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Decision making- The process of developing a commitment to come course of action.
Three things noteworthy about decision making:
· It involves making a choice among several action alternatives
· It is a process
· It involves a commitment of resources
Problem-A perceived gap between an existing state and a desired state. 
Well-structured problems- A problem for which the existing state is clear, the desired state is clear and how to get from one state to the other is fairly obvious. They are repetitive, familiar, offer shortcuts—rules routines, SOPs, rules of thumb
Program- Standardized way of solving a problem.
Ill structured problem- A problem for which the existing and desired states are unclear and the method of getting to the desired state in unknown. Unique and unusual, Complex, high degree of uncertainty, arouse controversy or conflict. Programs don’t work. 
Exhibit 11.1 The rational decision making process. 
· A rational decision maker might use a model that involves a sequence of steps that are followed when making a decision.





Perfect vs. bounded rationality. 
Perfect rationality- A decision strategy that is completely informed, perfectly logical, and oriented toward economic gain. 
Bounded rationality- A decision strategy that relies on limited information and that reflects time constraints and political considerations. Herbert Simon recognized that the rational characteristics of economic person do not exist in real decision makers. Suggested that managers use rationality.
Decision making process
Step 1: Problem identification and framing
· Perceptual defense—see what we want to see and don’t see the things that are not positive to us
· Problems defined as : functional specialty(e.g. Accountant might think turnover is due to money while HR person might think turnover is due to stress), solution, symptoms 
Step 2: Information search
· Too little information
· Memory bias-tend to rely on most readily available information
· Confirmation bias-say you’re writing an article…only take into account info that confirms what you’re trying to say and disregard others that do not confirm
· Too much information 
· Overload
Step 3,4,and 5:Alternative development, evaluation, and choice
· Satisfices
· Chooses the one that exceeds an adequate level of value
· Framing is important
Step 6: Solution and implementation
· More difficult because implementation depends on others
· All problems cannot predicted
Step 7: Solution evaluation
Subject to:
· Justification 
· Escalation of commitment: Devoting more resources to a failing course of action
· Faulty hindsight
· “knew it all along” effect: everything n hindsight is 20/20
Framing- Aspects of the presentation of information about a problem that are assumed by decision makers.
Cognitive biases- tendencies to acquire and process information in an error-prone way. 
Confirmation bias- the tendency to seek out information that conforms to one’s own definition or solution to a problem. 
Information overload- The reception of more information than is necessary to make effective decisions.
Maximization- The choice of the decision alternative with the greatest expected value.
Anchoring affect- The inadequate adjustment of subsequent estimates from an initial estimate that serves as an anchor. 
Satisficing- Establishing an adequate level of acceptability for a solution to a problem and then screening solutions until one that exceeds this level is found. 
Sunk costs- Permanent losses of resources incurred as the result of a decision. 
Escalation of commitment- The tendency to invest additional resources in an apparently failing course of action 
Hindsight- The tendency to review the decision making process to find out what was done right or wrong
How emotion and mood affect decision making
· People in positive mood tend to remember positive info. Vice versa for negative.
· People in + mood tend to evaluate objects, people, and events more positively. Vice versa for negative,
· People in a good mood tend to overest the likelihood that good events will occur and underest the occurrence of bad events. People in bad moods do opposite. 
· Ppl in good mood adopt simplified, short cut decision making strategies, more likely violating the rational mode. People in a negative mood are prone to approach decisions in a more deliberate, systematic, detailed way.
· Positive mood promotes more creative, systematic, decision making. 
Group decision making
Why use groups?
· Decision quality
· Decision acceptance and commitment
· Diffusion of responsibility-The ability of group members to share the burden of the negative consequences of a poor decision. 
Disadvantages of group decision making
· Time
· Conflict
· Domination
· Groupthink- The capacity for group pressure to damage the mental efficiency reality testing, and moral judgement of decision making groups. 
Groupthink symptoms:
· Illusion of invulnerability- Members are overconfident and willing to assume great risks. They ignore obvious danger signals. 
· Rationalization- Problems and counterarguments that members cannot ignore are “rationalized away”. Logical but improbable excuses are given.
· Illusion of morality-The decision of the group adopts are not only perceived as sensible, they're also perceived as morally correct
· Stereotypes of outsiders-the group constructs unfavourable stereotypes of those outside the group who are the targets of their decisions. 
· Pressure for conformity-Members pressure each other to fall in line and conform with the group’s views.
· Self-censorship-Members convince themselves to avoid voicing opinions contrary to the group. 
· Illusion of unanimity- Members perceive that unanimous support exits for their chosen course of action.
· Minguards-some group’s members may adopt the role of “protecting” the group from info that goes against its decisions. 
How do groups handle risk?
Risky shift- The tendency for groups to make riskier decisions than the average risk initially advocated by their individual members.
Conservative shift-the tendency for groups to make less risky decisions than the average risk initially advocated by their individual members. 
Why do risky and conservative shifts occur when groups make decisions?
· Group discussion generates ideas and arguments that individual members have not considered before. This info naturally favors the members; initial tendency toward risk or toward conservatism. Since discussion provides “more” and “better” reasons for the initial tendency, the tendency ends up being exaggerated.
· Group members try to present themselves as basically similar to other members but “even better”. Thus they try to one-up others in discussion by adopting a slightly more extreme version of the group’s initial stance.
Improving Decision making in Organizations
· Training discussion leaders
· Stimulating and managing controversy
· Devil’s advocate: A person appointed to identify and challenge the weaknesses of a proposed plan or strategy.
· Traditional and electronic brainstorming
· Brainstorming- An attempt to increase the # of creative solution alternatives to problems by focusing on idea generation rather than evaluation. 
· Electronic Brainstorming- The use of computer mediated technology to improve traditional brainstorming practices
· Nominal group technique-A structured group decision-making technique in which ideas are generated without group interaction and then systematically evaluated by the group.
· The Delphi Technique- a method of pooling a large # of expert judgements by using a series of increasingly refined questionnaires. 

