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TYPES OF PROBLEMS AND DECISIONS

M
anagers will be faced with different types of problems and decisions as they do their jobs:  that is, as they integrate and coordinate the work of others. Depending on the nature of the problem, the manager can use different types of decisions.

Well-Structured Problems and Programmed Decisions
Some problems are straightforward. The goal of the decision maker is clear, the problem is familiar, and information about the problem is easily defined and complete. Examples of these types of problems might include a customer’s wanting to return a purchase to a retail store, a supplier’s being late with an important delivery, a news team’s responding to an unexpected and fast-breaking event, or a college’s handling of a student’s wanting to drop a class. Such situations are called well-structured problems. For instance, a server in a restaurant spills a drink on a customer’s coat. The restaurant manager has an upset customer. What does the manager do? Because drinks are frequently spilled, there’s probably some standardized routine for handling the problem. For example, if the server was at fault, if the damage was significant, and if the customer asks for a remedy, the manager will offer to have the coat cleaned at the restaurant’s expense. In handling this problem situation, the manager uses a programmed decision.

Decisions are programmed to the extent that they are repetitive and routine and to the extent that a definite approach has been worked out for handling them. Because the problem is well structured, the manager does not have to go to the trouble and expense of working up an involved decision process. Programmed decision making is relatively simple and tends to rely heavily on previous solutions. The “develop-the-alternatives” stage in the decision-making process either doesn’t exist or is given little attention. Why? Because once the structured problem is defined, its solution is usually self-evident or at least reduced to very few alternatives that are familiar and that have proved successful in the past. In many cases, programmed decision making becomes decision making by precedent. Managers simply do what they and others previously have done in the same situation. The spilled drink on the customer’s coat does not require the restaurant manager to identify and weight the decision criteria or to develop a long list of possible solutions. Rather, the manager falls back on a systematic procedure, rule or policy.

A procedure is a series of interrelated sequential steps that a manager can use for responding to a structured problem. The only real difficulty is in identifying the problem. Once the problem is clear, so is the procedure. For instance, a purchasing manager receives a request from the sales department for 15 cellular phones for use by the company’s sales representatives. The purchasing manager knows that there is a definite procedure for handling the decision.  The decision-making process in this case is merely executing a simple series of sequential steps.

Information technology is being used to further simplify the development of organizational procedures. Some powerful new software programs are being designed that automate routine and complex procedures. For example, at Hewlett-Packard, a comprehensive software program had automated a quarterly wage-review process of more than 13,000 salespeople.

A rule is an explicit statement that tells a manager what he or she ought or ought not to do. Rules are frequently used by managers when they confront a well-structured problem because they are simple to follow and ensure consistency. For example, rules about lateness and absenteeism permit supervisors to make disciplinary decisions rapidly and with a relatively high degree of fairness.

A third guide for making programmed decisions is policy. It provides guidelines to channel a manager’s thinking in a specific direction. In contrast to a rule, a policy establishes parameters for the decision maker rather than specifically stating what should or should not be done. Policies typically contain an ambiguous term that leaves interpretation up to the decision maker. For instance, each of the following is a policy statement:

· The customer always comes first and should always be satisfied.

· We promote from within, whenever possible.

· Employee wages shall be competitive for the community in which our plants are located.

Notice that satisfied, whenever possible, and competitive are terms that require interpretation. The policy to pay competitive wages does not tell a given plant’s human resources manager the exact amount he or she should pay, but it does give direction to the decision he or she makes.

Ill-Structured problems and Nonprogrammed Decisions
As you can well imagine, not all problems managers face are well-structured and solvable by a programmed decision. Many organizational situations involve ill-structured problems, which are problems that are new or unusual. Information about such problems is ambiguous or incomplete. For example, the selection of an architect to design a new corporate headquarters building is one example of an ill-structured problem. So too is the problem of whether to invest in a new unproven technology or whether to shut down a money-losing division. When problems are ill-structured, managers must rely on nonprogrammed decision making in order to develop unique solutions. Nonprogrammed decisions are unique and nonrecurring. When a manager confronts an ill-structured problem, or one that is unique, there is no cut-and-dried solution. It requires a custom-made response through nonprogrammed decision making.

Integration 

Whereas well-structured problems are resolved with programmed decision making, ill-structured problems require nonprogrammed decision making. Because the lower-level managers confront familiar and repetitive problems, they most typically rely on programmed decisions such as standard operating procedures, rules, and organizational policies. The problems confronting managers are likely to become more ill-structured as they move up to the organizational hierarchy. Why? Because lower-level managers handle the routine decisions themselves and send upon the chain of command only decisions that they find unusual or difficult. Similarly, higher-level managers pass along routine decisions to their subordinates so that they can deal with more difficult issues.

Keep in mind, however, that few managerial decisions in the real world are either fully programmed or nonprogrammed. These are extremes, and most decisions fall somewhere in between. Few programmed decisions are designed to eliminate individual judgment completely. At the other extreme, even a unique situation requiring a nonprogrammed decision can be helped by programmed routines. It’s best to think of these decisions as mainly programmed or mainly nonprogrammed, rather as completely one or the other.

A final point on this topic is that organizational efficiency is facilitated by the use of programmed decision making, which may explain its wide popularity. Whenever possible, management decisions are likely to be programmed. Obviously, using programmed decisions is not too realistic at the top level of the organization because most of the problems that top managers confront are of a nonrecurring nature. But there are strong economic incentives for top managers to create a standard operating procedures (SOPs), rules, and policies to guide other managers.

Programmed decisions minimize the need for managers to exercise discretion. This fact is relevant because discretion can cost money. The more nonprogrammed decision making a manager is required to do, the greater the judgment needed. Because sound judgment is an uncommon quality, it costs more to acquire the services of managers who possess it.

Some organizations try to economize by hiring less-skilled managers but do not develop programmed decision guides them to follow. Take, for example, a small women’s clothing store chain whose owner, because he chooses to pay low salaries, hire store managers with little experience and limited ability to make good judgments. This practice, by itself, might not be a problem. The trouble is that the owner provides neither training nor explicit rules and procedures to guide his store manager’s decisions. The result is continuous complaints by customers about things such as promotional discounts, processing credit sales, and the handling of returns.

One of the more challenging tasks facing managers as they make decisions—programmed or nonprogrammed—is analyzing decision alternatives. 

Questions:

1. Identify both a programmed and nonprogrammed decision that you made recently. How did you arrive at a solution for each one?

2. Differentiate a rule from a policy. Cite examples.
3. Can you think of a specific upper-level management positions where you would make mainly programmed decisions? What about one where you would be making mostly nonprogrammed decisions? What factors make these type positions favor one type of decision making over another (i.e. the industry, function, etc.)

4. How are procedures and problems related? Explain. 
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