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STEPS IN THE DECISION MAKING PROCESS

A
 decision is a choice from among two or more alternatives. Decision-making, on the other hand, is the act of making a choice from among two or more alternatives. 

There is a tendency to view decision-making and problem solving as identical activities. While decision and decision-making are defined above, a problem can be described as an obstacle on the path toward a goal and problem solving as the act of overcoming or removing the obstacle on the path toward a goal.

Problem solving and decision-making are not the same. Decisions can be and are often made and implemented successfully in the absence of problems. Moreover, problems can be and often are identified and solved in the absence of decisions. This fact notwithstanding, decision-making and problem solving are often closely related. In this regard, Jerome Braverman notes:

Problem solving and decision-making are not synonymous. However, decision-making (often) involves problem solving and…problem solving (often) leads to some decision. The process of selecting a particular course of action from a set of alternatives (may constitute) a problem and (possibly) a difficult one…decisions (may be) the end result of a problem-solving process…Problems (may) result from attempts to achieve the (objectives) of the organization…But solutions by themselves do not achieve (objectives)…Without a decision a problem solution (may be) worthless. Consequently, problem solving and decision-making go hand in hand.
Figure 2.1 - The Decision Making Process

Good decision-making is important at all levels in the organization. It begins with a recognition or awareness of problems and opportunities and concludes with an assessment of the results of actions taken to solve those problems. 

An effective decision-making process generally includes the seven steps show above. Although the figure shows the steps proceeding in a logical sequential order, managerial decision-making often unfolds in a quite disorderly and complex manner. Keep in mind that managers are influenced at each step in the decision-making process by their individual personalities, attitudes, and behaviors, ethics and values and culture. Below is a brief examination of each step:

Identifying and Diagnosing Problems
Decision makers must know where action is required. Consequently, the first step in the decision-making process is the clear identification of opportunities or the diagnosis of problems that require a decision. Managers regularly review data related to their area or responsibility, including both outside information and reports and information from within the organization. Discrepancies between actual and desired conditions alert a manager to a potential opportunity or problem. Identifying opportunities and problems is not easy considering human behavior in organization, or some combination of individual and organizational factors. Therefore, a manager must pay particular attention to ensure that problems and opportunities are assessed as accurately as possible.

The assessment of opportunities and problems will be only as accurate as the information on which it is based. Therefore, managers put a premium on obtaining accurate, reliable information. Poor quality or inaccurate information can waste time and lead a manager to miss the underlying causes of a situation.

Even when quality information is collected, it may be misinterpreted. Sometimes, misinterpretations accumulate over time as information is consistently misunderstood or problematic events are unrecognized.

Identifying Objectives

Objectives reflect the results the organization wants to attain. Both the quantity and quality of the desired results should be specified or these aspects of the objectives will ultimately guide the decision maker in selecting the appropriate course of action. 

Objectives are often referred to as targets, standards, and ends. They may be measured along a variety of dimensions. Objectives can be expressed for long spans of time (years or decades) or for short spans of time (hours, days or months). Long-range objectives usually direct much of the strategic decision making of the organization, while short-range objectives usually guide operational decision-making. Regardless of the time frame, the objectives will guide the ensuing decision-making process.

Generating Alternatives

Once an opportunity has been identified or a problem diagnosed correctly, a manager develops various ways to achieve objectives and solve the problem. This step requires creativity and imagination. In generating alternatives, the manager must keep in mind the goals and objectives that he or she is trying to achieve. Ideally several different alternatives will emerge. In this way, the manager increases the likelihood that many good alternative courses of action will be considered and evaluated.

Managers may rely on their training, personal experience, education and knowledge of the situation to generate alternatives. Viewing the problem from varying perspectives often requires input from other people such as peers, employees, supervisors, and groups within the organization.

The alternatives can be standard and obvious as well as innovative and unique. Standard solutions often include options that the organization has used in the past. Innovative approaches may be developed through such strategies as brainstorming, nominal group technique, and the Delphi technique.

Evaluating Alternatives

The fourth step in the process involves determining the value or adequacy of the alternatives generated. Which solution is the “best?” Fundamental to this step is the ability to assess the value or relative advantages and disadvantages of each alternative under consideration. Predetermined decision criteria such as the quality desired, anticipated costs, benefits, uncertainties, and risks of the alternative may be used in the evaluation process. The result should be a ranking of the alternatives. 
The Act of Choice

Decision making is commonly associated with making the final choice. Reaching the decision is really only one step in the process, however. Although choosing an alternative would seem to be a straightforward proposition—simply consider all the alternatives and select the one that best solves the problem—in reality, the choice is rarely clear-cut. Because the best decisions are often based on careful judgments, making a good decision involves carefully examining all the facts, determining whether sufficient information is available, and finally selecting the best alternative.

Implementing

The bridge between reaching a decision and evaluating the results is the implementation phase of the decision-making process. When decisions involve taking action or making changes, choosing ways to put these actions or changes into effect becomes an essential managerial task. The keys to effective implementation are (1) sensitivity to those who will be affected by the decision and (2) proper planning consideration of the resources necessary to carry out the decision. Those who will be affected by the decision must understand the choice and why it was made, that is, the decision must be accepted and supported by the people who are responsible for its implementation. These needs can be met by involving employees in the early stages of the decision process so that they will be motivated and committed to its successful implementation.

Monitoring and Evaluating
No decision-making process is complete until the impact of the decision has been evaluated. Managers must observe the impact of the decision as objectively as possible and take further corrective action if it becomes necessary. Quantifiable objectives can be established even before the solution to the problem is put into effect. 

Monitoring the decision is useful whether the feedback is positive or negative. Positive feedback indicates that the decision is working and that it should be continued and perhaps applied elsewhere in the organization. Negative feedback indicates either that the implementation requires more time, resources, effort, or planning than originally thought or that the decision was a poor one and needs to be reexamined.

The importance of assessing the success or failure of a decision cannot be overstated. Evaluation of past decisions as well as other information should drive future decision making as part of an ongoing decision-making feedback loop.
Exercise:

Examining Decision Making: An Organizational View

Examine the business section of current issues of periodicals (magazines or newspapers) and identify a significant decision recently made by a major company. Choose a company that you are familiar with. Possible decisions include the decision to expand into international markets, restructure, buy other companies, or hire a new CEO.
1. In the decision you identified, did the manager or managers appear to use good decision-making skills?

2. Did they follow the decision-making steps?

3. How successful was the company in implementing its decision?

4. Was the decision made by a group or an individual?

5. If you were advising the managers who made the decision, what criteria would you use?
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