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Role	of	statistics	in	decision	making	pdf

By:	Wendel	Clark	Updated	on	26	September	2017	The	decision-making	process	is	important	for	enterprises.	Unfortunately,	people	are	not	always	naturally	prone	to	making	the	best	decisions.	Fortunately,	management	science	serves	the	role	of	helping	people	make	more	informed	and	logical	decisions.	One	of	the	roles	of	management	science	in
decision-making	is	to	subdue	human	emotion.	Human	emotion	can	enter	the	way	of	making	decisions.	For	example,	a	person	may	be	emotionally	attached	to	a	project	that	logically	will	not	be	profitable;	science	management	tools	can	be	used	to	identify	the	rational	decision,	which	is	to	abandon	the	project.	Often,	a	decision	will	involve	a	complex	web
of	causes	and	effects.	The	human	brain	simply	cannot	handle	so	much	data.	Management	science	offers	methods	to	organize	this	data	so	that	it	can	be	easily	interpreted.	Human	beings	are	naturally	prone	to	prejudice.	Often,	people	are	not	even	aware	of	these	prejudices.	The	biases	can	be	very	simple,	as	a	subjective	preference	for	yellow	color
rather	than	blue	color.	Management	science	removes	human	prejudice	from	decision-making.	If	you	run	a	company,	you	have	to	make	decisions.	Detailed	decisions,	large-scale	decisions,	easy	decisions,	difficult	decisions.	Even	being	undecided	is	a	decision,	a	refusal	to	act.	The	importance	of	decision-making	in	business	is	that	good	and	well-
restrained	decisions	lead	your	company	towards	success.	Bad	judgment	can	sink.	Each	company	has	its	own	decision-making	process.	The	process	is	partly	shaped	by	the	environment:	Macrocontext.	This	is	the	big	picture	stuff,	like	what	laws	or	regulations	require.	If	the	law	says	that	a	decision	must	be	taken	by	the	board	of	directors,	that's	howbe.
Mesocontext.	What	is	the	culture	of	the	organization?	Some	companies	want	employee	feedback	for	decisions	that	concern	them.	In	other	organizations,	superior	management	lowers	its	decision	from	high.	Microcontext.	This	is	the	immediate	immediate	immediateThe	decision-making	process	changes	depending	on	whether	you	are	in	a	meeting	with
investors,	employees	or	customers,	for	example.	The	first	step	in	making	a	decision	is	to	recognize	that	a	decision	must	be	taken.	Companies	often	do	not	start	decision-making	until	a	problem	develops.	Working	proactively	to	identify	potential	problems	before	time	can	allow	you	to	test	them.	Once	you	identify	the	problem,	you	can	slip	in	and	out	of
different	decisional	roles	as	you	work	on	it.	Information	collection.	What	exactly	is	the	problem	and	how	bad	is	it?	Employees,	customers	and	experts	can	have	their	own	personal	interests	to	protect,	so	be	careful	about	how	they	can	filter	the	information	they	give	you.	List	possible	solutions.	Identify	which	options	look	better,	which	options	are
acceptable	and	which	you	do	not	want.	This	can	be	influenced	by	the	context:	some	solutions	will	be	out	of	line	because	of	the	regulations,	others	because	they	go	against	the	mesocontext	of	your	office	culture.	Identify	the	potential	effects	of	the	problem	and	solutions.	For	example,	removing	a	bullying	supervisor	can	cost	his	knowledge	and	skills,	but
it	will	also	increase	the	morale	of	employees.	Peasing	the	facts.	Which	options	produce	the	best	results?	Which	is	more	likely	to	work?	Make	a	plan.	Once	you	know	the	best	option	you	have	to	find	the	right	path	to	get	there.	Throw!	For	a	simple	decision,	like	where	the	team	goes	to	lunch,	a	quick	demonstration	of	hands	can	be	everything	you	need.
Decisions	with	greater	potential	impact	require	better	decision-making.	If	you	are	not	sure	how	to	weigh	your	options,	there	are	several	systems	that	you	might	consider.	Decision	tree.	List	each	option	as	a	branch	of	the	tree.	Then	have	the	options	branch	into	the	possible	results.	Then	analyze	them.of	decision.	The	matrix	shows	the	list	of	options	and
how	they	interact	with	the	various	factors	in	play.	Marking	the	different	possibilities,	you	go	out	with	the	best	choice.	Better.analysis.	How	much	are	the	different	alternatives?	How	much	will	it	choose	to	increase	your	bottom	line	later?	Vote.	Although	you	do	not	want	to	choose	the	winning	decision	by	majority	vote,	you	can	delete	some	of	the	options
by	asking	team	members	for	a	vote.	DACI	decision-making	model.	This	divides	decision-making	roles	between	the	Driver	collecting	information;	the	Approver	making	the	final	call;	Contributors	who	weigh	but	do	not	vote;	and	inform	all	those	who	need	to	know	the	result.	The	decision-making	tools	such	as	DACI	and	cost-benefit	analysis	are	strongly
based	on	data,	statistics	and	number-crunching.	If	data	or	experts	say	one	thing	and	your	gut	instincts	say	another,	sometimes	it's	smart	to	trust	your	instincts.	If	your	instinct	tells	you	that	the	decision	you	are	contemplating	is	a	bad	one,	it	could	be	just	nerves	or	exit	your	comfort	zone.	It	may	also	be	your	unconscious	has	noticed	a	problem	that
otherwise	you	are	ignoring,	for	example,	that	your	consultant	is	not	as	competent	as	they	pretend.	In	weighing	the	instinct	against	analysis,	it	helps	to	get	an	external	opinion.	If	you	have	a	consultant	you	can	turn	to	those	who	have	no	skin	in	the	game,	you	can	get	an	objective	opinion	if	your	instinct	is	on	the	track	or	you	worry	about	nothing.	With
any	important	decision,	it	is	possible	that	the	decision-making	will	take	you	to	a	bad	place.	There	are	more	common	ways	that	the	process	can	fail:	Squeezing	to	make	a	decision	too	fast.	Even	if	you	are	under	pressure,	it	is	more	important	to	be	just	than	fast.	Procrastinate	to	make	the	call.	It	is	always	trying	to	wait	until	you	have	collected	more
information	or	consulted	more	people.	After	a	certain	point,	however,	it	is	counterproductive.	Smothering	yourself	with	so	much	information	you	can't	see	what's	important.	To	misuse	the	real	problem.	Be	vague	about	what	you	wantIgnoring	your	instincts.	Too	much	trial.	It's	okay	to	do	small	things.	Things.quickly,	without	processing	a	matrix	or
doing	a	statistical	analysis.	Decide	on	the	basis	of	the	result	you	like	most	—	the	lowest	risk,	the	best	returns	—	without	thinking	about	what	result	is	most	likely.	Members	of	your	team	have	doubts	about	the	decision,	but	remain	calm	rather	than	challenge	your	consent.	This	can	lead	to	situations	where	the	decision	of	the	group	is	something	that
none	of	the	individuals	actually	support.	The	team	knows	what	you	want,	so	I	agree	because	they're	afraid	of	your	reaction	otherwise.	Practical	problems	can	also	hinder	decision-making.	Lack	of	time,	limited	information,	personal	distractions	and	disagreement	on	goals	can	all	interfere	with	the	functions	of	decision-making.	Sometimes	people
involved	are	really	bad	in	making	decisions.	Given	the	importance	of	decision-making	in	business,	it	is	a	skill	you	need	to	develop.	If	you're	not	satisfied	with	how	well	you	and	your	team	are	playing	your	decision-making	roles,	take	steps	to	improve.	Keep	meetings	organized.	Gathering	all	formally	for	a	clear	discussion	with	a	agenda	can	go	long	to
improve	decision-making.	It's	also	a	way	to	make	everyone	important,	like	the	driver,	approval	and	DACI	staff,	along	with	at	the	same	time.	Use	logic.	Even	if	you	trust	your	instinct,	it	is	important	to	think	through	your	decisions	and	what	their	impact	will	be.	This	will	make	it	easier	to	convince	your	stakeholders	that	your	instinct	is	right.	Brainstorm,
writing	every	possible	option	you	can	think	of.	Many	of	them	will	not	be	very	good,	but	you	can	also	present	ideas	that	you	normally	do	not	think.	After	making	the	decision,	assess	the	performance	and	team.	You	handled	the	process,	how	could	you?	Is	the	process	what	you	want	it	to	be	or	needs	to	be	cured?	Does	the	process	work	as	you	think?	For
example,	you	canto	let	everyone	offer	opinions	when	you	actually	dominate	the	discussion.	I	did.process	produce	a	satisfactory	result?	Otherwise,	understand	if	the	problem	was	unreasonable	optimism,	lack	of	information,	a	rush	of	judgment	or	that	you	were	in	a	bad	position	without	good	result.	Whatever	your	problem	is,	you	work	to	solve	them	the
next	time	you	have	to	make	a	decision.	Statistical	research	provides	managers	with	the	information	necessary	to	make	informed	decisions	under	uncertain	circumstances.	When	managers	analyze	statistical	research	in	business,	they	determine	how	to	proceed	in	areas	including	verification,	financial	analysis	and	marketing	research.	Statistics	are	just
one	of	the	important	fields	of	study	in	an	online	BBA	program.	Future	business	professionals	must	recognize	the	importance	of	statistics	in	creating	accurate	forecasts.	Companies	that	rely	on	analytics	can	be	more	effective	when	working	with	the	right	statistics.	Statistical	research	in	business	manager	allows	you	to	analyze	past	performance,	predict
future	business	practices	and	leading	organizations	effectively.	Statistics	can	describe	markets,	inform	advertising,	set	prices	and	respond	to	changes	in	consumer	demand.	Descriptive	analysis	look	at	what	happened	and	helps	explain	why.	Using	historical	data,	managers	can	analyze	past	successes	and	failures.	It	is	also	called	“cause	analysis	and
effect”.	Some	common	descriptive	analysis	applications	include	sales,	marketing,	finance	and	operations.	Predictive	analysis	uses	a	variety	of	statistical	techniques	(such	as	modeling	and	data	extraction)	to	predict	future	probability	and	trends	based	on	historical	data.	This	goes	beyond	reporting	what	happened	to	create	the	best	estimates	for	what
will	happen.	Some	common	predictive	analysis	applications	include	fraud	detection	and	security,	risk	assessment,and	operations.	The	prescriptive	analysis	is	the	phase	of	determining	the	best	course	of	action	in	a	given	business	situation.	This	includes	knowing	what	can	happen,	because	it	can	happen,	and	how	to	navigate	it.	Constantly
Constantlyinformation	changes	prescribed	analysis,	allowing	managers	to	maintain	action	plans	for	their	organizations	in	real	time.	Those	who	use	statistical	research	in	the	business	must	know	how	statistics	are	calculated,	including	how	the	medium,	median	and	mode	work	together	to	create	meaning	from	a	set	of	numbers.	The	medium	is	an
average	of	a	set	of	numbers,	the	median	is	the	average	number	within	a	set	of	numbers	and	the	mode	is	the	most	common	number	in	a	set.	Successful	managers	understand	that	these	concepts	work	in	concert	to	create	a	precise	picture	of	the	condition	of	a	company.	According	to	Six	Sigma	Online,	managers	should	be	prepared	when	using	statistical
research	in	the	business	to	explain	research	to	other	stakeholders	and	ensure	for	its	authenticity.	It	is	important	to	know	the	source	of	data	and	ask	questions	how	What	does	this	research	represent,	and	why	was	it	generated?	Is	the	person	who	compiled	this	data	able	to	do	so,	and	were	they	impartial?	Students	who	enroll	in	an	online	BBA	program
will	study	statistics	(perhaps	in	a	business	analysis	course	in	the	main	curriculum)	and	learn	how	they	can	use	data	in	decision	making.	Computer	software	makes	analysis	very	accessible.	Desktop	tools	can	help	create	reports,	charts	and	graphs	to	visually	represent	information,	which	helps	communicate	its	meaning.	Business	professionals	must
master	all	the	tools	at	their	disposal,	including	statistical	research	in	the	business,	in	order	to	help	their	organizations	succeed.	Learn	more	about	Lamar	University's	online	BBA	program.	Sources:	theglobal	competitive	business	arena	in	the	21st	century,	the	few	business	graduates	stand	out	from	a	strengthened	decision	based	on	statistics.	Statistics
are	useful	when	applied	to	improve	decision-making.	The	production	of	statistics	is	no	longer	limited	to	quantitative	analysis	and	market	research	divisions	in	enterprises.	Managers	in	each	of	the	functional	areas	of	business	usage	statistics	daily	to	improve	decision-making.	Excel	and	other	statistical	software	live	in	our	laptops,	providing	immediate
access	to	statistical	tools	that	can	be	used	to	improve	decision	making.	Competitive	advantage	decision	alternative	performance	driver	These	keywords	were	added	by	the	machine	and	not	by	the	authors.	This	process	is	experimental	and	key	words	can	be	updated	as	the	learning	algorithm	improves.	This	is	a	preview	of	the	content	of	the	subscription,
sign	in	to	check	the	access.	You	cannot	view	the	preview.	PDF.©	Springer	Science+Business	Media,	LLC	2009	Effective	decision-making	is	essential	for	the	success	of	any	company	or	organization.	Unfortunately,	the	opposite	is	also	true:	the	failure	to	achieve	a	culture	that	favors	an	effective	and	evidence-based	decision-making	can	be	crippled.	As
one	of	the	fastest	growing	jobs,	the	demand	for	statistical	experts	continues	to	grow	while	businesses	try	to	improve	their	strategy.	This	growth	is	reflected	in	more	traditional	statistical	occupations	as	well	as	in	emerging	fields.	A	recent	study	by	Laurence	Goasduff	published	in	Smarter	With	Gartner	found	that	by	2023,	“more	than	33%	of	the	big
organizations	will	have	analysts	practicing	the	intelligence	of	decisions,	including	modeling	decisions,”	attempts	to	succeed	only	with	the	contributions	of	theThis	was	not	always	the	case.	the	risks	of	not	understanding	why	statistics	are	important	in	decision-making	are	real	and	well	documented.	underestimation	of	the	importance	of	statistics	in
decision-makingsuccess	can	be	found	when	leaders	follow	their	instincts	and	rely	on	intuition	to	make	key	decisions.	This	often	leads	to	excessive	confidence	in	the	trial-free	decision-making	process	that	cannot	serve	a	business	good	in	the	face	of	new	opportunities	and	challenges.	“This	is	how	we	have	always	done”	The	entry	into	the	family	mentality
and	mode	of	operation	is	natural.	Most	human	beings	are	connected	to	what	is	familiar,	especially	when	the	family	worked	well	in	the	past.	This	trend	can	become	an	obstacle	to	growth,	and	also	survival,	when	the	comfort	of	familiarity	exceeds	the	desire	to	adjust	and	change	according	to	the	available	data.	Intuition	restrictions	and	making	decisions
from	“Gut	Feel”	Daniel	Kahneman	is	a	Nobel	Prize	winner	in	Economics	for	his	work	on	human	judgment	and	decision-making.	He	concluded	that	human	beings	essentially	make	decisions	in	two	ways:	a	fast,	intuitive	method,	and	a	slower	method,	reasoning	and	testing-based	method,	Kahneman's	research	insists	that	the	first	method,	while	more
comfortable	and	often	faster,	is	also	more	prone	to	error.	The	second	method,	which	may	take	longer,	is	generally	more	reliable	because	it	depends	on	the	clearest	reasoning	and	makes	room	for	evidence,	including	statistics.	Kahneman	concludes	that	both	processes	have	value,	but	that	over-respect	of	intuition	—	or	decisions	based	on	intestinal
feelings	—	invites	a	higher	risk	of	error,	strengthening	the	importance	of	statistics	in	decision-making.	The	advantages	of	understanding	why	statistics	are	an	effective	important	leadership	requires	the	will	to	learn,	grow	and,	if	necessary,	adapt	for	the	future.	This	is	particularly	true	at	a	time	when	the	available	data	is	expanding	exponentially.
Companies	and	organizations	must	be	prepared	to	collect,	analyze	andactually	statistics	related	to	their	success.	Statistics	More	than	ever	in	the	age	of	Big	Data	Accessing	and	using	statistics	is	a	critical	good	in	decision-making,	especially	at	a	time	when	more	datais	always	produced.	Corporate	and	organizational	leaders	have	the	task	of	making	a
decision	after	each	other	in	a	world	where	the	volume	of	information	to	consider	is	overwhelming.	Consider	some	of	the	data	related	data:	There	are	44	zettabytes	(44,000,000,000,000,000,000,000,000,000	bytes)	of	digital	data	travelling	on	the	internet.	90%	of	the	data	in	the	world	has	been	created	over	the	last	two	years.	Humans	around	the	world
are	adding	2.5	quintillion	bytes	of	new	data	every	day.	Collectively	we	generate	463	exabytes	of	data	by	2025.	The	overload	of	information	can	be	a	problem	for	leaders	and	executives	who	aim	to	make	more	informed	and	evidence-based	decisions.	This	emphasizes	the	importance	of	statistics	in	decision-making,	as	data	accumulations	not	in	progress
have	culminated	and	converted	into	usable	information	and	feasible	steps.	Making	the	sense	of	the	mountains	of	statistical	data	analysis	allows	a	company	or	organization	to	collect	and	understand	data	segments	in	order	to	identify	models	and	other	realities	relevant	to	past	and	future	success.	Leaders	can	then	use	this	analysis	in	several	useful	ways,
including:	Evaluating	the	performance	of	the	staff	and	determining	the	paths	to	improve	Identifying	models	in	consumer	preference	and	behavior	Product	performance	prediction	based	on	past	performance	and	emerging	trends	Check	the	efficiency	of	the	various	processes	Evaluate	geographical	realities	within	sales	or	other	processes	Collect	data
and	perform	statistical	analysis	provides	companies	and	organizations	with	the	type	of	evidence	that	helps	to	feed	better	decisions.	As	statistics	can	reveal	the	future	One	of	the	most	dramatic	statistical	reasons	is	important	in	decision	making	is	that	it	can	help	us	see	the	future.	Although	all	forecast	efforts	are	subject	tolimits,	predictive	analysis	has
shown	to	be	a	useful	way	for	decision	makers	to	arrive	at	truly	informed	hypotheses	about	future	events	and	trends.	use	of	current	and	historical	statistics	distilled	fromdata	collection,	predictive	analysis	applies	statistical	algorithms	and	machine	learning	(or	artificial	intelligence)	to	forecast	future	trends	and	expected	results.	Simplifying	this	process
effectively,	however,	requires	statistics	that	understand	both	how	to	collect	accurate	data	and	interpret	results.	Experts	believe	that	these	emerging	opportunities	in	applied	statistics	will	serve	organizations	in	each	sector,	but	some	specific	applications	already	demonstrating	success	include:	Improvement	of	diagnostic,	treatment	and	administrative
processes	in	healthcare	Improve	understanding	and	prediction	for	marketing	and	advertising	strategies	Detailed	scientific	modelling	for	pharmaceutical	development	Demographics	and	trends	of	customers	for	retailers	Advanced	testing	and	teaching	methods	in	Applied	Statistics	Saves	—	and	Rendes	—	Money	A	clearer	understanding	of	accurate
information	positions	any	entity	to	save	money	in	its	operations	and	create	more	profit.	Companies	use	statistics	in	a	variety	of	areas	that	affect	their	bottom	line,	including:	Performance	Measurement	Forecast	conditions,	production	and	sales	Analyzing	risk	and	return	on	investments	Market	research	Statistics	Leaders	of	power	to	make	better
decisions	More	and	more	often,	successful	leaders	know	that	understanding	and	application	of	statistics	is	important	in	decision	making.	Karen	Price,	Eli	Lilly's	senior	research	advisor,	saw	firsthand	the	advantage	of	having	statists	involved	in	decisions.	Like	many	other	companies	and	organizations,	Eli	Lilly	found	that	quantitative	approaches
improve	decisions	and	increase	the	chance	of	success	in	drug	development.	One	of	the	ways	in	which	statistics	prove	priceless	is	to	help	decision	makers	avoid	trapsmunicipalities,	including:	I	would	like	to	say	that	the	Commission	is	not	in	a	position	to	take	the	view	that	the	Commission	is	not	in	a	position	to	take	the	view	that	the	Commission	is	not	in
a	position	to	take	the	view	that	it	is	in	the	interests	of	the	Member	States.The	excessive	confidence	—	believing	that	an	analysis	covers	more	than	it	really	does	The	danger	of	confirmation	is	to	keep	the	leaders	blocked	in	the	past,	based	on	past	practices	that	no	longer	lead	to	future	success.	A	trained	statistician	can	help	an	executive	identify	and
understand	the	results	of	the	analysis,	the	best	allocation	of	resources.	Statistics	can	also	help	maintain	realistic	and	measurable	goals	to	help	minimize	errors	and	waste.	Leverage	the	importance	of	statistics	in	decision	making	to	grow	your	career	Most	companies	and	managers	have	understood	why	the	use	of	statistics	is	important	in	decision-
making.	New	business	partners	2021	Big	Data	and	AI	Executive	Survey	have	revealed	that	99	percent	of	companies	surveyed	are	investing	in	data	initiatives,	and	96	percent	are	reporting	measurable	business	results.	The	applied	statistical	market	is	strong	and	stronger.	Understanding	the	importance	of	statistics	in	decision-making	is	the	first	step;
acquire	the	necessary	skills	and	first-hand	experience	is	the	next.	Those	who	have	a	master's	degree	increase	their	career	opportunities	and	gain	the	potential	as	you	build	specialized	skills	that	are	required	by	employers.	The	Master	of	Science	in	Statistics	Applied	by	Michigan	Technological	University	is	a	100%	online	program	that	focuses	on	four
key	areas:	Advanced	statistical	methods	—	Combining	techniques	tested	with	emerging	technologies	Programming	and	technology	—	Improve	familiarity	with	industry	standard	software	and	tools	such	as	R,	SAS,	S-Plus	and	Python	Real-World	Problem	Solving	—	Working	with	real	data	sets	to	overcome	common	challenges	and	drive	decision-making
Communication	and	Leadership	—	Build	professional	skills	to	present	results	with	confidence	andIt	elevates	decision-making	and	career	with	a	Master	in	Statistics	applied	by	Michigan	Tech.	Adapted	by	an	article	originally	published	in	April	2019.	2019.
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