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The decision of a company which I will name it Company X is to either set up a large scale project where they need to purchase a new cooker, settle on small scale project and refurbish existing cooker or continue with the current project and have no payoffs. The type of project predicts the market size of products being produced. Company X should fist apply all the projects and review their performance before deciding to implement one. The project, which will create high demand with a possibility of the high-volume market, should be executed. The decision tree ensures that whatever the size of the market that will be created, the specific project will be able to cope with the demand (Ke, 2017). This theory applies to a large scale project. If the demand is high, the size of the firm will be proportionate to demand, and when demand is low, the firm will adjust to the demand. When the demand is low, the company will maintain production on a small scale project.
Steps of making a decision tree
A decision tree is a diagram that shows several outcomes from decisions made by an organization. It is used as a tool in research analysis and planning strategies of the company. Decision trees are easy to build, follow and understand (Rossman, 2017). The three main parts of the trees are the root nodes, leaves nodes, and the branches. The root node is the start point of the tree and both rot and leaves nodes to contain decisions to be made. The branches connect the two nodes providing answers (Song, 2015). Five main steps are included in the process of making a decision tree; they include:
Problem Identification
For Company X to make an effective decision, it has first to identify a problem and a solution. The problem should be identified to avoid solving a different problem from the one the company is facing. The problem should be specific to save time when finding a possible solution and decision. It s necessary that the decision made should lead the company to achieve its goals. Therefore the company’s goals should be SMARTER.
Information Gathering
Relevant information should be gathered regarding the performance of the company. Internal assessment is done to determine the success and failures of the company. From the information gathered, specific strategies will be set to achieve the company’s goals. Facts and statistics gathered should be applicable to all the three projects Company X wants to choose.
Alternatives Identifications
From all the information gathered, it becomes easier to identify possible solutions to the problem. During the decision-making process, there are many options to pick. In this case, the manager has two major options to pick. It is either a large scale project to be implemented, which requires more investment, or small scale project with fewer costs and payoffs.
Choose the alternative
After alternatives are identified, they are weighed for or against the organization’s objectives. At this stage, the decision on which projected to be executed is made. Choosing an alternative means the project that is chosen is weighed against competitors, and there is a possibility that the decision made will be successful.
Take a course of action
At this stage, the decision has been made, and it is time to act on it. The project is chosen, whether small, large or present, is acted. A plan is developed on how to achieve the alternative selected. After the implementation of the project, the decision could be reviewed for future references.
The decision tree is considered to be a tool of decision making that is used by the management of the company. A large scale project is suitable for the firm, but it is expensive since it requires a lot of resources. The payoffs are better. Therefore, there is a chance of having high profits after the project has been implemented. The company needs to establish a large scale project to exploit the first large product development in the market. The small scale project can be effective because it is relatively cheaper than the large scale projects. Although fewer resources are required in this project, low payoffs are expected. A small project is favorable but will be expensive once the demand is high because the expansion of the company will be necessary. Expansion in the future will make the project less effective and efficient to operate and more investments. Though the main aim of company X is to minimize cost, the manager may be in favour of small scale projects, but competitors may be tempted to move in the market, making the firm less productive. The last project of continuing with the last project is the cheapest alternative because there are no costs incurred, but there are no payoffs.
Case Analysis
The operation manager of a certain cereal producer Company X has three choices to make that will enhance the success of the company. The first choice is to establish a large scale project which requires a new cooker costing 3,750,000 Saudi Riyal. The advantage of this project is that it will increase revenue and has high payoffs. At 40%, there is a chance that revenue will increase to 9,375,000, and 60%the revenues will be 3,000,000. This scale project is essential if the market size is large, and there is a probability that demand will increase in the future. The second option is refurbishing an existing cooker, which makes the project less costly. This small scale project requires an investment of 1,875,000, which is less compared to the large scale project. There is possibility of payoffs of 3,750,000 and 1,875,000 at 30% and 70% respectively. Though the project is cost-friendly, there are low outcomes and payoffs, making the project less efficient for the company. Lastly, the option is continuing with the current project the company is undertaking. Although this project is the cheapest, it is less effective because there are no payoffs at all. For a business to grow, to needs to incur costs such as expansion cost to cater for the demand at a particular time.
Appendix I
	Details  
	Large Scale Project
	Small Scale Project
	Current project

	Payoffs
	High
	Low
	No

	@ 30%
	------
	3,750,000
	--

	@ 40%
	9,375,000
	--
	--

	@60%
	3,000,000
	--
	--

	@70%
	--
	1,875,000
	--
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Conclusion
From the decision tree, the best project to be implemented on a large scale because it has a high probability of high revenues both at 40% and 60%. Although a new cooker is expensive, it has a short time of payback period. The project is essential because it will have a large market size; hence, when demand will be high, the firm will be able to retain its customers. There will be no need for expansion, which is more costly because the firm size will be suitable for production. The advantage of having a large scale is that the firm will be proportionate whether demand increases or lowers (Sarmiento, 2019). A large scale project entails equipment with the latest technology, therefore, increasing the effectiveness of production in the company. When goods produced are of high efficiency, it means the products are of high quality, therefore, attract customers. The goods produced will meet the needs of consumers, improving their reputation and creating a good image of the company. The operational manager needs to understand the market and the needs of consumers — the cereal produced needs to be of good quality and quantity to enhance the success of the business. Customers are part of the key to the success of a company. With large scale projects, evaluated strategies would be implemented, thus avoiding failures in the company (Boyce, 2017). There are more opportunities presented and policies and procedures set to enhance the excellent performance of the business. With large scale projects, there will be employment stability and prestige; hence, the rate of unemployment reduces increases in economic growth and development.
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