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Introduc8on	  
This	  lecture	  presents	  the	  theme	  of	  decision-‐making	  processes,	  
with	  par8cular	   reference	   to	   their	   implementa8on	   in	   tourism	  
firms	  and	  des8na8ons.	  The	  first	  part	  introduces	  the	  concepts	  
of	   bounded	   ra8onality	   and	   cogni8ve	   errors;	   in	   the	   second	  
part,	   a?er	   introducing	   the	   'tradi8onal'	   decision	   making	  
scheme,	   the	   analysis	   tools	   for	   organiza8onal	   problems	   are	  
deepened.	  Through	  this	   lecture	   it	   is	  possible	  to	   learn	  specific	  
skills	   in	  the	  area	  of	  decision	  making	  and	  the	  problem	  solving	  
tools	  useful	  within	  organiza8onal	  life.	  



•  Decision	  making	  
•  Heuris8cs	  and	  traps	  
•  The	  problem	  solving	  cycle	  
•  Analysis	  tools.	  What	  they	  are	  and	  what	  they	  are	  
for	  

•  Resources	  &	  Capabili8es	  analysis	  
•  5	  Porter’s	  forces	  
•  PEST	  Analysis	  
•  SWOT	  



Decision	  making	  
•  How	  do	  we	  make	  decisions?	  

Intui8on	  

Emo8ons	  

Ethical	  values	  

Luck	  



In	  the	  workplace,	  we	  would	  like	  solvingin	  complex	  problems	  reaching	  
excellenct	  choices.	  Unfortunately,	  however:	  	  
a)  Ra8onality	   requires	  complete	  knowledge	  and	  a	  predic8on	  of	   the	  

consequences	   that	   will	   result	   from	   each	   choice.	   In	   reality,	  
knowledge	  of	  the	  consequences	  is	  always	  fragmented.	  

b)  Since	  these	  consequences	  concern	  the	  future,	  the	  imagina8on	  will	  
have	   to	   intervene	   to	   fill	   the	   absence	   of	   experience,	   in	   order	   to	  
aWribute	  a	  value	  to	  these	  consequences.	  But	  the	  values	  can	  only	  
be	  predicted	  roughly.	  	  

c)  Only	   a	   few	   of	   these	   possible	   alterna8ve	   behaviors	   present	  
themselves	   to	   the	   individual	   mind.	   Man	   therefore	   presents	  
himself	   as	   'ra8onally	   limited'	   (Simon,	   1947),	   hence	   the	   so-‐called	  
'Administra8ve	  theory'.	  



Example	  of	  bounded	  ra8onality	  
	  
Scenario	  1:	  given	  the	  strategic	  ac8ons	  done	  in	  the	  past,	  
the	  CEO	  must	  make	  a	  decision	  to	  limit	  his	  losses	  by	  €	  
600,000	  in	  2020.	  The	  CEO	  proposes	  two	  alterna8ves:	  
a)  withdrawing	  a	  product	  from	  the	  market,	  saving	  €	  

200,000.	  	  
b)  b)	  put	  on	  the	  market	  a	  new	  product	  that	  has	  1/3	  of	  

the	  probability	  of	  producing	  profits	  for	  €	  600,000	  and	  
2/3	  of	  not	  producing	  at	  all.	  Which	  alterna8ve	  would	  
you	  recommend?	  



Scenario	  2:	  The	  CEO,	  given	  the	  strategic	  ac8ons	  done	  in	  
the	  past,	  must	  make	  a	  decision	  to	  limit	  his	  losses	  by	  €	  
600,000	  in	  2020.	  The	  CEO	  proposes	  two	  alterna8ves:	  	  
	  
c)	  withdrawing	  from	  the	  market	  a	  product	  that	  in	  any	  
case	  does	  not	  limit	  the	  losses	  below	  €	  400,000.	  	  
d)	  put	  on	  the	  market	  a	  new	  product	  that	  has	  1/3	  the	  
probability	  of	  not	  suffering	  losses	  and	  2/3	  of	  having	  to	  
suffer	  losses	  for	  €	  600,000.	  Which	  alterna8ve	  would	  you	  
recommend?	  
	  	  
	  



What	  is	  a	  problem?	  
	  
Situa8on	  to	  be	  à	  Situa8on	  as	  is	  =	  Problem	  	  



Problem	  solving	  and	  decision	  taking	  

PROBLEM SOLVING  

(pre-decision) 

DECISION MAKING  

(decision) 

DECISION TAKING  

(post-decision) 



Hyerarchy	  of	  decisions	  
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Heuristcs	  and	  traps	  
	  
Managers,	   but,	  more	   generally	   the	   human	   being,	  who	  must	  
make	  a	  decision,	  can	  make	  use	  -‐	  unconsciously	  or	  consciously	  
-‐	  of	  the	  so-‐called	  heuris8cs	  (from	  the	  La8n	  heure8kos,	  which	  
means	  'find’),	  that	  is,	  "rough	  rules	  of	  thumb"	  to	  simplify	  their	  
decision	   process.	   In	   this	   case	  we	   speak	   of	   heuris8c	   decision	  
making.	  These	  rules	  are	  mostly	  automa8c	  in	  our	  reasoning	  as	  
they	  derive	   from	   the	   so-‐called	   System	  1	  of	  our	   thinking,	   the	  
automa8c	   and	   spontaneous	   one.	   System	   2,	   the	  most	   logical	  
and	   reflec8ve	  one,	   is	  mostly	   'dormant'	   and	  only	  wakes	  up	   if	  
complex	  problems	  are	  faced.	  
	  	  
	  



Example	  of	  heuris8c	  



Classifica8on	  of	  heuris8cs	  
Judgmental	   heuris8cs:	   the	   decision	   maker	   incamera	   and	   processes	  
informa8on	   to	  evaluate	  a	  problem.	  Among	   the	  main	  heuris8cs	  of	   this	   type:	  
representa8veness	  heuris8cs;	  availability	  heuris8c.	  	  
	  
Heuris8cs	   or	   selec8on	   rules:	   decision	   maker	   directs	   his/her	   final	   choice	  
through	  these	  rules.	  	  
	  
Representa8veness	   heuris8cs:	   it	   exists	   when	   in	   judging	   an	   individual,	   an	  
object	   or	   an	   event,	   people	   tend	   to	   look	   for	   traits	   that	   can	   correspond	   to	  
previously	  formed	  stereotypes	  (Kahneman	  and	  Tversky,	  1974).	  	  
Availability	   heuris8c:	   it	   exists	   when	   people	   evaluate	   the	   frequency,	  
probability,	   or	   probable	   causes	   of	   an	   event	   from	   the	   degree	   to	   which	   the	  
occurrences	   of	   that	   event	   are	   easily	   available	   in	   memory	   (Tversky	   and	  
Kahneman,	  1973).	  



Advantages:	  speed	  	  
Disadvantages:	  inaccurate	  

choices	  



Traps:	  
a)	  Anchor	  trap	  	  
b)	  Status	  quo	  trap	  	  
c)	  Submerged	  costs	  trap	  	  
d)	  Evidence	  confirma8on	  trap	  	  
e)	  Framing	  trap	  	  
f)	  Impulsivity	  	  
g)	  Choosing	  the	  wrong	  target	  	  
h)	  Absence	  of	  a	  control	  scheme	  	  
i)	  Excessive	  confidence	  in	  one's	  judgment	  	  
j)	  Short-‐sighted	  shortcuts	  	  
k)	  Lack	  of	  systemicity	  	  
l)	  Group	  failure	  	  
m)	  Insufficient	  considera8on	  of	  feedback	  	  
n)	  Lack	  of	  monitoring	  in	  the	  post-‐decision	  phase	  	  
o)	  Inability	  to	  verify	  one's	  decision-‐making	  process	  



Problem	  solving	  cycle	  
	  
Defini8on	  of	  the	  problemà	  Iden8fica8on	  of	  
criteria	  and	  goalsà	  analysis	  à	  Spread	  of	  
alterna8vesà	  Iden8fica8on	  of	  the	  alterna8veà	  
Interven8onà	  Implementa8onà	  
FeedbackàRidefini8on	  of	  the	  problem	  



The	  model	  of	  5C	  
	  



Resurces	  and	  capabili8es	  of	  the	  firm	  

• Analyzing	  balance	  sheets	  

• Interviewing	  func8ons	  or	  department	  
responsibles	  

• Sistema8za8on	  of	  the	  informa8on	  



Example	  of	  R&C	  analysis	  	  

Source:	  Grant	  (2009)	  



Porter’s	  5	  forces	  

Potential entrants 

Suppliers 
Competitors 

	  	  

	  	  	  	  

	  	  

Substitutes  

Buyers 



PEST	  analysis	  
Poli%cal	(incl.	Legal)	 Economic	 Sociocultural Technological	 

Environmental	regula%ons	and	
protec%on 

Economic	growth	 Income	distribu%on Government	research	
spending 

Tax	policies Interest	rates	&	monetary	
policies 

Demographics,	Popula%on	
growth	rates,	Age	

distribu%on 

Industry	focus	on	
technological	effort 

Interna%onal	trade	regula%ons	
and	restric%ons 

Government	spending Labor	/	social	mobility New	inven%ons	and	
development 

Contract	enforcement	law	
Consumer	protec%on 

Unemployment	policy Lifestyle	changes Rate	of	technology	
transfer	 

Employment	laws Taxa%on Work/career	and	leisure	
aOtudes	

Entrepreneurial	spirit 

Life	cycle	and	speed	of	
technological	
obsolescence	 

Government	organiza%on	/	
aOtude	 

Exchange	rates Educa%on Energy	use	and	costs 

Compe%%on	regula%on Infla%on	rates Fashion,	hypes (Changes	in)	Informa%on	
Technology 

Poli%cal	Stability Stage	of	the	business	cycle Health	consciousness	&	
welfare,	feelings	on	safety 

(Changes	in)	Internet 

Safety	regula%ons Consumer	confidence Living	condi%ons (Changes	in)	Mobile	
Technology 



SWOT	  analysis	  and	  development	  of	  strategies	  
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