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WHAT MAKES A QUALITY DECISION?

H

ow can managers tell whether they have made the best possible decision? One way is to wait until the results are in, but that can take a long time. In the meantime, managers can focus on the decision making process. Although nothing can guarantee a “perfect” decision, using vigilance can make a good decision more likely. Vigilance means being concerned for and attentive to the correct decision making procedures. Vigilant decision makers use the following procedures:

1. Survey the full range of objectives to be fulfilled and identify the values and qualities implicated by the choices.

2. Thoroughly canvas a wide range of alternative courses of action. This is the idea-gathering process, which should be quite separate from idea evaluation.

3. Carefully weigh whatever they know about the costs and risks of both the negative and positive consequences that could flow from each alternative.

4. Intensively search for new high-quality information relevant to further evaluation of the alternative.

5. Gather and take into account any new advice or information to which they are exposed, even when the information or advice does not support the course of action initially preferred.

6. Reexamine all the possible consequences of all known alternatives before making a final choice, including those originally regarded as unacceptable.

7. Make detailed provisions for implementing or executing the chosen course of action and give special attention to contingency plans that might be required if various known risks materialize.

While vigilance will not guarantee perfect decisions every time, this approach can help managers be confident they have followed procedures that will yield the best possible decision under the circumstances. Spending more time at this stage can save time later in the decision process.

Why Are Decisions Hard?

What makes decisions hard? Certainly different problems may involve different and often special difficulties. Although every decision may have its own special problems, there are four basic sources of difficulty.

First, a decision can be hard simply because of its complexity. Simply keeping all of the issues in mind at one time is nearly impossible.

Second, a decision can be difficult because of the inherent uncertainty in the situation. In some decisions, the main issue is uncertainty. For example, imagine a firm trying to decide whether to introduce a new product. The size of the market, the market price, eventual competition, and manufacturing and distribution costs all may be uncertain to some extent, and all have some impact on the firm’s eventual payoff. Yet the decision must be made without knowing for sure what these uncertain values will be.

Third, a decision maker may be interested in working toward multiple objectives, but progress in one direction may impede progress in others. In such a case, a decision maker must trade off benefits in one area against costs in another. In investment decisions, a trade-off that we usually must make is between expected return and riskiness. 

Fourth, and finally, a problem may be difficult if different perspectives lead to different conclusions. Or, even from a single perspective, slight changes in certain inputs may lead to different choices. This source of difficulty is particularly pertinent when more than one person in involved in making the decision. Different individuals may look at the problem from different perspectives, or they may disagree on the uncertainty or value of the various outcomes.

Behavioral Influences on Individual Decision Making

Several behavioral factors influence the decision making process. Some affect only certain aspects of the process, while others influence the entire process. However, each may have an impact and therefore must be understood to fully appreciate the decision making process in organizations. Four individual behavioral factors—values, personality, propensity for risk, and potential for dissonance—are discussed here. Each has a significant impact on the decision making process.

Values

In the context of decision making, values are the guidelines a person uses when confronted with a situation in which a choice must be made. Values are acquired early in life and are a basic (often taken for granted) part of an individual’s thoughts. Values’ influence on the decision making process is profound:

In establishing objectives, value judgments must be made regarding the selection of opportunities and the assignment of priorities.

In developing alternatives, value judgments about the various possibilities are necessary.

In choosing an alternative, the values of the decision maker influence which alternative is chosen.

In implementing a decision, value judgments are necessary in choosing the means for implementation.

In the control and evaluation phase, value judgments cannot be avoided when corrective action is decided on and taken.

Clearly, values pervade the decision making process, encompassing not only the individual’s economic and legal responsibilities but his ethical responsibilities as well. They are reflected in the decision maker’s behavior before making the decision, in making the decision, and in putting the decision into effect. Indeed, some researchers state that alternatives are relevant only as a means of achieving managerial values.

Personality

Decision makers are influenced by many psychological forces, both conscious and subconscious. One of the most important of these forces is personality. Decision makers’ personalities are strongly reflected in their choices. Studies that have examined eth effect of personality on the process of decision making have generally focused on three types of variables:

· Personality variables – the attitudes, beliefs, and needs of the individual.

· Situational variables – external, observable situations in which individuals find themselves.

· Interactional variables – the individual’s momentary state that results from the interaction of a specific situation with characteristics of the individual’s personality.

The most important conclusions concerning the influence of personality on the decision making process are:

1. One person is not likely to be equally proficient in all aspects of the decision making process. Some people do better in one part of the process, while others do better in another part.

2. Certain characteristics, such as intelligence, are associated with different phases of the decision making process.

3. The relationship of personality to the decision making process may vary for different groups on the basis of such factors as sex, social status, and cultural background.

4. Individuals facing important and ambiguous decisions may be influenced heavily by peers’ opinions.

An interesting study examined the importance of cultural influences on decision making style differences between Japanese and Australian college students. In Japan, a group orientation exists, while in Australia, the common cultural pattern emphasizes and individual orientation. The results confirmed the importance of the cultural influence. Japanese students reported greater use of decision processes or behaviors associated with the involvement and influence of others, while Australian students reported greater use of decision processes associated with self-reliance and personal ability. In general, the personality traits of the decision maker combine with certain situational and interactional variables to influence the decision making process.

Propensity for Risk

From personal experience, we are all undoubtedly aware that decision makers vary greatly in their propensity for taking risks. This one specific aspect of personality strongly influences the decision making process. A decision maker with a low aversion to risk establishes different objectives, evaluates alternatives differently, and selects different alternatives than a decision maker in the same situation who has a high aversion to risk. The latter attempts to make choices where the risk or uncertainty is low or where the certainty of the outcome is high. The best managers need to tread a fine line between making ill-conceived, arbitrary decisions based purely on instinct (low aversion to risk) and becoming too obsessed with a reliance on numbers, analyses, and reports (high aversion to risk). Many people are bolder and more innovative and advocate greater risk taking in groups than as individuals. Apparently, such people are more willing to accept risk as members of a group.

Potential for Dissonance

Much attention has focused on the forces that influence the decision maker before a decision is made and that impact the decision itself. Only recently has attention been given to what happens after a decision has been made. Specifically, behavioral scientists have focused attention on post decision anxiety.

Such anxiety is related to what experts called cognitive dissonance over 35 years ago and what researchers today term regret theory. This theory states that there is often a lack of consistency, or harmony, among an individual’s various cognitions (attitudes, beliefs, etc.) after a decision has been made. As a result, the decision maker has doubts and second thoughts about the choice, In addition, the intensity of anxiety is likely to be greater in the presence of any of the following conditions:

· The decision is psychologically and/or financially important.

· There are a number of forgone alternatives.

· The forgone alternatives have many favorable features.

Dissonance can, of course, be reduced by admitting that a mistake has been made. Unfortunately, many individuals are reluctant to admit that they have made a wrong decision These individuals are more likely to reduce their dissonance by using one or more of the following methods:

· Seek information that supports the wisdom of their decisions.

· Selectively perceive (distort) information in a way that supports their decisions.

· Adopt a less favorable view of the forgone alternatives.

· Minimize the importance of the negative aspects of the decisions and exaggerate the importance of the positive aspects.

While each of us may resort to some of this behavior in our personal decision making, a great deal of such behavior could easily harm organizational effectiveness.

Personality, specifically the level of self-confidence and persuasibility, heavily influences are closely interrelated and are only isolated here for purposes of discussion.

Questions:

1. Give 2 examples in your life where you exercised vigilance in your decision making. During each instance, did you use the procedures that vigilant decision makers use. Discuss how you did that.

2. Are decisions really hard? Discuss your answer thoroughly.

3. How important are values in good decision making? Explain.

4. What is the role of personality in making good decisions? Explain.

5. How strongly does propensity for risk influence a person’s decision making?

6. What is post decision anxiety? Discuss in your words.
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