Chapter- IV

The Manager as a Decision Maker
The Rational Approach to Decision Making
The physical sciences provide an alternative approach to decision making which is readily adaptable to management problems. The rational approach (some times called the scientific approach) to decision making is outlined in figure:

The rational approach to decision making 












The following example illustrates the scientific approach to decision making.
Suppose Mr. Ryan, who is office manager for the TDY Company, in trying to reach a decision concerning the selection of a new supplier of office materials for his insurance business.

1. The present supplier has been late on deliveries with seven out of nine orders.

2. After consulting with the members of the office staff, Ms. Ryan selected the following criteria for the decision: dependability, price, delivery time, location of the suppliers, and variety of products offered. After further consultation with his staff. Ms. Ryan established the priorities, weights (or relative importance of each items), and limits for the criteria, as shown in table.

Priorities, weights and limits of office supplier:
	Criteria
	Priority
	Weight (1-5)
	Limit, if any

	Dependability
	1
	5
	

	Variety of products offered
	2
	4
	A full line of products

	Price
	3
	3
	Competitive

	Delivery time
	4
	2
	Less than four weeks

	Location of supplier
	5
	1
	Have at least one branch in the city


3. After looking through the city directory and talking with the managers of the local office suppliers Association, Mr. Ryan gathered available information and data.

4. After collecting data, Mr. Ryan identified possible candidates.

5. Then evaluated each with respect to each criterion. Following table shows the results of this evaluation using a scale of one (low) to nine (high).
The total for each line was found by multiplying each individual criterion evaluation by its respective weight and then summing all of these scores for the respective alternative.
Evaluation of Alternative Suppliers:
	Weight

                        Criteria

Alternative
	5
	4
	3
	2
	1
	Total

	
	Dependability
	Variety of products 
	Price
	Delivery time
	Location of supplier
	

	Office Supply
	6
	7
	8
	3
	6
	102

	ABC Company
	7
	4
	5
	8
	5
	92

	Acme Supply
	9
	3
	9
	8
	5
	114

	University Supply
	4
	6
	7
	3
	7
	85

	QTR Supply
	3
	6
	6
	4
	7
	78


6. Now that each alternative has been evaluated with regard to the criteria, it is evident that Mr. Ryan should select Acme Supply Company because it received the highest point total.
Limitations of the Rational Approach
While the rational approach to decision making is certainly an improvement over the Intuitive Approach, it is not without its problems and limitations.
First: Difficulties arise in setting decision objectives because the decision maker may not always know the criteria used in evaluating the decision.

Second: Most decisions are based on limited knowledge.

Third: The temptation to manipulate the information and choose a favored – but not necessarily the best – alternative.
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