Measures of Central Tendency

It is difficult, and perhaps even impossible, to think about and understand millions of individual, distinct numbers. Yet, when crucial national decisions have to be made, millions of pieces of data may need to be considered. This seemingly unresolvable conflict is partially resolved by calculating an average. An average is a single number that represents a large population. Three typical averages are:  he mean, median, and mode. In general, none of them represent the population completely and each has its peculiar vulnerabilities, 

Wealth* by race, 1983-1998, in thousands of 1998 dollars.  

	
	1983
	1989
	1992
	1995
	1998

	Mean Wealth
	
	
	
	
	

	Black
	46.80
	49.30
	52.90
	43.60
	58.30

	White
	248.40
	293.90
	284.40
	259.20
	320.90

	Ratio
	0.19
	0.17
	0.19
	0.17
	0.18

	Median Wealth
	
	
	
	
	

	Black
	4.80
	2.20
	12.00
	7.90
	10.00

	White
	71.5
	84.9
	71.3
	65.2
	81.7

	Ratio
	0.07
	0.03
	0.17
	0.12
	0.12

	Households with zero

or negative wealth (%)
	
	
	
	
	

	Black
	34.10
	40.70
	31.50
	31.30
	27.40

	White
	11.30
	12.10
	13.80
	15.00
	14.80

	Ratio
	3.01
	3.38
	2.28
	2.09
	2.09


Source: Unpublished analysis of Survey of Consumer Finance by Wolff

*Wealth here means: net worth = household assets minus debts

1.
Ratios are fractions. What numbers, and in what order, make the ratios/fractions in Mean Wealth above? Reverse the numbers in the fractions/ratios and recalculate. 

How might you communicate the (approximate) meaning of these ratios in everyday conversation?

2.
Calculate the mean and median of 10,10, 20, 30, 50.

Replace just one of the numbers so that the mean increases, but the median remains the same. 

Replace just one of the original numbers so that the mean decreases, but the median remains the same. 

What is the mean sensitive to? What can the median hide? How might this help account for the differences in the ratios in Mean Wealth and Median Wealth?

3.
How does the data in Households with zero or negative wealth help account for the differences in the ratios in Mean Wealth and Median Wealth? 

