THE MANAGER AS A DECISION MAKER (PART 3)

The nature of managerial decision making

The decision-making process is either programmed or non-programmed, regardless of the specific decisions that managers make (Simon, 1977)
. Programmed decision making is a routine, virtually automatic process. Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur. For instance, programmed decision making takes place when a school principal asks the school board to hire a new teacher whenever student enrolment increases by 40 students; when a manufacturing supervisor hires new workers whenever existing workers’ overtime increases by more than 10 percent; and when an office manager orders a certain amount of basic office supplies whenever the inventory of supplies on hand drops below a certain level. This decision making is called programmed because managers do not need to repeatedly make new judgments about what should be done. They can rely on long-established decision rules. Most decision making that relates to the day-to-day running of an organisation is programmed decision making. Programmed decision making occurs when managers have the information they need to create rules that will guide decision making. For instance, there is little/no ambiguity involved in assessing when the stockroom is almost becoming empty and as such, making a rule that more inputs be ordered when the stockroom is three-quarters empty.  
Suppose, however, that managers are not at all certain that a course of action will lead to a desired outcome. Or, in even more ambiguous terms, suppose managers are not even clear about what they are really trying to achieve. Obviously, rules cannot be developed to predict uncertain events. Non-programmed decision making is required for these non-routine decisions. Non-programmed decisions are made in response to unusual opportunities and threats. Non-programmed decision making occurs when there are no ready-made decision rules that managers can apply to a situation. Rules do not exist because the situation is unexpected or uncertain, and managers lack the information they need to develop rules to cover it. For example, options to invest in a new technology, develop a new product, launch a new promotional campaign, enter a new market, expand internationally or restructure an organisation or function are non-programmed decisions.

So how do managers make decisions in the absence of decision rules? They may rely on their intuition or reasoned judgment. Intuition involves feelings, beliefs and premonitions that come readily to mind, require little effort and information gathering and result in on-the-spot decisions (Kahneman, 2002
; Jaffe, 2004
). Reasoned judgment is a decision that takes time and effort to make and results from careful information gathering, generation of alternatives and evaluation of alternatives. ‘Exercising’ one’s judgment is a more rational process than ‘going with’ one’s intuition. However, both intuition and judgment often are flawed, and can result in poor decision making. The reasons for this will be discussed in the part 4 of this series. The likelihood of error is much greater in non-programmed decision making than in programmed decision making. Non-programmed decision making is inherently challenging and causes the most problems for managers.

Sometimes managers have to make rapid decisions and do not have the time for careful consideration of the issues involved; or they lack the necessary information to make reasoned judgment. They must rely on their intuition to respond quickly to a pressing concern; decisions made in emergency situations entailing high uncertainty, high risk and rapidly changing conditions.
 On other occasions, managers do have the time available to make reasoned judgments but there are no established rules to guide their decisions, such as when deciding whether or not to proceed with a proposed merger. Regardless of the circumstances, making non-programmed decisions can result in effective or ineffective decision making. Managers have to be on their guard to avoid being over-confident in decisions that result from their intuition and reasoned judgment. The part 4 of this series will look at some models of the decision-making process that help reveal many of the assumptions, complexities and pitfalls that affect decision making.
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