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1) DEFINING DM
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DM every minute…
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… since everyday … we might be / are …
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DM ...why … to SOLVE…
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… this is a solution too…
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… and many of us … we do follow …
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… DM’s basic matrix …
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… so WHAT is DM …
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… especially in Business …
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… but as in Business … also Personally …
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… In & Out …
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… via Critical Thinking …
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… even in the Digital Age …
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… ultimately DM… is defined by the RESULTS …
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2) FACTORS AFFECTING DM
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… more …
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… Psychology …
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… Information …
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… Value System / Philosophy …
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… Bias & Risk Profile …
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… Uncertainty …
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… Complexity …
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… and primarily … Intelligence …
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3) BASIC STEPS to DM
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… vital … to DM
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4) DM PROCESS
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Group DM Process …
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5) TYPES of DM
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6) STYLES in DM
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7) Becoming a Better Decision Maker (DM)
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8) ETHICS in DM
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9) SPECIAL ISSUES in DM
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…You remember that…

Decision analysis is a process that provides a 
structured method along with analytical tools designed 
to improve one’s decision-making skills.

• It enables you to base your decisions on more than 
intuition or hunches.

• It teaches you how to rigorously analyze decisions to 
gain helpful insights.

10) Summarize



Decision Analysis – Good News

• Decision analysis adds clarity and insight. 

– Uses a conceptual framework for thinking systematically

– Breaks the problem down into smaller, more easily 
understood units for individual analysis 

• Decision analysis supplies analytical tools that 
improve insight and understanding of the problem. 

– Sensitivity analysis helps us see which inputs are most 
important and deserving of further attention.

• Decision analysis instills a sense of confidence in the 
solution we choose to enact.



Decision Analysis – Bad News

• Decision analysis cannot make hard decisions 
completely easy.
– Even after analysis, hard decisions are still difficult to 

decide. 
– We must think through all the various aspects of the 

decision.

• Decision analysis cannot provide us with “the” 
answer. 
– We cannot simply feed our inputs into a computer and 

out pops the one and only answer. 
– Decision analysis provides us with alternatives to 

choose between.



Why Are Decisions Hard?

Complexity

• Can quickly overload the decision maker

• Decision analysis reduces complexity.

• Able to isolate and analysis individual parts of the 
decision separately



Why Are Decisions Hard?

Uncertainty

• There is no way to know precisely how all of the factors 
not under your control will play out.

• Decision analysis addresses uncertainty by allowing 
us…

1. …to break each uncertainty down by listing the different 
outcomes that could occur

2. …and to determine both the consequence and the 
likelihood of that outcome occurring. 

• Such analysis does not lead to immediate clarity, but it 
can provide a richer understanding of the problem and 
its alternative solutions. 



Why Are Decisions Hard?

Multiple Objectives

• In most cases, decision makers face trade-offs between 
several goals. Rarely does a problem involve only one 
goal. 
– Financial goals versus non-financial goals

– Short term goals versus long-term goals

• Decision analysis provides both a framework and 
specific tools for dealing with multiple objectives.
– Make the goals explicit

– Rank them in order of importance



Why Are Decisions Hard?

Competing Viewpoints

• Often lead to:

– Different inputs

– Different goals or their relative importance

– Different ways of solving the problem

– Ultimately—radically different solutions

• Such conflicts are often made worse when more 
than one person is involved in the decision. 



Prescriptive Approach to Decision Analysis

“The prescriptive approach [is] designed 
for normally intelligent people who want to 
think hard and systematically about some 
important real problems.” 
(Keeney and Raiffa 1976, p. vii)



Prescriptive Approach to Decision Analysis

• We are not perfect information processors.

• We are not completely rational or all-knowing.

• We have biases and preferences.

• This approach is not descriptive. It enables us to 
improve our decision making by learning to correct 
problems in how we normally (descriptively) think. 



Why Study and Use Decision Analysis?

“The basic presumption of decision analysis is not at 
all to replace the decision maker’s intuition, to relieve 
him or her of the obligations in facing the problem, or 
to be, worst of all, a competitor to the decision 
maker’s personal style of analysis, but to complement, 
augment, and generally work alongside the decision 
maker in exemplifying the nature of the problem. 
Ultimately, it is of most value if the decision maker has 
actually learned something about the problem and his 
or her own decision-making attitude through the 
exercise.” (Bunn 1984, p. 8)



Subjective Judgments and Decision Making

• Subjective judgments and personal beliefs are 
important inputs to decision analysis.

• Decision analysis does not attempt to remove them 
from the decision making process. 

• They are necessary because ultimately a person, 
not a machine, has to make the decision.

• However, decision analysis helps us to correct 
limitations inherent to human thinking by making 
us aware of them and providing us with tools for 
addressing them.



A decision-analysis 
process flowchart



The Decision-Analysis Process

• Step 1: Identify the decision situation and 
understand objectives

– Sometime the surface problem hides the real problem.

– Define the problem as exactly as possible

– Identify financial and non-financial objectives

– Understanding objectives is critical to subsequent steps

• Step 2: Identify alternatives

– Analysis of objectives may reveal alternative solutions 
not initially obvious

– A step that involves both discovery and creativity



The Decision-Analysis Process

• Step 3: Decompose and model the problem

– Decomposition entails structuring the problem into 
smaller and more manageable pieces.

– Consider elements of uncertainty in the different pieces

– Modeling involves reassembling the pieces of the 
problem into a simplified representation.

• Keep the relevant pieces and discard the irrelevant ones

– Models can be mathematical or graphical.

• Mathematical models allow for formal analysis that can 
provide insights not otherwise obvious.



The Decision-Analysis Process

• Step 4: Choose the best alternative

– Which model is “preferred”? 

– Remember that decision making requires human 
judgment and is not a process of “solving” a problem for 
the right answer.

• Step 5: Sensitivity analysis

– “What if” you change one of more aspects of the 
preferred model?



The Decision-Analysis Process

• Step 6: Is further analysis needed?
– Sensitivity analysis often leads to new insights that may 

require repeating the previous steps.

– Decision-making cycle: think of the overall decision 
making process as iterative

– Usually necessary to cycle through the different steps 
several times

– Continue iterations until you arrive at the requisite 
decision model, i.e., the model in which no new insights 
or intuitions are gained by another cycle of analysis, or 
which contains every essential for solving the problem

• Step 7: Implement the chosen alternative 



Overview of Decision-Analysis Process

• Decompose the complex problem into smaller 
chunks for analysis 

• Reassemble these smaller pieces into one or more 
overall representations of the decision situation, 
i.e., models

• Pick a model and do sensitivity analysis of this 
model

• Repeat the decision analysis cycle until arriving at a 
requisite decision model
– Contains the essential elements of the problem 

– Allows the decision maker to take action



Big Picture

Decision analysis not only provides a 
structured way to think about decisions, 
but also more fundamentally provides a 
structure within which a decision maker 
can develop beliefs and feelings, those 
subjective judgments that are critical for a 
good solution.



Summary

• Decision analysis

–A framework and a tool kit for dealing with 
difficult decisions

–Allows the decision maker to incorporate 
subjective judgments and preferences into 
the solution

–An iterative process that enables the decision 
to gain more insights and develop a mature 
judgment

–An art…and a science!


