Confidence Interval in Business
Confidence interval refers to the likelihood that a population parameter will be between a set of values for a certain proportion of times (Hazra, 2017). It is a tool of probability used to show the uncertainty or certainty of a projected number. Confidence interval is used when statistical measurements are done using certain samples of a particular population parameter and aids in concluding how the mean of a sample is adjacent to that of the population (Hazra, 2017). Confidence interval is calculated on the basis of the standard error of measurement and shows how even the estimation is (Hazra, 2017). Like other fields, businesses also use confidence intervals to quantify uncertainty to measure their performance.
An example of a company that has once used confidence interval is Apple. The company used the technique to predict the performance of the production of its electronics, particularly iPhones. The company reported having used Confidence interval before releasing its first iPods to determine how consistent the units would have been when released in the market. For instance, the company gave iPods to two hundred of its employees; however, they were to use the phones internally. After a month, three of the iPods had broken down. The company's interest or major concern would be the proportion of the broken-down iPods if they had been released to the public.  Therefore, the sample proportion, which is p = 3/200. This is equal to the confidence interval for the unknown p. After the calculation of p, the estimated proportion was determined to be 0.015, which is between 0 and 1 percent with a confidence interval of 95%. The company proceeded with the production of the iPods because the percentage of the broken iPods was lower. Moreover, the 95% confidence interval helped to know the degree of uncertainty between production and failure rate (Nik Soh, 2019). Therefore, confidence interval technique would improve the business processes of Apple Inc. as it helps in determining the unknown parameters of a specific product because the precise value cannot be found out.
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