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Individual and Group
Decision Making
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When you finish studying the Mmaterial in this Chapter, you shoy Ild be able to:

LO.1

LO.2
LO.3
LO.4
LO.5
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LO.7

LO.8
LO.9

and the garbage can mode|.

Discuss eight decisjon~makr'ng biases,

.

Simon’s normative mode

Compare and Contrast the rationg| model of decision making, S

Discuss the thrust of evidencevbased decision making and its Implementation principes

Explain the model of decision-making Styles,

Summarize the Pros and cons of involving groups in the decu‘sa‘on-makmg process

Contrast brainstorming. the nomina group technique, the Delph
computer-aided decision making.

Describe the stages of the Creative process.

Discuss the practical recommendaﬁons for increasing Creativity,

i technique, and
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Why Does Google Rely on Group Decision Making

at the Top of the Organization?

A group of Google executives meets every Monday af-
temoon in the corporate boardroom. “The weekly meet-
known as Execute, was launched last summer

1 specific mission: to get the near-sovereign lead-

ers of Google's far-flung product groups into a single
and harmonize their disparate initiatives.” Google’s
o-founders Sergy Brin and Larry Page, who recently
ok over as CEQ, and former CEO Eric Schmidt run
meetings. Attendees at the meeting include Andy
engineering VP for Android, Salar Kamangar,
or Youtube, and Vic Gundotra, engineering VP for
social networks. Page told a reporter from Bloomberg
Businessweek that the goal of these meetings is “to get
these different product leaders together to find time to
alk through all the integration points. . . . Every time
we increase the size of the company, we need to keep
things going to make sure we keep our speed, pace,

assion.”

Rubin

wver the years, the decision-making process at
Goodle led to a host of innovative products such as
Smail and Android, not to mention the company's her-
alded search engine Unfortunately, the company has
encountered several falled offerings, includ-

gle Buzz, which is a Twitter clone, and Google

Wave, a service that allows people to collaborate
online.

“Page doesn't explicitly blame those missteps on
the company's loosely knit management or the famous
troika at the top. Yet he concedes, ‘We do pay a price
[for shared decision making], in terms of speed and
people not necessarily knowing where they go to ask
questions.’ Page believes that his appointment as CEO
will help the company to get things done faster.

People outside and inside Google note that Lamry
Page does not fit the profile of a traditional chief execu-
tive. He's an introvert who does not like public speaking
or having a strict daily regimen. This is one reason why
Google is holding the weekly Execute meetings. Attend-
ees at these meetings will become spokespeople for the
organization around the world. "Page says one of his
goals is to take the decisive leadership style they have
shown within their product groups, spread it across the
company, and apply it to major decisions.”

Page wants to increase the speed with which people
make decisions and innovate at Google. He believes
that the weekly Execute meetings are prime vehicles for
making this happen.’
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Time will tell whether or not Googlc's‘&tppmill-‘h to (.]CF'IS‘Il‘f‘rl. making works
long run. Individually, we all make decisions on a daily f.\'l!slh From d@idmg-,.,.-l
clothes to wear to whom we want to marry, our dr_:m.smn_s 1?11pucl our lives j .
ways. Sometimes our choices are gm)q and other ln*_nc.s‘thcy are bud. At work |
ever, decision making is one of the primary responsibilities of being a mangge; ,
the quality of one’s decisions can hmfg serious consequences. (onald;r lhc_cb\
Ronald Shaich, chairman and CEO of !);1:1L-|~;1 'Brcud C ompany. Dgspnc Object
from others around him, he relied on his own Judgment and Inturtion and e
to sell off Au Bon Pain in 1998 in order to grow P;m_cru l.ircud .( ompany, A;
time, Panera had 135 stores. He said it was a "hc[-lhc-_]ph lt&md of choice.” T
resulted in $73 million to invest in Panera. and the rest is history. Panery NOW ope
ates 1,500 cafés around the country. He told a Bloomberg Businessyeek fepurte
that “I make my best decisions when I'm on vacation. You're not focused on
stuff that comes at you as CEO. I've moved into a chairman role and I'm now my;
productive than ever. My decisions are formed by w hcr%- [ want to go™
The overall goal of this chapter is to provide you w uh_ a thtjmugh understar.
ing of decision making so that you can improve the quality of your personal
group-based decisions. Who knows. you may one day use material in this ch:
ter to help make entreprencurial decisions like Larry Page and Ronald Sh
To help in this pursuit, this chapter focuses on (1) models of decision making
(2) decision-making biases, (3) evidence-based decision making, (4) the dynani
of decision making, (4) group decision making, and (5) creativity,

.ﬁ o1 Models of Decision Making

Decision making entails identifying and choosing alternative solutions that lead:
a desired state of affairs, For example, you may be reading this book as part of «
online course that you decided to take because you are working full time. Altern:
tively, you may be a full-time student reading this book as part of a course being
taken on campus. ldcmifying and sorting out alternatives like when and hov |
take a course is the process of decision making,
You can use two broad approaches to make decisions. You can follow a rai-
nal model or various honrational models. Let us now consider how each of thes
approaches works. We begin by examining the rational model of decision making

The Rationa] Model|

The rational model Proposes that managers
when making decisions (see Figure
are completely objective
Despite criticism for bein
analytically break
anchor for newe

use a rational, four-stage sequen:
12-1). According to this model, manag:
and possess complete information to make a decisir
g unrealistic, the rational model is instructive becaus!
s down the decision-muking process and serves as a concepid
r models.” Let us now consider e;

ach of these four steps.
Stage 1: Identify the Problem or O

the Actual versys the Desirable A pro
ation and the desired situation differ, As

Pportunity— Determini
blem exists when the actual it
4 Manager, you will have no shortage

ional Decision Making

Stage 2

Generate alternative -
Solutions,
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B real WORLD // real PEOPLE

Reed Hastings Seizes Opportunities to Grow Netflix

Hastings antici

pated, virtually from the moment he
iat consumers would eventually prefer to
ly delivered via the Intemet. (Hastings's
, considering that back in 2000, less
omes had broadband.) And so rather
iny number of current and potential competi

make it synonymous with broadband, and ultimately ACL
lost customers.

The opportunity faced by Hastings involved deciding
how to get Netflix's 10 million subscribers to switch from
DVD to streaming. Hastings decided in 2011 to separate
its DVD-by-mail business from the online movie stream

ling premium cable channels like HBO . . ing business. The move angered customers and the
e of the biggest companies in the tech world- stock price significantly dropped.
swoop in and deliver a lethal blow, Hastings is now re-
N 1 Streaming-video company, (_ﬁgn_u_)[,mt} To what extent do you think an individual’s per-
I s before it disrupted ~ sonality plays a part in perceiving opportunity?
r Hastings the decline of AOL is a reminder of what

mpanies unwiling to take risks. AOL. the 8(__)UPCI..‘_I;tharplccl rr.j,hr M V Copeland, “Reed Hastings: Leader
of the Pack,” Fortune, December 6, 2010, p 123; Updated

p onlir 2, struggled as broadband A ;
el s mle el la VU adband with “Netflix Separates DVD, Streaming Businesses,” Florida
f erated. It had good e-mail and some unique  Today.com, http:/www.floridatoday.com/article/20110920/
but those services didn't buy AOL loyalty or  BUSINESS/109200306/1003, September 20, 2011

problems. Customer complaints. Employee turnover. Competitors’
new products. Production problems. Consider the problems faced
by Mattel’'s CEO, Bob Eckert. He concluded that his company had
a problem when two of his top managers arrived in his office to tell
him lead had been discovered in one of the company’s toys. Around
the same time, newspapers were publishing reports that magnets
were becoming dislodged from other Mattel toys: If a small child
swallowed them, they could cause serious damage by attaching
themselves together in the child’s intestines. Eckert had to decide
whether his company had a publicity problem, a design problem, or
a production problem—and if it were a production problem, where
that problem was occurring and why.*

However, managers also have to make decisions regarding op-
portunities. An opportunity represents a situation in which there
are possibilities to do things that lead to results that exceed goals
and expectations. For example, Reed Hastings, founder, cha}rmal_q.
and CEO of Netflix, saw great opportunities in transforming his
DVD-by-mail company into a streaming-video company (SICC Real World/Real
People above). Financial results suggesl that Re?d cleall"ly C&pl[ﬂllZ.Cd on opportu-
nity: Netflix was the stock of the year in 2010, increasing 200% since January, as
compared to the S&P 500's 7% gain.’ i ;

Whether vou face a problem or an opportunity, thc goal is always the same: to
make improvements that change conditions from their current state to more desir-
able ones. This requires you to diagnose the causes of the problem.

Mattel CEO Bob Eckert quickly responded to
a problem regarding finding lead in some of
the company’'s toys. Failure to respond could
have cost the company severe negative public
relations.

problem Gap between an actual

i3 tifying and :
decision making Identifying and a desired situation.

choosing solutions that lead to a
desired end resuit. opportunity Situations tha!t pres-
rational model Logical four-step ent possibilities for exceeding goals

approach to decision making. or expectations.
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Stage 2: Generate Alternative Solutlons.—Both the Obvigy a
the Creative After identifying a problem and its causes, the next logi
is generating alternative solutions. Later in Ihts‘chupt_cr we d:s.cuss several g,
problem-solving techniques that can be used during this stage. Lnfonunaieh.‘i,
search study of 400 strategic decisions revealed that managers struggled during
stage because of three key dccision-.nmkm.g hlunldcrs. These bl_undcrs were (1) n
ing to judgment, (2) selecting readily ;w;ulahlc_ ideas or solutmnls.‘und (3) mak,
poor allocation of resources to study a!;crnum:c.solul:uns. Decision makers }
are encouraged to slow down when making decisions, to }'\'ztlualc a broader s

alternatives, and to invest in studying a greater number of potential solutigns

Stage 3: Evaluate Alternatives and Select a Solution—Ethi;

Feasibility, and Effectiveness In this stage, you need to evaluate ajte-

tives in terms of several criteria. Not only are costs and quality important, but o
should consider the following questions: (1) Is it ethical? (If not, don’t consider
Returning to the earlier example of Mattel’s problems, CEO Eckert said. “H,

you achieve success is just as important as success itself ™’ He announced a re
of 18.2 million toys, the largest recall in Mattel’s history. The company also 1.
nounced that its magnet toys had been redesigned to make them safer and thy

had investigated the Chinese contractor that had used the paint containing
(2) Is it feasible? (If time is an issue, costs are high, resources are limited. ech:

ogy is needed, or customers are resistant, for instance, than the alternative i 1
feasible.) (3) Will it remove the causes and solve the problem?

Stage 4: Implement and Evaluate the Solution Chosen 0On:.
solution is chosen, it needs to be implemented. After the solution is implementcd
the evaluation phase assesses its effectiveness. If the solution is effective, it shoul
reduce the difference between the actual and desired states that created the pro
lem. If the gap is not closed, the implementation was not successful, and ong o!
the following is true: Either the problem was incorrectly identified or the solutic
was inappropriate, Assuming the implementation was unsuccessful, managemen
can return to the first step, problem identification. If the problem was corre:l)
identified, management should consider implementing one of the previously ider-
tified, but untried. solutions. This Process can continue until all feasible solutiors
have been tried or the problem has changed.

Sur_n_marizir_lg the Rational Model The rational model is prescripti
outlining a logical process that managers should use when making decisions A

such, the rational model is based on the notion that managers optimize whe

mak'ing decisions, Optimizing involves solving problems by producing the b
possible solution and js based on a set of highly desirable a'lssumplions—hé"i‘r
complete information. leaving emotions out of the decision-making process o
estly and accurately evaluating all alternatives, time and resources are abund
and accessible, and people are willing to implement and support decisions. Pract
cal experience, of course, tells us that these assumptions are unrealistic. As 00l
by Herbert S_ir,"on, a decision theorist who in 1978 earned the Nobel Prize for
work on dpmsmn making, “The assumptions of perfect rationality are conlrdf
to fact. It is not a question of approximation; they do not even remotely descri®
the Processes that human beings use for making decisions in complex situations’

Th.‘:.il §a1d, there are three benefits of trying to follow a rational process as mi
as realistically possible. »

* The quality of decisions may be enhanced.

It makes the reasoning behind

If made public, it discourages t
(such as persona] advancement

a decision transparent and available to scru}
he decider from acting on suspect considerati0®

- - F 9
Or avoiding bureaucratic embarrassment).
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Nonrational Models of Decision Making

In contrast to the rational model’s focus on how decisions should be made, nonrational
models attempt to explain how decisions actually are made. They are based on the as-
sumption that decision making is uncertain, that decision makers do not pOossess com-
plete information, and that it is difficult for managers to make optimal decisions. Two
nonrational models are Herbert Simon’s normative model and the garbage can model.

Simon’s Normative Model Herbert Simon proposed this model to describe
the process that managers actually use when making decisions. The process is guided
by a decision maker’s bounded rationality. Bounded rationality represents the notion
that decision makers are “bounded” or restricted by a variety of constraints when
making decisions. These constraints include any personal characteristics or internal
and external resources that reduce rational decision making. Personal characteris-
tics include the limited capacity of the human mind, personality (a meta-analysis
of 150 studies showed that males displayed more risk taking than females).' and
time constraints. Examples of internal resources are the organization’s human and
social capital, financial resources, technology, plant and equipment, and internal
processes and systems. External resources include things the organization cannot
directly control such as employment levels in the community, capital availability,
and government policies. "

Ultimately, these limitations result in the tendency to acquire manageable
rather than optimal amounts of information. In turn, this practice makes it dif-
ficult for managers to identify all possible alternative solutions. In the long run,
the constraints of bounded rationality cause decision makers to fail to evaluate all
potential alternatives, thereby causing them to satisfice.

Satisficing consists of choosing a solution that meets some minimum qualifica-
tions, one that is “good enough.” Satisficing resolves problems by producing solu-
tions that are satisfactory, as opposed to optimal. Finding a radio station to listen
to in your car is a good example of satisficing. You cannot optimize because it is
impossible to listen to all stations at the same time. You thus stop searching for a
station when you find one playing a song you like or do not mind hearing.

A recent national survey by the Business Performance Management Forum
underscores the existence of satisficing: only 26% of respondents indicated that
their companies had formal, well-understood decision-making processes. Respon-
dents noted that the most frequent causes of poor decision making included:

+ Poorly defined processes and practices.
+ Unclear company vision, mission, and goals.
+ Unwillingness of leaders to take responsibility.

+ A lack of reliable, timely information.'?

The Garbage Can Model As is true of Simon’s normative model, this
approach grew from the rational model’s inubilit}' to exp_lalq how decisions are
actually made. It assumes that organizational decision making is a sloppy and hap-
hazard process. This contrasts sharply with_ the rational n"{odc?l. wh_lch proposed
that decision makers follow a sequential series of steps beginning with a problem
and ending with a solution. According to the garbage can model, decisions result

optimizing Choosing the best pos-
sible solution.

nonrational models Explain how
decisions actually are made.

satisficing Choosing a solution
that meets a minimum standard of

acceptance.

bounded rationality Constraints garbage can model Holds that
that restrict rational decision making. decision making is sloppy and
haphazard.
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from a complex interaction between four indcpcr}d.cm“slrcams of events ol
lems, solutions, participants, and choice opportunities.' The Interaction of
events creates “a collection of choices looking for problcms. ISSues and fegjy,
looking for decision situations in which they llllg__‘..hll be aired, solutiops looking s,
issues to which they might be the answer, zmq decision makers looking for worg
A similar type of process occurs in your kitchen garbage busl_\'cl. We randy,
discard our trash and it gets mashed together based on chance Interactions (
sider, for instance, going to your kitchen trash container and noticing thaf the
coffee grounds are stuck to a banana peel. Can you explain how this Might oy
The answer is simple: because they both got thrown in around the same time J,
like the process of mixing garbage in a trash container. the garbage can mog
decision making assumes that decision making does not follow an orderly series
steps. Rather, attractive solutions can get matched up with whatever handy p;
lems exist at a given point in time or people get assigned to projects because
workload is low at that moment. This model of decision making thus attempi;
explain how problems, solutions. participants, and choice oppon:
nities interact and lead to a decision.

The garbage can model has four practical implications. First ¢
model of decision making is more pronounced in industries that -
on science-based innovations such as pharmaceutical compani:
Managers in these industries thus need to be more alert for the po-
tential of haphazard decision making. Second, many decisions :-
made by oversight or by the presence of a salient opportunity

T TR .;\%__ 4 example, managers from the Campbell Soup Company needed |
Al A bp B B8 AR | find a way to motivate supermarkets to give them more spac i

the shelves. They thus decided to create a new shelving system th

“sampbell Soup Company invented a shelving automatically slides soup cans to the front when a shopper picks 1y

system that neatly stacks its products on
shelves like this one. The system is good for
Campbel Soup and for grocery stores,

a can. The decision was a success. Customers bought more soup, i
creasing the revenue for both Campbell and the supermarkets, an
the supermarkets reduced their restocking costs.'*

Third, political motives frequently guide the process by which participa
m‘ake decisions. It thus is important for you to consider the p'olitica] ramification:
pf your decisions, Organizational politics are discussed in Chapter 135. Final
Important problems are more likely to be solved than unimportant ones becaus
they are more salient to organizational participants.'’

Integrating Rational and Nonrational Models

Applymg the idea that decisions are shaped by characteristics of problems 4
deC.lS|0n makers, consultants David Snowden and Mary Boone have come up i
their own approach that is not as haphazard as the I:!il]'hilﬂt? can model but &
knr_awledges the challenges facing today’s organizations, They essentially integra
rational and nonrationa| models by idcnliﬂing four kinds of decision envin®
ments and an effective method of decision n;alkinu for each.'™

c?',”j?-lple context is stable, and clear Cause-and-effect relationships can
r;:f.crnfd, SO the best answer can be agreed on. This context calls for ¢
: c|iond mode!. where the decision maker gathers information, categorize
and responds in an established way.

1 @ complicated context. there is a clear relationship between cause and¢”

fec 5 ‘ 1 s
I‘ectt;vl:;u;_Is,ome people may not see it, and more than one solution may bC_»-'

: - Here, too, th_e rational model applies, but it requires the investigai®®
Ol options, along with analysis of them.

.Inac i :
omplex co there is one right answer, but there are so many U*

akers don’t underst- al e JationshiPS

Decid ¥ s crstand cause-and-effect relations :

S 15;?)1; makers therefore need to start out by exXperimenting, testing 0pio™
Probing to see what might happen as they look for a creative solution-
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4. In a chaotic context, cause-and-effect relationships are changing so fast that
no pattern emerges. In this context, decision makers have to act first to estab-
lish ordcr‘and then find areas where it is possible to identify patterns so that
aspects of the problem can be managed. The use of intuition and evidence-
based decision making, both of which are discussed later in this chapter, may
be helpful in this situation.!

Back to the Chapter-Opening Case

's Execute meetings attempt to integrate rational and nonrational

n making?

%LOQ D@ClSIOﬂ-Maklﬂg BIaSGS Qooeeerennnensssnaninaaanns
TO THE POINT

How would you describe
the eight decision-
making biases?

People make a variety of systematic mistakes when making decisions. These mis-
takes are generally associated with a host of biases that occur when we use judg-
mental heuristics. Judgmental heuristics represent rules of thumb or shortcuts that
people use to reduce information-processing demands.”® We automatically use
them without conscious awareness. The use of heuristics helps decision makers to
reduce the uncertainty inherent within the decision-making process. Because these
shortcuts represent knowledge gained from past experience, they can help deci-
sion makers evaluate current problems. But they also can lead to systematic errors
that erode the quality of decisions, particularly for people facing time constraints
such as primary health care doctors. For example, a recent study of medical mal- 8 COFWIECT aoto
practice claims showed that diagnostic errors, which are partly a function of judg- www.micgrewtiloonnect.com
mental heuristics, accounted for about 40% of such cases. Diagnostic errors kill ¢, 2 interactive exercise to
40,000 to 80,000 people a year in the United States. Experts suggest that we need  test your knowledge of the
to become more involved with our health care and follow up on lab results to help  biases involved in making
reduce such mistakes.” decisions.

There are both pros and cons to the use of heuristics. In this section we focus
on discussing eight biases that affect decision making: (1) availability, (2) repre-
sentativeness. (3) confirmation, (4) anchoring, (5) overconfidence, (6) hindsight,
(7) framing, and (8) escalation of commitment. Knowledge about these biases can
help you to avoid using them in the wrong situation.

| Availability heuristic. The availability heuristic represents a decision maker’s
tendency to base decisions on information that is readily available in mem-
orv. Information is more accessible in memory when it involves an event that
recently occurred, when it is salient (e.g., a plane crash), and when it evokes
stmng'cnmlions (e.g..a high-school student shooting other students). This
heuristic is likely to cause people to overestimate the occurrence of unlikely
events such as a plane crash or a high-school shoot}ng. This bias -:1150 is
partially responsible for the recency effect discussed in Chapter 7. For ex-
r is more likely to give an employee a positive performance

ample, a manage i
d excellent performance over the last few

evaluation if the employee exhibite
months.

judgmental heuristics Rules of
thumb or shortcuts that people use
to reduce information-processing
demands.
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[ | '|
J (]! ; 2. Representativeness heuristic. The rcprcscnmliven_css heuristic is used yj.
: J ‘ I | people estimate the probability of an event OILLUI'I"In‘g. It reﬂecl.s i_hflende;.,,
| l | | to assess the likelihood of an event occurring based on one’s impregs,
\ about similar occurrences. A manager, for example, may h|'re a grady,
from a particular university because l‘he past three people hired frop, th
university turned out to be good performers. ‘ln_ this case, the “scho| ;.
tended” criterion is used to facilitate complex information Processing zs;.
ciated with employment interviews. Unfortunately, this shortcyt can res
in a biased decision. Similarly, an individual may believe that he or she gy
master a new software package in a short period of time because a differ
type of software was easy to learn. This estimate may or may not be a;.
rate. For example, it may take the individual a much longer period of tin:
to learn the new software because it involves learning a new programmiy,
language.

3. Confirmation bias. The confirmation bias has two components. The fir

| to subconsciously decide something before investigating why it is the figh

| decision, for example, deciding to purchase a particular type of PDA (pe-
sonal digital assistant). This directly leads to the second component, whi
is to seek information that supports purchasing this PDA while discoun ng
information that does not.

4. Anchoring bias. How would you answer the following two questions? s
population of Iraq greater than 40 million? What'’s your best guess abou
the population of Iraq? Was your answer to the second question influenc:/
by the number 40 million suggested by the first question? If yes, you e
affected by the anchoring bias. The anchoring bias occurs when decisi:
makers are influenced by the first information received about 2 decision
even if it is irrelevant. This bias happens because initial information, impres:
sions, data, feedback, or stereotypes anchor our subsequent judgments a

decisions.

5. Overconfidence bias. The overconfidence bias relates to our tendency 1o
over-confident about estimates or forecasts. This bias is particularly st
when you are asked moderate to extremely difficult questions rather thas
€asy ones. Imagine the problem this bias might create for a sales manag
estimating sales revenue for the next year. Research shows that overoptimis
significantly influences entrepreneurs’ decisions to start and sustain new ver
ll»_lrt‘-:$.32 To what extent do you think this bias affected the Deepwater Horizor
oil rig explosion in 2010? A presidential oil-spill commission concluded the
technological arrogance, hubris, and the overconfidence bias played majr
roles (see Real World/Real People on page 337).2

6. Hindsight bias, Imagine yourself in the following scenario: You are taki
an OB course that meets Tuesday and Thursday, and your professor git
unannounced quizzes each week. It's the Monday before a class, and J0
sre deciding whether to study for a potential quiz or to watch Monday nigh
football. Two of your classmates have decided to watch the game rather (b
study because they don’t think there will be a quiz the next day, The et
morning you walk into class and the professor says. “Take out a sheet
Papt’:r for the‘quiz." Yo_u turn to your friends and sa'y_ “I knew we were g0i

| Knowladgo ot oo L ISIEN © y0u2” The hindsight i g

conid hay : Influences our belief abou} the probability tha i
ave predicted the outcome carlier. We are affected by this bias whe?

. léram_ing blss. This bias relates to the manner in which a question is postt

focr’ft'flfz;:}l;e f"olilow!ng scenario: l}"n'dgine that the United States is prepait:
it I I'C-d.' of an unusual Asjan disease that is expected to kill 600 pe

pie. Iwo alternative programs 1o Combat the disease have been propos |
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B real WORLD // real PEOPLE

Overconfidence Bias Partly to Blame for Oil-Rig Disaster

337

According to Bob Bea, an engineering professor at the How could BP have overcome the overconfi-

University of California Berkely, “technological disasters, dence bias?
like the PB oil spill, follow a well-womn “trail of tears.” Bea
has inve ited 630 different types of disasters and is
ffshore drilling

ea categorzes disasters into four groups. One such

p s when an organization smply ignores waming signs
rough overconfidence and incompetence. He thinks the

falls into that category. Bea pointed to congres

: 1ony that BP ignored problems with a dead
ery, leaky cement job, and locose hydraulic fittings.”
ause of ‘an evil empire,’
, and indolence.™
works flawlessly. At
yone worries about risk. Then people get lulled
nt mplacency by success, and they forget that they

operating on the edge, say experts who study disas-
g s get cut, problems ignored. Then boom.”
Charles Perrow, a professor at Yale University, con-
ided that “there’'s nothing safe out there. We like to

asters don't happen be

id. 'It's hubris, arroganc

e technology often

SOURCE: Excerpted from S Borenstein, “Disasters Often Stem
from Hubris,” The Arizona Republic, July 12, 2010, p A4.

risks, because it hadn't failed before.™ The Deep Horizon ol rig disaster.

Assume that the exact scientific estimates of the consequences of the pro-
grams are as follows:
Program A: If Program A is adopted, 200 people will be saved.
Program B: If Program B is adopted, there is a one-third probability that
600 people will be saved and a two-thirds probability that no people will
be saved.
Which of the two programs would you recommend?** Research shows that
most people chose Program A even though the two programs produce the
same results. This result is due to the framing bias. The framing bias is the
tendency to consider risks about gains—saving lives—differently than risks
pertaining to losses—losing lives. You are encouraged to frame decision
questions in alternative ways in order to avoid this bias.

8 Escalation of commitment bias. The escalation of commitment bias refers to
the tendency to stick to an ineffective course of action when it is unlikely that
the bad situation can be reversed. Personal examples include investing more
monev into an old or broken car or putting more effort into improving a
pcrso;ml relationship that is filled with conflict. A business example pertains
to Blockbuster “asking creditors to put up more money to help it exit bank-
ruptcy protection, prompting a debate among bond_holders about whether
to invest further in the struggling video chain or put it up for sale.”” Would
vou invest in Blockbuster? Researchers recommend the following actions to

reduce the escalation of commitment:

« Set minimum targets for performance, and have decision makers compare

their performance against these targets.

« Regularly rotate managers in key positions throughout a project.

—4~
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« Encourage decision makers to become less ego-involved with 3 Project,
» Make decision makers aware of the costs of persistence.*

T o ».* o3 Evidence-Based Decision Makin

TO THE POINT

What is thrust of
evidence-based decision
making, and what does
it take to implement

this approach in
organizations?

B connect cow

www.mcgrawhillconnect.com
for an interactive exercise

to test your knowledge of
evidence-based decision
making.

Interest in the concept of evidence-based decision making stems from WO S0urg:
The first is the desire to avoid the decision-making biases discussed in the preyj,,
section, and the second is research done on evidence-based medicine. Dr Dai¢
Sackett defines evidence-based medicine as “the conscientious, explicit and jug
cious use of current best evidence in making decisions about the care of individy
patients.” Researchers and practitioners are studying evidence-based medicin be-
cause research suggests that physicians make only 15% of their decisions base]
on evidence, and this approach helps determine the most efficient use of heiy
care resources.”” OB researchers have taken this framework and applied it 1o
context of managerial decision making.

Quite simply, evidence-based decision making (EBDM) represents a process of
conscientiously using the best available data and evidence when making manag: |
rial decisions. We explore this new approach to decision making by beginning wii; |
a model of EBDM and then reviewing a set of implementation principles ths
can help companies to implement this model of decision making. We conclud: b
examining the reasons why it is hard to implement EBDM. Understanding ths
material will help you reduce the susceptibility to decision-making biases.

A Model of Evidence-Based
Decision Making (EBDM)

Figure 12-2 illustrates a five-step model of EBDM.** You can see that the proces:
begins by gathering internal and external data and evidence about a problem &
hand. This information is then integrated with views from stakeholders (e.g., em:
ployees, shareholders, customers) and ethical considerations to make a final dec-
sion. All told, the process shown in Figure 12-2 helps managers to face hard fact
and avoid their personal biases when making decisions. EBDM’s use of relevar!
and Ireliable data from different sources is clearly intended to make any decisior
maqug context more explicit, critical. systematic, and fact based.

It is important to consider that evidence is used in three different ways witho
the process depicted in Figure 12-2: to make a decision, to inform a decision, a1
1o support a decision.” “Evidence is used to make a decision whenever the dec-
sion follows directly from the evidence.” For example, if you wanted to purchss
a particular used car (e.g., Toyota Prius) based on price and color (e.g.. red), o

figure 12:2_ Evidence-Based Decision-Making Model

Step 1

Identify the
problem or
Opportunity

SOURCE: Derived from R B Briner D Denyer,
Management Perspectives, November 2009,

Step 2

Gather internal

evidence or data
about the problem, |
and evaluate jts

relevance and
validity

and D M R(}qu au. “Evi enc
SSeau. "E il 2Nce-Base - Fels's t "AC g
pp 18 r-;,f_ o B( sed M‘“m?h ment (_-O! Cept (J|-‘-‘...'3"l.lw ime cagany ©
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\\'o‘ul_d obtain data from the Internet and classified ads and then choose the seller
offering the ?owesl priced red Prius. “Evidence is used to inform a decision when-
ever the 'dcu_si_on process combines hard, objective facts with qualitative inputs,
such as intuition or bargaining with stakeholders.” For instance, in hiring new
cgmllgg9 gralid uates, objective data about applicants’ past experience, education, and
participation in student organizations would be relevant input to making a hiring
decision. Nonetheless, subjective impressions garnered from interviews and refer-
ences would typically be combined with the objective data to make a final deci-
sion. These two uses of evidence are clearly positive and should be encouraged.
The same cannot be said about using evidence to support a decision.

“Evidence is used to support a decision whenever the evidence is gathered or
modified for the sole purpose of lending legitimacy to a decision that has already
been made.™ This application of evidence has both positive and negative effects.
On the positive side, manufactured evidence can be used to convince an external
audience that the organization is following a sound course of action in response
to a complex and ambiguous decision context. This can lead to confidence and
goodwill about how a company is responding to environmental events. On the
negative side, this practice can stifle employee involvement and input because
people will come to believe that management is going to ignore evidence and
just do what it wants. There are two takeaways about using evidence to support a
decision. First, this practice should not always be avoided. Second, because this
practice has both pros and cons, management needs to carefully consider when it
“might” be appropriate to ignore disconfirming evidence and push its own agenda
or decisions.

ven Implementation Principles

Stanford professors Jeffrey Pfeffer and Robert Sutton have been studying
evidence-based management for quite some time. Based on this experience, they
offer seven implementation principles to help companies integrate EBDM into an

organization’s culture.”

I. Treat your organization as an unfinished prototype. The thrust of this prin-
ciple involves creating a mindset that the organization is an unfinished proto-
type that may be broken and in need of repair,
thus avoiding the hubris and arrogance of con-
cluding that nothing needs to be changed in the
organization. For example, the products QVC
sells are chosen through a process of experi-
mentation in which EBDM is used to under-
stand why some products sell and others don't.
The use of experiments, as done at QVC, is one
recommendation for making this happen. The
Real World/Real People on page 340 illustrates
how one retailer uses experimentation to deter-
mine the best type of promotions.”!

2. No brag, just facts. This slogan is used by Da-
Vita, a company that operates 600 dialysis
centers. to reinforce a culture that supports This dialysis patient is benefitting from DaVita's use of EBDM.
EBDM. The company measures, monitors, and  The use of EBDM helps the company provide better service,
rewards the effectiveness of its dialysis centers and ultimately contriutes to profitability.

evidence-based decision making
Conscientiously using the best data
when making decisions.
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real WORLD // real PEOPLE

A Retailer Experiments with Discount Promotions

The retailer designed six experimental conditions—a The test revealed that

control and five discount levels that ranged from 0 to  promotions with moderate discount

35% for the private-label items. The retailer divided its  products generated 109 e [

stores into six groups, and the treatments were ran- /

domized across the groups. This meant each store  automatic:

had a mixture of the experimental conditions distributed  competing nat

across the different products in the study. For example, A i ; :

in Store A—label sugar was discounted 20%, and pri-  VnY don’t more companies do experiments
;] Vol this?

vate-label mascara was full price, whereas in Store B

mascara was discounted, but sugar was not. This ex- A

perimental design allowed the retailer to control for vari- 2 - Bank Can B

ations in sales that occurred because the store groups Changes. Here's H

were not identical, March 2011, p 10

and patient well-being on a regular basis. In contrast, Hewlett-Packards -
mer CEO Carly Fiorina bragged to the press about the company’s mers:
with Compagq but failed to do any research on consumers’ opinions abo
Compagq products prior to the merger. These products were viewed as amon
the worst in the industry.

- See yourself and your organization as outsiders do. Many managers are filk:
with optimism and inflated views of their talents and chances for sucs
This leads them to downplay risks and to commit an escalation of commik
ment bias. “Having a blunt friend. mentor, or counselor,” Pfeffer and Suttor
suggest, “can help you see and act on better evidence.”

. Evidence-based management is not just for senior executives. Research shov
that the best organizations are those in which all employees, not just o7
managers, are committed to EBDM.* Pfeffer and Sutton encourage man
ers to “treat employees as if a big part of their job is to invent, find, test,
implement the best ideas.” This implies that employees must be given 1
training and resources needed to engage in EBDM. J

- Like everything else, you still need to sell it. “Unfortunately, new and excili:
ideas grab attention even when they are vastly inferior to old ideas,” say Pi¢
ﬁ'er and Sutton, “Vivid, juicy stories and case studies sell better than detaiks
rigorous, and admittedly dull data— no matter how wrong the stories or I
'“ggtjh‘e dala:" This means that you will need to similarly use vivid stor
g? E;«};i;ﬂtiolisczzcrl :h Izhe DaVita example used earlier to sell the “ii'".
i 4150 hure gurus to help sell the value of evidence-bas

; lfr :SII elsv:e fails, slqw the spread of bad practice. Because employees may 4
sn asurt?s to do things that are known to be ineffective, it may be necessar}
Caﬁiﬁzlg‘;:hdt Pleffer and Sutton call “evidence-based misbehavior.” 1"

1gnoring requests : ey s
principle. g requests and delaying action. Be cautiousif youus!!

21 i : ;

i vt diagnostic question: what happens when people fail? “Falure
Profe;;o o asomg. and we would rather live without it,” say the Stanfo®
how therS‘ det geie 18 no learning without failure. . . . If you look?
that wherl;maSt efTeptlve systems in the world are managed, a hallmark "

something goes wrong, people face the hard facts. learn Wi
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happencd_apd why, and keep using those facts to make the system better.”
The US civil aviation system is a good example. It has created the safest
system in world through its accident and incident reporting system. Ford’s
CEO Alan Mulally is another example. He meets with his top 15 executives
every Thursday morning at 7 A.m. for 2% hours to conduct a business plan
review. “He requires his direct reports to post more than 300 charts, each
of them color-coded red, yellow, or green to indicate problems, caution, or
progress. . . . Afterward, the adjoining Taurus and Continental rooms are
papered with these charts so Mulally can study them. As the CEO likes to
:1(\] "\“’g‘u can’t manage a secret. When you do this every week, you can’t
nde.” >

Despite the known value of using EBDM, there are seven reasons why it is hard
for anyone to bring the best evidence to bear when making decisions. They are:
(1) There’s too much evidence. (2) There’s not enough good evidence. (3) The evi-
dence doesn’t quite apply. (4) People are trying to mislead you. (5) You are trying
to mislead you. (6) The side effects outweigh the cure. (7) Stories are more persua-
sive, anyway.*

Dynamics of Decision Making

Decision making is part science and part art. Accordingly, this section examines
decision-making styles, which is part of the “science” component. It is important
to understand decision-making styles because they influence the manner in which
people make decisions. We also examine the “art” side of the equation by discuss-
ing the role of intuition in decision making and a decision tree for making ethical
decisions. An understanding of these dynamics can help managers make better
decisions.

2

2 Lo.4 General Decision-
This section focuses on how an individual’s decision-making style affects his or
her approach to decision making. A decision-making style reflects the combination
of how an individual perceives and comprehends stimuli and the general manner
in which he or she chooses to respond to such information.” A team of research-
ers developed a model of decision-making styles that 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
cither task and technical concerns or people and social concerns when making
decisions. Some people, for instance, are very task focused at work and do not
pay much attention to people issues, whereas others are just the opposite. The
second dimension pertains to a person’s tolerance for ambiguity. This individual
difference indicates the extent to which a person has a high need for structure or
control in his or her life. Some people desire a lot of structure in their lives (a low
tolerance for ambiguity) and find ambiguous situations stressful and psychologi-
cally uncoml‘nrmb!:’. In contrast, others do not have a high need for structure and
can thrive in uncertain situations (a high tolerance for ambiguity). Ambiguous

decision-making style A compi-
nation of how individuals perceive
and respond to information.

341
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TO THE POINT

What are the key
conclusions regarding
decision-making styles,
intuition in decision
making, and ethical
decision making?
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figure 12—3 Decision-Making Styles

Tolerance for Ambiguity
I
[(s]
b=

&
z

Task and People and
technical social
concerns concemns

Value Orientation

SOURCE: Based on discussion contained in A J Rowe
Understanding, Assessing, and Improving Decision Making

situations can energize people with a high tolerance for ambiguity. When the di
mensions of value orientation and tolerance for ambiguity are combined, the;
form four styles of decision making (see Figure 12-3): directive, analytical, con-
ceptual, and behavioral.

Directive People with a directive style have a low tolerance for ambiguity ai
are oriented toward task and technical concerns when making decisions. They ar
efficient, logical, practical, and systematic in their approach to solving problems
People with this style are action oriented and decisive and like to focus on facts I
their pursuit of speed and results, however, these individuals tend to be autocrili.
exercise power and control, and focus on the short run.

Interestingly, a directive style seems well suited for an air-traffic controllr
Here is what Paul Rinaldi had to say about his decision-muking style to a reporter
from Fortune.

e R SR D e

Example. It’s not so much analytical as it is making a decision quickly and stick
ng with it. You have to do that knowing that some of the decisions you're going 0
make are going to be wrong, but you're going to make that decision be right. You
can’t back out. You've constantly got to be taking into account the speed of the
glrplanq, its characteristics, the climb rate, and how fast it’s going to react to your
lnStr!.lCIIOI]S. You're taking all that in and processing it in a split second, hopin:
that it’ll all work together. If it doesn’t, then you go to plan B. . . . The percenta

of us that make it to retirement js not real high. It takes a toll on you. We car
make mistakes, A

e T A e

Analytical This style has a much higher tolerance for ambiguity and is cho*
terized by the tendency to overanalyze a situation. People with this style like

consider more information and alternatives

s than do directives. Analytic individ>
als are careful decision makers who take 3

longer to make decisions but who 2

Zhang Guan am
“Zhang Guangming’s car-buying syn
gen:illse ;I;‘;Ztozos'rs_l?oring over Chinese car buff magazines, surfing Web 5
Beijing. Finally, ZI‘::r?us piodels, and trekking out to a dozen dealerships 410"

> g settled on either g Volkswagen Bora or a Hyundai Sonéf
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sedan. But with cutthroat competition forcing dealers to slash prices, he’s not sure
whether to buy now or wait,”3

_Conceptual People with a conceptual style have a high tolerance for ambigu-
ity and tend to I'oc_‘us on the people or social aspects of a work situation. They take
a broad perspective to problem solving and like to consider many options and
future possibilities. Conceptual types adopt a long-term perspective and rely on
intuition and discussions with others to acquire information. They also are willing
to take risks and are good at finding creative solutions to problems. On the down-
side, however, a conceptual style can foster an idealistic and indecisive approach
to decision making. Howard Stringer, Sony Corporation’s first foreign-born CEO,
possesses characteristics of a conceptual style.

Example. Mr Stringer’s dilemma is that he is caught between different manage-
ment styles and cultures. He says he recognizes the risk of falling behind amid
breakneck changes in electronics. But he says there’s an equal risk of moving too
aggressively. “1 don’t want to change Sony’s culture to the point where it’s unrec-
ognizable from the founder’s vision,” he says. . . . Mr Stringer, 65 years old, stuck
with [an] executive team he inherited. He tried gently persuading managers to
cooperate with one another and urged them to think about developing products
in a new way."

Behavioral This style is the most people oriented of the four styles. People
with this style work well with others and enjoy social interactions in which opin-
ions are openly exchanged. Behavioral types are supportive, receptive to sugges-
tions, show warmth, and prefer verbal to written information. Although they like
to hold meetings, people with this style have a tendency to avoid conflict and to
be too concerned about others. This can lead behavioral types to adopt a wishy-
washy approach to decision making and to have a hard time saying no to others
and to have difficulty making difficult decisions.

Research and Practical Implications Research shows that very few
people have only one dominant decision-making style. Rather, most managers have
characteristics that fall into two or three styles. Studies also show that decision-
making styles vary by age, occupations, personality types, gender, and countries.”
You can use knowledge of decision-making styles in four ways. First, knowledge
of styles helps you to understand yourself. Awareness of your style assists you in
identifying your strengths and weaknesses as a decision maker and facilitates the
pnzcnli;tl for self-improvement. Second, you can increase your ability to inﬂuelncc
others by being aware of styles. For example, if you are dealing with an analytical
person, _;‘ou should provide as much information as pos_sible to support your ideas.
This same approach is more likely to frustrate a directive type. Third, knowledge
of stvles gives vou an awareness of how people can take the same information and
vet arrive at different decisions by using a variety of decision-making strategies.
Different decision-making styles represent one likely source of i‘nlerpe?sqngl con-
flict at work (conflict is thoroughly discussed in Chapter 13). Finally, it is impor-
tant to remember that there is not a single best decision-making stylt? that ‘apphcs
in all situations. It is most beneficial to use a contingency approach'm which you
use a stvle that is best suited for the situation at hand. For example, if the context
requires a quick decision, then a directive style might be best. ln contrast, a be-
havioral approach would be more appropriate wha_?n making dec-ls,lons that involve
employees’ welfare. At this point we cannot provide more detailed recommenda-
tions because researchers have not developed a complete contingency theory that
outlines when to use the different decision-making styles.
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The Role of Intuition in Decision Making

In the book How We Decide, author Jonah Lehrer concluded i,
intuition is effectively used by many people when making h
sions.” Intuition represents judgments, insights, or decisions i,
“come to mind on their own, without explicit awareness m‘;-'.
evoking cues and of course without explicit evaluation of they,
ity of these cues.” Research reveals that anyone can be intyi
and its use is unrelated to gender.* It thus is important to yyg.-
stand the sources of intuition and to develop your intuitive ¢,
because intuition is as important as rational analysis in many
sions. Consider the following examples:

Example. Ignoring recommendations from advisers, Ray Kroc pu-

2011. Part of Apple's success is related to chased the McDonald’s brand from the McDonald brothers -
employees like Jobs who somehow foresee not a gambler and I didn’t have that kind of money, but my funn
the future demands of consumers. We bone instinct kept urging me on.” Ignoring numerous naysayers i
encourage you to practice your intuitive skills.  a lack of supporting market research, Bob Lutz. former president

Chrysler, made the Dodge Viper a reality. “It was this subconsios
visceral feeling. And it just felt right.” Ignoring the fact that 24 publishing hous:
had rejected the book and her own publishing house was opposed, Eleanor Fried:
gambled on a “little nothing book.” called Jonathan Livingston Seagull: “T felt ther
were truths in this simple story that would make it an international classic.”

Unfortunately, the use of intuition does not always lead to blockbuster decisio:
such as those by Ray Kroc or Eleanor Friede. To enhance your understanding !
the role of intuition in decision making, this section reviews a model of intuitio
and discusses the pros and cons of using intuition to make decisions.

A Model of Intuition Figure 12-4 presents a model of intuition. Starting:
the far right, the model shows there are two types of intuition:
I. A holistic hunch represents a Judgment that is based on a subconscious i

gration of information stored in memory. People using this form of intuitie

figure 12-4 A pus

Model of Intuition

Expertise
¢ Tacit and explicit
knowledge

Intuitive Processes

* Automatic, involuntary,
and effortless

* Controlled, voluntary,
and effortful

Q W !
SOURCES: Based in Part on D Kahneman and G

Psychologist, September 20 B, pp 515-26: E Sadl
Uni lerstanding and Applying 'Gut Feel' in [,J<-~r:.r:|..-. .r .‘ N .;-)-:
2004, pp 6-91;andCC Miller and R D Ireland. “Ir

Fast-Paced 21t Century, Academy of Management Evec: i
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may not be 'c.lblC 110 explain why they want to make a certain decision, except
that the choice “feels right.”

2. Al:ltOt'nZlICd experiences represent a choice that is based on a familiar situ-
ation a_nd a partially subconscious application of previously learned in-
formation related to that situation. For example, when you have years of
experience drll\-'mg a car, you react to a variety of situations without con-
scious analysis,

~ Returning to Figure 12-4, you can see that intuition is represented by two dis-
tinct processes. One is automatic, involuntary and mostly effortless. The second
is quite the opposite in that it is controlled. voluntary, and effortful. Research
reveals that these two processes can operate separately or jointly to influence intu-
ition.* For example, when trying to answer one of the “Back to Chapter-Opening
Case™ questions in this book, you may spontaneously have an answer pop into
your mind based on your recollection of what you previously read (an automatic
process). Upon further reflection (controlled process), however, you may decide
your initial thought is wrong and that you need to go back and reread some ma-
terial to arrive at another answer. This in turn may cause novel ideas to come to
mind, and the two processes continue. These intuitive processes are influenced
by two sources: expertise and feelings (see Figure 12-4). Expertise represents an
individual’s combined explicit knowledge (i.e., information that can easily be put
into words) and tacit knowledge (i.e., information gained through experience that
is difficult to express and formalize) regarding an object, person, situation, or
decision opportunity. This source of intuition increases with age and experience.
The feelings component reflects the automatic, underlying effect one experiences
in response to an object, person, situation, or decision opportunity. An intuitive
response is based on the interaction between one’s expertise and feelings in a
given situation.

Pros and Cons of Using Intuition When Making Decisions On
the positive side, intuition can speed up the decision-making process.*’ Intuition
thus can be valuable in our complex and ever-changing world. Intuition may be a
practical approach when resources are limited and deadlines are tight. For exam-
ple, intuition based on deep knowledge and active preparation informs quick and
complicated decisions in an effective hospital emergency department. Recalling
her work as director of an emergency department, Kathleen Gallo says, “While
the arrival of a helicopter with a whole family of car-wreck victims might look like
a crisis and might be a crisis for the family, it is not a crisis for the staff . . . because
they are prepared.”’

On the downside, intuition is subject to the same types of biases associated
with rational decision making. It is particularly susceptible to the availability and
representativeness heuristics, as well as the anchoring, overconfidence, and hind-
sioht biases.* In addition. the decision maker may have difficulty convincing oth-
cr:. that the intuitive decision makes sense, so a good idea may be ignored.

Where does that leave us with respect to using intuition? We believe that intu-
ition and rationality are complementary and that managers should attempt to use
both when making decisions. We thus encourage you to use intuition when mak-
ing decisions. You can develop your intuitive awareness by using the guidelines

shown in Table 12-1.

intuition Judgments that come to
mind without explicit awareness qf
the causes or an evaluation of their
validity.

SR S B T
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table 12—1 Guidelines for Developing Intuitive Awareness

pen up the closet To what extent do you e_xpgjenc;e intuition; trust
your feelings; count on intuitive judgments;
suppress hunches; covertly rely upon gut fegl?

. Don’t mix up your I's Instinct, insight, and intuition are not synonymoys:
practice distinguishing among your instincts, yoy
insights, and your intuitions.

. Elicit good feedback Seek feedback on your intuitive judgments; build
confidence in your gut feel; create a learning
environment in which you can develop better
intuitive awareness.

. Get a feel for your Benchmark your intuitions; get a sense for how
batting average reliable your hunches are; ask yourself how your
intuitive judgment might be improved.

. Use imagery Use imagery rather than words; literally visualize
potential future scenarios that take your gut feelings
into account.

. Play devil’'s advocate Test out intuitive judgments; raise objections to
them; generate counter-arguments; probe how
robust gut feel is when challenged,

. Capture and validate Create the inner state to give your intuitive mind the
your intuitions freedom to roam; capture your creative intuitions;
log them before they are censored by rational
analysis.

SOURCE: From E Sadler-Smith and E St iety, “The Intuitive Executive
in Decision-Making," Academy of M: anager Executive, |

Academy of Management. Reproduced by permission of The A
ance Center,

=
Back to the Chapter-Opening Case

HOW will Google's approach to decision making increase the use of intuition M
decisions?

Road Map to Ethical Decision Making:
A Decision Tree

In Chapter 1 we discussed the importance of ethics and the growing concern abot

the lack of ethical behavior among business leaders. Unfortunately, researchsho®

that many types of unethical behavior go unreported, and unethical behavior*

negatively associated with employee efgagement.*" \N}hile these trends partidl
passage of laws to regulate ethical beha
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figure 12-5 An Ethical Decision Tree

Is it ethical?

(To answer, weigh the effect on customers,
employees, the community, the environment, |
and suppliers against the benefit to the

?——» shareholders.)
Does it maximize @ _
shareholder value?
Is the proposed —
action legal?
@ ' Would it be ethical
not to take the action?
(To answer, weigh the harm or cost that
@ would be imposed on shareholders against
the costs or benefits to other stakeholders.)
(No> Do it, but disclose the
effect of the action to
shareholders.

| Leader's Decision T

+ Exhibit from “The Ethica

ol Publishing Corporation. All rights reserved

I by permission of Harvard Business

February 200 pyright 2003 by the Harvard Busine

A decision tree is a graphical representation of the process underlying decisions
and it shows the resulting consequences of making various choices. Decision trees
are used as an aid in decision making. Ethical decision making frequently involves
trade-offs, and a decision tree helps managers navigate through them. The deci-
sion tree shown in Figure 12-5 can be applied to any type of decision or action
that an individual manager or corporation is contemplating. Looking at the tree, the
first question to ask is whether or not the proposed action is legal. If the action is
illegal, do not do it. If the action is legal, then consider the impact of the action
on shareholder value. A decision maximizes shareholder value when it results in
a more favorable financial position (e.g., increased profits) for an organization.
Whether or not an action maximizes shareholder value, the decision tree shows
that managers still need to consider the ethical implications of the decision or
action. For example, if an action maximizes shareholder value, the next question
to consider is whether or not the action is ethical. The answer to this question is
based on considering the positive effect of the action on an organization’s other
key constituents (i.e., customers, employees, the community, the environment, and

decision tree Graphical represen-
tation of the process underlying
decision making.
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suppliers) against the benefit to the sharchfv_ldcrs. f\cford.lnp_lz ttl) l?e d;{cision fre
framework, managers should make the fiCClslon to Ln;:dgcl 1{1 drf action if the hey,
fits to the shareholders exceed the benefits to the olth l‘<cy‘m_nat'llucn!s. Manage;
should not engage in the action if the other key constituents would benefj; moge
acti an shareholders. o

fror;itglzlc;:‘"it;_)g EII;SStrates that managers use a slightly d{ﬁc‘f'en! perspective v.
their initial conclusion is that an action dgcs not maximize 5h;ueho|dcr valpe
In this case, the question becomes, Would_n be ethical not to lakn:‘ action Tk
question necessitates that a manager consider the !‘:cum. or.cost ot‘dn action ¢
shareholders against the costs or benefits to other key constituents. If the 00ss
to shareholders from a managerial decision exceed the costs or bcncﬁl_s to othe
constituents, the manager or company should not engage in the action. Cop.
versely, the manager or company should take action when the perceived costs
benefits to the other constituents are greater lhzm the costs to sharehold_crsL L;;L
apply this decision tree to IBM’s decision to raise the amount of money it requir
retirees to contribute to their health benefits.”' The company made this decision
order to save money. e ‘

Is it legal for a company to decrease its cunmbullgn to retiree heai{h ar
benefits while simultaneously raising retirees’ contributions? The answer IS ¥
Does an organization maximize shareholder value by dccrcas_ing its retiree heal:
care expenses? Again, the answer is yes. We now have to consider the overall ber-
efits to shareholders against the overall benefits to other key constituents The
answer to this question is more complex than it appears and is contingent on
organization’s corporate values. Consider the following two examples. _In con-
pany one, the organization is losing money and it needs cash in order to imvest
new product development. Management believes that new products will fuel the
company’s economic growth and ultimate survival. This company’s statement
corporate values also reveals that the organization values profits and shareholde
return more than employee loyalty. In this case, the company should make the
decision to increase retirees’ health care contributions. Company two, in contras
is profitable and has been experiencing increased market share with its products
This company’s statement of corporate values also indicates that employees ar
the most important constituent it has, even more than shareholders: Sou_!h\mi
Airlines is a good example of a company with these corporate values. In IhIs_:J.w
the company should not make the decision to decrease its contribution to retires
benefits. :

It is important to keep in mind that the decision tree cannot pmuéuju
quick formula that managers and organizations can use to evaluate every elll
cal question. Ethical decision making is not always clear-cut and it is affecte
by cross-cultural differences. Organizations are encouraged to conduct ethic
training and to increase awareness about cross-cultural issues when the voi
involves people with mixed cultural backgrounds.* That said, the decision i
does provide a framework for considering the trade-offs between manager’
and corporate actions and managerial and corporate ethics. Try using this ¢*

cision tree the next time you are faced with a significant ethical question 0
problem.

Group Decision Making

o Qo 1 3 1 1 L
Groups such as committees, task forces, project teams, or review panels often P

a key role in the decision-making process. ATA Engineering Inc., for exampk*
committed to group decision making.

e s e o

!Exbampie. At least eight to 10 ATA employees are involved in interviewing ¢
Jobca

candidate. If one employee objects to the hire, the candidate may not be offer®
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a job unless that employee changes his or her mind. Sometimes, even the biggest
company decisions are made by workers. When the lease was up on the company’s
building, for instance, ATA formed a committee of employees to address the issue.
The group decided to stay put, after determining the current location was conve-
nient to the majority of employees,*

Is ATA right in assuming that two or more heads are always better than one? Do
all employees desire to have a say in the decision-making process? To what extent
are managers involving employees in the decision-making process? What tech-
niques do groups use to improve their decision making? Are face-to-face meet-
ings more effective than computer-aided decision making? This section provides
the background for answering these questions. We discuss (1) group involvement
in decision making, (2) advantages and disadvantages of group-aided decision
making, and (3) group problem-solving techniques.

] : %y .
.‘ 2 L0.6 Group Involvement in Decision Making B CoOmect ao
www.mcgrawhillconnect.com
for a self-assessment to
learn about assessing your
participation in group decision
making.

Whether groups assemble in face-to-face meetings or rely on other technologically
based methods to communicate, they can contribute to each stage of the decision-
making process. In order to maximize the value of group decision making, how-
ever, it is important to create an environment in which group members feel free to
participate and express their opinions. Research sheds light on how managers can
create such an environment.

A team of researchers conducted two studies to determine whether a group’s
innovativeness was related to minority dissent, defined as the extent to which group
members feel comfortable disagreeing with other group members, and a group’s
level of participation in decision making. Results showed that the most innova-
tive groups possessed high levels of both minority dissent and participation in
decision making.™* How can you apply these results to your own group meetings
at school or work? One way is to foster more discussion among group members
during meetings. Research also confirms a side benefit to this recommendation.
Group members’ job satisfaction and performance are increased through group
discussion.’® Another suggestion is to seek divergent views from group members
during decision making, and do not ridicule or punish people who disagree with
the majority opinion.

Advantages and Disadvantages
Group Decision Making

Including groups in the decision-making process has both pros and cons (see
Table 12-2). On the positive side, groups contain a greater pqol of }cnov\f]c?dgc.
provide more varied perspectives, create more comprehension of decisions,
increase decision acceptance, and create a training ground for mexpcricnced_
employees. John Mackey, CEO of Whole Fooc_is Ma_rkeL reinforced some of
these positive characteristics during an interview with the Harvard Business
Review (see Real World/Real People on page 351). These advantages must be
balanced. however. with the disadvantages listed in Table 12-2. In doing so,
managers need to determine the extent to which the advantages z.ind disadvan-
tages T.apply to the decision situation. The following thrce guld(_elmes may tlhcn
be applied to help decide whether groups should be included in the decision-
making process.

I If additional information would increase the quality qf‘ the decision,
involve those people who can provide the needed

managers should
information.
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}ab[e 12—2 Advantages and Disadvantages of Group-Aided

groups perform better or
vant research, a decision-

age individual.”s Alth
generally supported t

— Decision Making

3 A, AT i SRR g N T
J [Tt :

: il e

1. Greater pool of knowledge. A
group can bring much more infor-
mation and experience to bear on
a decision or problem than can an
individual acting alone.

. Different perspectives. Individuals
with varied experience and interests
help the group see decision situa-
tions and problems from different
angles.

. Greater comprehension. Those
who personally experience the give-
and-take of group discussion about
alternative courses of action tend to
understand the rationale behind the
final decision.

. Increased acceptance. Those who
play an active role in group decision
making and problem solving tend to
view the outcome as “ours” rather
than “theirs.”

. Training ground. Less experienced
participants in group action learn
how to cope with group dynamics
by actually being involved.

SOURCE: From R Kreitner. Management, 8th

Leaming. Reproduced by permissic

2. If acceptance isimportant, managers

to “rock the boat” and pressure
conform may combine o stifle the
creativity of individual contribytos

. Domination by a vocal few, Sone

times the quality of group action $
reduced when the group givesin

to those who talk the loudest and
longest.

. Logrolling. Political wheeling and

dealing can displace sound thinking
when an individual's pet project or
vested interest is at stake.

. Goal displacement. Sometimes

secondary considerations such
as winning an argument, making
a point, or getting back atariva
displace the primary task of mak-
ing a sound decision or solving a
problem.

. Groupthink. Sometimes cohesive

in-groups let the desire for unanim
override sound judgment when ger-
erating and evaluating alternative
courses of action. (Groupthink was
discussed in Chapter 10.)

part of Cenoa

need to involve those individuals wies

acceptance and commitment are important.
3. If people can be developed through their participation, managers may

to involve those whose development is

Group versus Individual P
managers involve groups

generally qualitatively

when using groups to make decisions:

his conclusion, the

most important.*

erformance Before recommending
in decision making, it is important to examine whe(¥
worse than individuals. After reviewing 61 years of
making expert concluded that “[g]roup performance ™™
and quantitatively superior to the performance of the &
ough subsequent research of small-group decision f““ki:‘.:
re are five important issues 0 cons

I. Groups were Jess efficient than individuals. It thus is important to C”“i"j.“",:

lime constraints when determining whether t

making.

0 involve groups in decs”
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real WORLD // real PEOPLE

John Mackey, CEO of Whole Foods Market, Believes
in Consensual Decision Making

Here is what Mr. Mackey had to say to an interviewer  SOURCE: Excerpted from “What Is It That Only | Can Do?” Harvard
£ = a O W A1 a | S :

Business Review about his emphasis on  Business Review, January-February 2011, pp 119-20.
| making decisions

nd that when you make decisions by consen-
you let all the disagreements get expressed,

: cisions. If you don't do that, there is
>y on the part of whoever didn't
) ed nght. It's like *See, |

iman tender
jet their way to want to
vasn't going

d if gaining consensus
g jed that "It can. Gener-
ou're making decisions that really are going to
t's good to talk them over. It's a
apanese management decision-making—
lot more time trying to develop consensus
Ip. The virtue of it is that although it

the decision, implementation goes
lance or sabotage
that works its way through the organization.”

e T ,L\_i\" 18]

se there isn't re

Do you think that it is always necessary to gain  John Mackey, CEO of
consensus when groups make decisions? enjoying the stocking of apples in one of his sto

)

. Groups were more confident about their judgments and choices than indi-
viduals. Because group confidence is not a surrogate for group decision qual-
ity, this overconfidence can fuel groupthink—groupthink was discussed in
Chapter 10-—and a resistance to consider alternative solutions proposed by
individuals outside the group.

3. Groups tend to make more moderate decisions. It appears that the need to

reach consensus or compromise leads to less extreme decisions.™

4. Decision-making accuracy was higher when (a)

groups knew a great deal about the issues at hand
and (b) group leaders possessed the ability to effec-
tively evaluate the group members’ opinions and
judgments. Groups need to give more weight to
relevant and accurate judgments while downplay-
ing irrelevant or inaccurate judgments made by its
members.™

5. The composition of a group affects its decision-

making processes and ultimately performance.

For example, groups of familiar people are more

likely to make better decisions when members

share a lot of unique information. In contrast,
unacquainted group members should outper- These employess are conducting a brainstorming session.
of friends when most group mem-  Brainstorming can be fun and is used to generate multiple

60 ideas and solutions for salving problems.

form groups
bers possess common knowledge.
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Additional research suggests that managers should use a contingency aPPry )
when determining whether to include others in the dccnsmn-makmg Process [,
us now consider these contingency recommendations.

®
Back to the Chapter-Opening Case

To what extent is Google's approach to decisior
recommendations about group decision makir

Practical Contingency Recommendations If the decision occurs fr.
quently, such as deciding on promotions or who qualifies for a loan, use grou
because they tend to produce more consistent decisions than do individuz

Given time constraints, let the most competent individual, rather than a groyy
make the decision. In the face of environmental threats such as time pressur:
and potential serious effects of a decision. groups use less information and fes:
communication channels. This increases the probability of a bad decision. T}

conclusion underscores a general recommendation that managers should keep

mind: Because the quality of communication strongly affects a group’s product:-
ity, on complex tasks it is essential to devise mechanisms to enhance communic:
tion effectiveness.

Group Problem-Solving Technigues

Using groups to make decisions generally requires that they reach a conser

sus. According to a decision-making expert, a consensus “is reached wher 4
members can say they either agree with the decision or have had their ‘day
court’ and were unable to convince the others of their viewpoint. In the fin
analysis, everyone agrees to support the outcome.”™® This definition indicais
that consensus does not require unanimous agreement because group membzr
may still disagree with the final decision but are willing to work toward it
success.

- 'Groups can experience roadblocks when trying to arrive at a consensus i
cision. For one, groups may not generate all relevant alternatives to a probks
because an individual dominates or intimidates other group members. This cu
be overt or subtle. For instance, group members who possess power and a
lhorlty, such as a CEO, can be intimidating, regardless of interpersonal siyk
simply by bping present in the room. Moreover, shyness inhibits the generatio?
of alternatives. Shy or socially anxious individuals may withhold their inp"
for fear of embarrassment or lack of confidence. Sulisﬁ'cing is another hurd
to elffe_ctive group decision making. As previously noted, ELrOUPS satisfice di
to limited time, information, or ability to handle large amounts of inform
tion. A Management expert offered the following dos and don'ts for succs
fully achieving consensus: Groups should use active listening skills, involve

seek out the reasons behind arguments, and dig ¥

» Broups should not horse trade (I'll support you

E _ You supported me on the last one), vote, or agree just

_rocking the boat, e Voting is not encouraged because it can split ¥

group into winners and losers, X

niqzzfl_stl;??makl‘ng expefts ha\_re developed th[:ﬂe group problem-_soh'ing_ :ccﬁ-
ke lclunistcu ming, the nominga] group technique, and the Delphi techniq®

s :;,fzctﬁ feffi‘; ;c:_e:ib!ot_:ks. Knowle_dge of these techniques can help )'O'f [:
ps in the dc(:lsmn-makmg process. Further, the ad\e
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of computer-aided decision making enables managers to use these techniques to
solve complex problems with large groups of people.

Brainstorming Brainstorming was developed by A F Osborn, an advertis-
ing executive, to increase creativity.* Brainstorming is used to help groups generate
multiple ideas and alternatives for solving problems. For example, “Jim Albaugh,
chief c.\'cculiv; of Boeing’s Commercial Airplanes business, tapped eight retired
Boeing executives last fall to form a Senior Advisory Group.”* The group’s goal
was to brainstorm with current engineers and project managers about how best
to get the 787 Dreamliner program on track. Production of the plane experienced
a series of setbacks and is currently more than three years behind its original de-
livery date.

When brainstorming, a group such as Boeing’s Senior Advisory Group is con-
vened, and the problem at hand is reviewed. Individual members then are asked
to silently generate ideas/alternatives for solving the problem. Silent idea genera-
tion is recommended over the practice of having group members randomly shout
out their ideas because it leads to a greater number of unique ideas. Groups tend
to focus on a more limited number of ideas and get fixated on one idea when
they don’t conduct silent brainstorming before sharing in a group setting.®® Next,
these ideas/alternatives are solicited and shared in writing. Managers or team
leaders may want to collect the brainstormed ideas anonymously, as research
demonstrated that more controversial ideas and more nonredundant ideas were
generated by anonymous than nonanonymous brainstorming groups.® Finally, a
second session is used to critique and evaluate the alternatives. Managers are ad-
vised to follow the seven rules for brainstorming used by IDEO, a product design
company:®’

|. Defer judgment. Don't criticize during the initial stage of idea generation.
Phrases such as “We’ve never done it that way,” “It won’t work,” “It’s too
expensive,” and “Our manager will never agree” should not be used.

2. Build on the ideas of others. Encourage participants to extend others’ ideas by
avoiding “buts™ and using “ands.”

. Encourage wild ideas. Encourage out-of-the-box thinking. The wilder and
more outrageous the ideas, the better.

4. Go for quantity over quality. Participants should try to generate and write
down as many new ideas as possible. Focusing on quantity encourages peo-
ple to think beyond their favorite ideas.

" Be visual. Use different colored pens (e.g., red, purple, blue) to write on big
sheets of flip chart paper, white boards, or poster board that are put on the
wall.

6. Stay focused on the topic. A facilitator should be used for keeping the discus-

sion on target.

7. One conversation at a time. The ground rules are that no one interrupts

another person, no dismissing of someone’ ideas, no disrespect, and no

G

un

rudeness.

Brainstormine is an effective technique for generating new ideas{' alternayves. a_nd
research reveals that people can be trained to improve their brams!ormmg ;kllls.
Brainstorming is not appropriate for evaluating alternatives or selecting solutions.

brainstorming Process to gener-

Presenting opinions : ‘
consensus g ate a quantity of ideas.

and gaining agreement to support a
decision.

353
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. real WORLD // real PEOPLE

CKE Restaurants Combines Brainstorming, NGT, and Intuition
to Make Decisions about New Products

At CKE Restaurants, which includes the Hardee's and  out a product

Carl's Jr. quick-service restaurant chains, the process the IL e i :

for new product introduction calls for rigorous testing CKE has attained

at a certain stage. It starts with brainstorming, in which  introductions

several cross-functional groups develop a variety of new  cessful, versus )
pfodum_ ideas. Only some _of them. make ?E past the next How many different groups of paople-alb
phase, judgmental screening, during which a group of volved in the decision-making process at o
marketing, product development, and operations people Restourants? :
will evaluate ideas based on experience and intuition.

Those that make the cut are actually developed and then SOURCE: Excerpted from T H Davenport

tested in stores, with well-defined measures and control g siness £ xperiments,” Harvard Business Revie

groups. At that point, executives decide whether to roll pp 72-73

The Nominal Group Technique The nominal group technique (NGT
helps groups generate ideas and evaluate and select solutions. NGT is a stru:
tured group meeting that follows this format:** A group is convened to discuss:
particular problem or issue. After the problem is understood, individuals silen!
generate ideas in writing. Each individual. in round-robin fashion, then offers o
idea from his or her list. Ideas are recorded on a blackboard or flip chart; th
are not discussed at this stage of the process. Once all ideas are elicited. the grou
discusses them.

Anyone may criticize or defend any item. During this step, clarification is pr-
vided as well as general agreement or disagreement with the idea. The “30-secon!
soap box™ technique, which entails giving each participant a maximum of 35
onds to argue for or against any of the ideas under consideration, can be used!
facilitate this discussion. Alternatively, groups can create an effort/benefit marr
to facilitate this discussion. This is done by identifying the amount of effort a»
the costs required to implement each idea and comparing these to the potent:
beqeﬁts associated with each idea. Finally, group members anonymously vote
their top choices. The group leader then adds the votes to determine the Zroi"
choice. Prior to making a final decision. the group may decide to discuss the 107
ranked items_ and conduct a second round 01:\-'()[il‘lg. i
ing]l;};e {nl()m;:;]r%fizupt:c-chn-ique red uces the roadblocks to group d_ecisiftnlm.‘l:

e atdiing brainstorming from evaluation. (2) promoting balanc
p‘d‘IIlC_Ipath!l among group members, and (3) incorporating mathematical vor:
zi‘-ri_‘lg'lg;z: rllno(l?rlfgi ntg J:xlr: ,c'on;e;stis. CKE Restaurants, for example. “t:
(see Real World/Rea] P leé: gll : GT in its new product dc.\'clopmcm‘Pf;_q‘r
different F e o p fl ove). NGT has begn successfully used in :»

& situations and has been found to generate more 10¢
than a standard brainstorming session. ¢ 3

as ; : gical forecasting.”™ It now 18
:E;‘ multipurpose planning tool. The Delphi technique is a group process
Unl?lfemlgg}s'lly generates ideas or judgments from physically dispersed exp™
; » €Xperts ideas are obtained from questionnaires or via the Infem®
% OPposed to face-to-face group discussions.
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A manager t?egins the Delphi process by identifying the issue(s) he or she wants
to investigate. h)1; t:‘,‘(til'l‘lple. a manager might want to inquire about customer de-
mupd. customers future preferences, or the effect of locating a plant in a certain
region of the country. Next, participants are identified and a questionnaire is de-
\-elopcd.‘The questionnaire is sent to participants and returned to the manager.
In today’s computer-networked environments, this often means that the question-
naires are e-mailed to participants. The manager then summarizes the responses
and sends feedback to the participants. At this stage, participants are asked to
(1) review the feedback, (2) prioritize the issues being considered, and (3) return
the survey within a specified time period. This cycle repeats until the manager
obtains the necessary information.

The Delphi technique is useful when face-to-face discussions are impractical,
when disagreements and conflict are likely to impair communication, when certain
individuals might severely dominate group discussion, and when groupthink is a
probable outcome of the group process.”

Computer-Aided Decision Making The increased globalization of or-
ganizations coupled with the advancement of information technology has led to
the development of computer-aided decision-making systems. Computerization is
being used in two general ways. First, many organizations are using a variety of
computer, software, and electronic devices to improve decision making. Such sys-
tems allow managers to quickly obtain larger amounts of information from em-
ployees, customers, or suppliers around the world. For example, Best Buy, Google,
GE, Intel, and Microsoft all use internal intranets to obtain input from employ-
ees. Both Best Buy and Google found that these systems were helpful in estimat-
ing the demand for new products and services.”” Walmart also is well known for
using computer-aided decision making to improve decision making. For example,
Walmart stores are using a new computerized system to schedule its 1.3 million
workers. The system creates staffing levels for each store based on the number of
customers in the store at any given point in time.” These systems also were found
to improve information processing and decision making within virtual teams—
recall our discussion in Chapter 11.

The second general application of computer-aided decision making relates to
running meetings. Two types of systems are used: chauffeur driven and group
driven. Chauffeur-driven systems ask participants to answer predetermined ques-
tions on electronic keypads or dials. Live television audiences are frequently polled
with this system. The computer system tabulates participants’ responses in a mat-
ter of seconds.

Group-driven electronic meetings are conducted in one of two major ways.
First, managers can use e-mail systems or the Internet to collect information or
brainstorm about a decision that must be made. For example, Miami Children’s
Hospital uses a combination of the Internet and a conferencing software u_-:chnol-
ogv to make decisions about the design of its training programs. Here is what
Loubna Noureddin. director of staff and community education, had to say about
the organization’s computer-aided decision making: “What I truly like about it is
mv connection to other hospitals,” Noureddin says. “I'm able to understand what
other hospitals are doing about specific things. I put my question out, and.pcople
answer back.” She explains, for instance, that using the
Joues have received guidance from other corporate edu-
2 rts. on how to best train workers in such fields

can respond, and I can
system, she and her collez
cators, and even subject-matter expe

Delphi technique Process to
generate ideas from physically
dispersed experts.

nominal group technique Process
to generate ideas and evaluate
solutions.
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Noureddin claims that the system has saved [he company time and mong:
‘ The second method of computer-aided, gmup—drwc_n meetings is condugtyg .
special facilities equipped with individual \\'orksla{llc_)l1s lha_il are networke]
each other. Instead of talking, participants type their input, ideas, comments ..
actions, or evaluations on their keyboards. The input s:mullaxj‘cousl). appears ;
a large projector screen at the front of the room, thereby enabling all Participay
to see all input. This computer-driven process reduces consensus roadblocks i
cause input is anonymous, everyone gets a chance to contribute, and n
can dominate the process. Research demonstrated that computer-aided deci
making produced greater quality and quantity of ideas than either tradis,
brainstorming or the nominal group technique for both small and large gro,
of people.”™
In conclusion, we expect the use of computer-aided decision making to i
‘ crease in the future. These systems are well suited for modern organizational
and for the large number of Millennials or Gen Ys entering the workforce.

. |
‘ ‘ | ’ . as critical care. “You get many other hospitals logging into the system, anq tellin,
‘ : ’ ‘ us what they do,” she says.™

ssksapsshnsuisnisaissdl) Crea‘“\/rty

TO THE POINT In light of today’s need for fast-paced decisions, an organization’s ability to stin:
How can managers late the creativity and innovation of its employees is becoming increasingly impo:
b e tant. Many organizations believe that creativity and innovation, which is discuss
troughout each stage of in Chapter 17, are the seeds of success. Relative to our discussion in this chapier
the creative process? P - . g S 2 ;
creativity can be used in all four steps of rational decision making and anytime &
individual or group is trying solve a problem, make a decision, or develop sor:
thing new. Creativity is particularly important during brainstorming sessions
To gain further insight into managin g the creative process, we begin by definin;
creativity and highlighting the individual and contextual characteristics associate:
with creativity. We then review the stages underlying the creative process and cor-
clude with practical recommendations for increasing creativity in organizations

--------- FessRsssnnsssssnn

Definition and Individual Characteristics
Associated with Creativity

Although many definitions have been proposed, creativity is defined here a [

process of using imagination and skill to develop a new or unique product, 0bg-

process, or thought.” It can be as simple as locating a new place to hang your¢:

keys or as complex as developing a pocket-size microcomputer. Creativity cand
be applied to the context of cutting costs. For example, President Barack Obar

and members of Congress are currently looking for creative ways to cut coss
the federal budget.” This definition highlights li;rcc broad types of creativity. 0%
¢an create something new (creation), one can combine or synthesize things ("

thSIS),_O.l‘ one can improve or change things ( modification ).

. Individual creative behavior is directly affected by a variety of individual "
acteristics. First off, creativity requires motivation. In other words, people M-

a decision whether or not they want to apply their knowledge and capabilities!
Create new ideas, things, or products. In addition to motivation, creative poi*
typically march to the beat of a different drummer. They are highly motivated ™
viduals who spend considerable time developing both tacit and explicit knowld®
about t’helr field of intf;rest Or occupation. But contrary to slc‘reotype& credl’®
252?112 -d r(igo.t necesﬁar”)’ geniuses or introverted nerds. In addition, they 4% ml
prors. “"Adaptors are those who . _ - prefer to resolve difficulties or make &

sions i a Wav as : ;
a2 wlil'll Sl.lChfd way as to have the least impact upon the assumptions, procedif®
ues of the organization. ™’ [p contrast, creative individuals are dissafi®
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table

12=3 Individual Characteristics Associated with Creativity

0

Intellectual Abilities

o ;l_aili’(ty to see problems in new ways and to escape bounds of conventional
inking.

» Ability to recognize which ideas are worth pursuing and which are not.
» Ability to persuade and influence others.

Tacit (Implied) and Explicit Knowledge (about field of interest, occupation,
issue, product, service, etc.)

Styles of Thinking

» Preference for thinking in novel ways of one’s own choosing.

Personality Traits

* Willingness to overcome obstacles.

* Willingness to take sensible risks.

* Willingness to tolerate ambiguity.

* Self-efficacy.

* Openness to experience and conscientiousness.

Intrinsic Task Motivation

Based on discussion in T Brown, “Thinking," Harvard B
temberg and R | Lubart, "Investing in Creativity,” American Psyc

with the status quo. They look for new and exciting solutions to problems. Cre-
ative people tend to be curious.” Further, research indicates that male and female
managers do not differ in levels of creativity, and there are a host of personality
characteristics that are associated with creativity.” These characteristics include,
but are not limited to, those shown in Table 12-3. This discussion comes to life by
considering the following example.

The Post-it Notes story represents a good illustration of how the individual
characteristics shown in Table 12-3 promote creative behavior/performance. Post-
it Notes are a $200 million-a-year product for 3M Corporation:

Example. The idea originated with Art Fry, a 3M employee who used bits of
paper to mark hymns when he sat in his church choir. These markers kept falling
out of the hymnbooks. He decided that he needed an adhesive-backed paper that
would stick as long as necessary but could be removed casily. He soon found what
he wanted in the 3M laboratory, and the Post-it Note was born.

Fry saw the market potential of his invention, but others did not. Market-
survey results were negative; major office-supply distributors were skeptical. So
he began giving samples to 3M executives and their secretaries. Once they actually

t ive paper, they were hooked. Having sold 3M on the

used the little pieces of adhesi _ ;
project, Fry used the same approach with other executives throughout the United

States.”

had to influence others to try out his idea. Table 12-3 shows

Notice how Fry .
e the ability to persuade and influence others.

that creative people hav

creativity Process of developing
something new or unique.

357




358

5.3 LO.8

I -~ : =
& connect cow
www.mcgrawhillconnect.com
for an interactive exercise to

test your knowledge of the
stages of creativity.
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Contextual Characteristics Associated
with Creativity

We noted in Chapter 1 that contextual I'act_o.rs inﬂuenc; our behavi.m i wor
This is certainly true when it comes to creativity. Rcfurrymg lo. our qiﬁCUSSI_m;.-
organizational culture in Chapter ? rcscu.rch‘ fC\'C;{lb‘ lh(_n orgdm;rf-n_mns With 1
adhocracy culture tend to be more innovative.” “Thlh f!lzdlng suggests that man
ers may want to follow the Google experience of ullou_mg molrc flexibility, risk 1.}
ing, and experimentation into the }w_)rk environment in ord_rtr m.enhunce Creatye
behavior among employees. Creativity also Is associated with time pressure 4,
the level of stress in the work environment. C ontrary to the belief lh;n peopk
more creative under a crisis or severe time pressure, time pressure stifles creaiy:
So does stress. Creativity is highest whcn_\\‘orkcrs‘a.m under moderate stress” |
nally, leadership plays a big role in fostering creativity. Leaders can bo:_)st creat

behavior by showing concern for others and by treating employees fairly—reg;
our discussion of equity theory in Chapter 8.*

The Steps or Stages of Creativity

Researchers are not absolutely certain how creativity takes place. Nonethels
we do know that creativity involves “making remote associations” between |
connected events, ideas, information stored in memory (recall our discussion |
Chapter 7), or physical objects. Consider how Dr William Foege, then wor_’a‘i;
for the US Centers for Disease Control and Prevention, led the effort to crgdrc-.:.;
smallpox in Nigeria. Foege realized that his supply of vaccine was insuﬂic.wmi‘.-'
the whole population. But he observed how people congregated to shop in m-
kets, so he targeted his campaign to vaccinate the people in those cmwdedlafe.l:\.
even if they were merely visitors. In so doing, Foege (now a senior fellow with
Carter Center and the Bill and Melinda Gates Foundation) created a mcdellﬁ
future vaccination campaigns that efficiently interrupt the paths by which a vins
spreads.*

The idea of “remote associations” describes thinking such as Foege’s conne:
tion of shopping behavior and a virus’s spread. But it doesn’t explain how Foeg
was able to make this creative link Researchers, however, have identified five stage
underlying the creative process: preparation, concentration, incubation, illumin:
tion, and verification. Let us consider these stages.

The preparation stage reflects the notion that creativity starts from a base0
knowledge. Experts suggest that creativity involves a convergence beh\f_t’ﬂ e
and explicit knowledge. Renowned choreographer Twyla Tharp emphasizes &
significance of preparation in the creative process: “I think everyone can be ot
ative, but you have to prepare for it with routine.” Tharp’s creativity-feeding had
include reading literature, keeping physically active (which stimulates the bru
as well as the rest of the body), and choosing new projects that are very differs
from whatever she has just completed. Even an activity as simple as looking 9’
word in the dictionary offers an opportunity for preparation: Tharp looks at %
word before and after, too., just to see if it gives her an idea ® !

During the concentration stage, an individual focuses on the problem at har
Creative ideas at work are often triggered by work-related problems, incong™
ties, or f‘alluresl. That said, research shows that when you focus too much on lr_\!F:-
to come up with creative solutions it can actually block creativity. For e,\-amrii‘l-
daydreaming has been linked with creativity. Other research demonstrated [

13 v < S7E S W 5 s £
Internet leisure browsing™ increased creativity."” Allow yourself time to be¢*

tract{:d_ when searching for creative solutions as it can enhance the next stag®
creativity—the incubation Stage.
Incubation is done unconsciously.

: : - ol
it , During this stage, people engage in &'
activities while their minds simultaneoy S A

e i : ple
sly mull over information and make €
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real WORLD // real PEOPLE

Martha Beck’s “Kitchen Sink” Technique Increases Creativity

N | 8¢ CIOW! to write & ~ - i a e i % .
g | sat down to write about how we can all  Rollerblades and skated around, squinting slack-jawed

! use the right hemispheres of our brains,  into the middle distance. After a while, a tiny lightbulo
For 30 minutes, | tapped restlessly at a laptop. Nothing  went on. Well, | thought, | could write about this.

' appened, idea-wise. Flat beer. Duh.
Fnally | resorted to a strategy | call the Kitchen Sink. | The Kitchen Sink, you see, is one way to activate your
d bits of eight books: four accounts of brain research,  brain's creative right hemisphere.
one novel about India, one study of bat behavior, one
bioaraphy of Theodore it and 6he marmok of What activities would you include in your kitchen
erhood. Next, | drove to my favorite Rollerblading Sink
stenina en route to a stanc

J-Up Comic, a mys- SOURCE: M Beck, “Half a Mind Is a Terrible Thing to Waste,”

tery novel, and an Eckhart Tolle lecture. | \"f‘{?gﬁ]ke(i on my Oprah Magazine, November 2009, p 57.

associations. Martha Beck, author of six book, uses a technique she calls the
“kitchen sink™ during this stage. The Real World/Real People above illustrates
its application when she was trying to write an article on how to better use the
creative side of our brains. Associations generated in this stage ultimately come to
life in the illumination stage. Finally, verification entails going through the entire
process to verify, modify, or try out the new idea.

Let us examine the stages of creativity to determine why Japanese organiza-
tions propose and implement more ideas than do American companies. To address
this issue, a creativity expert visited and extensively interviewed employees from
five major Japanese companies. He observed that Japanese firms have created a
management infrastructure that encourages and reinforces creativity. People were
taught to identify problems (discontents) on their first day of employment. In
turn. discontents were referred to as “golden eggs” to reinforce the notion that it
is good to identify problems.

These organizations also promoted the stages of incubation, illumination,
and verification through teamwork and incentives. For example, some companies
posted the golden eggs on large wall posters in the work area; employees were then
encouraged to interact with each other to execute the final three stages of the cre-
ative process. Employees eventually received monetary awards for any suggestions
that passed all five phases of this process.™ This research underscores the conclu-
sion that creativity can be enhanced by effectively managing the creativity process
and by fostering a positive and supportive work environment.

'.3 Lo.e Practical Recommendation
for Increasing Creativity

While some consultants recommend hypnotism asa good way to increase employ-
fer suggestions derived from research and three executives
ive companies: Jeffrey Katzenberg, CEO of Dream-
works Animation; Ed Catmull, cofounder of Pixar; and David Kelley, founder
of IDEO. Both research and practical experience underscore tl!e conplpsion that
creativity can be enhanced by effectively managing the stages of creativity and by
I'mterint_; a positive and supportive work environment. To that _end._ managers are
encouraged to establish an organizational culture that emphasizes innovation, to
establish innovation goals (e.g., develop five new patents), dnd to allocate rewa‘rds
and resources to innovative activities. At a minimum, individuals need the time

ees’ creativity, we pre
leading creative or Innovative ¢




2. Discuss eight dec:‘sion-maklhg biases,
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Group and Social Processes

d space to reflect and think about whatever issues or problems need crey
and sps

solutions.

All three executives further recommenq that _manfigemenl should crey
“safe” work environment that encourages rls";l: laklﬂng. dlflop.or‘ny, CD"ﬁbOFat;:'
and trusting relationships among.employessz These CX)C(.L:U\.-CS suggest thy
important to develop a “peer environment in whl_ch pgop e d‘I'E r(n;)re Conce_w_:i-_
about working for the greater good thar] for Il:war own 'plc?:md Sl-'m.?
norm can be nurtured through the use of trem._s‘lormalmn:i tdders!‘np_ ‘“'hi‘u
discussed in Chapter 16.*° The wilImgr_u?ss to give and uccepf ongoing feeghy
in a nondefensive manner is another FrllIL“dll component uf"z? LPI[UFC dfdlc-‘dt?g;
creativity. For example, Pixar uses di?ll}’ reviews or dfiillt?s asa P’TO(_.‘ESS.UI gy
and receiving constant feedback. This WI!I be most effective if organizationy;;
managers in the process of providing c‘ﬂe_ct_we feedback. Ed _C almu[.] .md Da
Kelly also emphasize the importance of hiring great peoplc who possess some
the individual characteristics shown ip Tub]c 12-3. This can.bc fiong by asking o
applicants “for a story, example or insight l_hul reveals I.hll"!i(.an.judgm?g;. Al
problem-solving skills.” For example, you might ask an individual to describe
situation in which he or she improvised or hmy he or she handled a complex pr»
lem in a previous job.”" Finally, these executives also suggest lhat' managems
should stay connected with innovations taking plzu;c in the acadcm:c_commun':_
For example, Dreamworks invites academics to dehvgr lectures and Pixar encou-
ages technical artists to publish and attend ;lczu_jcmlc gonfercnccs. In summ:r
creativity is a process that can be managed, un‘d it is bl.ll!l around the ph_ilosors'
of hiring and retaining great people to work in a positive and supportive worl

environment.

Summary of Key Concepts

1. Compare and contrast the rational model of decision mak-

ing, Simon’s normative model, and the garbage can model,
The rational decision-making model consists of identify-
ing the problem or opportunity, generating alternative
solutions, evaluating and selecting a solution, and imple-
menting and evaluating the solution. Research indicates

that decision makers do not follow the series of steps out-

lined in the rational model.

Simon’s normative model is guided by a decision
maker’s bounded rationality. Bounded rationality means
that decision makers are bounded or restricted by a vari-
ety of constraints when making decisions. This leads to
satisficing,

The garbage can model s based on the assumption
that decision making is sloppy and haphazard. Decisions
result from an interaction between four independent

streams of events: problems, solutions, participants, and
choice opportunities,

Decision-making
gmental heuristics,

bias occurs as the result of using jud
isi making include

- Discuss the thrysy of evidence-based decision making and
its implementation

principles. The goal of evidence-based

4

decision making is to conscientiously use the best datz
when making decisions. Seven implementation principi:
help companies to integrate this process into an Olgﬂﬂ'ﬁ
tion’s culture: (a) treat your organization as an unfinite
prototype, (b) no brag, just facts, (¢) see yourself and o
organization as outsiders do, (d) evidence-based mandg
ment is not just for senior executives, (e) like everythint
else, you still need to sell it, (£) if all else fils dow
spread of bad practices, and (g) the best diagnostic gue-
tion: what happens when people fail?

Explain the model of decision-making styles The mode
of decision-making styles is based on the idea that f‘yh
vary along two different dimensions: value orientation
and tolerance for ambiguity. When these two dimensio®
are combined, they form four styles of decision makin
directive, analytical, conceptual, and behavioral. Pwplt
with a directive style have a low tolerance for ambigt-
ity and are oriented toward task and technical concern
Analytics have a higher tolerance for ambiguity ’md "
Characterized by a tendency to overanalyze a situatio’
People with a conceptual style have a high Whﬁ
ambiguity and tend to focus on people or social aspect
a work situation. This behavioral style is the most
oriented of the four styles,

« Explain the model of intuition and the ethical d“m
Intuition consists of insight or knowledge that is l
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without the use of rational thought or logical inference,
There are two types of intuition: holistic hunches and
automated experiences. Intuition is represented by two
distinct process, one is automatic and the second is con-
trolled, and there are two sources of intuition: expertise,
which consists of an individual’s combined explicit and
tacit knowledge regarding an object, person, situation, or
decision opportunity; and feelings. Intuition is based on
the interaction between one’s expertise and feelings in a
given situation.

The ethical decision tree presents a structured ap-
proach for making ethical decisions. Managers work
through the tree by answering a series of questions and
the process leads to a recommended decision.

o

Summarize the pros and cons of involving groups in the
decision-making process. There are both pros and cons

to involving groups in the decision-making process. Al-
though research shows that groups typically outperform
the average individual, there are five important issues to
consider when using groups to make decisions. (a) Groups
are less efficient than individuals. (b) A group’s overcon-
fidence can fuel groupthink. (¢) Groups tend to make
more moderate decisions than individuals. (¢) Groups
are more accurate when they know a great deal about the
issues at hand and when the leader possesses the ability
to effectively evaluate the group members’ opinions and
judgments. (¢) The composition of a group affects its
decision-making processes and performance. In the final
analysis, managers are encouraged to use a contingency
approach when determining whether to include others in
the decision-making process.

Key Terms

Decision making, 330 Satisficing, 333

Rational model, 330

Individual and Group Decision Making

Garbage can model, 333
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7. Contrast brainstorming, the nominal group technique, the
Delphi technique, and computer-aided decision making.
Group problem-solving techniques facilitate better de-
cision making within groups. Brainstorming is used to
help groups generate multiple ideas and alternatives for
solving problems. The nominal group technique assists
groups both to generate ideas and to evaluate and select
solutions. The Delphi technique is a group process that
anonymously generates ideas or judgments from physi-
cally dispersed experts. The purpose of computer-aided
decision making is to reduce consensus roadblocks
while collecting more information in a shorter period
of time.

8. Describe the stages of the creative process. Creativity is
defined as the process of using imagination and skill
to develop a new or unique product, object, process, or
thought. There are five stages of the creative process:
preparation, concentration, incubation, illumination, and
verification.

9. Discuss practical recommendations for increasing creativity.
Creativity can be enhanced by effectively managing the
stages of creativity and by fostering a positive and sup-
portive work environment. People need the time and space
to be creative. Managers are encouraged to create a “safe”
work environment that encourages risk taking, autonomy,
collaboration. and trusting relationships among employ-
ees. It also is important to develop a “peer environment”
in which people are more concerned about working for
the greater good than their own personal success.

Decision tree, 347
Consensus, 352

Problem, 330 Judgmental heuristics, 335 Brainstorming, 353

Opportunity, 331 Evidence-based decision Nominal group technique, 354

Optimizing, 332 making, 338 Delphi technique, 354
Decision-making style, 341 Creativity, 356

Nonrational models, 333

: ition,
Bounded rationality, 333 Intuition, 344

OR in Action Case Study

Faulty Decision Making Is a Cause of the Deepwater Horizon Disaster?®

Federal authorities investigating BP PLC’s oi.l spill in the
Gulf of Mexico are zeroing in on bad decisions, missed
d worker disagreements in the hours before
aboard the Deepwater Horizon that
mental disasters in US

warnings, an
the April 20 inferno :
spawned one of the worst environ
history.

In particular, the p
ers missed telltale signs th

anel is examining why rig work-
at the well was close to an

uncontrolled blow-out, according to an internal document
assembled by the investigators and reviewed by The Wall
Street Journal. The document lists more than 20 “anoma-
lies” in the well’s behavior and the crew’s response that par-
ticularly interest the investigators.

Investigators are also turning attention to decisions
made by employees of Transocean Ltd., the rig’s owner, in
addition to those made by BP that day, the list indicates.

e
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In particular, the list suggests investigators are Iookmglal‘
whether better coordination between the two companies
might have prevented the disaster. The dgcumem m({ludch
several instances of unexpected pressure Increases trigger-
ing disagreements among workers from the two firms. e

The list of 20 anomalies includes several irregularities
in the well's behavior, some of which were already known.
The list also includes instances where common well-control
protocols weren'’t followed.

Aboard a rig, any single problem by itself might not be
cause for alarm, according to industry officials with expe-
rience in deep-water drilling. But the cascade of problems
on the Deepwater Horizon in the hours before it exploded
should have been a warning to workers to try to shut the
well or take other precautions to avoid potential disaster.

Eleven people died aboard the rig as it burned in April
and sank.

In this week’s planned testimony, the investigative panel
is likely to ask rig workers why none of the signs led to a
halt in work. Instead, workers from BP and Transocean
kept taking steps to complete the well, including removing
heavy fluid, known as drilling “mud,” that is used to tamp
down pressure within a well. according to documents pre-
viously released to congressional investigators,

Itisn’t clear if the crew noticed in the hours before the
explosion that more fluid was leaving the well than work-
€IS were putting into it—a potential sign of a serious im-
balance deep within a well that can lead to a catastrophe.
These signs continued for several hours, until the well ex-
ploded shortly before 10 pu.. according to the list.

At noon on April 20—some 10 hours before the blow-
out occurred—more fluid left the pipe than was expected
during routine test. And around 4 p.m., pressure on the
drill pipe was higher than expected, the panel notes. Both
are indications that workers were losing control,

Workers were having a tough time determining exactly
how much fluid was entering and leaving the well because
sa:}lpltaltleous operations were under way. The pane] was
critical of this. “Hard to track fluid volumes in the wellbore
when you are pumping mud to boat . . . and also [pumping]
saltwater into the hole.” the list notes.

f €gal/tthical Challenge

Part Three Group and Social Processes

Shortly before 5 p.M., pressure built Up unexpegteq, |

the section of pipe suspended in the well, Managers . i
BP and Transocean disagreed on what that mean; e I

employees recalled a disagreement between Transog,,, |

and BP on the rig floor about the negative test and prec:.., |
on the work string,” the list notes. B

At 7:10 p.m., BP’s two top officials on the rig me: ,
the spot where the pipe comes out of the water and th; _l
the rig’s floor. They discussed the high pressure, ac,
ing to the investigative panel, which has been gathe;,
evidence for two months. Transocean rig workers, g
ing to the panel, offered an explanation that didn ;
an alarm.

That employees of Transocean, the rig’s owner, i
not have realized the seriousness of the situation—;
may have misunderstood the data from the well—,
shift some scrutiny onto that company. Most of the
light so far has fallen on BP. which owned the wel
hired Transocean to drill it.

BP has emerged as a target of criticism for amongot:
things, choosing a well design that was less costly o'
than alternative designs, but which came with addii;
risks. The investigative panel’s list of anomalies ui:
scores how easy it can be to overlook signs that a decpy
ter well is in trouble and could turn deadly,

Questions for Discussion

1. Which model of decision making is represented in th

case?

To what extent did decision-making biases impact i

decisions made in this case? Identify the specific bias:s

that were present. Is BP's and Transocean’s approact

more characteristic of the rational, normative, or gar

bage can models of decision making? Discuss your

rationale.

3. How could evidence-based decision making been use:
to help avoid this disaster?

4. What do you think are the key causes of this disaster

S. What are the key takeaways from this case? Explain

2

How Would You Handle the Early Reporting of Sales?:

counlmg.group at headquarters, he js now the controller
for a regional sales unit of g consumer electronics com-
pany. He is excited about this step up and wants to build
a good relationship with his new team. However, when
the quarterly numbers_ ¢, he realizes that lI;c next

damage. But this is the first time he is working with peo*
whp are creating the problem instead of those who &
trying to fix it.

This may seem like a mundane accounting matter. B/
the consequences . . - Ar'e very serious.

What would you do if you
were Jonathan?

1 Ngthing. I need to get along with my new team, and
th!s has bc_en standard practice in the past. Further
this really isn’t tha much of a big deal.

{
i
i
!
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2. Letit go for now, but I will speak to the group’s man-
ager about this practice. My goal would be to under-
stand why this practice has been going on, and then I
might attempt to put an end to it.

3. Confront the issue right now and put an end to this
practice. If T get any resistance, I would immediately
reach out to my contacts at corporate headquarters.

4. Invent other options.

For study material and exercises that apply to this chapter, visit our website at www.mhhe.com/kreitner10e




