Principles of Management CHAPTER 7: Decision Making

Decision Making

JAN pda

Decision-making is the process of selecting a course of action from among
alternatives, it 1s a core of planning. Matters relating to all managerial
functions are settled through decisions and the company personnel execute
the decisions. A decision involves a choice; it i1s rational and means a
commitment to action 1.e. it is goal-oriented.
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7.1 DEFINITION iy el

Managerial decision-making involves an entire process of establishing the
goals, designing tasks, searching for alternatives and developing plans in
order to find the best solution to the decision problem. The elements of a
decision-making process are:
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e The decision-maker
* The decision problem
e The environment in which the decision is to be taken
* Objectives of the decision-maker
e The available alternative course of action
* The outcome expected from various alternatives
* The final choice of the alternative taken
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7.5 TECHNIQUES OF DECISION MAKING QAN adia b

In order to assist management in the field of decision-making various
theories have been developed and new techniques have been introduced.
Some of the approaches are as follows:
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Scientific management techniques: Cost control and managerial control
could be effectively exercised with the help of work measurement and
time study.
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Human relation techniques: The concept given by Elton Mayo is
concerned with the problem of motivation and leadership.
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Empirical techniques: Experiences of successful managers could provide
the key to effectiveness and success and the formulas could be deduced for
other managers to follow.
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Financial _techniques: Development of accounting methods and
procedures, cost accounting and budgetary planning has resulted in the
identification of managerial control of the company connected with
financial implications.
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Mathematical model techniques: Operations Research techniques are
based upon expressing the problems in a mathematical way to build up a
conceptual method for the given situation. Manipulation of such models
helps the managers in decision-making problems.
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Decision theory techniques: Both quantitative and qualitative aspects are
investigated in the analysis of decision problems.
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Decision support system: In this approach, the focus is on understanding
and i1mproving the manager's decision-making ability by adopting
available and suitable technology.
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7.7 EVALUATING THE ALTERNATIVE Jilaal) anill

In most planning, there are certain tangible factors to be assessed in terms
of rupees, man-hours, machine-hours, unit of output, rates of return on
investment, or some other quantitative unit, although they may carry a
wide margin of error. Along with these, other factors can hardly be
quantified. Nevertheless, both the tangible and the intangible factors must
be weighed while deciding upon a course of action.
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7.7.1 PRINCIPLE OF LIMITING FACTOR adaal) Jalad) asa

In choosing from among alternatives, primary attention must be given to
those factors that are limiting or strategic to the decision involved. For
instance, if a machine fails to operate for lack of a screw, the screw is the
limiting factor. The search for and recognition of limiting factors in
planning never ends. Discovery of the limiting factor is a fundamental
criteria for selection from alternatives and hence, of planning.
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7.7.2 BASES FOR SELECTION FROM ALTERNATIVES ) (e JLISAS a0 68

In selecting from among alternatives, three bases for decision are open to
the manager- experience, experimentation and research.

The manager may sometimes analyses the pros and cons of an alternative
solely on the basis of his experience. In this case, the manager decides
upon the effectiveness of an alternative by recalling the use of similar
solution in similar problem situation in the past and its result thereof.
Experience comes into play when prompt decisions are to be made.
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Decisions made on the basis of experimentation are also very effective. In
this case, alternatives are put to test by applying it in a non-real, though
real like, situation and analyzing its effect. The alternative giving the best
result is selected.
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Research is a widely used basis for making decisions especially when the
decisions concern major issues. In this case, the research team gathers
information regarding the pros and cons of the promising alternatives and
provides it to the concerned manager who finally takes the decision as to
which alternative should be selected.
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7.7.3 EVALUATING THE DECISION'S IMPORTANCE 1A Al diarl

The importance of a decision depends upon the extent of responsibility.
There are useful criteria of importance as discussed below.
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1. Size or length of commitment: If a decision commits the enterprise to

heavy expenditure of funds or if the commitment can be fulfilled only over

a long period, it should be subjected to suitable attention by the top-level

management.
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2. Flexibility of plans: Decisions involving inflexible courses of action
must carry priority over those plans which could easily be changed.
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3. Certainty of goals and premises: If goals and premises are certain, a
decision resting on them tends to be less important than where they are
highly uncertain.
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4-Human impact: Where the human impact of a decision is great, its
importance is high e.g. a decision to put payroll or purchasing procedures
on computers.
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7.8 DIFFICULTIES IN DECISION MAKING A pia cly
Some difficulties normally experienced in decision-making are given
below:
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General Questions
I- How do you define a problem? How do you know that a problem
exists? How would you test the severity of the problem?

2- Classify problems into relevant categories and give examples of
problems that fit into each category.

3- Explain some of the factors and personal characteristics that have an
impact on the decision-maker.

4- Explain briefly the ten steps in the process of rational decision-making.
5- Differentiate between facts, inferences, speculations, and assumptions.

6- What is the synectic approach of generating alternative solutions?
How does it contribute to the decision-making process?

7- What are the different criteria that can be used to evaluate
Alternatives? Under what circumstances each criterion would be used.

8- What are the advantages and disadvantages of group  decision-
making? What guidelines can be prescribed to dilute the impact of
disadvantages?
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