
Table of Contents 

1. Introduction 1 
The Nature and Amount o f  Available Information 2 
Expression o f  Costs and Benefits in Quantitative Terms 3 
The Objectives o f  A n  Individual, Organization or Group 4 
One or Many Participants in the Decision Process 5 

Categories of Decision Situations 6 
Category 1: Well-structured Decisions 9 
Ill-structured Decisions 11 
Rationality in Decision Making 13 
The Plan of the Book 14 
Summary 15 
Discussion Topics 17 
References 19 

2. Measures Of Benefits And Costs 21 
Efficiency and Effectiveness 22 
Proxy Measures 23 
Utility 26 
Measurement of Utility in Practice 31 
An Evaluation of the Concept of Utility 33 
A Social Welfare Function? 35 
Summary 36 
Practical Decision Situations 37 
• The Union Manufacturing Company 37 

x i  

http://d-nb.info/900536950

http://d-nb.info/900536950


Table o f  Contents 

• The City Development Plant 37 
• The University College 37 
• The Interstate Power Authority 38 
• The New Town Garbage Dump 38 

Discussion Topics 39 
References 40 

3. Decision-making Under Conditions of Uncertainty 41 
Decision-making Behaviour in the Presence of Uncertainty 42 

Uncertainly Avoidance 45 
Bounded Rationality 45 

The Use of Estimates of Probability in Decision-making Under 
Uncertainty 46 
Decision Trees 51 

The Expected Value o f  Perfect Information (EVPI) 53 
The Effect o f  Changing Available Courses o f  Action 54 
Bayesian Probability Revision 55 
Advantages o f  the Decision Tree Method 56 

Other Methods of Treating Uncertainty 57 
Summary 58 
Practical Decision Situations 59 
• The Uncertain Investor 59 
• The Textile Importer 60 
• Joe's Pie Service 60 
• Packaged Tours Ltd. 61 
• The Niagara Peach Farm 62 
• Omega Explorations Inc. 62 

Discussion Topics 63 
References 64 

4. Decisions in Multiple-objective Situations 65 
Compensatory Models 66 
Minimizing Deviations from Targets 69 

Elimination Methods 71 
Conjunctive, Disjunctive and Conditional Criteria 75 
Concordance Analysis 76 
Summary 78 
Practical Decision Situations 79 
• The Superior Furniture Manufacturing Company 79 
• Bestway Apparel Incorporated 80 
• University Bookstores Inc. 80 
• The United Oil Company . 81 
• Company Personnel Selection 82 

xi i  



Table o f  Contents 

Discussion Topics 83 
References 84 

5. Risk Sharing 85 
Sharing A Venture 86 
Pareto-optimality 91 
The Nash Solution 94 
Summary 97 
Practical Decision Situations 97 
• An Oil Venture 97 
• The ABC Development Company 98 
• The Venturesome Entrepreneur 98 
• A Personal Evaluation o f  Risky Ventures 98 
• A Joint Venture with A Friend 98 

Discussion Topics 99 
References 100 

6. Decision-making in Groups 101 
Voting 103 

Choice Between Three or More Alternatives 105 
The Search for a Basis for Group Choice 108 
The Group Decision Process 112 
Experiments With Decision-making Groups 114 
Summary 118 
Practical Decision Situations 120 
• The 15 Person Committee 120 
• Dividing a Cake 120 
• The Shareholder's Meeting 120 
• The Board o f  Directors 121 
• A Group Decision Rule 121 

Discussion Topics 122 
References 123 

7. Competitive Situations with Two or More Participants 125 
Strictly-competitive Situations 126 
Decision Situations that are Not Strictly-competitive 131 

The Battle o f  the Sexes 132 
Prisoners'Dilemma 134 
Chicken 136 
Hawks and Doves 137 

Coalitions 138 
Multiple Plays of Prisoners'Dilemma 140 

x i i i  



Table o f  Contents 

Summary 141 
Practical Decision Situations 142 
• The Antique Dealer ; 142 
• The New Condominium Resort 142 
• The Atlantic Fishing War 142 
• The Three Farmers 142 
• The Company Take-over War 142 

Discussion Topics 144 
References 145 

8. Complex Decision Situations 147 
Approaches to the Resolution of 
Complex Decision Situations 149 
The Strategic/Tactical Model (SANTA) 151 
Information Gathering 152 
Strategic Analysis 154 
Tactical Analysis 157 

Tactics in the Canadian Postal Dispute 160 
Interaction 160 

Rounds in the Canadian Postal Dispute 162 
Practical Use of the Strategic/Tactical Model 163 
Summary 166 
Practical Decision Situations 167 
• The Case of Roy Hawkins 167 
• Dransmountain Resources 167 
• Dominion Chemical 168 
• - The Oil Company and its Dealers 168 
• The Union/Management Situation 169 

Discussion Topics 170 
References 171 

Index 

xlv 


