
UNIT 2

DECISION MAKING

Meaning and Definitions of Decision Making:
One of the most important functions of a manager is to take
decisions in the organization. Success or failure of an organization
mainly depends upon the quality of decision that the managers take
at all levels. Each managerial decision, whether it is concerned with
planning, organizing, staffing or directing is concerned with the
process of decision-making.

A decision is a course of action which is consciously chosen from
among a set of alternatives to achieve a desired result. It means
decision comes in picture when various alternatives are present.

According to D. E. McFarland, “A decision is an act of choice –
wherein an executive forms a conclusion about what must not be
done in a given situation. A decision represents a course of behavior
chosen from a number of possible alternatives”.

According to Haynes and Massie, “a decision is a course of action
which is consciously chosen for achieving a desired result”.

According to R. A. Killian, “A decision in its simplest form is a
selection of alternatives”.

Characteristics of Decision-Making:

1. Goal-Oriented:
Decision-making is a goal-oriented process. Decisions are usually
made to achieve some purpose or goal. The intention is to move
‘toward some desired state of affairs’.

2. Alternatives:
A decision should be viewed as ‘a point reached in a stream of
action’. It is characterized by two activities – search and choice. The
manager searches for opportunities, to arrive at decisions and for
alternative solutions, so that action may take place. Choice leads to



decision. It is the selection of a course of action needed to solve a
problem. When there is no choice of action, no decision is required.

3. Analytical-Intellectual:
Decision-making is not a purely intellectual process. It has both the
intuitive and deductive logic; it contains conscious and unconscious
aspects. Part of it can be learned, but part of it depends upon the
personal characteristics of the decision maker. Decision-making
cannot be completely quantified; nor is it based mainly on reason or
intuition. Many decisions are based on emotions or instincts.

4. Dynamic Process:
Decision-making is characterized as a process, rather than as, one
static entity. It is a process of using inputs effectively in the solution
of selected problems and the creation of outputs that have utility.

5. Pervasive Function:
Decision-making permeates all management and covers every part
of an enterprise. In fact, whatever a manager does, he does through
decision-making only; the end products of a manager’s work are
decisions and actions. Decision-making is the substance of a
manager’s job.

6. Continuous Activity:
The life of a manager is a perpetual choice making activity. He
decides things on a continual and regular basis. It is not a one shot
deal.

7. Commitment of Time, Effort and Money:
Decision-making implies commitment of time, effort and money.
The commitment may be for short term or long-term depending on
the type of decision (e.g., strategic, tactical or operating). Once a
decision is made, the organisation moves in a specific direction, in
order to achieve the goals.

8. Human and Social Process:
Decision-making is a human and social process involving
intellectual abilities, intuition and judgment. The human as well as



social imparts of a decision are usually taken into account while
making the choice from several alternatives.

9. Integral Part of Planning:
As Koontz indicated, ‘decision making is the core of planning’. Both
are intellectual processes, demanding discretion and judgment.
Both aim at achieving goals. Both are situational in nature. Both
involve choice among alternative courses of action. Both are based
on forecasts and assumptions about future risk and uncertainty.

Types of Decision-Making:

1. Personal and Organizational Decisions:
Decisions to watch television, to study, or retire early are examples
of personal decisions. Such decisions, pertain to managers as
individuals. They affect the organisation, in an indirect way.
Organisational decisions are made by managers, in their official or
formal capacity. These decisions are aimed at furthering the
interests of the organisation and can be delegated. While trying to
deliver value to the organisation, managers are expected to keep the
interests of all stakeholders also in mind—such as employees,
customers, suppliers, the general public etc. they need to take
decisions carefully so that all stakeholders benefit by what they do

2. Individual and Group Decisions:
Individual decisions are taken by a single individual. They are
mostly routine decisions. Group decisions, on the other hand are
decisions taken by a group of individuals constituted for this
purpose (for example, Admission Committee of a College, Board of
Directors in a company). Group decisions, compared to individual
decisions, have far reaching consequences and impact a number of
persons and departments. They require serious discussion,
deliberation and debate.

3. Programmed and Non-Programmed Decisions:
A programmed decision is one that is routine and repetitive. Rules
and policies are established well in advance to solve recurring
problems quickly. For example a hospital establishes a procedure



for admitting new patients and this helps everyone to put things in
place quickly and easily even when many patients seek entry into
the hospital. Programmed decisions leave no room for discretion.
They have to be followed in a certain way. They are generally made
by lower level personnel following established rules and procedures.

Non-programmed decisions deal with unique/unusual problems.
Such problems crop up suddenly and there is no established
procedure or formula to resolve them. Deciding whether to take
over a sick unit, how to restructure an organisation to improve
efficiency, where to locate a new company warehouse, are examples
of non-programmed decisions.

4. Strategic, Administrative and Routine Decisions:
Strategic decision-making is a top management responsibility.
These are key, important and most vital decisions affecting many
parts of an organisation. They require sizeable allocation of
resources. They are future-oriented with long-term ramifications.
They can either take a company to commanding heights or make it a
‘bottomless pit’!

Administrative decisions deal with operational issues—dealing with
how to get various aspects of strategic decisions implemented
smoothly at various levels in an organisation. They are mostly
handled by middle level managers.

Routine decisions, on the other hand, are repetitive in nature. They
require little deliberation and are generally concerned with short-
term commitments. They ‘tend to have only minor effects on the
welfare of the organisation’. Generally, lower-level managers look
after such mechanical or operating decisions.

Process and Steps in Decision-Making:

In decision-making process steps normally refers to processes,
procedures and phases which are usually followed for better
decision.
According to Stanley Vance decision-making consists of
the following six steps:



1. Perception.
2. Conception.
3. Investigation.
4. Deliberation.
5. Selection.
6. Promulgation

1. Perception:
Perception is a state of awareness. In a man consciousness arises
out of perception. Consciousness gives tilt to the decision-making
process. The executive first perceives and then moves on to choose
one of the alternatives and thus takes a decision. Perception is,
therefore, an important and first step without which decisions
relating to any of the problems of the organisation cannot be taken.
Other steps follow “perception” is the first step in decision-making.

2. Conception:
Conception means designs for action or programme for action.
Conception relates to that power of mind which develops ideas out
of what has been perceived.

3. Investigation:
The investigation provides an equipment with the help of which the
manager tries to go ahead with a debate either in his mind
independently or with his co-workers.
But only perception and conception cannot offer the solution.
For solution investigation is to be carried out. Informations relevant
to a particular concept is to be sought, acquired and then analysed.
Relative merits and demerits of a different analysed concepts
should be measured. Alternative course of action is to be thought,
analysed and compared to. This needs investigation with which the
manager should be armed.

4. Deliberation:
Weighing the consequences of possible course of action is called
deliberation. The manager may either weigh the relative merits and
demerits and the following consequences in his own mind or share
his mental exercise with others to equip himself better. The



deliberations remove bias and equip the manager with different
ideas and alternatives and help him in arriving at a decision which
may safely be ascribed as good decision.

5. Selection:
Selection is an act of the choice which in management terminology
is known as decision. After deliberations one of the alternatives, the
best possible in the circumstances, is selected.

6. Promulgation:
Perception, conception, investigation, deliberation and lastly
selection will carry weight only when selected – the chosen
alternative, that is, the decision – is properly and timely
communicated to all those who are concerned and for whom the
decision is meant. Only proper promulgation will help its execution.

Elements of Decision-Making:
The following are the five important elements of decision-
making:
(1) Concept of good decision.
(2) Environment of decision.
(3) Psychological elements in decision.
(4) Timing of decision.
(5) Communication of decision.

(1) Concept of Good Decision:
The most important task before the manager of any enterprise is to
take a good decision. The objectives of an enterprise can be
achieved only by a good decision. A good decision is always
acceptable to all reasonable persons and is based on sound
judgement and factual informations.

(2) Environment of Decision:
The success and failure of the whole enterprise depends on the
nature; procedure and standard of a decision taken by its manager.
The organisational environment and formal structure decides the



relationship between units on the one hand and individuals on the
other.

(3) Psychological Elements is Decision:
Every manager takes decision on the basis of the given facts,
information and scientific analysis. But out of many alternatives his
choice falls on this element. It is this choice on which his
psychological impact is felt. In fact psychologically manager comes
closer to the choice and that is why he feels like choosing the one
which he feels is in the best interest of the whole enterprise.

(4) Timing of Decisions:
Decision if taken at a time when it is needed helps the management
in achieving the objectives more successfully. Any decision taken in
time obviously leaves a lasting impression on the minds of those
who are affected by the decision. The impact of the decision will
have lasting effect on the personnel of the enterprise and its effect
will be on the working of the enterprise.

(5) Communication of Decision:
The communication of decision is as important as taking of the
decision. Both go together. Decisions if not properly and timely
communicated carry no weight howsoever important or good they
may be. A good decision is based on scientific analysis of facts and is
taken and communicated when it is needed the most.

MIS ANDDECISIONMAKING PROCESS

MIS is a system providing management with accurate and timely
information. Such information is necessary to facilitate the decision-
making process and enable the organizations planning, control, and
operational functions to be carried out effectively. MISs increase
competitiveness of the firm by reducing cost and improving processing
speed. The power of technology has transformed the role of information
in a business firm. Now information has become recognized as the
lifeblood of an organization and without information, the modern
company is dead.



MIS and its organizational subsystems contribute to the decision making
process in many ways. Companies often make decisions regarding
operational improvements or selecting new business opportunities for
maximizing the company's profit. Companies develop a decision-making
process based on individuals responsible for making decisions and the
scope of the company's business operations. A useful tool for making
business decisions is a management information system. Historically,
MIS was a manual process used to gather information and funnel it to
individuals responsible for making decisions.



MIS may be viewed as a mean for transformation of data, which are used
as information in decision-making processes. The role of information in
decision making cannot be overemphasized. Effective decision making
demands accurate, timely and relevant information. MIS provides
accurate and timely information necessary to facilitate the decision-
making process and enable the organizations planning, control, and
operational functions to be carried out effectively.

MIS also plays the crucial role of providing a wide range of streamlined
options from which decision-makers are able to make their preferred
choices and this ensures that whatever choices are made by decision
makers, the outcome, more often than not, becomes positive. This, as a
matter of fact, is the reason why many decision makers tend to prefer
using MIS tools when making tough business choices. MIS as renowned
concept, having good decision choices guarantees viable decisions in our
businesses.
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