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Decision Making in
Organisations

Understanding how effective decisions shape organisational success
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The Foundation of Organisational Success

Decision making is the systematic process of selecting the
most appropriate course of action from multiple alternatives
to achieve organisational goals. It represents a core
managerial function that permeates every aspect of
business operations—from strategic planning and resource
allocation to daily operational choices.

Every management level engages in decision making: top
executives chart strategic directions, middle managers align
tactical initiatives, and operational staff handle routine
choices. Quality decisions directly determine organisational
effectiveness, operational efficiency, and long-term
adaptability in dynamic markets.

"The quality of decisions determines the success of an organisation.”
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Core Characteristics of Decision Making

Goal-Oriented Process Continuous & Dynamic Pervasive Function

Every decision aims to achieve Decision making is not a one-time Present at all hierarchical levels,
specific, measurable objectives event but an ongoing, iterative decisions cascade through the
aligned with organisational vision activity adapting to changing organisation creating coordinated
and mission. circumstances. action.

Rational & Logical Commitment to Action

Based on systematic data collection, rigorous analysis, Decisions create accountability and lead to concrete
and sound reasoning rather than impulse or emotion. implementation with measurable outcomes and

responsibility.
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Understanding Decision Types

Programmed Decisions
1 Routine, structured, and repetitive choices that follow established procedures and policies.

Examples: Monthly budget approvals, leave sanctioning, inventory reordering, performance appraisals

Non-Programmed Decisions

2 Novel, unstructured situations requiring creative problem-solving and judgement without precedent.

Examples: Market expansion strategies, crisis management, mergers and acquisitions, new product launches

Strategic Decisions

3

Long-term, organisation-wide choices made by top management affecting fundamental direction and survival.
4 Tactical Decisions

Medium-term departmental choices by middle management implementing strategic plans into operational reality.
5 Operational Decisions

Short-term, day-to-day decisions by lower management ensuring smooth functioning of routine activities.
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The Seven-Step Decision-Making Process

Effective decisions follow a systematic approach that ensures thorough analysis and successful implementation:

Ol 02 03

Identify the Problem Gather Information Develop Alternatives

Recognise and clearly define what needs Collect comprehensive internal and Generate multiple possible courses of

to be solved, distinguishing symptoms external data, including market research, action through brainstorming,

from root causes. financial reports, and stakeholder benchmarking, and creative thinking.
inputs.

04 05 06

Evaluate Alternatives Choose Best Alternative Implement the Decision

Systematically assess each option's Select the most suitable option based Execute the chosen plan with clear

advantages, disadvantages, feasibility, on criteria such as alignment with goals, communication, resource allocation,

costs, and potential risks. resource availability, and expected timelines, and assigned responsibilities.
outcomes.

07

Review the Decision

Monitor implementation progress, measure results against expectations, and make necessary adjustments for continuous
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Key Factors Influencing Decisions

Internal Influences

Organisational Structure

Hierarchical frameworks and reporting relationships that
define authority and communication channels.
Policies & Procedures

Established guidelines and standard operating protocols
that constrain or enable certain choices.

Leadership Style

Management approach—autocratic, democratic, or
laissez-faire—that shapes decision-making culture.

Available Resources

Financial capital, human talent, technology infrastructure,
and time constraints affecting options.

Organisational Culture

Shared values, beliefs, and norms that influence risk
tolerance and acceptable practices.

External Influences

Economic Trends

Market conditions, inflation rates, economic growth, and
financial stability affecting business viability.
Competitive Landscape

Rival strategies, market positioning, and industry

dynamics requiring responsive decision making.

Legal & Political Environment

Government regulations, compliance requirements, and
political stability shaping permissible actions.

Technological Advances

Innovation pace, digital transformation, and emerging
technologies creating opportunities and threats.

Personal Factors

Manager's experience, intuition, cognitive biases, risk
appetite, and individual judgement capabilities.
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Decision-Making Models & Theories

Rational Model Bounded Rationality Model

The classical approach emphasising logical, systematic, Herbert Simon's realistic framework acknowledging
and objective decision making through comprehensive human cognitive limitations and organisational
analysis. constraints.

e Define problem with precision e Recognises limited information availability

e |dentify all possible alternatives e Accounts for time and resource constraints

e Evaluate using quantitative criteria e Managers "satisfice" rather than "optimise”

e Select optimal solution mathematically e Seeks good enough solutions, not perfect ones
e Assumes perfect information and unlimited time e Reflects real-world decision complexity

Best for: Structured problems with clear objectives and Best for: Complex, ambiguous situations with incomplete
measurable outcomes data

Intuitive Model VVroom-Yetton Model
Experience-based approach relying on gut feelings, Contingency framework suggesting appropriate
pattern recognition, and accumulated wisdom rather decision-making styles based on situational

than formal analysis. characteristics and desired outcomes.

e |everages tacit knowledge and expertise e Autocratic: Leader decides independently

e Rapid decision making under pressure e Consultative: Seeks input before deciding

e Effective in familiar situations e Group-based: Collaborative team consensus

e Complements analytical thinking e Considers decision quality needs

e Particularly valuable in crisis scenarios e Balances efficiency with acceptance

Best for: Time-sensitive decisions in uncertain Best for: Selecting leadership approach for specific
environments contexts
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The Strategic Imperative of Effective Decision Making

Effective decision making transcends routine management tasks—it
represents a critical strategic capability essential for sustained
organisational excellence. Quality decisions enhance operational
efficiency, foster organisational adaptability, and strengthen competitive
positioning in dynamic markets.

Strong decision-making processes build team coordination, establish
clear goal alignment, and reduce organisational risk through systematic

analysis and foresight. They create an environment that encourages
innovation by thoroughly evaluating creative alternatives and learning

from both successes and failures.

Remember: Every decision shapes organisational culture, influences
stakeholder confidence, and determines long-term viability. Mastering

this fundamental skill separates exceptional leaders from average

managers.
Improved Efficiency Faster Adaptation Higher Innovation
Organisations with structured decision Companies excel at responding to Systematic evaluation of alternatives

processes report significant operational  market changes through agile decision  leads to breakthrough creative solutions
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