Fundamentals of Organizational Behaviour

Key Concepts, Skills and Best Practices


CHAPTER 6

DECISION MAKING AND ETHICS

Learning Outcomes

· Compare and contrast the rational model of decision-making and the bounded rationality model.

· Explain the model of decision-making styles and the stages of the creative process.

· Explain how participative management affects performance.

· Contrast brainstorming, the nominal group technique, the Delphi technique, and computer-aided decision-making.
· Specify at least four actions managers can take to improve an organization’s ethical climate.
I. MODELS OF DECISION MAKING
A. The Rational Model – proposes that managers use a rational, four step sequence when making decisions:

1. Identifying the problem exists when the actual situation and the desired situation differ.

2. Generating solutions – for repetitive and routine decisions such as deciding when to send customers a bill, alternatives are readily available through decision rules.

3. Selecting a solution – choose the alternative with the greatest value.

4. Implementing and evaluating the solution – assess its effectiveness.

5. Summarizing the rational model - this model is based on the premise of optimizing or choosing the best possible solution.

B. Bounded Rationality Model - bounded rationality represents constraints that restrict decision-making.  This model suggest that decision-making is characterized by:
1. Limited information processing because of bounded rationality.
2. Judgmental heuristics - represent rules of thumb or shortcuts that people use to reduce information-processing demands.  There are two common categories of heuristics that are important to consider:

a. Availability heuristic represents a decision-maker’s tendency to base decisions on information that is readily available in memory

b. Representativeness heuristic is a tendency to assess the likelihood of an event occurring based on impressions about similar occurrences.
3. Satisficing is choosing a solution that meets a minimum standard of acceptance.

II. DYNAMICS OF DECISION MAKING
A. Personal Decision-Making Styles (See Figure 6-1, page 118)
A personal decision-making style is based on the idea that styles vary along two different dimensions: value orientation and tolerance for ambiguity.

· Value orientation reflects the extent to which an individual focuses on either task and technical concerns or people and social concerns when making decisions.
· Tolerance for ambiguity indicates the extent to which a person has a high need for structure or control in his or her life.

Four styles of decision-making:

1. Directive -- a low tolerance for ambiguity and are oriented toward task and technical concerns when making decisions.
2. Analytical –a much higher tolerance for ambiguity and is characterized by the tendency to overanalyze a situation.
3. Conceptual –a high tolerance for ambiguity and tend to focus on the people or social aspects of a work situation.
4. Behavioural – works well with others and enjoys social interactions in which opinions are openly exchanged.
B. Escalation of Commitment
1. Escalation of commitment refers to the tendency to stick to an ineffective course of action when it is unlikely that the bad situation can be reversed.  Research shows that individuals tend to:

a. bias facts so that they support previous decisions
b. take more risks when a decision is stated in negative terms (to recover losses)
c. get too ego-involved with the project

2. Reducing Escalation of Commitment
a. Set minimum targets for performance
b. Have different individuals make initial and subsequent decision.
c. Encourage decision makers to become less ego-involved with a project.
d.  Provide more frequent feedback about project completion and costs.
e. Reduce the risk or penalties for failure.
f. Make decision makers aware of the costs of persistence.
III. CREATIVITY
Process of developing something new or unique
A. Stages of Creativity

1. Preparation stage reflects the notion that creativity starts from a base of knowledge.
2. Concentration stage focuses on the problem at hand.
3. Incubation stage is done unconsciously as people engage in daily activities while their minds simultaneously mull over information and make remote associations.
4. Illumination occurs when the remote associations made in the incubation stage are ultimately generated in this stage.
5. Verification stage entails going through the entire process to verify, modify, or try out the new idea.
B. Improving Organizational Creativity and Innovation (See Table 6-1, page 122)
1. Develop an environment that supports creative behaviour
2. Encourage employees to be more open to new ideas and experiences
3. Foster their creativity
4. Allow employees to have fun and play around
5. Treat errors and mistakes as opportunities for learning
6. Avoid using a negative mindset when an employee approaches you with a new idea
IV. GROUP DECISION MAKING
A. Advantages and Disadvantages of Group Decision Making (See Table 6-2, page 123 for pros & cons of group decision making)
1. Once managers have determined the extent to which the advantages & disadvantages apply to the decision situation, the following guidelines may be applied to help decide whether groups should be included in the decision-making process:
a. If additional information would increase the quality of the decision, managers should involve those people who can provide the needed information
b. If acceptance is important, managers need to involve those individuals whose acceptance and commitment are important.
c. If people can be developed through their participation, managers may want to involve those whose development is most important
2. Groupthink - occurs when members of a cohesive group strive for unanimity to the extent that it overrides their motivation to realistically appropriate alternative courses of action.  
a. There are eight classic symptoms of groupthink:
(i) Invulnerability

(ii) Inherent morality
(iii) Rationalization
(iv) Stereotyped view of opposition
(v) Self-censorship
(vi) Illusion of unanimity
(vii) Peer pressure
(viii) Mindguards
b. How to prevent groupthink:

(i) Every member of the group should be assigned the role of critical evaluator

(ii) Top-level executives should not use policy commitment to rubber-stamp decisions that have already been made

(iii) Different groups with different leaders should explore the same policy questions

(iv) Subgroup debates and outside experts should be used to introduce fresh perspectives

(v) Someone should be given the role of devil’s advocate

(vi) Once a consensus has been reached, everyone should be encouraged to rethink their position to check for flaws
3. Group versus Individual Performance
a. Relevant research indicates that group performance is superior to the performance of the average individual

b. However, some additional research suggests that managers should use a contingency approach when determining whether to include others in the decision-making process

(i) If decisions occur frequently, use groups because they tend to make more consistent decisions than individuals

(ii) Given time constraints, let the most competent individual decide

(iii) Because the quality of communication strongly affects group productivity, on complex tasks it is essential to improve communication effectiveness
B. Participative Management 

1. Involving employees in various forms of decision making by having them play a direct role in:

a. setting goals

b. making decisions

c. solving problems

d. making changes in the organization

2. Participative Management is predicted to increase motivation because it helps employees fulfill three basic needs:
a. autonomy

b. meaningfulness of work

c. interpersonal contact

3. Research and Practical Suggestions for Managers
a. Participative management can significantly increase employee: 
(i) Job involvement

(ii) Organizational commitment

(iii) Creativity

(iv) Perceptions of procedural justice & personal control
b. Participative management is not a quick fix for low productivity & motivation and should not be used unless interactions between managers and employees foster cooperation and respect
C. Group Problem-Solving Techniques

Consensus is reached when all members can say they either agree with the decision or have expressed their opinion and were unable to convince the others of their viewpoint and have agreed to support the outcome.  Groups can experience roadblocks when trying to reach consensus, and some group problem-solving techniques have been developed to reduce these roadblocks:
1. Brainstorming – used to generate multiple ideas and alternatives for solving problems.

Managers are advised to follow four rules for brainstorming:

a. Stress quantity over quality.
b. Freewheeling should be encouraged; do not set limits.
c. Suspend judgment.
d. Ignore seniority.

2. The Nominal Group Techniques (NGT) helps groups generate ideas and evaluate and select solutions.

3. The Delphi Technique is a group process that anonymously generates ideas or judgments from physically dispersed experts.

4. Computer-Aided Decision-Making reduces consensus roadblocks while collecting more information in a shorter period of time. 

Two types of computer-aided decision making systems:

· Chauffeur driven – managers can use e-mail systems or the internet to collect information or brainstorm about a decision that must be made.

· Group driven are conducted in special facilities equipped with individual workstations that are networked to each other.
V. FOSTERING ETHICAL DECISION MAKING
A. Model of Ethical Behaviour (See Figure 6-2, page 129)
1. Individual influence

2. Cultural influence

3. Organizational influence

4. Political/legal/economic influences

B. Three Criteria for Ethical Decision Making

1. Concern for individual rights
2. Concern with distributive justice

3. Utilitarianism, concern about ensuring the greatest good for the greatest number of people

C. How to Improve the Organization’s Ethical Climate
1. Behave ethically yourself

2. Screen potential employees

3. Develop a meaningful code of ethics

4. Provide ethics training

5. Reinforce ethical behaviour

6. Create specific positions in the organization to deal with ethics
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