Chapter 13 (Information and Decision Making)

What is useful information?

Data – are raw facts and observations

Information – is data made useful for decision-making

(Information that is truly useful meets this criteria)

Timely
High Quality
Complete
Relevant
Understandable



Analytics – involves systematic gathering and processing of data to make informed decisions

Example (1) Aeroplan runs into turbulence




(2) Hewlett-Packard hits the delete key






Information Systems and Business Intelligence

Information technology – helps us acquire, store, and process information




Business intelligence – taps information systems to extract and report data in organized ways that are helpful in decision makers





Information needs in Organizations

Figure 13.1 – Internal and external information needs in organizations



















How Information Technology is Changing Organizations

Management Information Systems (MIS) – use IT to collect, organize, and distribute data for use in decision-making

Figure 13.3 – Information technology is breaking barriers and changing organizations


















Managers as Information Processors

Planning advantages of IT – better and more timely access to useful information, involving more people in the planning process

Organizing advantages of IT – more ongoing and informed communication among all parts, improving coordination and integration

Leading advantages of IT – more frequent and better communication with staff and diverse stakeholders, keeping objectives clear

Controlling advantages of IT – more immediate measures of performance results, allowing real time solutions to problems

Figure 13.4 – The manager as an information-processing nerve centre in the management process
























Managers as Problem Solvers

Problem Solving – involves identifying and taking action to resolve problems

Decision – is a choice among possible alternative courses of action

Performance deficiency – actual performance is less than desired result
Systematic and Intuitive Thinking

Systematic Thinking – approaches problems in a rational and analytical fashion 




Intuitive Thinking – approaches problems in a flexible and spontaneous fashion







Multidimensional Thinking 

· Ability to address many problems at once

Strategic opportunism – focuses on long-term objectives while being flexible in dealing with short-term problems and opportunities in a timely manner


Cognitive Styles

Figure 13.6 – Cognitive Styles in Decision-Making




















Types of Managerial Decisions

Structured Problems – are straightforward and clear with respect to information needs

Programmed Decision – applies a solution from past experience to a routine problem



Unstructured Problems – have ambiguities and information deficiencies

Non-programmed decisions – applies a specific solution crafted for a unique problem



Crisis 

Crisis – an unexpected problem that can lead to disaster if not resolved quickly and appropriately









Crisis Management – preparation for the management of crises that threaten an organizations health and well-being






Figure 13.7 – Three environments for managerial decision making and problem solving 










Decision Conditions

Certain Environment – offers complete information on possible action alternatives and their consequences

Risk Environment – lacks complete information but offers probabilities of the likely outcomes for possible action alternatives

Uncertain Environment – lacks so much information that it is difficult to assign probabilities to the likely outcomes of alternatives



The Decision Making Process

· Begins with identification of a problem and ends with evaluation of implemented solutions

1. Identify and define the problem
2. Generate and evaluate alternative solutions
3. Choose a preferred course of action and conduct the ethics double check
4. Implement the decision
5. Evaluate results























Issue in Managerial Decision-Making

Heuristics – are strategies for simplifying decision-making



Decision Errors and Traps

Availability heuristic – bases a decision on recent information or events


Representativeness heuristic – bases a decision based on past precedents


Anchoring and adjustment heuristic – bases a decision on incremental adjustments from a prior decision point



Framing error – occurs when trying to solve a problem in the context in which it is perceived


Confirmation error – occurs when focusing on information that confirms a decision already made


Escalating commitment – is the continuation of a course of action even though it I not working




Creativity in Decision Making

Design thinking – unlocks creativity in decision making through a process of experiencing, ideation, and prototyping



Creativity – is the generation of a novel idea or unique approach that solves a problem or crafts an opportunity
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