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Decision Making, Learning, Creativity, and Entrepreneurship

  


True / False Questions
 

1. Managers make decisions whenever they are engaged in planning, organizing, leading, or controlling. 
True    False

 

2. Decision making in response to opportunities occurs when managers search for ways to improve organizational performance to benefit customers, employees, and other stakeholder groups. 
True    False

 

3. Decision making in response to opportunities occurs when events inside or outside the organization adversely affect organizational performance and managers search for ways to increase performance. 
True    False

 

4. Nonprogrammed decision making is a routine, virtually automatic process. 
True    False

 

5. A manager who makes a programmed decision relies on established rules and guidelines. 
True    False

 

6. The likelihood of a manager making an error in judgment is much greater in programmed decision-making than in nonprogrammed decision-making. 
True    False

 

7. The classical decision making model assumes that managers have all of the information they need in order to make the optimum decision. 
True    False

 

8. The optimum decision is the most appropriate decision possible in light of what they believe to be the most desirable consequences for the organization. 
True    False

 

9. According to March and Simon, decision making is always an inherently uncertain and risky process. 
True    False

 

10. The administrative model is based on three important concepts: bounded rationality, complete information, and optimizing. 
True    False

 

11. The administrative model suggests that human decision-making capabilities are limited in their ability to interpret, process, and act on information. 
True    False

 

12. In most situations, information is incomplete and a full range of alternatives is unknowable. 
True    False

 

13. In the real world, managers must rely on their intuition and judgment to make what seems to them to be the best decision in the face of uncertainty and ambiguity. 
True    False

 

14. According to March and Simon, managerial decision making is frequently more of a science than an art, especially when nonprogrammed decisions are involved. 
True    False

 

15. The first step in the decision-making process is to recognize the need for a decision. 
True    False

 

16. Generating creative alternatives to solve problems and take advantage of opportunities requires that managers explore their existing mind-sets. 
True    False

 

17. The key to a good assessment of the alternatives is to define the opportunity or threat exactly. 
True    False

 

18. One reason for bad decisions is that managers often fail to specify the criteria that are important in reaching a decision. 
True    False

 

19. The tendency of managers to ignore critical information is not as serious as the existence of incomplete information. 
True    False

 

20. Systematic errors cause cognitive biases, which enable managers to make good decisions. 
True    False

 

21. When managers fall victim to prior-hypothesis bias, they tend to seek and use information that is consistent with their prior beliefs and to ignore information that contradicts those beliefs. 
True    False

 

22. Individual decision making is superior to group decision making in several respects. 
True    False

 

23. When a group of managers makes a decision, the probability that the decision will be implemented successfully increases. 

True    False

 

24. When groupthink occurs, pressures for agreement and harmony within a group tend to encourage individuals to think independently, raise questions, and develop creative alternatives. 
True    False

 

25. Dialectical inquiry is easier to use than devil's advocacy to blunt the effects of groupthink in group decision making. 
True    False

 

26. The ability of a decision maker to discover novel ideas that lead to feasible alternatives in decision-making is known as creativity. 
True    False

 

27. According to Senge's concept of the learning organization, team learning is less important than individual learning when trying to increase organizational learning. 
True    False

 

28. It is relatively easy to create a learning organization. 
True    False

 

29. When a group meets face-to-face and attempts to generate a wide variety of alternatives as possible solutions to a problem without criticizing them until all of the alternatives have been presented, brainstorming has occurred. 
True    False

 

30. Entrepreneurs are likely to have an external locus of control, believing that they are responsible for what happens to them and that their own actions determine important outcomes such as the success or failure of a new business. 
True    False

 

31. Entrepreneurship is the same as management. 
True    False

 

32. Entrepreneurship is noticing an opportunity to satisfy a customer need and then deciding how to find and use resources to make a product that satisfies that need. 

True    False

 

33. A skunkworks is a group of intrapreneurs who are deliberately separated from the normal operation of an organization to encourage them to devote all their attention to developing new products. 
True    False

 

34. The higher the level of entrepreneurship in a firm, the higher will be the level of learning and innovation. 
True    False

 

 


Multiple Choice Questions
 

35. The process by which managers respond to opportunities and threats facing their organization by analyzing options and taking actions is known as: 
A. Brainstorming
B. Intuition
C. Decision making
D. Bounded rationality
E. Heuristics

 

36. Managers make decisions when they are involved in which managerial function? 
A. Planning and controlling only
B. Planning only
C. Planning, organizing, controlling but not leading
D. Organizing and leading only
E. Planning, organizing, leading, and controlling

 

37. Decisions that have been made many times in the past and for which managers have rules and guidelines as to how to make similar decisions in the future are known as: 
A. Nonprogrammed decisions
B. Heuristic decisions
C. Programmed decisions
D. Intuitive decisions
E. Creative decisions

 

38. When the paper supply reaches a minimum level, Ethan makes a call to the supplier to order more paper. What type of decision does this represent? 
A. Nonprogrammed decisions
B. Heuristic decisions
C. Programmed decisions
D. Intuitive decisions
E. Creative decisions

 

39. Jeanie, the human resource manager, hires more workers when the existing workers overtime exceeds 10%. This is an example of which type of decision? 
A. Programmed decisions
B. Heuristic decisions
C. Nonprogrammed decisions
D. Intuitive decisions
E. Creative decisions

 

40. Barbara, a school superintendent, asks the local school board for permission to hire an additional teacher whenever the student enrollment at a certain grade level within a school increases by 35 students beyond capacity. This is an example of which type of decision? 
A. Programmed decisions
B. Heuristic decisions
C. Nonprogrammed decisions
D. Intuitive decisions
E. Creative decisions

 

41. Peggy, a plant foreman, asks the plant superintendent to hire an additional worker whenever overtime hours for the previous month increase by more than 15 percent over the headcount. This is an example of which type of decision? 
A. Intuition
B. Groupthink

C. Satisficing
D. Programmed
E. Nonprogrammed

 

42. Based on guidelines established by the accounting manager, Jaime, the accounts payable clerk, makes payments to vendors in order to maximize discounts. What type of decision does this represent? 
A. Programmed
B. Nonprogrammed
C. Intuition
D. Groupthink
E. Bounded rationality

 

43. Programmed decision making is a ______. 
A. Novel
B. Routine
C. Intuitive
D. Unusual
E. Nonroutine

 

44. Nonroutine decisions made in response to novel situations in business are known as: 
A. Intuitive decisions

B. Creative decisions
C. Programmed decisions
D. Heuristic decisions
E. Nonprogrammed decisions

 

45. When a manager makes a good decision based on a "gut feeling," this is known as: 
A. A programmed decision
B. A nonprogrammed decision
C. A heuristic decision
D. An intuitive decision
E. The illusion of control

 

46. Which of the following would NOT be considered a nonprogrammed decision of Jochen Zeitz, CEO of Puma? 
A. Launch a new promotional campaign
B. Hire additional staff
C. Enter a new market
D. Expand internationally
E. Develop a new product line

 

47. Jordan, the manager of JT's Tasty Treats, is trying to decide whether to introduce a new frozen dessert that has never been sold previously. This represents which type of decision for 
Jordan? 
A. Programmed
B. Intuition
C. Optimizing
D. Nonprogrammed
E. Satisficing

 

48. WashUrCar, which operates five car washes, is attempting to decide whether or not it should purchase a new type of drying equipment. This represents which type of decision for the organization? 
A. Programmed
B. Intuition
C. Optimizing
D. Nonprogrammed
E. Satisficing

 

49. With sales lagging due to the poor economic conditions, Abby, the manager of Photography by Abby, has decided to launch a large scale advertising campaign to promote her services. This represents which type of decision for the organization? 
A. Nonprogrammed
B. Intuition
C. Optimizing
D. Programmed

E. Satisficing

 

50. Which of the following would NOT be used to describe a nonprogammed decision? 
A. Unusual
B. Novel
C. Nonroutine
D. Routine
E. Intuitive

 

51. The classical model specifies how decisions should be made. In other words it is: 
A. Heuristic
B. Prescriptive
C. Optimizing
D. Intuitive
E. Satisficing

 

52. In the classical model of decision-making, the most appropriate decision given the likely future consequences to the organization is known as the ____________ decision. 
A. Intuitive
B. Creative
C. Heuristic
D. Obvious

E. Optimum

 

53. What assumption is made by the classical model? 
A. There is no optimum decision
B. There is more than one alternative
C. There is only one alternative
D. Managers have access to all the information they need
E. Managers are not capable of making decisions

 

54. In the administrative model of decision making, when the number of possible alternatives to a decision is so large that the manager cannot possibly evaluate all of them before making a decision, this is called: 
A. Satisficing
B. Bounded rationality
C. Brainstorming
D. Devil's advocacy
E. Optimizing

 

55. According to the administrative model of decision making, even if managers had unlimited ability to evaluate information, they still would not be able to arrive at the optimum decision. Why? 
A. Managers still have incomplete information

B. Managers have unbounded rationality
C. Managers are not capable of making an optimum decision
D. Managers have varying perspectives
E. Managers have too many alternatives

 

56. Which of the following does NOT contribute to incomplete information? 
A. Risk
B. Uncertainty
C. Time constraints
D. Ambiguity
E. Egoism

 

57. When managers know the possible outcomes of a decision and can assign probabilities to each of these outcomes in terms of their likelihood of occurrence in the future, this is known as: 
A. Uncertainty
B. Certainty
C. Risk
D. Bounded rationality
E. Dialectical inquiry

 

58. In 1993, when Apple Computer introduced the Newton, its personal digital assistant 
(PDA), managers had no idea what the probability of a successful product launch for a PDA might be. This condition is called: 
A. Risk
B. Uncertainty
C. Bounded rationality
D. Optimization
E. Satisficing

 

59. When managers cannot assign probabilities of future occurrence to possible alternatives to a decision, this is known as: 
A. Certainty
B. Risk
C. Bounded rationality
D. Uncertainty
E. Satisficing

 

60. A reason why information is incomplete is that much of the information managers have at their disposal is ______ information. 
A. Ambiguous
B. Complicated
C. Specific
D. Heuristic
E. Satisficed

 

61. Eileen, a college professor, is attempting to choose the best textbook for an upcoming course. After reviewing ten of the twenty possible choices, she runs out of time, and chooses one. What has she done? 
A. Optimized
B. Brainstormed
C. Bounded her rationality
D. Satisficed
E. Used devil's advocacy

 

62. According to the administrative model, in the real world, managers must rely on their ______ to make what seems to them to be the best decision in the face of uncertainty and ambiguity. 
A. Intuition
B. Education
C. Unbounded rationality
D. Employees
E. Superiors

 

63. Because the radio station's special rate program was about to expire, Tim proceed with his promotional campaign even though he didn't have all the information he needed. Tim's information was incomplete because of: 
A. Bounded rationality

B. Ambiguous information
C. Unbounded rationality
D. A time constraint
E. An information cost

 

64. What do managers do when they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision? 
A. Sacrifice
B. Compromise
C. Optimize
D. Satisfice
E. Rationalize

 

65. When Jerry, a purchasing agent, was looking for ice cream suppliers for JT' Frozen Treats, he got bids from the top two dairies in the area as opposed to all the available suppliers. What type of a decision does he have to make? 
A. Programmed
B. Intuition
C. Judgement
D. Satisficing
E. Optimizing

 

66. Paramount Kitchen Countertops decides to ask three advertising agencies to pitch a proposal to handle the organization's business, instead of asking all of the advertising agencies in the city where this organization's headquarters are located to pitch the account. What type of decision does this represent? 
A. Programmed
B. Nonprogrammed
C. Satisficing
D. Certainty
E. Rational

 

67. The purchasing manager for Ford Motor Co. decides to call three suppliers of automobile windshields to ask for bids on an order for windshields for a new Ford car, instead of calling fifty possible windshield suppliers for such a bid. What type of decision does this represent for the purchasing manager? 
A. Nonprogrammed
B. Illusion of control
C. Certainty
D. Programmed
E. Satisficing

 

68. Which of the following is NOT a reason for managers to pursue a satisficing strategy? 
A. Bounded rationality
B. Certain future
C. Unquantifiable risks
D. Considerable ambiguity
E. High information costs

 

69. Based on the work of March & Simon's Administrative Model, the first step in the managerial decision-making process is to: 
A. Choose among alternatives.
B. Assess alternatives.
C. Implement the chosen alternative.
D. Recognize the need for a decision.

E. Generate alternatives.

 

70. Which of the following is NOT one of the four criteria managers use to evaluate the pros and cons of alternative courses of action? 
A. Legality
B. Rationality
C. Economic feasibility
D. Practicality
E. Ethicalness

 

71. A marketing manager wants to budget the advertising for a new product launch. She is trying to determine the amount of money that her company can afford to spend on advertising this new product. Which criterion of decision-making is this marketing manager focusing? 
A. Legality
B. Ethicalness
C. Economic feasibility
D. Practicality
E. Unbounded rationality

 

72. Before deciding to expand his operations to China, Josh has his attorney look over the contracts to ensure the organization is following all the governmental regulations required by the Chinese officials. Josh is focusing on which criterion for decision-making? 
A. Practicality
B. Ethicalness
C. Economic feasibility
D. Political feasibility
E. Legality

 

73. Dan, president of Bank Missouri, is attempting to determine whether the bank has both the capability and the resources to develop a branch facility in a new location. Dan is focusing on which criterion for decision-making? 
A. Practicality
B. Ethicalness

C. Legality
D. Economic feasibility
E. Break-even point

 

74. Dale, a manager, is assessing possible alternatives for the solution of a problem. As Dale does so, he attempts to determine if a possible alternative will threaten other company projects. On which criterion for decision-making is Dale focusing? 
A. Economic feasibility
B. Practicality
C. Legality
D. Ethicalness
E. Rationality

 

75. Corey has been looking at several alternative locations for his new facility location. Corey performs a cost-benefit analysis of several alternative locations in order to determine the net financial payoff of each location. On which criterion for decision-making is Corey focusing? 
A. Economic feasibility
B. Practicality
C. Ethicalness
D. Legality
E. Break-even analysis

 

76. When managers responsible for the decision to launch the Challenger space shuttle were attempting to balance the conflicting demands for ensuring the safety of the astronauts with the desire to obtain future funding for the U.S. space program, on which decision-making criterion were these managers focusing? 
A. Practicality
B. Legality
C. Ethicalness
D. Economic feasibility
E. Unbounded rationality

 

77. The explosion of the space shuttle Challenger is an example of poor managerial decision-making where managers neglected the criterion of: 
A. Ethicalness
B. Practicality
C. Legality
D. Economic feasibility
E. Common sense

 

78. Based on March and Simon's Administrative Model, the last step in the managerial decision-making process is to: 
A. Generate alternatives
B. Learn from feedback
C. Recognize the need for a decision

D. Implement the chosen alternative
E. Choose among alternatives

 

79. In managerial decision-making, "rules of thumb" that are useful to managers because they simplify the decision-making process are called: 
A. Dialectical inquires
B. Decision biases
C. Heuristics
D. NGT's
E. Delphi's

 

80. Mistakes in decision-making that some managers make over and over again without learning from their mistakes are known as: 
A. Dialectical errors
B. Devil's errors
C. Intuition
D. Groupthink
E. Systematic errors

 

81. Which of the following is NOT a source of bias that can adversely affect the way managers make decisions? 
A. Prior hypotheses

B. Representativeness
C. Illusion of control
D. Dialectical inquiry
E. Escalating commitment

 

82. What cognitive bias results from the tendency to generalize inappropriately from a small sample or from a single vivid event or episode? 
A. Prior hypotheses
B. Systematic errors
C. Escalating commitment
D. Representative bias
E. The illusion of control

 

83. What cognitive bias results from overestimating one's own ability to influence actions and events? 
A. Escalating commitment
B. Illusion of control
C. Prior hypothesis bias
D. Representativeness bias
E. Dialectical inquiry

 

84. Having committed large amounts of manpower and money to his landscaping business, 
Tony continues to keep the business running even though the financial reports show the business is failing. What is the source of Tony's cognitive bias? 
A. Escalating commitment
B. Illusion of control
C. Prior hypothesis bias
D. Representativeness bias
E. Dialectical inquiry

 

85. A pattern of faulty and biased decision making that occurs in groups whose members strive for agreement among themselves at the expense of accurately assessing information relevant to a decision is called: 
A. Groupthink
B. Skunkworks
C. Unbound rationality
D. Devil's advocacy
E. Heuristics

 

86. Which of the following is NOT an advantage of group decision making? 
A. Managers can draw on the combined skills
B. Managers can process more information
C. Probability for successful implementation increases
D. Groupthink can occur
E. Managers improve their ability to generate alternatives

 

87. Scott has found information that is counter to the evidence supporting the point-of-view of the production team. However, Scott has decided to ignore the evidence in support of the team's decision. Scott has fallen victim to: 
A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Skunkworks
E. Representative bias

 

88. A member of a group challenges the decision toward which the group is leaning so that the group considers carefully all of the unacceptable possible outcomes of the alternative that the group is considering. This is known as: 
A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Skunkworks
E. Nonprogrammed decision

 

89. Two separate groups of managers are given a problem to solve, and then each group presents its proposed solution to top management in an attempt to determine the best course of action. This process is called: 
A. Devil's advocacy

B. Groupthink
C. Dialectical inquiry
D. The classical decision-making model
E. Skunkworks

 

90. What is the process used by managers to improve the ability of subordinates to understand and to manage the organization? 
A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Organizational learning
E. Skunkworks

 

91. An organization in which managers do all that they can to maximize the ability of subordinates to think creatively so as to maximize the potential for organizational learning is called: 
A. A learning organization
B. A dialectical organization
C. A skunksworks
D. An intuitive organization
E. A heuristics organization

 

92. In managerial decision-making, the ability of a manager to discover novel ideas as possible alternative courses of action for the organization to use in solving a particular problem is known as: 
A. Groupthink
B. Dialectical inquiry
C. Intuition
D. Creativity
E. The illusion of control

 

93. A group of managers meets face-to-face and generates and debates a wide variety of alternatives from which to make a decision. This is called: 
A. Delphi technique
B. Dialectical inquiry
C. Brainstorming
D. Nominal group technique
E. Programmed decision making

 

94. What is the decision-making technique in which group members write down ideas and solutions, read their suggestions to the whole group, and discuss and then rank the alternatives? 
A. Delphi technique
B. Dialectical inquiry
C. Brainstorming

D. Nominal group technique
E. Devil's advocacy

 

95. A group decision-making method that can be done by email is: 
A. The Delphi technique
B. Dialectical inquiry
C. Brainstorming
D. Nominal group technique
E. The Alpha protocol

 

96. Individuals who notice opportunities and decide how to mobilize the resources necessary to produce new and improved goods and services are called: 
A. Entrepreneurs
B. Managers
C. Supervisors
D. Skunkworks
E. Small business managers

 

97. In a ______________, a group of ______ are deliberately separated from the normal operation of the organization. 
A. Project team; entrepreneurs
B. Skunkworks; intrapreneurs

C. Product champion team; intrapreneurs
D. Skunkworks; managers
E. Task force; managers

 

 


Essay Questions
 

98. Compare and contrast programmed and nonprogrammed decision-making in organizations. Give two realistic business examples of each of these two types of decision-making. 


 


 


 

 

99. Discuss the premise of the classical model of decision-making. 


 


 


 

 

100. Discuss March and Simon's administrative model of decision making and thoroughly explain the three concepts on which the model is based. 


 


 


 

 

101. Researchers have identified a six-step model that can be used by managers who are faced with an important decision. Discuss these steps as they would apply to an important and realistic business situation of your choosing. 


 


 


 

 

102. Discuss the four criteria to evaluate the pros and cons of alternative courses of action. 


 


 


 

 

103. Discuss the procedure managers can use to learn from the results of past decisions. 


 


 


 

 

104. Discuss the four sources of bias that can adversely affect the way managers make decisions. 


 


 


 

 

105. Identify the advantages and disadvantages of group decision-making. Describe at least two ways that groups can overcome some disadvantages, using an example of a group of 
students doing a course project. 


 


 


 

 

106. Discuss the perils of groupthink. 


 


 


 

 

107. Discuss the two techniques known to counteract groupthink and cognitive biases. 


 


 


 

 

108. Define a learning organization and discuss the relationship with creativity. 


 


 


 

 

109. Define a learning organization and list Peter Senge's five principles for creating a learning organization. 


 


 


 

 

110. There are three important techniques that managers can use to promote creativity in group decision-making situations. Discuss any two of these techniques and explain how each of the techniques that you have selected could be used by a manager in a specific business situation of your choosing to promote a more creative decision by the group. 


 

 


 

 

111. What are the characteristics of an entrepreneur? 


 


 


 

 

112. Differentiate between "management" and "entrepreneurship". Why do entrepreneurs often have difficulty in managing? 


 


 


 

 

113. Define entrepreneurship and explain three ways that organizations can promote organizational entrepreneurship. 
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True / False Questions
 

1. (p. 213) Managers make decisions whenever they are engaged in planning, organizing, leading, or controlling. 
TRUE

Every time managers act to plan, organize, direct, or control organizational activities, they make a stream of decisions.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
2. (p. 213) Decision making in response to opportunities occurs when managers search for ways to improve organizational performance to benefit customers, employees, and other stakeholder groups. 
TRUE

Decision making in response to opportunities occurs when managers search for ways to improve organizational performance to benefit customers, employees, and other stakeholder groups.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
3. (p. 214) Decision making in response to opportunities occurs when events inside or outside the organization adversely affect organizational performance and managers search for ways to increase performance. 
FALSE

Decision making in response to threats occurs when events inside or outside the organization adversely affect organizational performance and managers search for ways to increase performance.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
4. (p. 214) Nonprogrammed decision making is a routine, virtually automatic process. 
FALSE

Programmed decision making is a routine, virtually automatic process.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making

 
5. (p. 214) A manager who makes a programmed decision relies on established rules and guidelines. 
TRUE

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
6. (p. 216) The likelihood of a manager making an error in judgment is much greater in programmed decision-making than in nonprogrammed decision-making. 
FALSE

The likelihood of error is much greater in nonprogrammed decision making than in programmed decision making.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium

Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
7. (p. 218) The classical decision making model assumes that managers have all of the information they need in order to make the optimum decision. 
TRUE

The classical model assumes managers have access to all the information they need to make the optimum decision.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
8. (p. 218) The optimum decision is the most appropriate decision possible in light of what they believe to be the most desirable consequences for the organization. 
TRUE

The optimum decision is the most appropriate decision possible in light of what they believe to be the most desirable consequences for the organization.

 


AACSB: Reflective Thinking
Bloom's: Understand

Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
9. (p. 218) According to March and Simon, decision making is always an inherently uncertain and risky process. 
TRUE

According to March and Simon, decision making is always an inherently uncertain and risky process.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
10. (p. 218) The administrative model is based on three important concepts: bounded rationality, complete information, and optimizing. 
FALSE

The administrative model is based on three important concepts: bounded rationality, incomplete information, and satisficing.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
11. (p. 218) The administrative model suggests that human decision-making capabilities are limited in their ability to interpret, process, and act on information. 
TRUE

The administrative model suggests that human decision-making capabilities are bounded by people's cognitive limitations—that is, limitations in their ability to interpret, process, and act on information.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
12. (p. 219) In most situations, information is incomplete and a full range of alternatives is unknowable. 
TRUE

Information is incomplete because the full range of decision-making alternatives is unknowable in most situations, and the consequences associated with known alternatives are 
uncertain.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
13. (p. 221) In the real world, managers must rely on their intuition and judgment to make what seems to them to be the best decision in the face of uncertainty and ambiguity. 
TRUE

In the real world, managers must rely on their intuition and judgment to make what seems to them to be the best decision in the face of uncertainty and ambiguity.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
14. (p. 221) According to March and Simon, managerial decision making is frequently more of a science than an art, especially when nonprogrammed decisions are involved. 
FALSE

March and Simon pointed out that managerial decision making is often more art than science.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
15. (p. 222) The first step in the decision-making process is to recognize the need for a decision. 
TRUE

The first step in the decision-making process is to recognize the need for a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
16. (p. 223) Generating creative alternatives to solve problems and take advantage of opportunities requires that managers explore their existing mind-sets. 
FALSE

Generating creative alternatives to solve problems and take advantage of opportunities may 
require that we abandon our existing mind-sets and develop new ones.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
17. (p. 223) The key to a good assessment of the alternatives is to define the opportunity or threat exactly. 
TRUE

The key to a good assessment of the alternatives is to define the opportunity or threat exactly.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
18. (p. 224) One reason for bad decisions is that managers often fail to specify the criteria that are important in reaching a decision. 
TRUE

One reason for bad decisions is that managers often fail to specify the criteria that are 
important in reaching a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
19. (p. 225) The tendency of managers to ignore critical information is not as serious as the existence of incomplete information. 
FALSE

Perhaps more serious than the existence of incomplete information is the often documented tendency of managers to ignore critical information.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
20. (p. 227) Systematic errors cause cognitive biases, which enable managers to make good decisions. 
FALSE

Because of cognitive biases, which are caused by systematic errors, otherwise capable managers may end up making bad decisions.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
21. (p. 227) When managers fall victim to prior-hypothesis bias, they tend to seek and use information that is consistent with their prior beliefs and to ignore information that contradicts those beliefs. 
TRUE

When managers fall victim to prior-hypothesis bias, they tend to seek and use information that is consistent with their prior beliefs and to ignore information that contradicts those beliefs.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
22. (p. 229) Individual decision making is superior to group decision making in several respects. 

FALSE

Group decision making is superior to individual decision making in several respects.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
23. (p. 229) When a group of managers makes a decision, the probability that the decision will be implemented successfully increases. 
TRUE

When a group of managers makes a decision, the probability that the decision will be implemented successfully increases.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
24. (p. 229) When groupthink occurs, pressures for agreement and harmony within a group tend to encourage individuals to think independently, raise questions, and develop creative 
alternatives. 
FALSE

When groupthink occurs, pressures for agreement and harmony within a group have the unintended effect of discouraging individuals from raising issues that run counter to majority opinion.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
25. (p. 230) Dialectical inquiry is easier to use than devil's advocacy to blunt the effects of groupthink in group decision making. 
FALSE

In practice, devil's advocacy is probably easier to implement because it involves less managerial time and effort than does dialectical inquiry.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
26. (p. 231) The ability of a decision maker to discover novel ideas that lead to feasible alternatives in decision-making is known as creativity. 
TRUE

Creativity is a decision maker's ability to discover original and novel ideas that lead to feasible alternative courses of action.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
27. (p. 231) According to Senge's concept of the learning organization, team learning is less important than individual learning when trying to increase organizational learning. 
FALSE

Senge thought that team learning (learning that takes place in a group or team) is more important than individual learning in increasing organizational learning.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
28. (p. 232) It is relatively easy to create a learning organization. 
FALSE

Developing a learning organization is neither a quick nor an easy process.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
29. (p. 233) When a group meets face-to-face and attempts to generate a wide variety of alternatives as possible solutions to a problem without criticizing them until all of the alternatives have been presented, brainstorming has occurred. 
TRUE

Brainstorming is a group problem-solving technique in which managers meet face-to-face to generate and debate a wide variety of alternatives from which to make a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
30. (p. 236) Entrepreneurs are likely to have an external locus of control, believing that they are responsible for what happens to them and that their own actions determine important outcomes such as the success or failure of a new business. 
FALSE

Entrepreneurs also are likely to have an internal locus of control, believing that they are responsible for what happens to them and that their own actions determine important outcomes such as the success or failure of a new business.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium

Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
31. (p. 236) Entrepreneurship is the same as management. 
FALSE

Entrepreneurship is not the same as management.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
32. (p. 236) Entrepreneurship is noticing an opportunity to satisfy a customer need and then deciding how to find and use resources to make a product that satisfies that need. 
TRUE

Entrepreneurship is noticing an opportunity to satisfy a customer need and then deciding how to find and use resources to make a product that satisfies that need.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and 
differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
33. (p. 237) A skunkworks is a group of intrapreneurs who are deliberately separated from the normal operation of an organization to encourage them to devote all their attention to developing new products. 
TRUE

A skunkworks is a group of intrapreneurs who are deliberately separated from the normal operation of an organization to encourage them to devote all their attention to developing new products.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
34. (p. 237) The higher the level of entrepreneurship in a firm, the higher will be the level of learning and innovation. 
TRUE

The intensity of competition today, particularly from agile, small companies, has made it increasingly important for large, established organizations to promote and encourage entrepreneurship to raise their level of innovation and organizational learning.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
 


Multiple Choice Questions
 

35. (p. 213) The process by which managers respond to opportunities and threats facing their organization by analyzing options and taking actions is known as: 
A. Brainstorming
B. Intuition
C. Decision making
D. Bounded rationality
E. Heuristics

Decision making in response to opportunities occurs when managers search for ways to improve organizational performance to benefit customers, employees, and other stakeholder groups.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making

 
36. (p. 213) Managers make decisions when they are involved in which managerial function? 
A. Planning and controlling only
B. Planning only
C. Planning, organizing, controlling but not leading
D. Organizing and leading only
E. Planning, organizing, leading, and controlling

Every time managers act to plan, organize, direct, or control organizational activities, they make a stream of decisions.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
37. (p. 214) Decisions that have been made many times in the past and for which managers have rules and guidelines as to how to make similar decisions in the future are known as: 
A. Nonprogrammed decisions
B. Heuristic decisions
C. Programmed decisions
D. Intuitive decisions
E. Creative decisions

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
38. (p. 214) When the paper supply reaches a minimum level, Ethan makes a call to the supplier to order more paper. What type of decision does this represent? 
A. Nonprogrammed decisions
B. Heuristic decisions
C. Programmed decisions
D. Intuitive decisions
E. Creative decisions

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed 
decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
39. (p. 214) Jeanie, the human resource manager, hires more workers when the existing workers overtime exceeds 10%. This is an example of which type of decision? 
A. Programmed decisions
B. Heuristic decisions
C. Nonprogrammed decisions
D. Intuitive decisions
E. Creative decisions

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
40. (p. 214) Barbara, a school superintendent, asks the local school board for permission to hire an additional teacher whenever the student enrollment at a certain grade level within a school increases by 35 students beyond capacity. This is an example of which type of decision? 
A. Programmed decisions
B. Heuristic decisions

C. Nonprogrammed decisions
D. Intuitive decisions
E. Creative decisions

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
41. (p. 214) Peggy, a plant foreman, asks the plant superintendent to hire an additional worker whenever overtime hours for the previous month increase by more than 15 percent over the headcount. This is an example of which type of decision? 
A. Intuition
B. Groupthink
C. Satisficing
D. Programmed
E. Nonprogrammed

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably 
occur.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
42. (p. 214) Based on guidelines established by the accounting manager, Jaime, the accounts payable clerk, makes payments to vendors in order to maximize discounts. What type of decision does this represent? 
A. Programmed
B. Nonprogrammed
C. Intuition
D. Groupthink
E. Bounded rationality

Programmed decisions are decisions that have been made so many times in the past that managers have developed rules or guidelines to be applied when certain situations inevitably occur.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
43. (p. 214) Programmed decision making is a ______. 
A. Novel
B. Routine
C. Intuitive
D. Unusual
E. Nonroutine

Programmed decision making is a routine, virtually automatic process.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
44. (p. 216) Nonroutine decisions made in response to novel situations in business are known as: 
A. Intuitive decisions
B. Creative decisions
C. Programmed decisions
D. Heuristic decisions
E. Nonprogrammed decisions

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats.

 

AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
45. (p. 216) When a manager makes a good decision based on a "gut feeling," this is known as: 
A. A programmed decision
B. A nonprogrammed decision
C. A heuristic decision
D. An intuitive decision
E. The illusion of control

Managers rely on their intuition—feelings, beliefs, and hunches that come readily to mind, require little effort and information gathering, and result in on-the-spot decisions.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
46. (p. 216) Which of the following would NOT be considered a nonprogrammed decision of Jochen Zeitz, CEO of Puma? 
A. Launch a new promotional campaign
B. Hire additional staff

C. Enter a new market
D. Expand internationally
E. Develop a new product line

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
47. (p. 216) Jordan, the manager of JT's Tasty Treats, is trying to decide whether to introduce a new frozen dessert that has never been sold previously. This represents which type of decision for Jordan? 
A. Programmed
B. Intuition
C. Optimizing
D. Nonprogrammed
E. Satisficing

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium

Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
48. (p. 216) WashUrCar, which operates five car washes, is attempting to decide whether or not it should purchase a new type of drying equipment. This represents which type of decision for the organization? 
A. Programmed
B. Intuition
C. Optimizing
D. Nonprogrammed
E. Satisficing

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
49. (p. 216) With sales lagging due to the poor economic conditions, Abby, the manager of Photography by Abby, has decided to launch a large scale advertising campaign to promote her services. This represents which type of decision for the organization? 
A. Nonprogrammed
B. Intuition

C. Optimizing
D. Programmed
E. Satisficing

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
50. (p. 216) Which of the following would NOT be used to describe a nonprogammed decision? 
A. Unusual
B. Novel
C. Nonroutine
D. Routine
E. Intuitive

Nonprogrammed decisions are made in response to unusual or novel opportunities and threats. Programmed decisions are routine.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed 
decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
51. (p. 218) The classical model specifies how decisions should be made. In other words it is: 
A. Heuristic
B. Prescriptive
C. Optimizing
D. Intuitive
E. Satisficing

The classical model is prescriptive, which means it specifies how decisions should be made.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
52. (p. 218) In the classical model of decision-making, the most appropriate decision given the likely future consequences to the organization is known as the ____________ decision. 
A. Intuitive
B. Creative
C. Heuristic
D. Obvious
E. Optimum

The optimum decision is the most appropriate decision possible in light of what they believe to be the most desirable consequences for the organization.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
53. (p. 218) What assumption is made by the classical model? 
A. There is no optimum decision
B. There is more than one alternative
C. There is only one alternative
D. Managers have access to all the information they need
E. Managers are not capable of making decisions

The classical model assumes managers have access to all the information they need to make the optimum decision.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making

 
54. (p. 219) In the administrative model of decision making, when the number of possible alternatives to a decision is so large that the manager cannot possibly evaluate all of them before making a decision, this is called: 
A. Satisficing
B. Bounded rationality
C. Brainstorming
D. Devil's advocacy
E. Optimizing

March and Simon coined the term bounded rationality to describe the situation in which the number of alternatives a manager must identify is so great and the amount of information so vast that it is difficult for the manager to even come close to evaluating it all before making a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
55. (p. 219) According to the administrative model of decision making, even if managers had unlimited ability to evaluate information, they still would not be able to arrive at the optimum decision. Why? 
A. Managers still have incomplete information

B. Managers have unbounded rationality
C. Managers are not capable of making an optimum decision
D. Managers have varying perspectives
E. Managers have too many alternatives

Even if managers had unlimited ability to evaluate information, they still would not be able to arrive at the optimum decision because they would have incomplete information.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
56. (p. 219) Which of the following does NOT contribute to incomplete information? 
A. Risk
B. Uncertainty
C. Time constraints
D. Ambiguity
E. Egoism

Information is incomplete because of risk and uncertainty, ambiguity, and time constraints.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy

Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
57. (p. 219) When managers know the possible outcomes of a decision and can assign probabilities to each of these outcomes in terms of their likelihood of occurrence in the future, this is known as: 
A. Uncertainty
B. Certainty
C. Risk
D. Bounded rationality
E. Dialectical inquiry

Risk is present when managers know the possible outcomes of a particular course of action and can assign probabilities to them.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
58. (p. 219) In 1993, when Apple Computer introduced the Newton, its personal digital assistant (PDA), managers had no idea what the probability of a successful product launch for a PDA might be. This condition is called: 
A. Risk

B. Uncertainty
C. Bounded rationality
D. Optimization
E. Satisficing

When uncertainty exists, the probabilities of alternative outcomes cannot be determined and future outcomes are unknown.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
59. (p. 219) When managers cannot assign probabilities of future occurrence to possible alternatives to a decision, this is known as: 
A. Certainty
B. Risk
C. Bounded rationality
D. Uncertainty
E. Satisficing

When uncertainty exists, the probabilities of alternative outcomes cannot be determined and future outcomes are unknown.

 

AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
60. (p. 220) A reason why information is incomplete is that much of the information managers have at their disposal is ______ information. 
A. Ambiguous
B. Complicated
C. Specific
D. Heuristic
E. Satisficed

A second reason why information is incomplete is that much of the information managers have at their disposal is ambiguous information. Its meaning is not clear—it can be interpreted in multiple and often conflicting ways.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
61. (p. 221) Eileen, a college professor, is attempting to choose the best textbook for an upcoming course. After reviewing ten of the twenty possible choices, she runs out of time, 
and chooses one. What has she done? 
A. Optimized
B. Brainstormed
C. Bounded her rationality
D. Satisficed
E. Used devil's advocacy

Satisficing is searching for and choosing an acceptable response, rather than trying to make the best decision.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
62. (p. 221) According to the administrative model, in the real world, managers must rely on their ______ to make what seems to them to be the best decision in the face of uncertainty and ambiguity. 
A. Intuition
B. Education
C. Unbounded rationality
D. Employees
E. Superiors

In the real world, managers must rely on their intuition and judgment to make what seems to 
them to be the best decision in the face of uncertainty and ambiguity.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
63. (p. 221) Because the radio station's special rate program was about to expire, Tim proceed with his promotional campaign even though he didn't have all the information he needed. Tim's information was incomplete because of: 
A. Bounded rationality
B. Ambiguous information
C. Unbounded rationality
D. A time constraint
E. An information cost

The third reason why information is incomplete is that managers have neither the time nor the money to search for all possible alternative solutions and evaluate all the potential consequences of those alternatives.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making

 
64. (p. 221) What do managers do when they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision? 
A. Sacrifice
B. Compromise
C. Optimize
D. Satisfice
E. Rationalize

When managers satisfice, they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
65. (p. 221) When Jerry, a purchasing agent, was looking for ice cream suppliers for JT' Frozen Treats, he got bids from the top two dairies in the area as opposed to all the available suppliers. What type of a decision does he have to make? 
A. Programmed
B. Intuition
C. Judgement

D. Satisficing
E. Optimizing

When managers satisfice, they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
66. (p. 221) Paramount Kitchen Countertops decides to ask three advertising agencies to pitch a proposal to handle the organization's business, instead of asking all of the advertising agencies in the city where this organization's headquarters are located to pitch the account. What type of decision does this represent? 
A. Programmed
B. Nonprogrammed
C. Satisficing
D. Certainty
E. Rational

When managers satisfice, they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision.

 

AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
67. (p. 221) The purchasing manager for Ford Motor Co. decides to call three suppliers of automobile windshields to ask for bids on an order for windshields for a new Ford car, instead of calling fifty possible windshield suppliers for such a bid. What type of decision does this represent for the purchasing manager? 
A. Nonprogrammed
B. Illusion of control
C. Certainty
D. Programmed
E. Satisficing

When managers satisfice, they search for and choose acceptable, or satisfactory, ways to respond to problems and opportunities rather than trying to make the optimal decision.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
68. (p. 221) Which of the following is NOT a reason for managers to pursue a satisficing 
strategy? 
A. Bounded rationality
B. Certain future
C. Unquantifiable risks
D. Considerable ambiguity
E. High information costs

March and Simon argued that managers do not attempt to discover every alternative when faced with bounded rationality, an uncertain future, unquantifiable risks, considerable ambiguity, time constraints, and high information costs.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
69. (p. 222) Based on the work of March & Simon's Administrative Model, the first step in the managerial decision-making process is to: 
A. Choose among alternatives.
B. Assess alternatives.
C. Implement the chosen alternative.
D. Recognize the need for a decision.
E. Generate alternatives.

The first step in the decision-making process is to recognize the need for a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
70. (p. 224) Which of the following is NOT one of the four criteria managers use to evaluate the pros and cons of alternative courses of action? 
A. Legality
B. Rationality
C. Economic feasibility
D. Practicality
E. Ethicalness

In general, successful managers use four criteria to evaluate the pros and cons of alternative courses of action: legality; ethicalness; economic feasibility; and practicality.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process

 
71. (p. 224) A marketing manager wants to budget the advertising for a new product launch. She is trying to determine the amount of money that her company can afford to spend on advertising this new product. Which criterion of decision-making is this marketing manager focusing? 
A. Legality
B. Ethicalness
C. Economic feasibility
D. Practicality
E. Unbounded rationality

Managers must decide whether the alternatives are economically feasible—that is, whether they can be accomplished given the organization's performance goals.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
72. (p. 224) Before deciding to expand his operations to China, Josh has his attorney look over the contracts to ensure the organization is following all the governmental regulations required by the Chinese officials. Josh is focusing on which criterion for decision-making? 
A. Practicality
B. Ethicalness

C. Economic feasibility
D. Political feasibility
E. Legality

Managers must ensure that a possible course of action will not violate any domestic or international laws or government regulations.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
73. (p. 224) Dan, president of Bank Missouri, is attempting to determine whether the bank has both the capability and the resources to develop a branch facility in a new location. Dan is focusing on which criterion for decision-making? 
A. Practicality
B. Ethicalness
C. Legality
D. Economic feasibility
E. Break-even point

Managers must decide whether they have the capabilities and resources required to implement the alternative, and they must be sure the alternative will not threaten the attainment of other organizational goals.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
74. (p. 224) Dale, a manager, is assessing possible alternatives for the solution of a problem. As Dale does so, he attempts to determine if a possible alternative will threaten other company projects. On which criterion for decision-making is Dale focusing? 
A. Economic feasibility
B. Practicality
C. Legality
D. Ethicalness
E. Rationality

Managers must decide whether they have the capabilities and resources required to implement the alternative, and they must be sure the alternative will not threaten the attainment of other organizational goals.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process

 
75. (p. 224) Corey has been looking at several alternative locations for his new facility location. Corey performs a cost-benefit analysis of several alternative locations in order to determine the net financial payoff of each location. On which criterion for decision-making is Corey focusing? 
A. Economic feasibility
B. Practicality
C. Ethicalness
D. Legality
E. Break-even analysis

Managers must decide whether the alternatives are economically feasible—that is, whether they can be accomplished given the organization's performance goals.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
76. (p. 224) When managers responsible for the decision to launch the Challenger space shuttle were attempting to balance the conflicting demands for ensuring the safety of the astronauts with the desire to obtain future funding for the U.S. space program, on which decision-making criterion were these managers focusing? 
A. Practicality
B. Legality
C. Ethicalness
D. Economic feasibility
E. Unbounded rationality

Managers must decide whether the alternatives are economically feasible—that is, whether they can be accomplished given the organization's performance goals.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
77. (p. 224) The explosion of the space shuttle Challenger is an example of poor managerial decision-making where managers neglected the criterion of: 
A. Ethicalness
B. Practicality
C. Legality
D. Economic feasibility
E. Common sense

Managers must ensure that a possible course of action is ethical and will not unnecessarily harm any stakeholder group.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
78. (p. 225) Based on March and Simon's Administrative Model, the last step in the managerial decision-making process is to: 
A. Generate alternatives
B. Learn from feedback
C. Recognize the need for a decision
D. Implement the chosen alternative
E. Choose among alternatives

The final step in the decision-making process is learning from feedback.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
79. (p. 227) In managerial decision-making, "rules of thumb" that are useful to managers because they simplify the decision-making process are called: 
A. Dialectical inquires
B. Decision biases
C. Heuristics
D. NGT's
E. Delphi's

Heuristics are rules of thumb that simplify the process of making decisions.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
80. (p. 227) Mistakes in decision-making that some managers make over and over again without 
learning from their mistakes are known as: 
A. Dialectical errors
B. Devil's errors
C. Intuition
D. Groupthink
E. Systematic errors

Systematic errors are errors that people make over and over and that result in poor decision making.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
81. (p. 227) Which of the following is NOT a source of bias that can adversely affect the way managers make decisions? 
A. Prior hypotheses
B. Representativeness
C. Illusion of control
D. Dialectical inquiry
E. Escalating commitment

Four sources of bias that can adversely affect the way managers make decisions are prior 
hypotheses, representativeness, the illusion of control, and escalating commitment.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
82. (p. 227) What cognitive bias results from the tendency to generalize inappropriately from a small sample or from a single vivid event or episode? 
A. Prior hypotheses
B. Systematic errors
C. Escalating commitment
D. Representative bias
E. The illusion of control

Representativeness bias is a cognitive bias resulting from the tendency to generalize inappropriately from a small sample or from a single vivid event or episode.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
83. (p. 228) What cognitive bias results from overestimating one's own ability to influence actions and events? 
A. Escalating commitment
B. Illusion of control
C. Prior hypothesis bias
D. Representativeness bias
E. Dialectical inquiry

Illusion of control is the tendency of decision makers to overestimate their ability to control activities and events.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
84. (p. 228) Having committed large amounts of manpower and money to his landscaping business, Tony continues to keep the business running even though the financial reports show the business is failing. What is the source of Tony's cognitive bias? 
A. Escalating commitment
B. Illusion of control
C. Prior hypothesis bias
D. Representativeness bias
E. Dialectical inquiry

Escalating commitment is source of cognitive bias resulting from the tendency to commit additional resources to a project even if evidence shows that the project is failing.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
85. (p. 229) A pattern of faulty and biased decision making that occurs in groups whose members strive for agreement among themselves at the expense of accurately assessing information relevant to a decision is called: 
A. Groupthink
B. Skunkworks
C. Unbound rationality
D. Devil's advocacy
E. Heuristics

Groupthink is a pattern of faulty and biased decision making that occurs in groups whose members strive for agreement among themselves at the expense of accurately assessing information relevant to a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve 
it.
Topic: Group Decision Making
 
86. (p. 229) Which of the following is NOT an advantage of group decision making? 
A. Managers can draw on the combined skills
B. Managers can process more information
C. Probability for successful implementation increases
D. Groupthink can occur
E. Managers improve their ability to generate alternatives

In addition, just like decision making by individual managers, group decision making can be undermined by biases. A major source of group bias is groupthink.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
87. (p. 229) Scott has found information that is counter to the evidence supporting the point-of-view of the production team. However, Scott has decided to ignore the evidence in support of the team's decision. Scott has fallen victim to: 
A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Skunkworks

E. Representative bias

Groupthink is a pattern of faulty and biased decision making that occurs in groups whose members strive for agreement among themselves at the expense of accurately assessing information relevant to a decision.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
88. (p. 230) A member of a group challenges the decision toward which the group is leaning so that the group considers carefully all of the unacceptable possible outcomes of the alternative that the group is considering. This is known as: 
A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Skunkworks
E. Nonprogrammed decision

Devil's advocacy is a critical analysis of a preferred alternative, made in response to challenges raised by a group member who, playing the role of devil's advocate, defends unpopular or opposing alternatives for the sake of argument.

 

AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
89. (p. 230) Two separate groups of managers are given a problem to solve, and then each group presents its proposed solution to top management in an attempt to determine the best course of action. This process is called: 
A. Devil's advocacy
B. Groupthink
C. Dialectical inquiry
D. The classical decision-making model
E. Skunkworks

Dialectical inquiry is a critical analysis of two preferred alternatives in order to find an even better alternative for the organization to adopt.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
Topic: Group Decision Making
 
90. (p. 231) What is the process used by managers to improve the ability of subordinates to understand and to manage the organization? 

A. Dialectical inquiry
B. Devil's advocacy
C. Groupthink
D. Organizational learning
E. Skunkworks

Organizational learning is the process through which managers seek to improve employees' desire and ability to understand and manage the organization.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
91. (p. 231) An organization in which managers do all that they can to maximize the ability of subordinates to think creatively so as to maximize the potential for organizational learning is called: 
A. A learning organization
B. A dialectical organization
C. A skunksworks
D. An intuitive organization
E. A heuristics organization

A learning organization is one in which managers do everything possible to maximize the ability of individuals and groups to think and behave creatively and thus maximize the 
potential for organizational learning to take place.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
92. (p. 231) In managerial decision-making, the ability of a manager to discover novel ideas as possible alternative courses of action for the organization to use in solving a particular problem is known as: 
A. Groupthink
B. Dialectical inquiry
C. Intuition
D. Creativity
E. The illusion of control

Creativity is a decision maker's ability to discover original and novel ideas that lead to feasible alternative courses of action.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
93. (p. 233) A group of managers meets face-to-face and generates and debates a wide variety of 
alternatives from which to make a decision. This is called: 
A. Delphi technique
B. Dialectical inquiry
C. Brainstorming
D. Nominal group technique
E. Programmed decision making

Brainstorming is a group problem-solving technique in which managers meet face-to-face to generate and debate a wide variety of alternatives from which to make a decision.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
94. (p. 233) What is the decision-making technique in which group members write down ideas and solutions, read their suggestions to the whole group, and discuss and then rank the alternatives? 
A. Delphi technique
B. Dialectical inquiry
C. Brainstorming
D. Nominal group technique
E. Devil's advocacy

Nominal group technique is the decision-making technique in which group members write down ideas and solutions, read their suggestions to the whole group, and discuss and then rank the alternatives.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
95. (p. 234) A group decision-making method that can be done by email is: 
A. The Delphi technique
B. Dialectical inquiry
C. Brainstorming
D. Nominal group technique
E. The Alpha protocol

Another way is to use the Delphi technique, which is a written approach to creative problem solving.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-04 Explain the role that organizational learning and creativity play in helping managers to improve their decisions.
Topic: Organizational Learning
 
96. (p. 234) Individuals who notice opportunities and decide how to mobilize the resources necessary to produce new and improved goods and services are called: 
A. Entrepreneurs
B. Managers
C. Supervisors
D. Skunkworks
E. Small business managers

Entrepreneurs are individuals who notice opportunities and decide how to mobilize the 
resources necessary to produce new and improved goods and services.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Easy
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
97. (p. 237) In a ______________, a group of ______ are deliberately separated from the normal operation of the organization. 
A. Project team; entrepreneurs
B. Skunkworks; intrapreneurs
C. Product champion team; intrapreneurs
D. Skunkworks; managers
E. Task force; managers

A skunkworks is a group of intrapreneurs who are deliberately separated from the normal operation of an organization—for example, from the normal chain of command—to encourage them to devote all their attention to developing new products.

 


AACSB: Reflective Thinking
Bloom's: Remember
Difficulty: Medium
Learning Objective: 07-05 Describe how managers can encourage and promote entrepreneurship to create a learning organization; and differentiate between entrepreneurs and intrapreneurs.
Topic: Entrepreneurship
 
 


Essay Questions
 

98. (p. 214) Compare and contrast programmed and nonprogrammed decision-making in organizations. Give two realistic business examples of each of these two types of decision-making. 

Programmed decision making is routine, automatic. It arises in situations that an organization has faced many times before, and for which it can develop rules and guidelines to be applied. Nonprogrammed decision-making is non-routine. It arises in situations that are new, ambiguous, and/or complex. No ready-made decision rules have been set down. Students' examples will vary.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
99. (p. 218) Discuss the premise of the classical model of decision-making. 

The premise of the classical model is that once managers recognize the need to make a decision, they should be able to generate a complete list of all alternatives and consequences and make the best choice. In other words, the classical model assumes managers have access to all the information they need to make the optimum decision, which is the most appropriate decision possible in light of what they believe to be the most desirable consequences for the 
organization. Furthermore, the classical model assumes managers can easily list their own preferences for each alternative and rank them from least to most preferred to make the optimum decision.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
100. (p. 218-221) Discuss March and Simon's administrative model of decision making and thoroughly explain the three concepts on which the model is based. 

March and Simon developed the administrative model of decision making to explain why decision making is always an inherently uncertain and risky process—and why managers can rarely make decisions in the manner prescribed by the classical model. The administrative model is based on three important concepts: bounded rationality, incomplete information, and satisficing. March and Simon coined the term bounded rationality to describe the situation in which the number of alternatives a manager must identify is so great and the amount of information so vast that it is difficult for the manager to even come close to evaluating it all before making a decision. Even if managers had unlimited ability to evaluate information, they still would not be able to arrive at the optimum decision because they would have incomplete information. Information is incomplete because of risk and uncertainty, ambiguity, and time constraints. March and Simon argued that managers do not attempt to discover every alternative when faced with bounded rationality, an uncertain future, unquantifiable risks, considerable ambiguity, time constraints, and high information costs. Rather, they use a 
strategy known as satisficing, which is exploring a limited sample of all potential alternatives.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Hard
Learning Objective: 07-01 Understand the nature of managerial decision making; differentiate between programmed and nonprogrammed decisions; and explain why nonprogrammed decision making is a complex; uncertain process.
Topic: Decision Making
 
101. (p. 222-226) Researchers have identified a six-step model that can be used by managers who are faced with an important decision. Discuss these steps as they would apply to an important and realistic business situation of your choosing. 

The six steps are: (1) Recognize the need for a decision; (2) Generate alternatives; (3) Assess alternatives; (4) Choose among alternatives; (5) Implement the chosen alternative; (6) Learn from feedback. Students' answers will vary regarding the business situation.

 


AACSB: Reflective Thinking
Bloom's: Apply
Difficulty: Hard
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process

 
102. (p. 224) Discuss the four criteria to evaluate the pros and cons of alternative courses of action. 

In general, successful managers use four criteria to evaluate the pros and cons of alternative courses of action: 1. Legality: Managers must ensure that a possible course of action will not violate any domestic or international laws or government regulations. 2. Ethicalness: Managers must ensure that a possible course of action is ethical and will not unnecessarily harm any stakeholder group. Many decisions managers make may help some organizational stakeholders and harm others. When examining alternative courses of action, managers need to be clear about the potential effects of their decisions. 3. Economic feasibility: Managers must decide whether the alternatives are economically feasible—that is, whether they can be accomplished given the organization's performance goals. Typically managers perform a cost-benefit analysis of the various alternatives to determine which one will have the best net financial payoff. 4. Practicality: Managers must decide whether they have the capabilities and resources required to implement the alternative, and they must be sure the alternative will not threaten the attainment of other organizational goals.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
103. (p. 226) Discuss the procedure managers can use to learn from the results of past decisions. 

Managers must establish a formal procedure with which they can learn from the results of past decisions. The procedure should include these steps: 1. Compare what actually happened to what was expected to happen as a result of the decision. 2. Explore why any expectations for the decision were not met. 3. Derive guidelines that will help in future decision making.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-02 Describe the six steps managers should take to make the best decisions; and explain how cognitive biases can lead managers to make poor decisions.
Topic: Decision Making Process
 
104. (p. 227-228) Discuss the four sources of bias that can adversely affect the way managers make decisions. 

Four sources of bias that can adversely affect the way managers make decisions are prior hypotheses, representativeness, the illusion of control, and escalating commitment. Prior-hypothesis bias is a cognitive bias resulting from the tendency to base decisions on strong prior beliefs even if evidence shows that those beliefs are wrong. Representativeness bias is a cognitive bias resulting from the tendency to generalize inappropriately from a small sample or from a single vivid event or episode. Other errors in decision making result from the illusion of control, which is the tendency of decision makers to overestimate their ability to control activities and events. Escalating commitment is a source of cognitive bias resulting from the tendency to commit additional resources to a project even if evidence shows that the 
project is failing.

 


AACSB: Reflective Thinking
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Difficulty: Medium
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Topic: Decision Making Process
 
105. (p. 229) Identify the advantages and disadvantages of group decision-making. Describe at least two ways that groups can overcome some disadvantages, using an example of a group of students doing a course project. 

The advantages include (1) less likely to be biased and make judgment errors; (2) can draw on combined knowledge and skills of all group members; (3) can process more information; (4) can correct each others' errors; and (5) groups increase the probability of implementation. Disadvantages include (1) they generally take longer; (2) gaining agreement may be difficult; (3) groupthink.
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Topic: Group Decision Making
 
106. (p. 229) Discuss the perils of groupthink. 

Groupthink is a pattern of faulty and biased decision making that occurs in groups whose members strive for agreement among themselves at the expense of accurately assessing information relevant to a decision. When managers are subject to groupthink, they collectively embark on a course of action without developing appropriate criteria to evaluate alternatives. Typically a group rallies around one central manager, such as the CEO, and the course of action that manager supports. Group members become blindly committed to that course of action without evaluating its merits. Commitment is often based on an emotional, rather than an objective, assessment of the optimal course of action.
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107. (p. 230) Discuss the two techniques known to counteract groupthink and cognitive biases. 

Devil's advocacy is a critical analysis of a preferred alternative to ascertain its strengths and weaknesses before it is implemented. Typically one member of the decision-making group plays the role of devil's advocate. The devil's advocate critiques and challenges the way the group evaluated alternatives and chose one over the others. The purpose of devil's advocacy is to identify all the reasons that might make the preferred alternative unacceptable after all. In this way, decision makers can be made aware of the possible perils of recommended courses of action. Dialectical inquiry goes one step further. Two groups of managers are assigned to a problem, and each group is responsible for evaluating alternatives and selecting one of them. Top managers hear each group present its preferred alternative, and then each group critiques 
the other's position. During this debate, top managers challenge both groups' positions to uncover potential problems and perils associated with their solutions. The goal is to find an even better alternative course of action for the organization to adopt.

 


AACSB: Reflective Thinking
Bloom's: Understand
Difficulty: Medium
Learning Objective: 07-03 Identify the advantages and disadvantages of group decision making; and describe techniques that can improve it.
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108. (p. 231) Define a learning organization and discuss the relationship with creativity. 

A learning organization is one in which managers do everything possible to maximize the ability of individuals and groups to think and behave creatively and thus maximize the potential for organizational learning to take place. At the heart of organizational learning is creativity, which is the ability of a decision maker to discover original and novel ideas that lead to feasible alternative courses of action. Encouraging creativity among managers is such a pressing organizational concern that many organizations hire outside experts to help them develop programs to train their managers in the art of creative thinking and problem solving.
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109. (p. 231-232) Define a learning organization and list Peter Senge's five principles for creating a learning organization. 

A learning organization is one in which managers do everything possible to maximize the ability of individuals and groups to think and behave creatively and thus maximize the potential for organizational learning to take place. Senge's five principles include: 1. Develop personal mastery. 2. Build challenging complex mental models. 3. Promote team learning. 4. Build a shared vision. 5 Encourage systems thinking.
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110. (p. 233-234) There are three important techniques that managers can use to promote creativity in group decision-making situations. Discuss any two of these techniques and explain how each of the techniques that you have selected could be used by a manager in a specific business situation of your choosing to promote a more creative decision by the group. 

The three techniques are nominal group technique, brainstorming, and Delphi method. Students' examples will vary.
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111. (p. 236) What are the characteristics of an entrepreneur? 

Entrepreneurs are likely to possess a particular set of the personality characteristics. First, they are likely to be high on the personality trait of openness to experience. Entrepreneurs also are likely to have an internal locus of control, believing that they are responsible for what happens to them and that their own actions determine important outcomes such as the success or failure of a new business. Entrepreneurs are likely to have a high level of self-esteem and feel competent and capable of handling most situations. Entrepreneurs are also likely to have a high need for achievement and have a strong desire to perform challenging tasks and meet high personal standards of excellence.
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112. (p. 236-237) Differentiate between "management" and "entrepreneurship". Why do entrepreneurs often have difficulty in managing? 

Management encompasses all the decisions involved in planning, organizing, leading, and controlling resources. Entrepreneurship is noticing an opportunity to satisfy a customer need 
and then deciding how to find and use resources to make a product that satisfies that need. Some entrepreneurs lack the skills, patience, and experience to engage in the difficult and challenging work of management. Some entrepreneurs find it hard to delegate authority because they are afraid to risk their company by letting others manage it. As a result they become overloaded, and the quality of their decision making declines. Other entrepreneurs lack the detailed knowledge necessary to establish state-of-the-art information systems and technology or to create the operations management procedures that are vital to increase the efficiency of their organizations' production systems.
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113. (p. 236-238) Define entrepreneurship and explain three ways that organizations can promote organizational entrepreneurship. 

An intrapreneur is a manager, scientist, or researcher who works inside an organization and notices opportunities to develop new or improved products and better ways to make them. Organizations can promote entrepreneurship by: 1. Encourage product champions. 2. Set up skunkworks. 3. Provide rewards for innovation.
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