
CHAPTER 1 

INTRODUCTION

1.1 Background

Health is a condition where the physical body and mental not merely good

but also social well-being.  And because being social and productive is not an

activities  that  will  be  done  only  once  but  continuously,  so  health  must  be

maintained properly. Of course, to maintain the health of each individual there are

various ways to do it, namely by examination, prevention and treatment. And if it

has  been  infected  by  an  illness,  it  must  be  treated  immediately.  Certainly  it

requires different cost for each individual.

Based on the explanation above, to find out the amount of medical cost for

each individual, a prediction program that can determine the estimated amount of

medical cost is needed. To predict these costs, the backpropagation algorithm is

used with data from an insurance service.  Backpropagation is a method which

used in artificial neural networks that can reduce the error rate with adjusting the

weight  from  actual  and  prediction  output.  Backpropagation  usually  used  for

prediction, prediction is a process to estimate something that will mostly occur

based on the past and current data to reduce the error.

The data for this research is obtained from kaggle.com and can be taken

only by downloading it with registered account.  The website itself  is a trusted

source for dataset.

1.2 Scope

The limitation of the problem in this study are as follow:

1. The Training data used is 1000

2. The Testing data used is 250

3. The user need to input the number of hidden layer more than 1
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4. The user need to input the number of learning rate in range of 0-1

5. The user need to input the number of iteration more than 1

6. Using Min Max Normalization

7. Using Java language programming

8. The output is in the form of CSV file

Base of the background of this project, the problems to be solved are:

1. Can someone’s medical costs be predicted?

2. Is backpropagation algorithm suitable for predicting?

3. How much the error  rate calculated from backpropagation algorithm to

determine medical costs?

1.3 Objective

The purpose of this project is to produce a program that can predict the

medical costs needed by each individual with certain factors. With this prediction

an insurance company can make a plan for good hospitality and service for their

customer  and  still  have  profit.  A good  hospitality  means  they  can  make  an

insurance program that make their customer joining the program is a profitable

action because they will spend less or doesn’t have to spend anything in their

medical expense.
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