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Decision - Learning
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Point of Departure. : 
Models/Algorithms/Frames/Frameworks 

“The study of decision making is, in many ways, the study of search and 
attention”. 

March (1993, p 23) A Primer On  Decision Making. How Decisions Happen

System 1 (“Fast, intuitive, gut-feeling”) System 2 (“Slow, Analytical”). Social 
Norms!

Connections to Learning & Memory (Data Base)
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A Step Back: Two Philosphical streams

Consequentialism: Utilitarianism Bentham, 
Mill

Deontological view: 
Kant Categorical Imperative. 

”It is our duty to act in such a manner
that we would want everyone else to 
act in a similar manner in similar
circumstances towards all other
people. Act according to the maxim 
that you would wish all other rational
people to follow, as if it were a 
universal law.”
• The Trolley Problem
Immanuel Kant 1724-1804

“Nature has placed mankind under the 
governance of two sovereign
masters, pain and pleasure. It is for 
them alone to point out what we ought
to do, as well as to determine what we
shall do.”
Calculation!

Jeremy Bentham 1748-1832

Decision making (process?)

Theories- Ideas (”Socio”, Social”) Tools - Materiality
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Materiality: Tools- history. Power et al (2019)

SO 3  Current ERP system characteristics

EDI, Internet EDI, or extranets are used to connect a company’s 
ERP system to the IT systems of its suppliers and customers.

Exhibit 6-2 
An ERP II System

ERP systems: AUTOMATE Integration. 
Transactional Data
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Materiality: Tools – history/Legacy. Functionality & 
Use (”Design & Use”).

The AI – environment/ development? Royal Society: 
Turing Test vs Searle, ”Chinese Room
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Statistics – The Language of Big Data! (Volume, 
Variety, Velocity). 

”One good working definition of statstics might be that it is the technology of
extracting meaning from data”. Descriptive statistics

”..the technology of handling uncertainty.” Predictive Statistics

Spiegelhalter, 2019, The Art of Statistics, p 7

Expectations: Different views – descriptive (what
happened?) and predictive (what will happen?)
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”Learning” Programming vs Statistics

Analytics – old (RDBM; Query) and new. 
According to Qlik!
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Ideas about decision

Ideas: Tradition vs Alternative (Behavioral Economics)
Bentham vs Kant

Tradition – von Neumann & 
Morgenstern

• (Expected) Utility theory

• One person, one point of time, one
dimension. Perception & Preferences
given. 

• Rational Choice – ”Game Theory”, 
”Prisoners Dilemma”.

• ”Desktop” – prescriptive/normative, 
axioms

”Alternative” Behavioral Economics & 
Others

• Prospect Theory

• ”Person & Situation”: ”Social”, history.

• Behavioral Economics: System 1 & 
System 2. 

• Frames/framing: framing, naming, 
relating.

• Experiments – Laboratory

• Klein – intuition, naturalistic decision 
making

• Gigerenzer – evolutionary approach 
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Central Assumptions/Concepts in Decision 
Theory/Making and Organisational Design (e.g. 

Design Science; Nudging). 

• Uncertainty (unclear causality/”relations”) & Risk (”identified relations”). 

• Choice/s (Logic of consequences) vs. Judgement (Logic of Appropriateness).   

• Causality (cause & effect) & Correlation.

• Linearity vs Non-Linearity (Exponential growth; Power Laws). 

Some aspects…

• Individual (”egoism”) vs Social/Group (”Altruism”; ”Wisdom of Crowds”).

• Programmed vs Non-programmed decision (c.f. Strategic- Tactic-
Operative). 

• Facts (cognition) vs Values (emotions, ”affects”).

• Logic of Consequences (”efficiency”; calculation; means/ends) & Logic of
Appropriateness (legitimacy; ”fair”). 
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Person & Situation (”SocialPsycology”): The Situation

Complexity leads to uncertainty leads to use of heuristics
– can lead to cognitive mistakes.

• Complexity: difficult to identify causality (cause and effect). 
Interdependencies, non-linearity. 

• Uncertainty: difficult to calulate risk. 

• Heurstics: Rule of thumb

• Cognitive mistakes/biases: ”Systematic”. Often related to System 1 thinking.

The Logic of Appropriateness. Person & 
Situation (Rules, Norms, Values, ”Culture”)

Decision makers are imagined to ask (explicitly or implicitly) three questions: 

1. The question of recognition. What kind of situation is this?

2. The question of identity: What kind of person am I? Or what kind of organization is 
this?

3. The question of rules: What does a person such as I, or an organization such as 
this, do in a situation such as this?

March, (1993, p 58) A Primer on Decision Making. How Decisions Happen. 



3/29/2023

10

Puzzles vs. Mysteries

”A puzzle has well-defined rules and a single solution, and we know when we
have reached the solution. Puzzles deliver the satsifaction of a clear-cut rask 
and a correct answer. 

”Mysteries offer no such clarity of definition, and no objectively correct
solution; they are imbued with vagueness and indeterminacy. We approach 
mysteries by asking ’ What is going on here?, and recognise that even
afterwards our understanding is likely to be only partial. They provide
none of the comfort and pleasure of reaching the ’right’ answer.”  

Kay & King (2020) ”Decision- Making Beyond The Numbers”

Mystery. Cf. Wicked Problems

”A mystery cannot be solved as a crossword puzzle can; it can
only be framed, by identifying the critical factors and applying
some sense of how these factors have interacted in the past and 
might interact in the present or future”. 

Kay & King (2020, p 20-21) Radical Uncertainty. Decision- Making Beyond the Numbers
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Different situations – different decisions, different 
actions!

Expected utility vs Prospect Theory Changes from a baseline

”People think about life in terms of
changes, not levels. They can be 
changes from the status quo or changes
from what was expected, but whatever
form they take, it is changes that make us
happy or miserable”. 

Thaler (2015, p.32) Misbehaving

Framing (and naming) is important!

General heuristics/biases

• The availability heuristic: you use what you remember. The importance of memory. 

• The representative heuristic: signals/traits that correspond with previously formed
stereotypes 

• The confirmation heuristic: search and collects data (use selective data) when testing
ideas/hypotheses. 

• The affect heuristic: follow a emotional evaluation before an analytcal. 

Bazerman & Moore (2013, p 7) Judgement in Managerial Decision Making
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Ex. 1 Emotional Framing - the importance
of wording..  

• Would you accept a gamble that offers a 10% chance to win
$95 and a 90% chance to lose $5?

• Would you pay $5 to participate in a lottery that offers a 10% 
chance to win $100 and a 90% chance to win nothing?

…losses evokes stronger negative feelings than costs.
Khaneman (2011, p 364). 

Ex 2. Chosing method

Background: Physician participants were given statistics about the outcomes
of two treatements for lung cancer: surgery and radiation. The five –years
survival rates clearly favour surgery, but in the short term surgery is riskier
than radiation. The two descriptions of the short-term outcomes of surgery
were: 

• The one-month survival rate is 90%
• There is 10% mortality in the first month. 

Surgery more popular in the first ”narrative”: 84 vs 50

Khaneman (2011, p 367). 
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Explanation

”Humans are social animals and communication plays an 
important role in decision-making. We frame our thinking in 
terms of narratives. And able leaders – whether in business, in 
politics, or in everyday life – make decisions, both personal and 
collective, by talking with others and being open to challenge from 
them.” 

Kay & King (2020, p.17) Decision- Making Beyond The Numbers

”Contested Terrain”: Maximation of Labor Value & 
Workers Resistance. Skilling & De-skilling. Conflict
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What can algorithms do? Algorithms & affordance

Result – how do employees experience use of
algorithms?
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DIRECTING: Recommending & Restricting

EVALUATING: Recording & Rating
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DISCIPLINE: Replacing & Rewarding

Knowledge Worker

A need of managing a new 
resource – knowledge! Different Approaches to KM


