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· Define Decision
· Making a choice from two or more alternatives

· Decision Making Process
· Identifying a problem, decision criteria & allocating weights to the criteria
· Developing, analyzing & selecting an alternative that can resolve the problem

· EXHIBIT 6-1

· Step 1: Identification of a Problem
· Problem: A discrepancy between an existing and desired state of affairs.
· Characters of Problems: 
· A problem is recognized by awareness
· There is pressure to solve the problem
· The manager must have the authority, information, or resources needed to…….

· Step 2: Indentification of Decision Criteria
· Decision criteria are factors that are important (relevant) to resolving the problem:
· Often Associated with
· Costs: that will be incurred (investments required)
· Risks: likely to be encountered (chance of failure)
· Outcomes: that are desired (growth of the firm)
· Step 3: Allocation of Weights to Criteria
· Decision criteria are not of equal importance
· Asigning a weight to each item places the items in the correct priority order of their importance in the ……
· Step 4: Development of Alternatives
· …………………..
· Step 5: Analysis of Alternatives
· Appraising each alternatives strengths and weaknesses: An alternative’s appraisal is based on its ability to resolve the issues identified in steps 2 and 3.	
· Step 6: Selection of an Alternative
· Choosing the best alternative: the alternative with the highest total weight is chosen
· Step 7: Implementation 
· ….
· Step 8: Evaluation
· …..
· SLIDE 14 graphic
· Rationality: Managers make consistent, value-maximizing choices with specified constraints

· Assumptions are that decisions makers:
· Are perfectly rational, objective & logical.
· Have defined the problem and identified alternatives
· Have a clear and specific goal.
· Will select that alternative that maximizes outcomes in the organization’s interests rather than in their personal interests.
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· Bounded Rationality
· Managers make decisions rationally, but are limited (bounded0 by their ability to process information.

· Assumes decision makers: 
· Will not seek out or have knowledge of all alternatives
· Will satisfice
· Can be influenced by escalation of commitment.

· Role of Intuition
· Intuitive decision making
· Making decisions on the basis of experience, feelings, and accumulated judgment. 
· One-third of managers and other employees said they emphasized “gut feeling” over cognitive problem solving.
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· Intuition
· Subconscious Mental Processing
· Managers use data from subconscious mind to help them make decisions
· Values or ethics based decisions
· Managers make decisions based on ethical values or culture
· Experience based Decisions
· Managers make decisions based on…
· ………….

· Structured Problems:
· Have clear goals
· Are familiar
· Are easily and completely defined

· Programmed Decision:
· A repetitive decision that can be handled by a routine approach

· A Procedure:
· A series of interrelated steps to a respond to a structured problem
· A Rule: 
· An explicit statement that limits what a manager of employee can or cannot do.
· A Policy:
· A general guideline for making a decision about a structured problem.
· Unstructured Problems:
· Problems are new or unusual; information is ambiguous or incomplete
· Non-Programmed Decisions:
· Decisions are unique and nonrecurring; they require custom-made solutions
· Certainty:
· Accurate decisions possible because the outcome of every alternative is known.
· Risk: Decision maker estimates
· …………………..
· Uncertainty: Limited information prevents estimation of outcome probabilities; may force managers to rely on intuition, hunches, and gut feelings”
· Maximax: the optimistic managers chouce to maximizw the maximum payoff
· Maximin; the pessimistic managers chouce to maximize the minium payoff
· Minimax:………………
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· Dimensions of Decision—Making Styles

· Ways of thinking……………………..
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· Heuristics:

· Using “rules of thumb” to simplify decision making
· Overconfidence……..
· …………
· Selective Perception
· Selecting, organizing, and interpreting events based on the decision maker’s biased perceptions.

· Confirmation Bias:
· Seeking out information that reaffirms past choices and discounting contradictory information.
· Sunk-costs error:
· Decision makers forget tihat current choices cannot correct the past. They incorrectly fixate on past expenditures of time, money, or effort in assessing chouces rather than on future consequences
· Escalation-of-commitment error:
· An increased commitment to a previous decision despite evidence that it might have been wrong.
· Self-serving Bias:
· Decision makers take credit for their successes and blame failure on outside factors.
· Hindsight bias:
· Decision makers falsely believe that they would have accurately predicted the outcome of an event once that outcome is actually known.
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· Planning:
· Managerial function that involves:
· …………..
· Types of planning
· Informal: not written down, short-term focus; specific to an organizational unit
· Formal: written, specific…………………….
· Purposes of Planning:
· Provides directions
· Reduces uncertainty
· Minimizes waste and redundancy
· Sets the standards for controlling
· Planning and Performance
· Formal planning is associated withL
· Higher profits and returns on asses
· Other positive financial results
· The quality of planning……..
· The external environment can reduce the impact of planning on performance.
· Formal planning must be used for several years before planning begins to affect performance




· Elements of Planning
· Goals (also objectives)
· Desired outcomes for individuals, groups, or entire organizations.
· Provide direction and performance evaluation criteria
· Plans
· Documents that outline how goals are to be accomplished
· Describe how resources are to be allocated and establish activity schedules.
· Traditional Goal Setting
· Broad goals are set at the top of the organization
· Goals are then broken into sub-goals for each organizational level
· Goals are intended to direct, guide, and constrain from above
· Goals lose clarity and focus as lower-level managers attempt to interpret and define the goals for their areas of responsibility.
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· Maintaining the Hierarchy of Goals
· Means-Ends Chain:
· The integrated network of 
· goals that result from establishing a clearly defined…………….
· Management By Objectives (MBO)
· Specific performance goals are jointly determined by employees and mangers.
· Progress toward accomplishing goals is periodically reviewed.
· Rewards are allocated on the basis or progress toward the goals
· Key elements of MBO:
· Goal specificity participative decision making, an explicit performance/evaluation period, feedback.
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· Potential Problems with MBO Programs
· Not ass effective in dynamic environments that require constant resetting of goals
· Overemphasis on individual accomplishment may create problems with teamwork
· ……….
· Characteristics of Well Designed Goals
· Well-Designed Goals are:
· Written in terms of outcomes rather than actions
· Measurable and quantifiable
· Clear time frame
· Well Disgned Goals are:
· Challenging yet attainable
· Written down to remind staff
· Communicated to all necessary organizational memebers
· Review the ogranizations mission statement
· Do goals reflect the mission?
· EVALUATE AVAILABLE RESOURCES
· Are resources sufficient to accomplish the mission?
· Determine goals individually or with others
· Are goals specific, measurable, and timely?
· Steps in Goal Setting
· Write down the foals and communicate them
· Is everyone on the same page?
· Review results and wherther goals are being met
· What changes are needed in mission, resouces, or goals.
· Types of Plans
· BREADTH
· Strategic Plans
· Apply to the entire organization
· Establish the organizations overall goals
· Seek the position the organizations in terms of its environment
· Cover…..
· Operational Plans
· Specific the details of how the overall goals are to be achieved
· Cover short time period
· TIME FRAME
· Long term plans
· Time frames extending beyond three years
· Short term plans
· Time frames of one year or less
· SPECIFIC PLANS
· Specific Plans
· Clearly defined and leave no room for interpretatuoni………….
· FREQUENCY OF USE
· Single use plan
· …..
· Standing plans
· …..
· Contingency Factors in PLlanning
· Managers level…
· …..
· Degree of environmental ucertaintly….
· …..
· Length of future commitments
· …...
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· Approaches to Planning
· Establishing a formal planning department
· A group of planning specialists who help managers write organizational plans
· Planning is a function of management; it should never become the sole responsibility of planners
· Involving organizational members in the process:
· Plans are developed by members of organizational units at various levels and then coordinated with other units across the organization
· Current Issues in Planning
· Criticisms of Planning
· Planning may create rigidity
· Plans cannot be developed for dynamic environments
· Formal plans cannot replace intuition and creativity
· Planning focuses managers’ attention on today’s competition, not tomorrows survival
· Formal planning reinforces today’s success, which may lead to tomorrow’s failure.
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· Effective Planning in Dynamic Environments
· Persistence in planning eventually pays off
· Flatten the organization hierarchy to foster the development of planning skills at all organizational levels.
· Slide 75 figure
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