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Math 161 . —_Exam 1 For Spring'08  NAME_Soly, 4=
- Closed boo ase put your name on the signin sheet; if you go somewhere else to work, write
down where you are going. Please stay in the building.
Do your work on these pages or attach sheets if necessary. Show your work for partial credit.

1) A large organization decides to become "self-insured" for medical benefits. That is, they will collect
the same size insurance premiums from all the families enrolled, and use the money to pay medical bills
as needed.

To find out how much they should collect, they first want to know how much they can expect to pay out.
They survey 500 of their 10,000 working families for their medical costs last year. As you know, many
families have low medical costs most of the time, but a serious illness can drive a family's costs way up.

From their survey they find the mean and the median medical costs for a family.

a) Which (méan or median) will be the more accurate number to use to find their expected total cost for
- 10,000 families? Why? g4 Lo, :
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b) Which (mean or median) will be the larger number? Why? gt~eatfaldso swald .
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c) If a reporter wants to write an article about a typical family and their medical costs, is it more'&"e Fig bt ot me Jb‘f’"‘
appropriate to pick a family near the median or near the mean?
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2) Calculate, by hand, the mean and standard deviation for this set oumbers: 1,2,2,7
Show all steps for full credit. A table is a good way to organize the work.
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