MANAGERIAL DECISION MAKING

The process through which managers identify organizational problems and attempt to resolve.  It is defined as the selection of a course of action from among alternatives; it is the core of planning.

Characteristics of Managerial Decisions

· Lack of Structure

· Programmed decisions – decisions encountered and made before, having objectively correct answers, and solvable by using simple rules, policies, or numerical computations.

· Nonprogrammed decisions – new, novel, complex decisions having no proven answers.

· Uncertainty

· The state that exists when decision  makers have insufficient information

· Certainty exists when decision makers have accurate and comprehensive information.

· Risk

· The state that exists when the probability of success is less than 100 percent.

· While decisions entail risk, managers do everything possible to anticipate the risk, minimize it, and control it.

· Conflict

· Opposing pressures from different sources.

· Two levels of conflict are psychological conflict and conflict that arises between individuals or groups.

· Psychological when several options are attractive, or when none of the options is attractive.

STAGES OF DECISION MAKING

1. Identifying and diagnosing the problem

a. Recognize that a problem exists and 


must be solved

b. Realize some discrepancy between the 


current state and a desired state

c.  Dig deeper and attempt to diagnose the


true cause of the problem symptoms

2. Generating alternative solutions
Managers generate at least some alternative  solutions based on past experiences:

· Ready-made solutions – ideas that have been tried before or follow the advice of others who have faced similar problems;
· Custom-made solutions – designed for specific problems.

3. Evaluating alternatives

Determining the value or adequacy of the alternative that were generated.

4. Making the choice

Significant concepts in making decision:

· Maximizing – a decision realizing the best possible outcome

· Satisficing – to choose an option that is acceptable, although not necessarily the best or perfect

· Optimizing – achieving the best possible balance among several goals

5. Implementing the decision
Those who will implement the decision must understand  the choice and why it was made.

They must also be committed to its successful implementation.

6. Evaluating the decision
This serves as the feedback mechanism how well the decision is working.
