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Preface

This book was prompted by a suggestion from Bert King of the Office
of Naval Research that it would be useful to prepare a current state-of-
the-art paper. The paper rapidly grew into a book.

In many respects, I began the effort with a somewhat niave and limited
perspective about the state of the field since the seminal contributions of
March and Simon (1958) Cyert and March (1963) and Thompson (1967). This
was probably due to the fact that organizational decision-making has remain-
ed long on theory and short on controlled experimental evidence due to the
difficulties inherent in collecting such evidence. Nevertheless, the body
of theory that has emerged along with the modest amount of experimental
support for it is impressive.

The classical order, balance, and simple, one-way causal linkage of
problem generating search for solutions, then evaluation and choice, has
been replaced by a romantic view of organizational decision-making as a
disorderly, unbalanced, two-way process of mutual interaction among problem,
search and choice, in which contiguity of problems and solutions may be as
important as the causal expectations we have that problems result in search
efforts and search efforts result in evaluation and choice.

The book is intended for scholars and practicing managers interested in
the subject from both a scholarly and a practical point-of-view. The
expectation is that the scholar will find much food for thought as well as
specific ideas about the kinds of further research needed to increase the
confidence in our understanding of organizational decision processes. In
the same way, the hope is that practicing administrators and managers will
find important propositions about the subject which can be translated into
application in their own situations.

As can be seen by the large reference list, I am indebted to a wide
array of scholars for many of the ideas presented.

Particular appreciation is owed to Mrs. Mary Bean for typing the man-
uscript under trying conditions.

Bernard M. Bass
Binghamton, NY Acceson For
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CHAPTER 1

THE ORGANIATIONAL DECISION

What are the processes of organizational decision-making? What is

the state of theory and research in the area? What efforts are being

made to improve it? What is Inow. and what needs to be known? What are

the variables of consequence involved in the pathology of decision-making

in organizations? What can the practicing manager learn about it that

may help to improve his or her performance?

To answer these questions, we will explore among the organizational

antecedents and intermediate dvnamics to describe and understand effective

decisions made by individuals and groups who are embedded somewhere in an

organizational matrix. We will emerge with a substantive model of organ-

izational antecedents, location, focus, processes, and outcomes that

affect decision quality. Improvements will be sought by making the

organizational decision-making process more explicit. As we shall see,

manv of the approaches to such improvements are efforts, as the decision

process unfolds, to move to the surface of awareness among decision-

makers what now tends to lie at subconscious or deeper levels (Kast &

Rosenzweig, 1970).

Importance

Concentration on organizational decision-making is seen to be of

particular importance to furthering our understanding of organi:ational

behavior, in general. It is what holds organizations together and makes

them progress. The goals, tasks and choices determining the organization's

activities are highlighted, broadly illuminating the dvnamics of organ-

izational life (Cvert '4 March, 19o3. Furthermore, focus on organizational



Organizational Decision-Making

decision-making provides the meeting ground for concepts from economics,

quantitative methods and behavioral science (Dill, 1965).

There are many concepts and theories about the individual decis ion-

maker and about group decisions but those that are appropriate in the

organizational context remain mostly unverified and unapplied to improving

our understanding and management of organizational decision-making. Yet

so many of the really crucial events of this world are a consequence of

the organizational decision-making process rather than that of isolated

individual decision-making. It is impossible to attribute the U.S. -

Iranian hostage crisis decision-making solely to one Iranian or only to

President Carter or just to one short-lived occurrence. Hindsight review

suggests that the Iranians slipped by unintended incremental steps from

student demonstrations to militant kidnapping officially sanctioned by

the Iranian government. Jim Carter's decisions beginning with the Shah's

medical problems seem to have been strongly affected by a mix of medical

misinformation, pressure groups, and his oiwn personal predilictions (New

York Times, 1981). The Watergate coverup dynamics appeared to be accounted

for by (1) little immediate public concern; (2) the psychological homo-

geneity of the principal decision-makers, who shared an amoral view of the

situation and consequently a tendency to reinforce each others' misper-

ceptions; rind (3) an inadequate grasp of information by the decision-makers

of both the legal aspects of the situation and public opinion (Gouran,

1976). The delayed decisions by Detroit auto manufacturers to switch to

small auto production can only be understood in terms of consumer attitudes

toward the small car (fostered by a generation of advertising), the

gasoline crises, political support for continued low gasoline prices,
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differential profitability of small and large autos, short public memory,

and long lead times for investment turnarounds. Seeing the failure of

Detroit's decision-making during the 1970's as due to management Neander-

thalism was gross oversimplification of the organizational decision-making

problem. But the question that remains is whether understanding of better

organizational decision processes could have produced better decisions in

this situation.

Problems and Decisions

A problem exists requiring decision-making if there is a barrier

between a current and desired state of affairs. Something blocks reaching

a goal. Ordinarily, in organizational problems, the desired state is a

steady state.

If a deviance occurs and obstacles prevent return to the steady state,

a problem is perceived. Again, a problem arises if the organization cannot

automatically move from a current steady state to a more preferred one.

Organizational decision-making is problem solving where the problem

is sensed, solutions are sought, evaluated, and accepted or rejected for

authorization and implementation. The decisions refer to the judgements

directly affecting the courses of action involved in the problem. Although

problem-solving and decision-making are often used interchangeably, they

are not synonomous. Solving one problem may involve many decisions. (Shull,

Delberq & Cumings, 1970). However, smaller decisions may be encapsulated

in larger ones so the distinction may not be important.

Decisions are action-oriented. They are Judgement which directly

affect a course of action (Griffiths, 1958). But the decision process
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involves both thought and action culminating in an act of choice.

Thought-oriented decision-making can be defined in terms of information

acquisition, information processing and communication. The process then

is seen as a matter of widening or narrowing the decision-maker's set

(acCrimmons, 1974). On the other hand, action-oriented decision-making

defines it in terms of resource acquisition, resource allocation, and

commitment (Stricklin, 1966). The process is described as a widening or

narrowing of the decision maker's resource set. Both the information

processing and the resource processing modes are relevant when trying to

understand organizational decision-making.

In organizational decision-making, alternatives of choice are likely

to be complex and characterized by multiple attributes and multiple

objectives (Zeleny, 1981). Organizational decisional situations contain

at least two dilemas which must be solved simultaneously: the problem

itself; and a set of viable organizational arrangements, compatible with

the problem solution and the organizational interrelationships (Stricklin,

1966).

Fully programmed machines, or technical measurements of utility

followed by mechanical search, are excluded from consideration as organ-

izational decision-making.

"The technical measurement of utility, often employing
complex logical and mathematical tools, ... (may be
used to yield) an adequate measurement of net attract-
iveness i.e., if a single number evaluates each alter-
native, the decisio e beni licitly made and its
subsequent unravelmen i-s relatively trivial: find
the largest (or the smallest) number and select the
corresponding alternative. Thus, the technical pro-
blem of mechanical search has replaced the actual
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decision-making pr ss. No decision making has
taken place. Technical measurement, followed.-T
mechaca fsearch, des'ined to predic-themost
attractive alternative, haveTecomte substitutes
for decision-making and t--te'T--.eleny, 1981,
pp. 37-333).

In the same way, decisions may be fixated by habitual effects (Sin,

1960). Based on empirical analyses of decision processes, Feldman (1981),

for example, concluded that to the degree that observed behavior is con-

sistent with expectations, "it is noted and stored automatically. It is

only when a behavior departs from expectations, or when the task is some-

how changed, that conscious attention and recognition processes are en-

gaged" (p. 129).

Our fundamental task will be to examine the non-automatic decision

processes of discovery and diagnosis, innovation, search and evaluation,

choice, authorization, and implementation in the context of extra-organ-

izational, organizational, team and individual variables that modify the

process.

The Process

In the past half century, a variety of increasingly jaundiced views

have emerged of the organizational decision process as it is and as it

should be. The classical, clearly, perceived goals are now usually seen

as the exceptions rather than the rule. The classical requirement of

complete search is seen as infeasible, if not impossible. Classical choice

with complete information is seen as a chimera. A disorderly rather an

orderly process is discerned. Even means-ends logic is seen as only one

possibility. Ends may justify the means, not be a consequence of then.
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Means and ends may be linked because they happen to appear in the same time

and location. But it is not an either-or matter. Rather, we must deal

with the amount of order or disorder, sequencing or continguitv, complete-

ness or lack of completeness, and forward or backward linkages as variables

in designated decision processes in our search for regularities and gener-

alities.

As idealized by economists and classical. management theorists,

decision-making is a series of logical steps beginning with identifying

a goal, measuring the gap between the goal and the current state of affairs,

searching exhaustively for solutions, and choosing the single optimal

solution which maximizes benefits or minimizes costs. As first idealized

by behavorists, decision-making is an orderly beginning with the discovery

by the decision-maker of a discrepancy between the perceived state of

affairs and the desired state. This desired state is usually between an

ideal and a realistically-attainable state. Alternative actions are

selected or invented, usually just a few of what are possible. One of these

alternatives emerges as the action of choice followed by justification for

it; then its authorization and implementation. The process cycle is

completed with feedback about whether the action resulted in movement toward

the desired state of affairs. If the perceived and desired state of affairs

have not narrowed sufficiently, a new cycle is likely to coimmence.

Lindblom (19S9) and Soelberg (1967) put the emphasis on the recycling,

on the small incremental changes in the final choice, as successive alter-

natives are compared with an early favorite.

A person may be following some sort of generalized guidelines when
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making judgements in ill-structured problems, but he or she would probably

regard the experience as unique. However, Soelberg (1967) suggested that

an observer would see that:

The decision makers applied few special purpose rules when
arriving at their choice.

The decision makers might not be able to specify, in advance,
the nature of an ideal solution to their problem.

A nuber of the decision criteria that they wished to apply
were not operational before they tackled the problem.

Many of their choice alternatives were unknown when thebegan.

Information about the merits and consequences of alternatives
were not immediately available from the task environment.

Realistic pictures of the process were captured by Zeleny (1981) and

MacCrinmmon (1974):

"Decision making is a dynamic process: complex,
redolent with feedback and sideways, full of search
detours, information gathering, and information
ignoring, fueled by fluctuating uncertainty, fuzziness,
and conflict; it is an organic unity of both pre-
decision and postdecision stages of the overlapping
regions of partial decision making." (Zelengy, 1981,
p. 333)

"In real decision situations, one seldom observes... clear, step-by-step process ... Steps in the

process proceed simultaneously, some steps are skip-
ped steps are repeated... There are obvious inter-
actions, feedbacks, and cycles. Also, decision sit-
uations intermingle; decisions are imbedded in de-
cisions. All these complications are quite real
and usually quite rational." (MacCrimmon, 1974,
p. 446)

And a five year study of 25 strategic organizational decisions by

Mint:berg, Raininghani 5 Theoret (1976) concluded that:

"... a strategic decision process is characterized
by novelty, complexity, and openendedness, by the
fact that the organization usually begins with little
understanding of the decision situation it faces or
the route to its solution, and only a vague idea
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of what that solution might be and how it will be
evaluated when it is developed. Only by groping
through a recursive, discontinuous process involv-
ing many difficult steps and a host of dynamic
factors over a considerable Ipriod of time is a
final choice made. This is not the decision making
under uncertainty of the textbook, where alternatives
are given even if their consequences are not, but
decision making under ambiguity, where almost
nothing is given or easily determined." (Mintz-
berg et al, 1976, pp. 250-251).

Thus to the logical search directed by previous objectives, must be

added the possibility that alternative objectives may be discovered in the

process of search. Organizations that focus too narrowly on achieving only

present objectives miss opportunities of uncovering new and more important

objectives. Some organizational foolishness, search activity not justified

by Current objectives, is needed (March & Shapira, 1982).

Coming a full 130 0 from the classical, orderly, purposive, view of

organizational decision-making, March and Romelaer (1976) see that what may

be more important to the Process is the contiguity in time and place of

problems, available solutions, and decision-makers. They agree that the

organizational decision process tends toward the disorderly. Policies fail

to be implemented. Solutions seem to have vague links to problems.

"Decision-makers seem to wander in and out of decision arenas." Their

participation is erratic rather than continuous. Proximity to each

other of problems, solutions and decision-makers may be more important to

understanding a decision process than the logical means-to-satisfy-ends.

Contiguity is also an important consideration because many other organ-

izational events are occurring along with the decision process that m'ay

affect the process and be affected by it.

Decision processes offer the time and place to fulfill or violate
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role expectations and earlier committments; to define virtue and truth;

to examine what is happening to the organization; to declaim on what

justifies its actions; to distribute recognition and blame; to challenge

or reaffirm friendships and informal relationships; to discover and express

self-interest andorganizational interest and to obtain satisfaction from

participating in the process (March & Olson, 1976).

The loosely coupled actions of different decision units depends con-

siderably on these considerations of contiguity resulting in a "shifting

intermeshing of the demands on the attention and lives of the whole array

of actors." To appreciate what problems will draw attention and which

will be ignored becomes a matter of studying how attention is focused in

a situation of multiple and changing claims on attention.

Although logic (consistency), self-interest and organizational purpose

may underlie much of organizational decision-making, allowance must be made

for accidental and random causation in organizational decision-making in all

of its stages. Serendipitous discovery of problems and solutions are common.

A consideration may be initiated by two executives who happen to meet in

the corridor which ultimately may lead to decisions or actions by one or

another's organization which never would have occurred if they had not met.

Contingency planning must allow for the completely unexpected (Bass &

Ryterband, 1969).

It is suggested that coin tossing may be a sensible way to deal with

certain kinds of decisions about allocating available resources or about

schedules when there is no rational way to give more weight to one alter-

native than another. In the same way, lotteries may be a good way to make

distributive decisions; drawing straws, the best way to select a whipping boy.
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These iconoclastic views of the organizational decision process may

help to explain Stagner's (1966), Bing's (1971) and Mintzberg,Raisinghani

and Theoret's (1976) survey results.

Stagner's (1969) survey of 217 executives from 109 firms involved in

corporate decision-making concluded that rough estimates were made of

anticipated costs and profits which might result from a decision; that

company image often outweighed cost considerations; and that considerable

importance was placed on company traditions.

Despite the academic availability of a variety of complex optimization

routines for investment decisions, most financial executives surveyed by

(Bing, 1971) tended to use only the one or two most simple ones rather

than the more rigorous analytical procedures. Even with quantitatively-

trained-and-oriented project engineers in the aerospace industry, when

accuracy is critical and the customer is the Federal Government subjective

bases for decisions were mentioned over three times as frequently as

sophisticated methods of analysis such as PERT, linear progranming,

and other decision supports. Many never mentioned using any sophistocated

tools in making their important decisions.

Mintzberg, Raisinghani & Theoret (1976) called attention to six dis-

turbances in the 25 strategic decision processes they analyzed which

detracted from the ideal, orderly process of discovery-diagnosis-search-

design, evaluation/choice-authorization. These were interrupts, caused by

the environment, scheduling delays, timing delays and speedups due to the

decision-maker(s) and feedback delays, comprehension cycles, and failure

recycles inherent in the decision process itself.
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Interrupts caused changes in pace or direction of the decision

process and were due to meeting unexpected constraints, political impasses,

unexpected new options and discoveries. They were most commnon in high

pressure environments and public institutions.

Scheduling deay are due to the need to factor complex decisions

into manageable tasks. The managers, faced with a multiplicity of other

tasks, as well, introduce scheduling delays to attend to them.

Feedback delays were due to the need to await the results of previous

steps and the reaction to themr.

Timing delays and speedups are frequent. As Martin & Sims (1956) have

noted, managers may time their announcements to when they believe they

are likely to do the most good. Managers may purposely speed up or delay

a decision process to take advantage of special situations, to await support,

to mesh actions with other activities, to bring about surprise, or merely

to gain time. Managers try to time the initiation of decisions to facilitate

their smooth execution.

Where competitiveness, distrust and disagreement are high, a greater

incidence of timing speedups and delays are expected. In crisis decisions,

Schwartzman (1971) found that managers used delaying tactics of stalling,

bluffing, or finding temporary solutions to reduce pressures.

Comprehension cycling back to earlier phases in the decision process

is seen as the norm. The manager

"1may cycle through a maze of nested design and
search activities to develop a solution; during
evaluation, he may cycle to understand the con-
sequences of alternatives; he may cycle between
development and investigation to understand the
problem he is solving (Diesing, 1967); he may
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cycle between selection and development to reconcile
goals with alternatives, ends uith means. The most
complex and novel strategic decisions seem to involve
the greatest incidence of comprehension cycles"
(Mintzberg, Raisinghani & Theoret, 1976, p. 265).

Failure recycles are observed. Faced with the inability to find an

acceptable solution, the decision-makers may delay further consideration

or change criteria. Unable to defeat the stronger British Navy outright,

with the Dutch fleet that was available John de Witt adjusted his goals to

suit his means (Rowen, 1978). Mintzberg et al found typically that

organizations faced with failure to find or design an acceptable solution

cycled back to the development phase. The decision processes either re-

turned to a special design branch to remove a constraint, developed a new

solution or modified an existing one. Sometimes, a previously rejected

alternative was reintroduced under the new conditions. Faced with failure

of a solution, decision makers try to remove constraints, modify the solution,

develop a new solution or accept what was previously unacceptable as a

solution to the problem, adjusting the criteria of acceptance.

The Unit

The decision-making unit can be a fully prograned machine, a man-

and-machine, a small face-to-face group, a comittee, a task force, or a

project team embedded in a larger formal organization of such units. As

the unit is part of an organization, the unit's decision, whether the unit

is a machine, an individual, or committee, is subject to organizational con-

straints. Such constraints are requirements or limitations imposed (or

perceived) on the focal unit's decision making. The constraints may arise

from the organization's envirornent, goals, policies, the behavior of other
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units in the organization or individual attributes within the unit.

Organizations imply a charter, implicit or explicit, and norms and

roles that transcend the composition of any single decision-making unit.

Persistent conunication patterns exist between the decision-making units

of the organization. The character of such networks also strongly affect

the unit and the cascade of decision-making occurring for the organization

as a whole.

Within the organizations as a whole, numerous units are involved in

decision-making to accomplish the organization's objectives. But a decision

made by a particular unit may comnit the entire organization to a certain

course of action. More often decisions committing the organization are made

by several units, are reviewed at several levels in the formal structure,

and eventua-lv are authorized by the chief executive or the top administrator

(Carter, 1971).

The Supervisor as Decision-Making Unit. When the decision-making unit is

an individual supervisor, operating as a member of a formal organization,

he (or she) is faced with a bipolarity of aims as old as civilization. Is

Man inherently evil and in need of control by higher level decision-making

so he can do good? Or, is Man inherently good needing organizational

autonomy to self-actualize so that control by higher authority is likely

to inhibit Man from accomplishment (McGregor, 1960).

Closely related are the dilemmas in locus and focus of supervisory

decision-making. Will the locus for making the decision be the supervisor

as in directive supervision or in the subordinate as in participative super-

vision? Will the focus be on the work to be done, productivity, the task at
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hand or will it be on the subordinate's needs and satisfcations? Much of

the answer will depend on organizational antecedents and consequences (Bass,

1981).

The Cascade. Based on dissatisfaction with his current location, the army

commnander decides to cross a stream. Subordinates recommnend where to cross.

The commnander authorizes the crossing. Or, as a consequence of stoppages

and breakdowns, a lower level management committee agrees on the need for

new equipment. They next convince a higher level manager who authorizes

the expenditure. In each instance, the organizational decision is said to

be cascading or multi-staged. This is usually hut not always the case when

the decision units are embedded in a formal organization.

Thus, ordinarily, more than one decision-making unit is sequentially

involved in the process fran onset to completion. Krouse (19712) constructed

a model whose key aspect was the explicit treatment of the decision-making

concept as a sequence of choices by which the organization makes a commit-

ment to tentative resource allocations, then enacts experiments to gather

information for future decision-making. The organization, in this sequential

process, revises its decisions and policy goals, rather than as convention-

ally implied by the single-step analysis. It is a sequence of adaptive moves.

Ordinarily, what culminates in the decision made by, say the firm's

President, is likely to have been the acctumulation of many decisions by many

people in the organization. According to Rice and Bis hoprick (1971),

it is useful to conceive an organizational decision as actually a conclusion.

The conclusion is based on a premise or a ntumber of premises which in turn

are based on information received by particular decision units through their

communication channels. A decision of one unit may be the decision premise
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of another. Hence there is a growth from many smaller decisions serving

as premises for larger decisions, until the final decision takes place.

The flow follows functional rather than hierarchical channels.

The organizational decision usually involves an upper management

with problems arising fron organizational objectives and from feedback

from operations and the environment. The management is responsible for

planning, direction coordination, and control of lower management. Lower

management, in turn, is responsible for planning, direction, monitoring,

and control of operations. Such operations generate problems in the flow

in supplies to be transformed into outputs of goods and services. Feedback

is obtained on whether objectives are being met (Shull, Delbeq & Cummings,

1970).

Ill-Structured Rather Than Well-Structured Problems

It should be clear that we are dealing here with ill-structured

problems that do not lend themselves to easily programmed decisions rather

than well-structured problems that can be easily programmed.

The usual way of making decisions for dealing with ill-structured

problems has been by "seat of the pants" judgement, intuition, and ex-

perience. Managers have trouble explaining what techniques they use in

making these decisions because they are not consciously aware of how they

make them. Executive "intuition" is a very illusive decision-making

technique (Luthans. 1973). According to Simon (1958), well-structured pro-

blems can be formulated explicitly and quantitatively. As a consequence,

they then can be solved by known and feasible computational techniques. For

ill-structured problems, the essential variables are symbolic or verbal


