
Someday soon, say predictive
analytics experts, it will be possible
for companies to know our tastes
and predict our habits better than
we know ourselves.

Charles Duhigg

Defining Business Analytics

What exactly is Business Analytics? The business part is easy, it means a
commercial operation or a company. Business is often associated with en-
trepreneurship and management.

Analytics is a little harder—it is the systematic computational analysis of
data. So, simply put, number crunching. Figure 1.1 shows how the word
analytics has exploded in use, according to Google’s Ngram Viewer.

Figure 1.1: Use of the word analytics in a large corpus of books over time.
Source: https://books.google.com/ngrams

Before this century, it was not often used, but now analytics is applied to
many different fields, such as marketing analytics or baseball analytics. The
word analytics is shorthand to indicate the use of quantitative or statistical
methods to study something.
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Putting the two words together, Business Analytics is the study of busi-
ness with a special emphasis on numbers, data, and quantitative
information.

More succinctly, Business Analytics is all about this question:

“What do the numbers say?”

The answer to this question can be approached in three different ways:

1. Process

2. Explain

3. Decide

1. Process: Decode and analyze data to extract information. Most people do
this constantly without even realizing it. For example, when reading a menu
at a restaurant, the numbers tell you the prices of different dishes and you
can add items together to estimate the total cost of your meal. You would,
however, be unlikely to figure out how much revenue the restaurant made
from each item if you were handed a stack of receipts for an entire year! A
business analyst has specific knowledge of a variety of quantitative methods
and skills to crunch the numbers and tell us what the numbers say.

2. Explain: Communicate to others what the data show such as with data
visualization. This time, we focus on interpretation of the data and present-
ing it in a way that others can understand. Our role is not that of a CEO
(chief executive officer), but a CIO (chief information officer). Others will
use how we present what the numbers say to make informed decisions.

3. Decide: Make a decision about what to do based on what the numbers
say. A business analyst creates models and runs simulations to determine
a best option or choice from a variety of alternatives. This is data-driven
decision-making. The question becomes “What do the numbers say to do?”

PED, process, explain, and decide, is what business analysts do. They are
comfortable using a variety of technologies and think with numbers. Busi-
ness analysts are not mathematicians and they do not necessarily develop
software or algorithms, instead, they apply tools and methods to answer
business-related questions.
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Another way to think about Business Analytics is by comparing literacy and
numeracy. To be literate means you can read and write. It is a continuum,
knowing more words increases your literacy. Numeracy is the ability to work
with numbers and the mastery of mathematical tools. Business Analytics
is built on numeracy—we process, explain, and decide with numbers as a
foundation and guide.

Business Analytics is an interdisciplinary area of study that borrows from
Mathematics, Statistics, Computer Science, Finance, Economics, and any-
where else that emphasizes quantitative analysis in the study of business.
The borders of Business Analytics are not well-defined and the field easily
blends into other areas, such as Data Science (which is more aligned with
Computer Science). It can be difficult to pin down exactly what falls under
the broad umbrella of this exciting new area since it accepts input from any
source.

A critical, underappreciated aspect of Business Analytics is ethics. Just
because you can do something does not mean you should—no matter how
technically sophisticated and impressive. Or, put another way, what the
numbers say to do may be the wrong thing to do because it is unethical or
immoral. This is worth remembering.

Getting Ready

This book is a manual for actively working with and manipulating content
in Excel. There are, however, many versions of Excel—which one is needed?

Use Windows (not Mac) desktop (not browser) Excel.

The best solution for Mac users is to emulate Windows with software such as
Parallels or Boot Camp. For students at an educational institution, access-
ing a Windows machine from a server (see, for example, VMWare’s Horizon
software) is an easy solution for Mac users. Students at my university can
login at desktops.depauw.edu from a Mac, Chromebook, or tablet (anything
that has a browser) to access a Windows machine with desktop Excel (and
other Office applications).

Online versions of Excel do not support Visual Basic and other advanced
features. Thus, you cannot get full functionality using Excel within a web
browser. Do not use Excel in a browser to do the work in this book.
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In addition to Windows desktop Excel, you need your brain. This book pre-
sumes that you have seen a spreadsheet before. You can open Excel and
write a formula that adds cells together. As you will see, however, Excel is
much more than a simple adding machine. You will learn how to use Excel
in much more advanced ways. In addition to analyzing data and learning
many new Excel functions, you will learn how to use special Excel files called
add-ins that solve optimization problems and run simulations.

The most important thing you can do as you read this book is experiment.
You might find yourself wondering, “What would happen if this cell was 10
instead of 1?” Do not just wonder, change the cell and see what happens!
There is deep neuroscience at work here. When you are in control and mak-
ing up your own questions, you learn best. The beauty of this approach is
that everything is alive and you can make points move and lines shift. Take
full advantage. Be engaged.

Finally, if something is not working the way you expect, there are many
possible causes. It is always a good idea to close Excel completely and reopen
it. Even if this does not fix the problem, slowly repeating the steps will help
you debug or describe what is happening.
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The epigraph is from the chapter on Target in Charles Duhigg’s The Power
of Habit . Duhigg tells the story of how Target was one of the first retailers
to monetize customer data. Target’s success is also an early cautionary tale
as it faced intense backlash when its customers learned that Target somehow
knew before family members that someone in the house was pregnant.
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