THE MANAGER AS A DECISION MAKER (PART 2)

Information is key

Decision making cannot be effective in an information vacuum: to make effective decisions, managers need information, from both inside the organisation and from external stakeholders. When deciding how to price a product, for example, marketing managers need information about how consumers will react to different prices. They need information about unit costs because they do not want to set the price below the cost of production. And they need information about competitive strategy, since pricing strategy should be consistent with an organisation’s competitive strategy. Some of this information will come from outside the organisation (for example, from consumer surveys) and some from inside the organisation (information about unit production costs will come from manufacturing). Managers’ ability to make effective decisions thus rests on their ability to acquire and process information.

Regardless of their functional area, all managers have to make decisions about common matters such as what performance evaluation to give to a subordinate for instance. Some specific functional decisions too must be made such as: The marketing manager must decide what price to charge for a product, what distribution channels to use and what promotional messages to emphasise. The manufacturing manager must decide how much of a product to make and how to make it. The purchasing manager must decide from whom to purchase inputs and what inventory of inputs to hold. The human relations (HR) manager must decide how much employees should be paid, how they should be trained and what benefits they should be given. The engineering manager must make decisions about new product design. Senior managers must decide how to allocate scarce financial resources among competing projects, how best to structure and control the organisation and what business-level strategy the organisation should be pursuing.

Secondly, to achieve control over any organisational activity, managers must have information. Managers achieve control over organisational activities by:

1) Establishing measurable standards of performance or goals;

2) Measuring actual performance;

3) Compare actual performance against established goals; and

4) Evaluate the result and take corrective action if necessary (Child, 1984)
.

These four steps are taking as the process whereby managers regulate how efficiently and effectively an organisation and its members are performing the activities necessary to achieve their organisational goals. These can not be achieved without acquiring the necessary information. To acquire information, managers often rely on Information Technology. For example, a package delivery company may establish a delivery goal to deliver 95 percent of the packages it picks up by noon the next day. The company may have many branch offices that co-ordinate the pickup and delivery of packages in a particular region. To monitor the delivery performance of these branch offices on a regular basis, the regional manager needs to know how many of each branch’s packages are being delivered by noon. Packages to be shipped may be scanned with a hand-held scanner by the driver who first picks them up. The pickup information is sent by a wireless link to a central computer at the regional office. The packages are scanned again by the van driver when they are delivered. The delivery information is also transmitted to the central computer. By accessing the central computer, a regional manager can quickly find out not only what percentage of packages have been delivered by noon of the day after they were picked up but also how this information breaks down on a branch-by-branch basis; if he finds that the 95 percent goal is not being attained, he can determine why and take corrective action if necessary.

Lastly, to achieve high level of co-ordination, managers need information about which supplier is producing what, when it is to be produced and when it is to be delivered. Managers also need this information so that they are able to track the delivery performance of suppliers against expectations and receive advance warning of any likely problems. To meet these needs, managers may establish a computer-based information system that links their company to all their suppliers and can track the flow of a large variety of inputs through the production process.
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