“What is Business Statistics?”

Introduction

Random’s House College Dictionary (1994 ed.), defines statistics as “the science that deals with the collection, classification, analysis, and interpretation of numerical facts or data.” Webster’s Dictionary (Merriam-Webster OnLine) defines business as “a commercial or sometimes an industrial enterprise” additionally it states “business may be an inclusive term but specifically designates the activities of those engaged in the purchase or sale of commodities or related financial transactions.” 

Business statistics gives key stakeholders of a company, i.e., Operations, Customer Service, Marketing, the ability to explore their common and the salient business challenges. By utilizing statistics stakeholders will be able to ‘see quantitatively’ how their business is operating rather than qualitatively and make a more qualified decision for improvement and/or opportunity. This ability to ‘see’ or make ‘data transparent’ can be applied to all areas of the organization along with customer expectations, e.g. customer service area - a histogram evaluating the departments average talk time per customer service representative to the customers (voice of the customer) upper and lower thresholds and/or the company’s upper and lower expectations.
In summary, the knowledge of data and ability to apply data (statistics) in a business environment is great but the key point is the interpretation of data and the hierarchy (The Competitive Intelligence Pyramid) of making an ‘intelligent’ business decision. Without going through the proper process, then the effort and final decision could be worthless or misguided. 

The Competitive Intelligence Pyramid
“Knowledge is the Edge”
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The Assessment Phase focused on the first two levels (Data and Information) supported by Base Information.  The ‘Knowledge’ Level utilizes the first two levels to develop recommendations and strategy. Success or ROI is dependent on the commitment of investment per all stakeholders.

Benefits
The major benefit of utilizing business statistics would be to make ‘intelligent business decisions’ based on quantitative versus qualitative data with a certain degree of confidence.

The key components or underling benefits of making that an intelligent decision through statistics are:
· Exploratory Analysis: Interest in both differences and similarities, i.e., both patterns and departures.

· Examination of Distribution of Data: Detection of important characteristics, i.e., shape, location, variability, and unusual values.

· Cause and Effect or Association and Causation: Understanding relationships between variables.
Business Statistics – A Form of Applied Decision Science Under Uncertainty?
Business statistics is a form of applied decision science under uncertainty because it is an applied science of collecting and analyzing data but an uncertainty because of five factors, 1) the knowledge and experience of the decision maker, 2) the risk tolerance of the decision maker, 3) the risk tolerance of the company, 4) the uncertainly of constant change, and 5) the final decision is a ‘human decision.’
The following from the Lecture Notes-Session 1: What is Business Statistics? supports the above conclusion, “business statistics is a scientific approach to decision making under risk. In practicing business statistics, we search for an insight, not the solution. Our search is for the one solution that meets all business’ needs with the lowest level of risk. A business analyst can take a normal business situation and with the proper data gathering, analysis, and re-search for a solution, turns it into an opportunity.” The other key statement from the notes is, “while business statistics cannot replace the knowledge and experience of the decision maker, it is a valuable too the manager can employ to assist in the decision making process in order to reduce the inherent risk measured by, e.g., the standard deviation.”
Does Statistics Make Decisions?

No, although statistics is defined in the lecture notes as “a science of making decisions (based on some numerical and measurable scales) by searching, and re-searching for a solution.” Statistics really provides decisions makers and/or key stakeholders the ability of making decisions with data with a certain degree of confidence but statistics does not make the final decision as a the final decision is made of a human decision maker as explained in the above paragraph.
Why Has Statistics Become More Widely Used In The Past Decades?

The business world is growing at a rapid rate with the ease of market entry, e.g. internet along with the ‘normal’ boundaries of business being erased over time and aggressiveness, e.g., Toyota in NASCAR.  Therefore, businesses are looking for any competitive edge to succeed (service, quality, revenue, customer satisfaction, and profitability);  business statistics is rooted in a methodical process that utilizes data (internal and external) along with customer and company expectations that can be formatted and communicated to key stakeholders so decisions can be made with a certain degree of confidence.  Some of these statistical base initiatives have various names, i.e., Decision Support Systems, Business Intelligence, but the outcome is twofold, 1) make data transparent and 2) data rich / knowledge rich versus data rich / knowledge poor.
Lecture Note Questions – Page 4
1. Customer Expectation of Value / Estimate of u:

Various customer expectations depending on the customer’s responsibility 
· CEO: System Reliability = Available 99.95% (24/7)
· Operations: Rate of System Processing Success = 90% (10% defect rate approved or unapproved)
2. Customer Expectation of Quality / Estimate of Standard Deviation:
· CEO: 0.01% (99.94 – 99.96%)

· Operations: 10% (85 – 95%)

3. Comparative Analysis of Value:

· Assumption – industry maybe be moving towards 100% based on technology improvements and real-time contingency plans.
· Assumption – industry is hard to compare due to ‘golf stories’ at industry conferences and each companies ‘rules of inclusion and exclusion’ plus customers and their customers develop ‘cost saving rules’ that unknowingly contradict their expectations. Overall the industry is moving towards 95%.

Lecture Note Questions – Page 5

1. Descriptive Statistics
2. Inferential Statistics
