
What is Business Statistics?

In a world full of data what needs to be done to enhance or decrease production of goods and services, it has become increasingly important to have a way to and interpret data in order to make sense of these massive amounts of information.  Statistics, according to Terry Sincich Business Statistics by Example, is “the science of data which involves collecting, classifying, summarizing, organizing, analyzing, and interpreting data.” Examples of these processes are seen in business daily, for example, a hypothetical study could be conducted by a statistician to find the percent of a given target market that actually use a product that was intended for that specific market.  Many people who hear the word statistics associate the term to the person who tallies up the player statistics on a football, basketball, baseball or even hockey team.  It is common for any sport fan to know his or her favorite player’s performance by their statistical summaries, like a quarterbacks completion ratio or a basketball players points and rebounds.  

There are several benefits from statistics, especially in the business field.  Statisticians collect the important data that a business will use to interpret what direction that business will take in its future dealings.  One benefit of statistics would be, for instance, a manufacturing company that must know the percentage of defects in a production run.  Knowing that 10 products in 100 produced has a defect will help that company decide what steps it needs to take to lower that defect rate.  This will in turn raise quality of that product and ultimately lower the production cost for that manufacturing plant by reducing the time spent repairing the defective products and paying overtime to the workers who do the repair.  Another example of the benefits of statistics, using the sports analogy, would be a coach substituting certain players at specific times during the game.  If for example a basketball team needs to score points quickly with a limited amount of time, a player with a high percentage in three-point shooting would used to narrow a gap in a the score, giving that team a better chance to win.  

Business processes are based on managers, coaches, investors etc. making decisions, that will determine whether their given organization will improve or get worse.  Statistics is good decision making in those times of uncertainty, so that manager’s decisions will be based on more than just a guess or without expecting good results.  Decision making under uncertainty, as defined in Business Statistics by Example 5th edition, by Terry Sincich, is defined as “the selection of a course of action when we do not know with certainty the results that each alternative action will yield.  It is also assumed that the outcome of the action we select is affected only by chance and not by an opponent or competitor”. 

Statistics has become more widely used in the last few decades because of the vast and changing nature of the world.  With the markets showing the effects of uncertainty, stock market volatility and nations living with the increased fear of terrorism, statistical research and the results they find will help ease the tension brought on by a constantly changing world.  Statistics puts a sense of control over the massive amounts of data collected by analysis, classification, organization and summarization of such information. The statistician would seem to be very busy in the future as businesses would need their consultation to quiet fears and make the best possible decisions for their prospective futures.

