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Model of Decision Making
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Factors affecting decisions in
organizations

Organizational Level
*System complexity
*Time pressure
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Rational Decision Making Models

Select the Define
best alternative the problem

Evaluate Identify the
the alternatives decision criteria
Develop the

: Allocate weights
alternatives « to the criteria
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What kinds of assumptions do rational

theorists make?

* People are “rational”

* Use information optimally

* Driven by outcomes, consumption
* Framing does not matter

» People know their preferences, preferences do

not change
* Probabilities can be calculated
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Rational Decision Making Models

Select the Define
best alternative the problem

Evaluate Identify the
the alternatives decision criteria
Develop the

: Allocate weights
alternatives « to the criteria
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Example: your next meal
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Rational Decision Making Models

Select the You are

best option hungry
l ’ « Healthy
* Price

Evaluate * Distance
the options using * Time to obtain
reviews and criteria * What you previously ate
» Eating with others
‘ l * Food allergies

Price

Detem1ne all Healthy
options based on Distance
Yelp, GrubHub,
DoorDash, fridge

Rational Decision Making Outcome
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March & Simon’s Administrative Model

» Based on observations that people
* have limited skills
* are subject to cognitive biases
* rarely have accurate and complete information
* in short, assumes bounded rationality
« Satisficing decisions

» Select an acceptable solution

Take-aways

« Examined the context of decision making

* Introduced rational decision making
» Clear step-by-step process
* How you should make decisions
* Limitations

* Introduced March & Simon’s model

» People aren’t rational decision makers; instead
they are bounded rational and satisfice

» Describe how you make decisions
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