Chapter 13 – Information and Decision Making 	

Information and knowledge — basic linkages:

· Knowledge and knowledge workers provide a decisive competitive factor in today’s economy.
· Knowledge worker
· Someone whose value to the organization rests with intellect, not physical capabilities.
· Intellectual capital
· Shared knowledge of a workforce that can be used to create wealth.

Knowledge and intellectual capital are irreplaceable organizational resources.

Data: Raw facts and observations.
Information: Data made useful for decision making.
· Information drives management functions.

Implications of IT within organizations:

· Facilitation of communication and information sharing.
· Operating with fewer middle managers.
· Flattening of organizational structures.
· Faster decision making.
· Increased coordination and control.

Implications of IT for relationships with external environment:

· Helps with customer relationship management.
· Helps organizations with supply chain management.
· Helps in monitoring outsourcing and other business contracts.

Information exchanges with the external environment:
· Gather intelligence information.
· Provide public information.
Information exchanges within the organization:
· Facilitate decision making.
· Facilitate problem solving.

Information system: Use of the latest IT to collect, organize, and distribute data for use in decision making.
Management Information System (MIS): Specifically designed to meet the information needs of managers in daily decision making.

Planning advantages:
· Better and more timely access to useful information.
· Involving more people in planning.
Organizing advantages:
· More ongoing and informed communication among all parts of the organization.
· Improved coordination and integration.
Leading advantages:
· Improved communication with staff and stakeholders.
· Keeping objectives clear.
Controlling advantages:
· More immediate measures of performance results.
· Allows real-time solutions to performance problems.

Systematic thinking: Approaches problems in a rational, step-by-step, and analytical fashion.
Intuitive thinking: Approaches problems in a flexible and spontaneous fashion.
Multidimensional thinking: Applies both intuitive and systematic thinking.
Effective multidimensional thinking: Requires skill at strategic opportunism.

Cognitive styles: 

· Sensation Thinkers emphasize the impersonal rather than the personal and take a realistic approach to problem solving.
· Intuitive Thinkers are comfortable with abstraction and tend to be idealistic. Spontaneous fashion.
· Intuitive Feelers prefer broad and global issues and are comfortable with intangibles.
· Sensation Feelers emphasize analysis and human relations and tend to be realistic and prefer facts.

Structured problems: Ones that are familiar, straightforward, and clear with respect to information needs.
Unstructured problems: Ones that are full of ambiguities and information deficiencies.

Rules for crisis management:

· Figure out what is going on.
· Remember that speed matters.
· Remember that slow counts, too.
· Respect the danger of the unfamiliar.
· Value the skeptic.
· Be ready to “fight fire with fire.”

Decision environments:

· Certain environments - Offer complete information about possible action alternatives and their outcomes.
· Risk environments - Lack complete information about action alternatives and their consequences, but offer some estimates of probabilities of outcomes for possible action alternatives.
· Uncertain environments - Information is so poor that probabilities cannot be assigned to likely outcomes of known action alternatives.

Five-step decision-making process:

· Identify and define the problem.
· Generate and evaluate possible solutions.
· Choose a preferred course of action and conduct the “ethics double check.”
· Classical decision model:
· Managers act rationally in a certain world.
· Managers face clearly defined problems and have complete knowledge of all possible alternatives and their consequences.
· Results in an optimizing decision.
· Behavioral decision model
· Managers act in terms of what they perceive about a given situation.
· Recognizes limits to human information-processing capabilities.
· Cognitive limitations.
· Bounded rationality.
· Results in a satisfying decision.
· Implement the decision.
· Evaluate results.

Heuristics to simplify decision making:

[bookmark: _GoBack]Availability heuristic
· People use information “readily available” from memory as a basis for assessing a current event or situation.
Representativeness heuristic
· People assess the likelihood of something happening based upon its similarity to a stereotyped set of occurrences.
Anchoring and adjustment heuristic
· People make decisions based on adjustments to a previously existing value or starting point.

Issues in Decision Making:

Framing Error:
· The tendency to evaluate and resolve a problem in the context in which it is perceived – either positively or negatively.
Confirmation Error:
· The tendency to focus only on information that confirms a decision already made.

Potential advantages of group decision making:

· Greater amounts of information, knowledge, and expertise are available.
· More action alternatives are considered.
· Increased understanding and acceptance of outcomes.
· Increased commitment to implement final plans.

Potential disadvantages of group decision making:

· Pressure to conform.
· Minority domination may occur.
· Decision making takes longer.
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