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Concept of Decision Making-Decision

Makingisanimportantfunctioninmanagement,since
decision-making is related to problem,an effective
decision-making helpsto achievethedesired goalsor
objectivesbysolvingsuchproblems.Thusthedecision-
makingliesallovertheenterpriseandcoversalltheareas
oftheenterprise.

Scientificdecision-makingiswell-triedprocessofarriving
at the best possible choice for a solution with a
reasonableperiodoftime.

MeaningofDecisionMaking-Decisionmeanstocut
offdeliberationsandtocometoaconclusion.Decision-
makinginvolvestwoormorealternativesbecauseifthere
isonlyonealternativethereisnodecisiontobemade.

AccordingtoR.S.Davar-“Decision-makingistheelection
basedonsomecriteriaofonebehavioralternativefrom
twoormorepossiblealternatives.Todecidemeans‘tocut
offorinpracticalcontent’,tocometoaconclusion.”

AccordingtoMcFarland-“Adecisionisanactofchoice
wherein anexecutiveformsaconclusionaboutwhat
mustbedoneinagivensituation.Adecisionrepresents
behaviorchosenfrom anumberofpossiblealternatives.”

HenrySiskandClifftonWilliamsdefined“Adecisionisthe
election of a course of action from two or more
alternatives;thedecisionmakingprocessisasequenceof
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stepsleadingloIhatselection.”

CharacteristicsofDecisionMaking:somecharacteristics
ofdecisionmakingareasfollows-
1.Itisaprocessofmakingachoicefrom alternative
courseofaction.
2.Decisionistheendprocessprecededbydeliberation
andreasoning.
3.Decision-makingisafocalpointatwhichplans,policies,
andobjectivesaretranslatedintoconcreteactions.
4.Rationalityisanothercharacteristicofdecision-making.
Thehumanbrainwithitsabilitytolearntorememberand
to relate manycomplexfactors makes this rationality
possible.
5.Decision-makinginvolvescommitment.
6.Thepurposeofdecision-makingistoselectthebest
alternative,which can significantly contribute towards
organizationalaims.

ProcessofDecisionMaking-Amanagershouldfollow
theseriesofsystematicallyrelatedstepswhilemaking
decision.Thesestepsareasfollows:
(a)InvestigatetheSituation-A detailedinvestigationis
madeonthreeaspects:defineproblem,identificationof
objectivesanddiagnosis.

Thefirststepinthedecisionprocessisdeterminingthe
preciseproblem tobesolved.Atthisstage,timeandeffort
should be expanded only in gathering data and
informationthatisrelevanttoanidentificationofthereal
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problem. Defining the problem in terms of the
organizationalobjectivesthatarebeingblockedhelpsto
avoidconfusingsymptomsandproblems.

Oncetheproblem hasbeendefined,thenextstepisto
decidewhatwouldconstituteandeffectivesolution.As
partofthisprocess,managersshouldbegintodetermine
whichpartsoftheproblem theymustsolveandwhich
they should solve.Mostproblems consistofseveral
elementsandamanagerisunlikelytofindonesolution
thatwillworkforallofthem.

Whenmanagershavefoundasatisfactorysolution,they
mustdeterminetheactionsthatwillachieveit.Butfirst,
theymustobtainasolidunderstandingofallthesources
oftheproblem sotheycanformulatehypothesesabout
thecauses.

(b)Develop Alternatives-The search foralternatives
forcesthemanagertoseethingsfrom manyviewpoints,
to studycases from theirproperperspectives and to
unearththetroubledspotsoftheproblem.Tobemore
meaningful,onlyviableandrealisticalternativesshouldbe
includedinthelisting.

Brainstormingmaybeeffectiveatthisstage.Thisisa
groupapproachtodevelopingcreatingpotentialsolutions
tomanagementproblemsseveralpersonswithasimilar
interestsitdown atone place and give concentrated
thoughtto whatmightbe done.The objective is to
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generateasmanyideasaspossible.

Criticism mustbeprohibited.Theleadermustkeepthe
discussion moving by asking questions and making
statements,whichrefocusattentionontheproblem at
handwithoutproperguidance,discussioncandegenerate
intoanaimlessbullsession.

(c)EvaluateAlternativesandSelecttheBestOne-The
third step indecisionmaking isthatofanalyzing and
evaluating each alternative in terms of its possible
consequencesandsincemanagerscanneverbesureof
theactualoutcomeofeachalternative,uncertaintyalways
exists,consequently,thisstepisarealchallengerequiring
managerstocallonpresentknowledge,pastexperience,
foresightandscientificacumen.

Fortheproperanalysisofalternatives,PeterDruckerhas
suggestedthefollowingfourcriteria:

(i)Therisk,

(ii)Economyforeffort,

(iii)Timing,and

(iv)Limitationsofresources.

(i)Risk-Everysolutionnaturallycarriesariskelement.The
riskofeachcourseofactionmustbeweighedagainstthe
possiblegainsfrom itsselection.



B.COM LLBIISem PrinciplesofManagementUnitIIDecisionMaking

(ii)Economyofefforts-Thatlineofactionwillbeselected
which gives the greatestresults with the leasteffort,and
obtaining the needed change with the last necessary

disturbanceoftheorganization.

(iii) Timing-If the situation has greaturgency,the
preferablecourseofactionisonethatdramatizesthe
decision and serves notice on the organization that
somethingimportantishappening.If,onetheotherhand,
long,consistenteffortisneeded,aslowstartthatgathers
momentum maybepreferable.

(iv)Limitationsofresources-Thisisalsoknownasthe
“principle oflimiting factor”which is the essence of
decisionmaking.Thekeytodecisionmakingistosolve
theproblem posedbyalternatives,ifpossiblebyseeking
outandsolvingforthelimiting,orstrategic,orcritical,
factor.Themostimportantresources,whoselimitations
havetobeconsidered,arethehumanbeingswhowill
carryoutthedecision.

(d)ImplementandMonitortheDecision-Oncethebest
available alternative has been selected,managers are
readytomakeplanstocopewiththerequirementsand
problemsthatmaybeencounteredinputtingitintoeffect.

Implementing a decision involves more than giving
appropriate orders.Resources mustbe acquired and
allocated as necessary.Mangers setup budgets and
schedulesfortheactionstheyhavedecidedupon.This
allowsthem tomeasureprogressinspecificterms;next,
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theyassignresponsibilityforthespecifictasksinvolved.

Theyalso setup aprocedureforprogressreportsand
preparetomakeconnectionsifnewproblem shouldarise.
Budget,schedulesandprogressreportareallessentialto
performingthemanagementfunctionsofcontrol.

Potentialrisksanduncertaintiesthathavebeenidentified
duringtheearlierevaluationofalternativesstagemust
alsobekeptinmind.Thereisanaturalhumantendencyto
forgetpossiblerisksanduncertaintiesonceadecisionis
made. Managers can counteract this failing by
consciouslytakingextratimetore-examinetheirdecision
atthispointandtodevelopdetailedplansfordealingwith
theserisksanduncertainties.

Aftermanagershavetakenwhateverstepsarepossibleto
deal with potential adverse consequences, actual
implementation can begin.Ultimately,a decision (ora
solution)isnobetterthantheactionstakentomakeita
reality.

Afrequenterrorofmanagersistoassumethatoncethey
makeadecision,actiononitwillautomaticallyfollow.If
thedecisionisagoodonebutsubordinatesareunwilling
orunabletocarryitout,thenthatdecisionwillnotbe
effective.

FactorsInfluencingDecisionMaking:

1.TimePressures-Animportantinfluenceonthequality
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ofdecisionsishowmuchtimethedecisionmakerhasin
which to makethedecisions.Unfortunately,managers
mustmake mostoftheirdecisions in time frames
establishedbyothers.Lackoftimecanforceamanager
todecidewithoutgatheringimportantfactsorexploring
possiblesolutionsthoroughly.

2.Manager’sValues-Manager’svalueshaveasignificant
influenceonthequalityofdecisions.Valuesarethelikes,
dislikes,should,ought,judgments and prejudices that
determinehow weshallact.Thevalueorientationsof
management underlie much of their behaviour.The
decisions managers make in identifying theirmission,
objectivesand strategies,and how managersinterpret
society’sexpectationsalsoreflecttheirvalues.

Some specific influences which have value on the
decision-makingprocessare:

(a)Valuejudgmentsarenecessaryinthedevelopmentof
objectivesandtheassignmentofpriorities.

(b)In developing alternatives,itisnecessaryto make
valuejudgmentsaboutthevariouspossibilitiesand

(c)Inselecting analternative,valuejudgmentswillbe
reflectedinthealternativechosen.

3.OrganizationalPolicy-Decisions are limited bythe
policiesthathighermanagersdeveloptoguidetheactions
oftheorganization.Decisionsthatclearlyviolatedpolicies
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willberejectedautomatically.Somemanagersargue,of
course to change the policyto fitthe decision ifthe
decisionseemssound.

This is good thinking,exceptthatpolicies cannotbe
changed overnight.Itis usually an easierand more
practicalcoursetoaltertheproposeddecision.

4.OtherFactors-Thedecision-makingprocessisnotonly
influencedbytheabove-statedfactorsbutahostofothers
too.

Thelistofsuchfactorsdependsuponone’sflightof
imaginations;however,wearelistingthefollowingones
forourconsideration:

(i)Theeffectofotherdepartments.

(ii)Higher-managementattitude.

(iii)Personnelrequired.

(iv)Budgetmoney.

(v)Subordinatereactions.

RationalityinDecisionMaking:
Theconceptofrationalityisveryimportantindecision-
making.Rationalityimpliesthecapacityforobjectiveand
intelligentaction.A decision is said to be rationalif
appropriatemeansarechosentoachievedesiredends.
AccordingtoSteiner,“arationalbusinessdecisionisone
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whicheffectivelyandefficientlyassurestheachievement
ofaimsforwhichthemeansareselected.”

Rationalityindecision-makingimpliesthatthedecision
makertries to maximise the values in a situation by
choosingthemostsuitablecourseofactionforachieving
thegoal.Rationalityreferstotheselectionofpreferred
behavioralternatives in terms ofvalues whereby the
consequencesofbehaviorcanbeevaluated.

Theend-meansorvaluesystem approachtorationalityis
facedwithcertainproblem.Firstly,theendtobeattained
isoftenincompletelyorincorrectlystated.Secondly,in
actualpracticemeanscannotbeseparatedcompletely
from ends.Thirdly,themeansendsterminologyobscures
theroleofthetime-elementindecision-making.

Simonhasidentifiedsix-descriptionmodelsofrationality
ofchoicebehavior.Adecisionispersonallyrationalifitis
oriented to the individual’sgoals.Itisorganizationally
rationalifitisorientedtotheorganization’sgoals.Itis
consciouslyrationaltothedegreethattheadjustmentof
meanstoendsisaconsciousprocess.

Itisdeliberatelybroughtabout.Itisobjectivelyrationalif
in-factitis the correctbehaviorformaximizing given
valuesinagivensituation.Itissubjectivelyrationalifit
maximizesattainmentrelativetotheactualknowledgeof
thesubject.

The classicaleconomic approach to decision making
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stressesthatmanagementdecisionsshouldberational.
This approach is based upon two fundamental
assumptions.Firstly,the managers seek to maximize
expectedutilityorprofitsaboveallelse.

Secondly,humanbeingsarecompletelyrationali.e.,they
are aware ofallpossible decision alternatives,have
completeknowledgeofallconsequencesassociatedwith
eachalternative,andprocessalltheinformationrequired
tobeevaluatedvariousalternatives.

Simon hascriticized the economicmodelofdecision-
¬makingbehaviorasdevelopedbyclassicaleconomists.
Itisnotalwayspossibletochooseabestcourseofaction
for achieving the optimum solution to a problem.
Environmentalconstraintsandhumanlimitationsdonot
permitfullyrationaloroptimum decisions.Inpractice,
peoplearenotcompletelyrationalanddonotalwaysseek
optimalsolutions.

Therefore, economic man model is hypothetical.
Managers want ‘satisfying” or “good enough” or
“reasonably good” solutions rather than optimum
solutions.Simonhasgivenanadministrativemanmodel
ofdecision-makingbehavior,whichismorerealistic.This
modeldoesnotassumeperfectknowledgeonthepartof
decisionmakers.

Astheyseeksatisfyingratherthanmaximizing,choiceis
possible withoutdetermining allpossible alternatives.
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Completerationalityisnotalwayspossibleandtherefore,
whatiscalledforis“boundedrationality”.Insteadofideal
orperfectoroptimum decisions,satisfactorydecisions
aretakeninpractice.

Human beingsare notalwaysrationalin thedecision
makingprocess.Theytakeintoconsiderationononlya
limited number of factors and a limited range of
consequences.


