
9-7    

 Ch. 9: Planning and Decision Aids 

CHAPTER  9

PLANNING AND DECISION AIDS

LEARNING OBJECTIVES


1.
Explain knowledge management and how it creates value for organizations.
2.
Describe the basic features of the Delphi technique, simulation, and scenario forecasting aids.

3.
Use Osborn's creativity model to stimulate adaptive and innovative decisions.

4.
Apply three quality management decision and planning aids: benchmarking, the Deming cycle, and the balanced scorecard model.






Learning Objective 1:  Explain Knowledge Management and How It Creates Value for Organizations.
A. Fostering Knowledge Management

1. Knowledge Management

a. involves recognizing, generating, documenting, distributing, and transferring useful 



information between 
persons to improve organizational effectiveness
2. b
.
three main components

· explicit knowledge
· published in internally generated reports and manuals, books, magazines and journals, government data and reports, online services, newsfeeds, etc.
· tacit knowledge


· information, competencies, and experience held by employees, including professional contacts and cultural and interpersonal dimensions
· may be subconsciously understood and applied, difficult to express, often developed from direct experiences and action, and shared through conversations
· enabling technologies
· Internet, intranets, search engines, and work-flow software



B.
Knowledge Management Drivers

1.
Information and Knowledge
a.
the new competitive weapons
2.
Risks of Not Managing Knowledge Assets


a.
productivity and opportunity loss

· lack of knowledge where and when it is needed
· an unusable knowledge base



b.
information overload

· too much unsorted and nontargeted information



c.
knowledge attrition

· organizations may lose up to ½ their knowledge base every 5 to 10 years through obsolescence and employee and customer turnover



d.
reinventing the wheel

· lack of standards and infrastructure for creating, capturing, sharing, and applying best practices or lessons learned




C.
Knowledge Management Targets

1.
Three Natural Targets for Managing Knowledge



a.
teams
· knowledge management provides a method for both the sharing of ideas and the identification of best practices across teams


b.
customers
· tracking customer issues, buying patterns, and expectations is essential for developing and improving relationships with customers


c.
workforce
· knowledge management can track employees’ skills and abilities, facilitate performance reviews, deliver training, provide up-to-date company information, manage benefits, and improve employee knowledge and morale
D.
Enabling Technology

1.
Technology
a.
provides foundation for solutions that automate and centralize the sharing of        knowledge 
and fostering innovation



b.
should deliver only relevant information quickly from every feasible source



c.
must work over a variety of devices to transmit knowledge to where it is needed

2.
Expert Systems
a.
computer-based technologies developed to perform functions normally associated with 
human intelligence

b.
store, retrieve, and manipulate data, diagnose problems, and make limited decisions 


based on detailed information about a particular problem






E.
Enabling Culture

1.
Trust and Cultural Issues
a.
the greatest barriers to successful implementation of knowledge management



b.
sense of trust is essential for members to actively share knowledge, especially tacit 




knowledge



· 





















Learning Objective 2: Describe the Basic Features of the Delphi Technique, Simulation, and Scenario Forecasting Aids.
A.
Fostering Forecasts
1.
Forecasting


a.
projecting, or estimating future events/conditions 

b.
primarily external events or conditions beyond the organization’s control 

 

c.
most forecasting is based on extrapolation

· the projection of some tendency from the past or present into the future

2.
Four Forecasting Pitfalls



a.
listening to the media



b.
assuming things are going to return to the way they used to be



c.
hearsay
d. tunnel vision

3.
Three Common Forecasting Aids



a.
Delphi technique 


b.
simulation 


c.
scenarios 

B. 



c. 

a. 
b. 
c. 







C. Delphi Technique
1. What is the Delphi Technique?


a.
forecasting aid based on consensus of a panel of experts
b. series of questionnaires
· first is more general; subsequent ones more specific
2. Three Phases
a. sent to group of experts unknown to one another
· requests numerical estimates of specific technological or market possibilities and assignment of probabilities to possibilities


b. summary of the first phase prepared 

· shows ranges of responses

· revised questionnaire 
· sent to respondents asking them to revise earlier estimates or justify original opinions

c. summary of the second phase prepared

· d.
experts asked in a third questionnaire if they support the emerging consensus
· encouraged to find reasons not to join consensus to avoid blind agreement





D. Simulation

1. What is Simulation?

a. representation of a real system 

b. represented in quantitative and/or qualitative terms

c. goal is to reproduce or test reality without actually experiencing it
d. allows management to ask “what-if” questions 
  




1. 
2. 
a. 
b. 
c. 
d. 
e. 





2.
Spreadsheet Simulations
a. used to create hypothetical financial reports so that planners can experiment with how the future might look based on different sets of assumptions



(
pro forma income statements and balance sheets






E. Scenarios

1. What are Scenarios?

a. provide possibilities 

b. stories that help people recognize and adapt to changing features of their 
                                                                                   environments
c. 
d. 
e. a way to identify alternative paths for the future and the actions involved in them



2. Competitor Scenarios
d. present a discussion of what a competitor might do over a specified time period, how the competitor would do it, and why the competitor would choose to do so 


3. Three Common Scenarios 

a. company’s worst nightmare
b. fundamentally different but better world scenario
c. more of the same (equivalent to status quo) but better



Learning Objective 3:
Use Osborn’s Creativity Model to Stimulate Adaptive and Innovative 
Decisions.

A. Fostering Creativity

1. Creativity 

a. the ability to visualize, foresee, generate, and implement new ideas

 
2.
Role in Organizations



a.
increases the quality of solutions to problems



b.
helps stimulate innovation



c.
revitalizes motivation and commitment



d.
serves as a catalyst for effective team performance

b. 









3. 
Stages in the Creative Process 

a. preparation 

· thoroughly investigating an issue or problem

· searching for and collecting facts and ideas

b. concentration 

· focusing energy and resources on identifying and solving an issue or problem
· commitment to implement a solution
c. incubation

· involves an internal and subconscious ordering of gathered information
· yields fresh ideas and new ways of thinking about a problem
d. illumination 


(
the moment of discovery, the instant of recognition

e. verification 


(
the testing of the created solution or idea








· knowledge

· intellectual abilities

· thinking styles

· motivation

· personality

· environment

These resources have to be invested in the idea market to garner a creative return.




a. 

b. 

c. 
· 
· 

· 
B. Osborn's Creativity Model
1. Three-Phase Decision-Making Process
a. fact-finding phase
· defining the issue or problem 
· 
· 
· gathering and analyzing relevant data

· distinguishing between symptom(s) and problems
b. idea-finding phase

· generating tentative ideas and possible leads

· modification, recombination, and addition to most likely ideas
· follows two principles

· defer judgement until after you create a list of possible solution leads
· quantity breeds quality

· brainstorming (see Table 9.3 for guidelines)

· ideal group size is 5-12 people

· ideal time frame 20-60 minutes





· 
· 



c. solution-finding phase

· generating and evaluating possible courses of action

· deciding how to implement the chosen course of action

· relies on judgement, analysis and criticism




d. effectiveness
· support for Osborn's model is mixed

· some research suggests the same number of individuals working alone may generate more ideas and more creative ideas than do groups 

· based on student subjects rather than employees in the workplace

· some research suggests electronic brainstorming 

· generates more, and better, ideas than face-to-face brainstorming

· due to greater anonymity

C. 
1. 
a. 



· 
· 
· 
· 
· 

a. 
b. 
Learning Objective 4:
Apply Three Quality Management Decision and Planning Aids— 
Benchmarking, the Deming Cycle, and the Balanced Scorecard Model.

A. Fostering Quality

1. 
Quality

a. defined as how well a good or service does what it is supposed to do
· value, conformance to specifications, and meeting customer expectations

2. 
3. 
4. Benchmarking

a. c
b. omparison process
· continuous process of measuring and comparing an organization’s goods, services, and practices against industry leaders

c. stages of benchmarking

· defining the domain to be benchmarked

· identifying the best performers

· collecting and analyzing data to identify gaps

· setting improvement goals

· developing and implementing plans to close the gaps

· evaluating results

· repeating the evaluations



· 
· 

d. 
· 
· 
· 
· 
· 
· 
· 



e. effectiveness
· looks at present in terms of how processes or quality dimensions are being achieved by others

· may not be adequate for determining what should be done in the future or whether to contract out a process
· may only lead to short-term competitive advantage
· not a substitute for employee creativity and innovation






5. Deming (PDCA) cycle

a. plan

· What are we trying to accomplish?

· What changes can we make that will result in improvement?

· How will we know that a change is an improvement?

b. do

· test alternatives in a laboratory, establish a pilot production process, or try it out with a small group of customers

c. check

· determine whether the trial or process is working as intended, whether any revisions are needed, or whether it should be scrapped
d. act

· implement the process within the organization or with its customers and suppliers



· 
D. 
1. 
a. 
b. 
a. 




· 
· 




















A. 
1. 
a. 





g. 
2. 
a. 











B. 
1. 

· 
· 
· 
· 











a. 








6. 







C. 
1. 
a. 
2. 
a. 



6. Balanced Scorecard Model
a. provides a way for an organization to gain a wider perspective on its strategic decisions
· takes into account financial and nonfinancial measures, internal improvements, past outcomes, and ongoing requirements as indicators of future performance

b. contends that long-term organizational excellence and quality can only be achieved by taking a broad approach
c. future oriented, not a review of performance





d. four perspectives―two outcome perspectives and two activity perspectives
· financial perspective (outcome)
· profitability, growth in profits, market value of firm
· customer perspective (outcome)

· perceptions of service quality, trustworthiness, loyalty
· internal perspective (activity)

· productivity, employee motivation, organizational competencies, employee rate of defects/errors, employee competencies, safety record

· innovation/learning perspective (activity)

· knowledge management, creativity, development of new goods and services, employee training and development 


e. e. assessment

· benefits of balanced scorecard model
· helps align key performance goals and measures with strategy at all levels

· provides management with comprehensive picture of operations

· facilitates communication and understanding of business goals and strategies at all levels

· provides strategic feedback and learning



· criticisms of balanced scorecard model
· innovation/learning is part of the internal perspective, not a separate perspective

· stakeholders other than customers are not represented in the model

· managers are not given a methodology or rationale on how to set goals for the four perspectives











.
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