
Decision Making – Chapter 8

Decision: Making a choice from two or more alternatives
· Make(do)/buy a product or service
· In house/outsource/global source a job
· Raise/status quo/lower college entry market

The decision-making process:
· Decision-making process: A set of eight steps that includes identifying a problem, selecting an alternative, and evaluating the decision’s effectiveness

Steps in a DM process:
Step 1: Identify a problem
· Problem – a discrepancy between an existing and a desired state of affairs
· Every decision starts with a problem
· Managers have to be cautious not to confuse problems with symptoms of a problem 
· Is a 5% drop in sales a problem?
· Or merely a symptom of poor-quality products, high prices, or bad advertising?
· Effectively identifying problems is important but not easy
· Have to identify the real problem 
· Do not solve the wrong problem 

Step 2: Identify Decision Criteria
· Once a manger had identified a problem, he or she must identify the decision criteria relevant to resolving the problem
· Decision criteria – criteria that define what is relevant in making a decision 
· Every decision maker has criteria guiding his or her decisions even if they’re not explicitly stated 
· Buying a laptop

Step 3: Allocate Weights to Criteria
· If the relevant criteria aren’t equally important, the decision maker must weigh the items in order to give them the correct priority in the decision
· How? A simple way 
· 

Step 4: Develop Alternatives 
· The decision maker lists viable alternatives that could resolve the problem
· The decision maker needs to be creative and the alternatives are only listed – not evaluated 
· A sales manager identifies six laptops as a possible choice

Step 5: Analyze Alternatives
· Once alternatives have been identified, a decision maker must evaluate each one
· How?
· By using the criteria established in step 2
· When you multiply each alternative by the assigned weight, you get the weighted alternatives
· The total score for each alternative is the sum of its weighted criteria
· Sometimes a decision maker might be able to skip this step
· If one alternative scores highest on every criteria 
· Or if the weights are all equal

Step 6: Select an alternative 
· Choose the best alternative or the one that generated the highest total in step 5
· Occasionally, the alternative that looks best according to the number may not feel like the best solution. (your intuition might suggest some other alternative)
· Often the reason might be:
· The individual did not give the correct weight to one or more criteria 
· If the decision maker finds that the “best alternative” does not seem like the right alternative, she/he needs to decide if a review of the criteria is necessary before implementing the alternative 

Step 7:
· Implementation is concerned with putting the decision into action 
· Convey the decision to those affected by it and get their commitment to it 
· Managers often fail to get buy-in from those around them before making the decision, even through successful implementation require participation
· If the people who must carry out a decision participate in the process
· They’re more likely to support it rather than be told what to do

Step 8: Evaluate Decision Effectiveness
· The last step in the decision-making process involves evaluating the result of the decision to see if the problem was resolved 
· If the problem stills exist, the manager needs to assess what went wrong
· Was the problem incorrectly defined?
· Were errors made when evaluating alternatives?
· Was the right alternative selected but poorly implemented?
· The answer might lead you to redo an earlier step or might even require starting the whole process over  

The manger as Decision maker:
· Managerial decision making is done at all levels of an organization and can be:
· Routine and recurring events (e.g. College admission) 
· One-time non-recurring events (e.g. make/buy decision)

Decisions in the management Functions:
Planning:
· What are the organization long-term objectives?
· What strategies will be best achieve those objectives?
What should the organizations short-term objectives be?
· How difficult should individual’s goals be?
Organizing:
· How many employees should I have report directly to me?
· How much centralization should there be in the organization?
· How should jobs be designed?
When should the organization implement a different structure?
Leading:
· How do I handle employees who appear to be low in motivation?
· What is the most effective leadership style in a given situation?
· How will a specific change affect worker productivity?
· When is the right time to stimulate conflict?
Controlling:
· What activities in the organization need to be controlled?
· How should those activates be controlled?
· When is a performance 

Decisions in the management Functions:
· Most decision making is routine
· Mangers make dozens of routine decisions everyday
· Which employee will work what shift next week
· What information shoukd be included in a report 
· Hoe to resolve a customers complaint 

· The 8-step decision-making process we describe suggests that individuals make rational, carefully scripted decisions 
· Is this the best way to describe the decision making situation and the person who makes the decision?
· Let’s look at four perspectives on how managers make decisions

Making decisions: Rationally 
· Dm process model implies that individuals engage in rational decisions making 
· People make consistent, value maximizing choices within specified constraints 
· What are the underlying assumptions of rationally, and how valid are those assumptions
· Assumptions of reality:
· These assumptions apply to ant decision
· However, for managerial we need to add one additional assumptions 
· These assumptions of rationality aren’t very realistic 
· Managers don’t always act rationally 

Making decisions: Bounded Rationality
· A more realistic approach to describing how managers make decisions is the concept of bounded rationally 
· Managers make decisions 


· Their decision making is also likely influenced by:
· The organization’s culture 
· Internal politics 
· Power considerations 
· A phenomenon called escalation of commitment (def)  
· Escalation of 

Making decisions: The role of Intuition
· What is intuitive decision making?
· It’s making decisions on the basis of experience, feelings, and accumulated judgment
· Researchers identified five different aspects of intuition 
· Making a decision on intuition or “gut feeling” does not necessarily happen independently of rational analysis.
· Rather, the two complement each other 
· 
· (finish slide)

Making Decisions: The Role of Evidence-Based Management
· Evidence based management (EBMgt), the “systematic use of the best available evidence to improve management practice”
· The four essential elements of EBMgt are:
· The decision maker’s expertise and judgment;
· External evidence that’s been evaluated by the decision mawer 

Types of Decisions and Decision-Making Conditions: 
Types of decisions
· Structured problems: problems that are straightforward, familiar, and easily defined 
· Programmed decisions: repetitive decisions that can be handled by a routine approach
· A manager relies on one of three types of programmed decisions: procedure, rule or policy
· [bookmark: _GoBack]Proceduree
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