Good information systems and active
problem seeking can help managers get
on top of crisis situations. Good prepara-
tion helps as well; there’s no need to wait
for crises to hit before figuring out how to
best deal with them. Managers can be
assigned to crisis management teams
ahead of time, and crisis management
plans can be developed to deal with vari-
ous contingencies. Just as police depart-
ments and community groups plan ahead
and train to handle civil and natural disas-
ters, managers and work teams also can
plan ahead and train to deal with organi-
zational crises. Many organizations offer
crisis management workshops that
address issues like the rules shown in the

Problem Sdlving and Managerial Decisions

i Six Rules for Crisis Management

|
|

1. Figure out what is going on—Take the time to understand what's happening
and the conditions under which the crisis must be resolved.

2. Remember that speed matters—Attack the crisis as quickly as possible,
trying to catch it when it is as small as possible.

3. Remember that slow counts, too—Know when to back off and wait for a
better opportunity to make progress with the crisis.

4. Respect the danger of the unfamiliar—Understand the danger of all-new
territory where you and others have never been before,

5. Value the skeptic—Don't look for and get too comfortable with agreement;
appreciate skeptics and let them help you see things differently.

6. Be ready to fight fire with fire’—When things are going wrong and no one
seems to care, you may have to start a crisis to get their attention.

nearby box. The intent of these programs is to prepare managers for unexpected
high-impact events that threaten an organization’s health and well-being.

Problem-Solving Environments

Figure 7.3 shows that problems must be solved in three different decision conditions or
environments—certainty, risk, and uncertainty. Although managers have to make decisions
in each of these environments, the conditions of risk and uncertainty are common at higher
levels of management where problems are more complex and unstructured.

Certain Environment

‘The most favorable decision situation for a manager or team leader is to face a problem in a
certain environment. This is an ideal decision-making situation because full and com- A certain environment offers complete
plete factual information is available about possible alternative courses of action and their information on possible action alterna-

outcomes. The decision maker's task is simple: Study the alternatives and choose the best

tives and their consequences.

solution. Certain environments are nice, neat, and comfortable for decision makers. How-
ever, very few managerial problems are like this.

Certain environment
Alternative courses of action and their
outcomes are known to decision maker.

Alternative 1 —p Outcome A
Problem Alternative 2—p Outcome B
Alternative 3—p Outcome C
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Risk environment Uncertain environment
Decision maker views alternatives and their Decision maker doesn't know all alternatives
outcomes in terms of probabilities. and outcomes, even as probabilities.
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FIGURE 7.3 Three environments for problem solving and decision making.
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FIGURE 7.4 Steps in the decision-making process.

action, (4) implement the decision, and (5) evaluate results.”’ Importantly, ethical reasoning
should be double-checked in all five steps. The decision-making process can be understood
within the context of the following short case.

The Ajax Case. On December 31, the Ajax Company decided to close down its Murphys-
boro plant. Market conditions were forcing layoffs, and the company could not find
a buyer for the plant. Some of the 172 employees had been with the company as long as
18 years; others as little as 6 months. All were to be terminated. Under company policy,
they would be given severance pay equal to one week’s pay per year of service.

This case reflects how competition, changing times, and the forces of globalization can take
their toll on organizations, the people who work for them, and the communities in which they
operate. Think about how you would feel as one of the affected employees. Think about how
you would feel as the mayor of this small town in Illinois. Think about how you would feel as a
corporate executive forced to make the difficult business decision to close the plant down.

Step 1—Identify and Define the Problem

The first step in decision making is to find and define the problem. Information gathering
and deliberation are critical in this stage. The way a problem is defined can have a major
impact on how it is resolved, and it is critical here to clarify exactly what a decision should
accomplish. The more specific the goals, the easier it is to evaluate results after the decision
is actually implemented. But, three common mistakes can occur in this critical first step in
decision making.*®

Mistake number one is defining the problem too broadly or too narrowly. To take a classic
example, the problem stated as “build a better mousetrap” might be better defined as “get rid
of the mice” Managers should define problems in ways that give them the best possible
range of problem-solving options.

Mistake number two is focusing on symptoms instead of causes. Symptoms are indicators
that problems may exist, but they shouldn't be mistaken for the problems themselves.
Although managers should be alert to spot problem symptoms (e.g. adrop in performance),
they must also dig deeper to address root causes (such as discovering that workers need
training in the use of a new IT system).

Mistake number three is choosing the wrong problem to deal with at a particular point in
time. For example, which of these three problems would you address first on a busy work-
day? 1—An e-mail message from your boss requesting a proposal “as soon as possible” on
how to handle employees’ complaints about lack of flexibility in their work schedules.
2—O0ne of your best team members has just angered another by loudly criticizing her work
performance. 3—Your working spouse has left you a voice mail that your daughter is sick at
school and the nurse would like her to go home for the day. Choices like this are not easy. We
have to set priorities and deal with the most important problems first. Perhaps the boss can
wait while you telephone the school to learn more about your daughter’s illness and then
spend some time with the employee who seems to be having “a bad day”
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alternative is convenient doesn't make it the best. It may well have less potential than others
that might be discovered with the right approach and adequate time commitment.
Decisions often have unintended consequences in the form of unanticipated positive
or negative side effects. If alternatives are given proper attention, some of these could be
identified ahead of time and their implications used to modify and strengthen a decision.
A growing number of states and localities, for example, are passing minimum wage laws
higher than federal standards. Although the intent is to help low-wage workers fight poverty
and cope with living costs, unintended consequences have appeared as affected employers
struggle to maintain profits in face of higher labor costs, On the positive side, the higher
wages have sometimes driven innovation—for example, a Carl’s Jr. owner in California now
filters shortening more frequently to extend its life and save costs. On the negative side, the
higher wages have sometimes caused layoffs and reduced work hours—for example, a White
Castle owner in Illinois eliminated two jobs to protect profit margins without raising prices.”’
One way to strengthen the search for alternatives is to actively seek consultation and the
involvement of others. Adding more people to the process helps brings new perspectives and
information to bear on a problem, generates more alternatives for consideration, reveals more
about the possible consequences of the alternatives, and can result in a chosen course of
action that is better for everyone involved in—and potentially affected by—the decision.
Another way to strengthen the search for alternatives is to put each through a systematic and
rigorous cost-benefit analysis. This compares what an alternative will cost in relation to what
it will return in respect to expected benefits. At a minimum, the benefits of an alternative
should be greater than its costs to stay in consideration. And, it should also be ethically sound.

Back to the Ajax Case. The Ajax plant is going to be closed. Given that, the possible alter-
native approaches that can be considered are (1) close the plant on schedule and be done
with it; (2) delay the plant closing until all efforts have been made to sell it to another
firm; (3) offer to sell the plant to the employees and/or local interests; (4) close the plant
and offer transfers to other Ajax plant locations; or (5) close the plant, offer transfers, and
help the employees find new jobs in and around the town of Murphysboro.

Step 3—Choose a Preferred Course of Action

This is the point where an actual decision is made to select a preferred course of action. Just
how this choice occurs and who makes it must be successfully resolved in each problem
situation. Management theory recognizes rather substantial differences between the classi-
cal and behavioral models of decision making as shown in Figure 7.5.

Classical Decision Model

The classical decision model views the manager as acting rationally in a certain world. The
assumption is that a rational choice of the preferred course of action will be made by a decision
maker who is fully informed about all possible alternatives. Here, managers face a clearly defined
problem and know all possible action alternatives, as well as their consequences. As a result,
managers make an optimizing decision that gives the absolute best solution to the problem.

=

Classical Model Behavioral Model

* Structured problem

* Clearly defined

* Certain environment

* Complete information

¢ All alternatives and
consequences known

Optimizing Decision
Choose absolute best
among alternatives

* Unstructured problem

* Not clearly defined

* Uncertain environment

* Incomplete information

* Not all alternatives and
consequences known

Rationality
Acts in perfect world

Manager as
decision maker

Bounded rationality
Acts with cognitive limitations

Satisficing Decision

Choose first
“satisfactory” alternative

Unintended consequences are
unanticipated positive or negative side
effects that result from a decision.

Cost-benefit analysis involves com-
paring the costs and benefits of each
potential course of action.

The classical decision model describes
decision making with complete
information.

An optimizing decision chooses the
alternative giving the absolute best
solution to a problem.

FIGURE 7.5 Differences in the
classical and behavioral decision-
making models.
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determination and creativity to arrive at a decision, they also need the ability and willing-
ness to implement it.

Difficulties encountered when decisions get implemented may trace to lack-of-
participation error. This is a failure to adequately involve in the process individuals whose
support is necessary to put the decision into action. Managers who use participation wisely
get the right people involved in problem solving from the beginning. When they do, imple-
mentation typically follows quickly, smoothly, and to the satisfaction of all stakeholders.

Back to the Ajax Case. Ajax ran ads in the local and regional newspapers. The ad called
attention to an "Ajax skill bank” composed of “qualified, dedicated, and well-motivated
employees with a variety of skills and experiences.” Interested employers were urged to
contact Ajax for further information.

Step 5—Evaluate Results

The decision-making process is not complete until results are evaluated. If the desired out-
comes are not achieved or if undesired side effects result, corrective action should be taken.
Evaluation is a form of managerial control. It involves gathering data to measure perfor-
mance results and compare these results against established goals. If results are less than
what was desired, it is time to reassess and return to earlier steps. In this way, problem
solving becomes a dynamic and ongoing activity within the management process. Evalua-
tion is always easier when clear goals, measurable targets, and timetables are established at
the outset of the process.

Back to the Ajax Case. How effective were Ajax’s decisions? We don't know for sure. But
after the advertisement ran for two weeks, the plant’s industrial relations manager said:
“Tve been very pleased with the results” That's all we know, and more information would
certainly be needed for a good evaluation of how well management handled this situa-
tion. Wouldn't you like to know how many of the displaced employees got new jobs
locally and how the local economy held up? You can look back on the case as it was
described and judge for yourself. Perhaps you would have approached the situation and
the five decision making steps somewhat differently.

At All Steps—Check Ethical Reasoning

Each step in the decision-making process can and should be linked with ethical reasoning.”
The choices made often have moral dimensions that might easily be overlooked. For exam-
ple. job eliminations in the prior Ajax case might not be sufficiently considered for their
implications on all stakeholders, including the affected persons, their families, and the local
community. We sometimes have to take special care to stay tuned into virtues—things like
fairness, kindness, compassion, and generosity—and guard against vices—things like greed,
anger, ignorance, and lust.*

One way to check ethical reasoning in decision making is to ask and answer pointed
questions that bring critical thinking into the process. Gerald Cavanagh and his associates,
for example, suggest that a decision should test positive on these four ethics criteria.’’

L. Utility—Does the decision satisfy all constituents or stakeholders?
2. Rights—Does the decision respect the rights and duties of everyone?
3. Justice—TIs the decision consistent with the canons of justice?

4. Caring—Is the decision consistent with my responsibilities to care?

Another way to test ethical reasoning is to consider a decision in the context of full trans-
parency and the prospect of shame.** Three spotlight questions can be powerful in this
regard. Ask: "How would I feel if my family found out about this decision?” Ask: “How would
I feel if this decision were published in the local newspaper or posted on the Internet?”
Ask: "What would the person you know or know of who has the strongest character and
best ethical judgment do in this situation?”

Lack-of-participation error is failure to
involve in a decision the persons whose
support is needed to implement it.

The spotlight questions test the ethics
of a decision by exposing it to scrutiny
through the eyes of family. community
members, and ethical role models.



