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The P-value debate and implications for management research: The signifi—
cance of prior probability
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Abstract: This paper argues that the P-value debate is grounded in the confusion between statistical signifi—
cance testing and statistical inferences. Using results of statistical significance testing to make statistical infer—
ences can lead to the validation of many specious theories. Errors in statistical significance testing refer to the
probability of false positives and errors in statistical inferences lie in the inverse probability of false positives.

The relationship between the two probabilities is highly affected by prior probability. A higher prior probability
decreases the probability of errors when using results of statistical significance testing for statistical inferences.

By contrast a lower prior probability increases the probability of statistical inference errors even if the proba—
bility of false positives is low. To improve the reliability of statistical inferences and taking management re—
search as an example this paper proposes to establish a better prior probability through a dual dialogue with
practical and theoretical worlds. The significance of this paper lies in revealing the unity of prior knowledge
and empirical evidence in management research and the insufficiently deterministic nature of management re—
search.

Key words: P-value; null hypothesis significance testing ( NHST) ; inverse probability of false positives; pri—

or probability; management research



