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‘The process by which managers 
identify organisational problems 

and try to resolve them.’



§ …a discrepancy
between an existing
and desired state of 
affair

§ Managerial problem:
§ There is discrepancy
§ Pressure to take 

action

§ Have the authority, 
budget, information
to act on

§ Scan for change, 
categorise as 
problem/non-
problem, diagnose 
nature and cause.

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ What is relevant 
in a decision?

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ What is priority in 
the decision?

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ Uncritically brainstorm to 
develop alternatives, 
combine & improve ideas.

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ Evaluate each alternative 
against the established 
criteria

§ Feasibility, quality, cost, 
reversibility, ethics, 
acceptability.

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ Choosing the best 
alternative
§ The alternative with 

the highest total 
weight is chosen.

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ Convey the decision to 
those affected and getting 
their commitment to it

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ The soundness of the 
decision is judged by 
its outcomes.

§ How effectively was 
the problem resolved 
by outcomes resulting 
from the chosen 
alternatives?

§ If the problem was not 
resolved, what went 
wrong?

Identifying a problem

Identifying decision criteria

Allocating weight to the criteria

Developing alternatives

Analysing alternatives

Selecting an alternative

Implementing the alternative

Evaluating the decision effectiveness



§ Rationality

§ Managers make consistent, value-maximizing choices with 
specified constraints.

§ Assumptions are that decision makers:

§ Are perfectly rational, fully objective, and logical.

§ Have carefully defined the problem and identified all viable 
alternatives.

§ Have a clear and specific goal

§ Will select the alternative that maximizes outcomes in the 
organization’s interests rather than in their personal interests.
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ASSUMPTIONS OF RATIONALITY

Exhibit 6.6



§ Bounded Rationality

§ Managers make decisions rationally, but are limited 
(bounded) by their ability to process information.

§ Assumptions are that decision makers:

§ Will not seek out or have knowledge of all alternatives

§ Will satisfice—choose the first alternative encountered that 
satisfactorily solves the problem—rather than maximize the 
outcome of their decision by considering all alternatives and 
choosing the best.
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§ Escalation of Commitment

Ø Increasing or continuing a commitment to previous decision 
despite mounting evidence that the decision may have been 
wrong.

§ The Role of Intuition

Ø Intuitive decision making

vMaking decisions on the basis of experience, feelings, and 
accumulated judgement.
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WHAT IS INTUITION?
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Exhibit 6.7



§ Structured Problems

§ Involve goals that clear.

§ Are familiar (have occurred before).

§ Are easily and completely defined—information about the 
problem is available and complete.

§ Programmed Decision

§ A repetitive decision that can be handled by a routine 
approach.
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§ A Policy
ØA general guideline for making a decision about a structured 

problem.

§ A Procedure
ØA series of interrelated steps that a manager can use to 

respond (applying a policy) to a structured problem.

§ A Rule
ØAn explicit statement that limits what a manager or employee 

can or cannot do in carrying out the steps involved in a 
procedure.
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§ Policy

ØAccept all customer-returned merchandise.

§ Procedure

ØFollow all steps for completing merchandise return 
documentation.

§ Rules

ØManagers must approve all refunds over $50.00.

ØNo credit purchases are refunded for cash.
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§ Unstructured Problems

ØProblems that are new or unusual and for which information is 
ambiguous or incomplete.

ØProblems that will require custom-made solutions.

§ Nonprogrammed Decisions

ØDecisions that are unique and nonrecurring.

ØDecisions that generate unique responses.
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TYPES OF PROBLEMS, TYPES OF DECISIONS, AND LEVEL IN THE 
ORGANIZATION
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Exhibit 6.8



§ Certainty
ØA ideal situation in which a manager can make an accurate 

decision because the outcome of every alternative choice is 
known.

§ Risk
ØA situation in which the manager is able to estimate the 

likelihood (probability) of outcomes that result from the choice 
of particular alternatives.
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§ Uncertainty

§ Limited or information prevents estimation of outcome 
probabilities for alternatives associated with the problem and 
may force managers to rely on intuition, hunches, and “gut 
feelings”.
§ Maximax: the optimistic manager’s choice to maximize the 

maximum payoff

§ Maximin: the pessimistic manager’s choice to maximize the 
minimum payoff

§ Minimax: the manager’s choice to minimize his maximum regret.
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§ Dimensions of Decision-Making Styles

ØWays of thinking

vRational, orderly, and consistent

v Intuitive, creative, and unique

ØTolerance for ambiguity

vLow tolerance: require consistency and order

vHigh tolerance: multiple thoughts simultaneously

6–23



NGO QUY NHAM, MBA

Behavioral

Conceptual

Directive

Analytic

Rational IntuitiveWay of thinking

To
le

ra
nc

e 
fo

r 
am

bi
gu

ity

High

Low

• Way of thinking: Rational or Intuitive
• Tolerance for ambiguity



§ Directive style: low tolerance for ambiguity & 
rational way of thinking
§ Required amount of information and assessing few alternatives
§ Makes fast decisions and focus on the short run

§ Analytic style: high tolerance for ambiguity & 
rational way of thinking
§ Needs more information & considers more alternatives
§ Careful and able to adapt with unique situations
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§ Conceptual style: high tolerance for ambiguity & 
intuitive way of thinking
§ Very broad in outlook and consider many alternatives
§ Focus on the long run and good at finding creative solutions

§ Behavioral style: low tolerance for ambiguity & 
intuitive way of thinking
§ Receptive to suggestions from others
§ Acceptance by other is important
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§ Types of Decision Makers
ØLinear thinking style

v preference for using external data and facts 

vProcessing information through rational, logical thinking

ØNon-linear thinking style 

vpreference for internal sources of information (feelings and 
intuition) and 

vProcessing information with internal insights, feelings, intuitional 
thinking
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COMMON DECISION-MAKING ERRORS AND BIASES

Exhibit 6.13



§ It focuses on what is important.
§ It is logical and consistent.
§ It acknowledges both subjective and objective 

thinking and blends analytical with intuitive thinking.
§ It requires only as much information and analysis as 

is necessary to resolve a particular dilemma.
§ It encourages and guides the gathering of relevant 

information and informed opinion.
§ It is straightforward, reliable, easy to use, and 

flexible.
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OVERVIEW OF MANAGERIAL DECISION MAKING
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