Week 3, Session 1

Group effectiveness

How do you make groups effective?

Let's look at a real group.  The State Department "off site."  

How do you make groups effective, and make certain these problems don't occur:

As you can see from the example, WHAT you do in the group does make a difference.  HOW you discuss matters creates effective groups.

Most advice on groups give prescriptive advice.  A couple of examples are found in your reading:

As the text notes, FORCING people into a prescriptive mold may not work.  Why?


1.  Method is not appropriate for the issues discussed



a.  Factual decisions don't need a group…they need an expert



b.  environmental factors


2.  People don't like to be forced into a mold.  This is not democratic.


3.  Group is more interested in procedures than in solving the problem


4.  Assumes rationality.


5.  Consensus building procedures may get consensus but not agreement.  Big 
 
    difference!!!

Notes from Text about Consensus

Prescriptive methods

"Rational Reflection"  Fundamental system.  If you were asked to create a system for decision making, this is what you would do.  It is a rational, step-by-step approach.

Look at article for the five steps.

Decision Trees

Let me add a wrinkle to the discussion in the reading.  In the decision process, we weigh alternatives, and each decision causes a branch that can create another decision point.  Most decisions are a combination of sub-issues and many decisions do lend themselves to this kind of analysis.  However, since our discipline falls within the social sciences—dealing with the intricacies of human behavior—it should not surprise us that a model of this type falls short of its intended goal.  Let's look at a couple of problems with this kind of decision tree. 

1.  Few decisions are binary.  That is, you don't often have a choice of just "yes" and "no."  While it may be possible to create a decision tree that is so complex it can cast each decision in a binary format, this is often far too complex to be useful.  Most decisions have multiple branches, i.e. yes, no, maybe, sometimes, possibly, hell no, under certain circumstances, or even "I don't know."  

2.  Simple binary decisions don't attach differing values to each alternative.  This is critical.  Let's say you were trying to decide whether to buy a prize winning dog, or a prize winning horse.  Both will cost about the same, and you like both equally as well.  But, there is more to consider than which one you like the best.  If you buy the dog, you can keep it your house, and feed it dog food you buy at the grocery store.  If you buy the horse, you must either build or rent a stable.  The horse eats TONS of hay and grain each year.  As you can see, there is more to the decision than just which one is better.  There is a substantial cost difference for each one, and this must be included in your decision.

3.  Many decisions have probabilities attached to the outcome.  For example, lets say you are trying to decide what kind of insurance to buy. Your broker says you need car insurance; homeowner's insurance; and insurance against being hit by a meteor.  What is the likelihood that you will need each kind of insurance?  Well, a car accident is certainly probable, and the law requires insurance protection against it.  A break-in at your home is also possible, but not as likely.  Being hit by a meteor is certainly possible, but not really very likely at all.  For many decisions, you can actually assign a probability for each outcome.  You may not be exactly right, but your best guess is better than not considering probability at all.

4.  Many decisions actually have a combination of both economic value and probability.  If you could predict BOTH for each point on the decision tree, then you would really have a good decision!  

Let's me give you an example:  You have the opportunity to buy stock in one of two companies.  You have to buy the stock in each company in units of $10,000 and all you have is $10,000.  Therefore, you can only buy one company's stock.  If you buy one, you can't buy the other.  Your analysis yields the following result:

Company A is an old, stable company and its stock has a 60% chance of increasing in value to $12,000 in five years.  But, if you get lucky, it also has a 40% chance of increasing to $15,000.  

Company B is a new Internet company.  It has a 10% chance of its value increasing to $50,000 and a 90% chance of not gaining anything at all.  

Which stock do you buy?   Well, let's do the math.  Each company has two possible outcomes, so both probabilities total 100%.  By multiplying out the value of each of the two possible outcomes, and summing them, I can get an expected value for each decision.  It looks like this: 

Company A:     .6 * $12,000 = $7,200 
                         .4 * $15,000 = $6,000   

                        Expected Value for Company A:    $7,200 + $6,000 = $13,200 

Company B:     .1 * $50,000 = $5,000 
                         .9 * $10,000 = $9,000 
 
                        Expected Value for Company B:     $5,000 + $9,000 = $14,000 

Therefore, the correct decision would be to buy Company B.  

Now, as much as I would like to claim that this is my great idea, it isn't.  What you have just seen is the work of the British clergyman and mathematician Thomas Bayes, 1701-1761 (yes, preacher an math guy…talk about boring sermons!).  I have given you a simple example, but imagine what this would be like a complex decision tree.  Each decision point would have multiple choices--not just "yes" and "no."  And, for each branch, there would have to be a probability and value assigned, just as we have done above.  Furthermore, each decision point modifies the potential outcomes of succeeding decisions, in both their probability and value.  Needless to say, the math can get quite complex.

Okay don't panic.  Calculating a Bayesian decision tree isn't going to be on the exam.   But you should know who this guy is, and roughly what his work is about.  For those of you who are really into the math, you may want to check out this website: http://plato.stanford.edu/entries/bayes-theorem/  For the rest of you, I'm glad you have a life.  If you take a class in decision analysis in an MBA program, you will probably have to work through Bayesian Logic and you will be a better person for it.  For now, you should just know the rough idea of how it works…as illustrated above.  
Nominal Group Technique (NGT)

Your reading describes this well.  Groups are NOT efficient.  A later version of this is the virtual group in which all of the discussion is on-line.

Descriptive approaches

Again, look at the reading.  Look at the work of Bales and compare it to the State Department study.  This study was an attempt to use a descriptive approach.

Again, look at the reading.  

Do the assignment.

