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INTRODUCTION:- 

In business organisation 

mathematical & statistical 

information is very important. It 

provides the information to producer 

of the co. about estimation of product 

, estimation of  result , it helps in 

taking decision to choose any one 

alternative, decision related with 

investment etc. 

It is divided into five methods. 



(1) Learning curve Model. 

(2)  Application of probability to 

business decision. 

(3)  Decision Tree Analysis. 

(4)  Statistical Quality Control. 

(5)  Critical Path Analysis & PERT. 



LEARNING CURVE MODEL:- 

We often hear people saying that 

“experence is a great teacher.” 

 

What is learning curve? 
The basic concept is that the time or cost 

of performing  task decrease at a constant 

rate as cumulative output doubles. 

A mathematical (graphical) portrayal of 

decreasing rate of increase in cost of 

labour whilst experience is being gained in 

a new task is called learning curve model.  



Defination of learning curve:- 
             “ industrial analysis indicates 

that the nature of the learning 

phenomenon can be described as a 

constant percentage reduction in the 

average direct labour input required 

per unit as the cumulative output 

doubles.” 

                                   -Ravi. M. Kishor 

 



Application of Learning curve:- 
(1) Decide price. 

(2) Work schedual . 

(3) Capital Budgeting.  

(4) Motivation . 

(5) Fixation of Pay scale. 

(6) Cash budget. 

(7) Setting standard cost.  



No. of units Average 

unit/time 

Cumulative 

time used 

1 10 10 

2 8 16 

4 6.4 25.6 

8 5.12 40.96 

16 4.96 65.54 



APPLICATION OF PROBABILITY 

TO BUSINESS DECISION:- 

Every day in our life we say or hear 

phrase like , “it may rain today.” , 

“India might draw or win thr cricket 

match.” but, 

            In business the producer can’t 

ascertain the future demand of his 

product with certainly. In all the 

above cases there is involved an 

element of uncertainity or chance. 



Defination:- 
According  to dictionary meaning 

“the probability is likely though not 

certain to occure. In most of the 

phenomena menu there is involved 

an element of uncertainity or 

chance.” 

 use of probability:- 
(1) Related to establishment of 

business:- 

      - which business started? 

       



     - where the business is started? 

     - Availabile investment sources. 

     - Capital structure. 

     - Estimated return.  

 (2) Related to production:- 

     - which product should produce? 

     - make or buy decision. 

     - demaged products. 

 (3) B.E.P. related decision , P.V. ratio 

related decision.   



PRODUCT-X: 

Estimated 

Production 

Demand 

of 

Product 

Probability Profit 

2,33,000 70,000 30% 11,000 

4,00,000 80,000 20% 14,000 

4,50,000 90,000 20% 17,000 



PRODUCT-Y 

Estimated 

Production 

Demand 

of 

product 

probability profit 

1,25,000 50,000 40% 14,000 

3,00,000 60,000 20% 16,000 

7,00,000 70,000 10% 18,000 



ANSWER PRODUCT-X:- 

Demanded 

product 

Probability of 

demand * profit 

profit 

70,000 30%*11,000 3,300 

80,000 20%*14,000 2,800 

90,000 20%* 17,000 3,400 

9,500 



PRODUCT-Y:- 

Demanded 

product 

Probability of 

demand* profit  

Profit 

50,000 40%*14,000 5,600 

60,000 20%*16,000 3,200 

70,000 10%*18,000 1,800 

10,000 



DECISION TREE ANALYSIS:- 

     In tradition business there is an 

importance of experience, but 

     In morden business can’t be 

possible to take decision on the basis 

of experience.   

(1) Meaning :- 
            decision tree is a quantitative  

method of decision making. It 

makes possible to see a large 

number of decision arising out of 

the main decision. 



This method is known as decision 

tree because just as several branches 

comes out of the main trunk of a tree. 

       for example:- 

     Mayur co. ltd want to enter into a 

new market. If tyey want to enter 

than Either they establish new plant 

or they pay overtime to their 

employee. 

   - establishment expenses for new 

plant will Rs.3,00,000. 

   - overtime to employee will 

Rs.1,00,000. 



   if co. enter into new market than 

the probability of their success is 

0.60.  

     after study market research 

pointed out that  probability of 

additional sales, average salses, low 

sales, and being unsuccessful is 

respectively 0.4, 0.3, 0.2, 0.1. and 

according to this worth of net profit 

is respectively Rs.10,00,000, Rs. 

6,00,000, Rs. 2,00,000 & Rs.-5,00,000. 

     which alternative should select 

the manager? 





Emv (a) 

=[(0.4*10,00,000)+(0.3*6,00,000)+(0.2*2,

00,000)+(0.1*-5,00,000)] 

=(4,00,000+1,80,000+40,000-50,000) 

=5,70,000 

Emv (b)=5,70,000 

Emv(A)=[0.6*(5,70,000-         

3,00,000)+0.4(0)] 

=0.6*2,70,000 

=1,62,000 

Emv(C)=5,70,000-1,00,000 

=4,70,000 



STATISTICAL QUALITY CONTROL:- 

                The basic problem in any 

production process is not the 

quantum of the product but the 

quality of the product. The main task 

of the producer is to provide 

products at as possible as low price 

and good quality products and give 

customer satisfaction, earn profit by 

low price. 

 



(1) meaning:- 
           statistical quality control is 

one of the most important 

application of  the statistical 

techniques in industry. These 

techniques are based on theory of 

probability & sampling.  

            the producer is basically 

interested to see that the product 

is of acceptable quality . Like it 

conform by certain prescribed 

standard or specification.      For 

example: ISI Agmarg 



CRITICAL PATH ANALYSIS & 

PERT:- 

Network analysis is atechnique used 

for adminisration of a project which 

consist of several activities having a 

difinite inter relationship among 

them. 

             in industry & business there 

are number of projects which are 

planned & execute. All these projects 

involve huge amount of money & 

time. The technique used for the 

porpose of planning  and controlling 

of such projects are known as PERT 

& CPM. 

             



THANK YOU 


