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1. Managing for the Future
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The Challenge
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Key Points

1. Organizations are managed for

the future not for the past.
2. The exact future cannot be predicted with
any degree of certainty.
3. Managers can only predict the range of

possible outcomes.
4. Then, can choose the one outcome that has the

greatest probability of success.
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The Path
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The Path

The ultimate managerial challenge:
which path will you put your company on?
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The Tools
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The Tools

Managers have to use the proper analytical tools to
make value creating decisions.
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Risk and Utility
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1. Individuals have their own preference for taking risks.

2. This preference will vary with the size of the gamble.

3. Risk takers: will get more utility (thrill) with large
gambles.

4. Risk avoiders: get more utility from avoiding risks.

5. Risk neutral persons derive the same level of utility
regardless of the size of the gamble.

6. Management must know the risk profile of each
employee and match their risk profiles with their job

responsibilities.
7. Bias 1s built-in any decision making because the “self” factor.
8. Variations can have assignable causes and unassignable causes.
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2. Systems Thinking
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Key Points

* An organization is a system where
individual parts are connected and depend
on each other.

An organization has to be managed as a

system, and not as a collection of
individual functional parts.
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All decisions have to consider all of these
building blocks.

Marketing

External Effectiveness

Environment

Pre-established Unique Customer

Criteria Business Model Satisfaction

Internal

Capabilities Operational

Excellence
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3. Systems Reliability
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Systems Reliability

Sr.
Mgmt.

Functional silos performance (%)

Mktg. Eng. Mfg. Sales

What grade would you give this organization?
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Systems Reliability

Sr.
Mgmt

= .59 of the potential

Quality of decisions has to be built into the managerial
process, not tested out.

Mktg. Eng. Mfg. Sales
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4. Decision Making
Imperative



Key Points

1. Consistency and reliability in managerial decision
making 1s the key prerequisite for success.

2. Bad decisions propagate and destroy value.

3. There are three key decision-making environments:
certainty, risk, and uncertainty.

4. Individual propensity to take a risk and the individual
utility will effect how decisions are made.

5. The key managerial challenge 1s the alignment of the
decisions made on the individual level with the overall
objectives of the firm.
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Sources of Bias

Attributed to “know-how” Attributed to “Self”

A T : !
. Ill)ats ) IZI)\thihAndal}/sm ) Knowledge ) Interpretation Decision and
ollection ethodolog Gained of Findings Action Taken
Process Yy

During each step of the analytics process an additional bias is introduced.
This reduces the reliability of the entire sequence.
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Same Data, Different Y-Axis

Interest Rates Interest Rates
3.154% 3.50%
3.152% 3.00%
3.150% 2.50%
3.148% 2.00%
3.146% 1.50%
3.144% 1.00%
3.142% 0.50%
3.140% 0.00%

2008 2009 2000 2011 212 2008 2009 2000 2011 212
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Misleading
Data Visualizations

Purposeful
& Selective
Bias

Common Types of

Misuse of Statistics

Flawed
Correlations
Using percentage of
change in combination
with small sample size
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GOVERNMENT SALARIES

During the 2010 - 2012 “Pay Freeze”

Federal employee salaries Private sector employee

increased from 2010-2012 an salaries increased from
average of: 2010-2012 an average of:

$3328 IN COMPARISON s1404

OVERsIGHT.House.Gov
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I, \ISLEADING STATISTICS —

CONTENT SHOULD BE USEFUL, NOT JUST PRETTY

vert.ms/Baddata
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THE TOP TAX RATE WILL SOON
SKYROCKET TO 39.6%
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4X or 4% Increase?

CONTENT SHOULD BE USEFUL, NOT JUST PRETTY ‘V‘

vert.ms/Baddata



Ethics and Statistics

There’s a misrepresentation for that

Verizons ads suggest that AT&T has no data coverage in much of the country by comparing only
ATET's newer, faster 3.2 Mbit 3G netwoark against its own 14 Mbit 3G EVDO while excluding any
mention of ATET'S slower but functional EDGE service, as well as its free WiFi access points.

A comparison of US population density explains
why AT&T hasn't focused Its 3G deployment on
Nevada and rural areas of the Mountaln Time Zone.

Actual US population map

During each step of the analytics process an additional bias is introduced.
This reduces the reliability of the entire sequence.
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