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MEANING

To every proposal or problem which comes
as a responsibility before management, there
are so many alternative solutions. The
manager is to analyze all those alternatives,
compare and evaluate them and then chosen
the best alternative. This choice is called
decision-making. The word decision s
derived from the Latin word ‘decision’, which
means cutting away or cutting off, practically
to come to a conclusion. Thus, decision-
making is making a choice from among the
various alternative courses of action as a
solution to a business problem.

“Decision-making is the selection based on some criteria of one behavior
alternative from two or more possible alternatives”. George R.Terry
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We use our decision-making skills to solve
problems by selecting one course of action
from several possible alternatives. Decision-
making skills are also a key component of time
management skills. Decision-making can be
hard. Almost any decision involves some
conflicts or dissatisfaction. The difficult part is
to pick one solution where the positive
outcome can outweigh possible losses.
Avoiding decisions often seems easier. Yet, ‘
making your own decisions and accepting the N (.
consequences is the only way to staY in control -
of your time, your success, and your life.

A significant part of decision-making skills is in knowing and
practicing good decision making techniques. One of the most
practical decision making techniques can be summarized in those
simple decision-making steps:

] !dentify the purpose of your decision.

What is exactly the problem to be solved? Why it should be solved?
2 Gather information.

What factors does the problem involve?

2 Identify the principles to judge the alternatives.

What standards and judgment criteria should the solution meet?

4 Brainstorm and list different possible choices.

Generate ideas for possible solutions.

5 Evaluate each choice in terms of its consequences.

Use your standards and judgment criteria to determine the cons and
pros of each alternative.
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6 Determine the best alternative.

This is much easier after you go through the above preparation steps.

7 Put the decision into action.

Transform your decision into specific plan of action steps. Execute
your plan.

8 Evaluate the outcome of your decision and action steps.

What lessons can be learnt? This is an important step for further
development of your decision-making skills and judgment.

CHARACTERISTICS OF DECISION-
MAKING

1 SELECTION OF THE BEST ALTERNATIVE:-

It is the process of selecting the best possible
alternative from among the various alternatives
available for the solution of a given problem. This
is arises only when more than one alternatives are
available in a particular situation and all those
alternatives have different outcomes & results.

2 RATIONAL SELECTION:-

objective and unbiased, based on sound
judgment and logical analysis, comparison and
evaluation.

* It means selection that is balanced, prudent,

¢
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3 DECISION-MAKING IS THE JOB OF THE MANAGEMENT:-

All major decisions are the responsibility of the 0
top management of a business enterprise. &
Various decisions are taken at different levels of e
management, the greater the importance effect
of a decision.

4 DECISIONS ARE MEANS:-

The process of Management aims at achieving
\ pre-determined objectives and decisions are an

“ important means of doing so but they are not the
end.

5 RISK AND UNCERTAINTY:- IS

It is very difficult to forecast the outcome of future *“
activities with complete accuracy. It involves an l
element of risk and uncertainty. A single wrong
decision can lead the whole organization to losses

and even closure

6DECISIONS MAY BE POSITIVE OR NEGATIVE:-

A decision may relate to doing something or not

@ ¢77> e doing something. What is right or wrong in doing

or not doing, depends upon the situation and
conditions of the event.
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7 INVOLVES COMMITMENT:-
Va

\\

Decision reflects the commitment of the person \
who takes the decision. The person taking the ~
decision is committed to implement it and to //
prepare the whole network of plans according to

the decision taken. ) |

@ @ @8 PARTICIPATION IN DECISION-MAKING:-
Ny \/
A r

Decisions are to be taken by the top
management and are to be implemented by
the subordinates.

x -
\ “
9 DYNAMIC:- ~

Decision making process is dynamic in
nature. The techniques used for making
decisions vary with the types of problems E %

involved. So it changes with the change of
situation

TYPES OF DECISIONS

ORGANISATIONAL AND PERSONAL DECISIONS:-

When a person takes a decision as an executive for ! /Q\E &
the organization itself, it is called organizational { p \
decision. The working of the whole or a part of the ' ) !J
organization is directly or indirectly affected by such \ \ /

a decision. The decision taken by an executive notin  g¢

his official capacity but in his personal capacity is &l/

called a personnel decision
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ROUTINE AND STRATEGIC DECISIONS:-

Routine decisions are the decisions which are
taken in the day-to-day management by
following established rules, procedures and
policies etc. while taking routine decisions, no
fresh information or discussion is required. These
decisions are taken at the middle and lower level
on the basis of authority delegated to them.
Strategic decisions are very important decisions
to be taken at the top level. Strategic decisions
are basic and have long-term effects on
organizational structure, objectives, working
conditions and finances.

PROGRAMMED AND NON-PROGRAMMED DECISIONS:-

The decisions taken within the laid
procedures and routine decisions having
short term effects and taken at the lower
level are programmed decisions. These are
the decisions allowed by the top level
management to be taken by the lower and
middle level management on the basis of
delegated authority. For e.g. allowing
cash /trade discount, routine purchase etc.
On the other hand, the key decisions not
delegated but taken under specific
circumstances arising at times in the
organization are called Non-programmed

decisions.
Such decisions are no repetitive in nature, requiring greater amount

of resources. For e.g. replacement of Plant and Machinery,
introduction of new products etc...
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POLICY AND OPERATIVE DECISIONS:-

The decisions, which determine and lay
down the policies to be followed in the
organization are called policy decisions.
These decisions are taken at the top
level and become the basis for the
operating decisions for day to day
operations. The operative decisions are
taken at the middle and lowers levels of
management within the framework of
policies and procedures for actual
execution of the work. For e.g. on the
basis of the promotion policy formulated,
to decide the cases of promotion is an
operative decision but any change or
modification in the promotion policy is a
policy decision.

Vv

INDIVIDUAL AND GROUP DECISIONS:-

When an individual at any level takes
some decision, it can be termed as an
individual decision. In small organization
decision are taken by the proprietor and
are very important. All the important
decisions are taken by a group of
persons authorized for the job e.g. The
Board of directors after through
discussion. The problem of delay in
taking group decisions may create
difficulties.
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DECISION-MAKING CONDITIONS

-] l [

CONDITIONS OF CONDITIONS
PERFECT CERTAINTY CONDITIONS OF RISK OF COMPLETE
UNCERTAINTY

Decision - Making Under Certainty

Multi Criteria Decision Making MCDM

(MCDM): is the study of methods and procedures by which concerns
about multiple conflicting criteria can be formally incorporated into
the management planning process", as defined by the International
Society on Multiple Criteria Decision Making.

MCDM is also referred as:

o Multi-Criteria Decision Analysis (MCDA)
« Multi-Dimensions Decision-Making (MDDM)
 Multi-Attributes Decision Making (MADM)

What is a Decision matrix:
Decision matrix: a decision-support tool allowing decision makers to
solve their problem by evaluating, rating, and comparing different
alternatives.
1.Specifying and prioritizing their needs with a list a criteria; then
2.Evaluating, rating, and comparing the different solutions; and
3.Selecting the best matching solution.

As is, a decision matrix is a decision tool used by decision makers as
part of their Decision-Support Systems (DSS) toolkit.
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Decision Making Resources

Decision Making Books, Decision quing Magazines, Decision Making
Organizations Decision Making Events

Analytical Hierarchy Process (AHP)

is an approach to decision making that involves structuring multiple
choice criteria into a hierarchy, assessing the relative importance of
these criteria, comparing alternatives for each criterion, and
determining an overall ranking of the alternatives", as defined by
DSS Resources. Thomas Saaty developed the concept of AHP,
amongst other theories, an American mathematician working at the
University of Pittsburgh.

Bid No Bid Analysis

The bid/no-bid analysis is the assessment, whether quantitative,
qualitative, or both, of risks inherent to the choice of whether
submitting or not submitting an offer upon receipt of an invitation to
do so.

Decision-Making under Uncertainty

Welcome to the home page of the Decision-Making under
Uncertainty Multi-University Research Initiative: a multidisciplinary
research effort that brings together sixteen principal investigators
from Stanford University, the University of California (Berkeley, Davis,
Irvine, Los Angeles) and the University of lllinois at Urbana-
Champaign. The high level objective of this research effort is to:

 Develop methods and techniques for dealing with uncertainty in
all its manifestations; and

o Build research prototypes of decision aids that incorporate these
methods.

The decision aids will ultimately help decision makers in developing
plans and contingencies that are robust (degrade gracefully), are
easy to use, and have the greatest likelihood of success
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Research Concentration Areas: The Pls involved in this research
effort are addressing a variety of research topics, which include but
are not limited to the following

o Basic methods based on probability, decision and
utility theories

o Techniques for bounding the effect of missing
and /or incorrect information

o Trading time and space resources with certainty

o Fusing uncertain information of different kinds

 Real-time inference algorithms

o Hybrid dynamical systems N\

e Machine |earning a|gorithms S

« Causal reasoning N

e Problem structuring for optimal understanding . '
human decision makers

o Analysis and evaluation of courses of actions

« Cognitive aspects of interaction between human
decision makers and automated decision-aids

o Methods for evaluating the effectiveness of
automated decision aids

PROBLEMS IN DECISION-
MAKING

_—

Oit

1 Lack of information.

2 Caliber of person.

3 Personal interest of the decision-makers.

4 Decision environment
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Changing business environment.
Participation in Decision Making.
Time Factor

Communication barriers.

Variation in implementation.

Lack of proper follow upntation.
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