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The Contest	


“Congratulations! You may have already won!” reads the contest brochure that you just received in the mail. You have been assigned an entry number for the upcoming contest drawing, but you will only be eligible to receive a prize if you mail back the entry form. If your number is drawn, but you haven’t mailed back your form, you won’t receive your prize.


Is it worth the price of a postage stamp to send back your entry? Would the amount you could expect to win, on average, exceed the cost of a stamp? The fine print on the entry form reveals the following important information:


�
Number of entry forms:	7,500,000.�Available prizes:�	One Grand Prize	$1,000,000 cash.�	One First Prize	Luxury automobile, valued at $100,000.�	Five Second Prizes	Trip around the world, valued at $25,000.�	10 Third Prizes	Free groceries for one year, up to $75 per week.�	20 Fourth Prizes	Fabulous Caribbean Cruise, valued at $300.�	50 Fifth Prizes	AM/FM personal stereo, valued at $40.�	1000 Sixth Prizes	1 carat Cubic Zirconia ring, valued at $14.98.


�
1.	Compute the amount that you might win, on average, if you were to enter the contest. How does this amount compare to the price of a stamp?


2.	Why might someone choose to enter this kind of contest, even with the knowledge that the expected winnings are less than the cost of postage?


3.	Given the above considerations, would you mail back your contest entry, or not? Explain your reasons.


Suppose you found this additional piece of fine print:


All unclaimed prizes will be awarded to contest entrants through a “second chance drawing.”


4.	Explain how this provision could change the mind of someone who originally thought the contest wasn’t worth entering.


5. 	How many people would have to not enter the contest, in order to raise the expected winning of an entrant above the cost of postage?
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