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_CHAPTER I
INTRODUCTION

In surveying the literature which has been written since 1945,

the year when Herbert A. Simon's Administrative Behavior was first edited,
it becomes apparent that there is a linkup between Simon's theory and
éﬁbirical r;search. This relationship between theory and research seems
to be of two types. The first may be referred to as the hypothesis testing
type. That is, several of the hypothetical propositions which Simon set
forth in his theory have since been tested by means of empirical research.
The second may be referred to as the direct instrument type. In other
words, Simon's scheme for analyzing administrative organization in terms
of the decision-making process has been used as an instrument in empirical
research in the sense that actual administrative situations have been
described within Simon's decisional framework. In short, the purpose of
this paper is to illustrate that these two types of relationships between
Simon's theory and research do exist by: (1) citing examples which
illustrate.héw’Certain of his hypotheses have since been tested by empiri-
cal research; and (2) citing examples which illustrate how Simon's ana-
lytical tool was used as an instrument in empirical research.

Before proceeéding with the proposed discussion, it seems appro-

priate to briefly summarize Simon's theory as it was presented in Adminis-

trative Behavior. The central theme of Simon's study is that an under-

standing of administ?ative organization can be obtained by analyzing
organization in terms of the processes of decision-making (i.e., by ana-

lyzing the manner in which the decisions of organization members are



hinfluenced within and by the organization). In light of this theme,
Simon takes up the task of studying decision-making processes in adminis-
trative organization by explaining: (1) the anatomy of decision-making,
(2) the physiology of organization, and (3) the anatomy of organization.

Simon begins by explaining the anatomy of decision-making. He
states that decision-making involves three steps: (1) the listing of all
behavior alternatives; (2) the determination of all the consequences that
follow upon each of these alternatives; and (3) the comparative evaluation
of these sets of consequences. Factual knowledge and the values or pref-
erences of the deciding individual for one set of consequences as GomMpared
with another are the two influences on this process of cholee. 1In ghort,
a decision is a conclusion drawn from a set of factual premises and value
premises.

In his discussion of the anatomy of decision-making, Simon also
examines the limits and possibilities of human rationality. Because the
human mind is unable to bring to bear upon a single decision all aspects
of knowledge, value, and behavior that would be relevant, huﬁan‘decision-
making falls short of objective rationality. In actual behavior, as dis-
tinguished from objectively rational behavior, decision is initiated by
external stimuli which channel attention to selected aspects of the situa-
tion to the exclusion of competing aspects that might turn choice in anoth
direction. Human rationality, then, operates within the limits of a
psychological environment. That ié, individual - choice takes place in an

environment of "givens" -- an environment which imposes on the individual



‘as "givens" a selection of premises upon which he must base his decision.
The stimuli may be initiated arbitrarily. Or they may be controlled, thus
making it possikle for a higher degree of rationality to be achieved.

Next Simon attempts to explain the physiology of organization or
the processes whereby an organization influences the decisions of its
members. Since a decision is a conclusion drawn from a set of factual and
value premises, organizational influence upon the individual may then be
interpreted not as a determination by the organization of the decisions of
the individual but as a determination for him of some of the premiseé upon
which his decisions are based. A decision is rational from the standpoint
of the individual if it is consistent with the facts (information), values,
and alternatives which he weighed in reaching it. A decision is rational
from the standpoint of the group if it is consistent with the values goﬁern-
ing the group, and the information that the group possesses relevant to the
decision. Therefore, the organization must be constructed such that a
decision which is "subjectively" rational (i.e., rational from the standpoint
of the.aéciding individual), will remain rational when reassesséd from the
standpoint of the group. Hence, the basic task of administration is to
provide each operative employee with an environment of decision such that

o

behavior which is rational from the standpoint of this environment is also

rational f£rom the standpoint of the group values and group situation.3

The principal modes of organizational influence in determining its
f

members' psychological environment of decision or "givens" are: (1) authority,

(2) communication, (3) identification or organizational loyalty, (4) effi-
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éiency criterion, and (5) training.4 The first two modes are influences
for imposing on an orgénization member decisions réached elsewhere in the
orgénization.‘ The last three modes are influences for establiéhing in the
organization member himself attitudes, habits, and a state of mind which
¥gad him to reach that decision which is advahtageous to the organization.
Finally, Simon deals with the anatomy of organization or the

distribution and allocation of decision-making functions. It is his view
that the key to understanding organization structure is to develop a clear
and realistic picture of the decisions that are required for the organiza-
tion'é activity, of the key decision premises (or set of guiding principles
developed by the top administrators) on which its activity rests, and of
the’flow of these and other premises which contribute to decisiona in the
organization.5 The result would be an outline of the decision-making proces
in the organization (i.e., an analysis of the way in which decisions actuall
were ﬁade and the ibcations of imporﬁant decision functions in the organiza-
tion). Thus, 1t would also be an outline of the important features of the
organization structure -- uses of authority, its communlcatlon sfgtem, its

members' organizational loyalties, training, and so on.



CHAPTER II
HYPOTHESIS TESTING TYPE RESEARCH: ILLUSTRATIONS

There is a great deal of empirical research which supports many

of the propositions hypothesized by Simon in Administrative Behavior. The

following-discussion presents several examples to illustrate this hypo-
%ﬁésis testing tyﬁe of research that is linked to Simon's theory.

In his theory, Simon presents a'set of hypotheses concerning
organizational loyalty (or identification). His principal hypothesis on
this matter is that organizatibnal loyalty is one of the primary modes where-
by an organiiation influences its members'’ psychological environment of
decision. His reasoning is that jdentification is the process whereby the
individual substitutes organizational objectives for his own aims as the
value‘premises which determine his organizational decisions;6 Several
studies have been conducted which lend support to this hypothesis.

One such hypothesis-testing type of study was a laboratory experi-
ment on small groups conducted by K. W. Back. By means of plausible
instructioné‘té’the subjects, he experimentally created groﬁps of high and
1ow cohesiveness, that is, cohditions in which members srongly identified
with the group and those in which identification or loyalty to the group
was relatively weak. “Each team member was instructed to write an interpre-
tation of pictu;eé he had seen alone before discussion with his teammates,
and again after discussion. Irrespective of the source of:group identifi-
cation (Back used tﬁ}ee different types of identification in both high and

jow cohesive conditions), the subjects in the high cohesive groups influenced

A



each other's opinions more than the subjects in the low cohesive groups.7

In short, as Simon's hypothesis predicts, Back found that the greater the

degree of identification to the group, the greater the amount of influence

actually accomplished.

These findings are corroborated by a study conducted by Festinger,
;Schachter, and Back. Unlike the previous study discussed, this was a field
study, not an experiment. The researchers investigated the relationship
between the cohesiveness of social groups in a housing project (i.e., how
strongly members identified with the group) and how effectively a group
standard relevant to the functioning of the group was maintained. A corre=-
lation of .72 was obtained between these two variablee.8 In other words,
the greater the jdentification of menivers to the group, the greater was the
amount of influence which the group could successfully exert on the attitude
and behavior of its members.

In conclusion, it is apparent that because both of these empirical
investigations'ﬁound that the greatzr the identification with the group,
the moré effective will be the attenpts to influence the member,‘they pro-
vide empirical support to Simon's yypothesis that organizational (i.e.,
group) identification }s one meang whereby an organization group influences
its members' decision premises (:.e., the values and attitudes on which a
member's decisions will be based). However, even though these findings may

be generalized to a certain degre: because they were derived from two very

+

differently structured studies (i.e., one study'being a laboratory experimer

on small groups; the other being a field study on comparatively larger sociz



jroups in a housing project), it is important to note that neither study
jrew its findings from an organizational setting, which is where Simon
jerived his hypothesis. )

Simon also presents a set of hypotheses in his theory that deal
with communlcatlon. ‘Communication, like organizational identification, is
a means by which an organlzatlon influences its members' psyéhological
environment of decision. 1In discussing this proposition, Simon postulates
related ones which also concern communication and many of which have since
been supported by systematic empirical evidence. For illustrative pﬁrposes
the following paragraphé discuss some of the research that has been con-
ducted in relation to two of Simon's communication hypotheses.

One of Simon's hypotheses on communication states that personal
motivation affects communication. That is, personal motivation (e.g., one's
motivation to increase one's power or influence in the organization) has
considerable inflﬁence on whether or not the individual who first obtains
the informat%oq“will transmit it to the rest of the organizétion.9 Data
from the experiment by Back described earlier supports this ﬁypékhesis. In
this experiment the reader may recall that groups of high and low cohesiveness
were experimentally cggated using three different sources of motivating one
personally to remain in the group. These three sources were: (1) liking
the membefs, (4) prestige attashed to belonging, and (3) possibility of
gettlng a reward for:performance in the group act1v1ty. Back found that

in the highly cohe51ve groups where attraction to remaining in the group

. 10 ‘ . . .
was strongest, pressures to communicate were stronger. That is, information
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Qas transmitted and discussed at a more rapid and intense pace in these
groups than in the corresponding less cohesive groups. Similarly, in a
study conducted by Leon Festinger, the findings showed that where members'
personal motivation to remain in the group was zero, no forces to communi-
cate arise. 'As one's motivation to remain in the group increases (given a
certain relevance of the item to the functioning of the group), the pressures
to communicate will increase.11 In short, it is obvious that while these
two studies imply other ﬁhings‘as well, at the same time they lend empirical
support to Simon's hypothesis that personal motivation (to gain prestige,
power, or influence, and so on) in an organization affects the flow of infor-
mation from the beholdervto the rest of the organization or group.

A second communication hypothesis that Simon presepts in his theory

+he
states that the source of the communication is one oprrimary determinants

12 Oone of the most

of how much consideration the recipient will give to it.

prominent studies in this vein was conducted by Carl Hovland and Walter Weiss

The ove;gll q§§ign of the study was to present an identical communication

to two groups, one in which a communicator of a generally "trusf&orthy"

character was used, and the other in which the communicatoriwas generally

regarded as "untrustwo;thy."13 For example, on the topic oé "The Future

of Movie Theaters" the high credibility source was Fortune magazine while

the low eredibility sdourees was an extensively syndicated woman movie=~gossip
1 o

columnist. The effects of source on factual information and on opinion were

measured by the use of questionnaires administered before, immediately after,

and a month after the communication. According to the results, communica-



tions, when presented by 2 high credibility source, were regarded as being
"justified"” in 71.7% of the cases when presented to the subjects who ini-
tially held the same opinion and in 50% of the cases when presented to
subjects who initially held an opinion at variance with that advocated by
the communicator. When communications were presented by a low credibility
source, they were regarded as being "justified” in 51% of the cases where
subjects initially agreed and in 36. 7% of the cases where they initially
disagreed.13 1n short, Hovland and Weiss found that the lmmedlate reaction
to the "fairness" of the presentation and the "justifiability" of the con-
clusions drawn by the communication is significantly affected by both the
subject's position on the issue and by his evaluati&n of the trustworthiness .
of the source. Also, opinions were change immediately after the communica-
tion in the direction advocated by the communicatoxr to a significantly greater
degree when the material was presented by a trustworthy source than when pre-
sented by an unﬁrustworthy source.14 In conclusion, it becomes apparent
that the flndlngs of this empirical study lend credibility to Simon's hypo-
thesis that the source of the communication is a salient factor in deter-
mining the degree to which its recipient will be influenced by it (i.e., the
degree to which the‘recipient will consider the new infofmation in making
organizational decisions).

Finally, a third example of the hypothesis tesging type of link
between research and Simon's theory can be mentioned. This example deals

with Simon's descrlptlon of human rationality, one of the central notions in

his theory. Simon defines objective rationality as viewing behavior alterna-
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' tives prior to decision in panoramic fashion, considering the whole complex -
of consequences that would follow on each choice, and, with a system of
values as criterion, singling out one alternative from the whole set. How-
ever, Simon hypothesizes that actual behavior falls short of ;bjective
rationality in three ways. The first is that only a very few of all possible
behavior alternatives come to mind at any moment. The second is that a
human's knowledge of the consequences that will follow on each choice is
always incomplete, fragmentary. The third human limitation is that since
these consequences lie in the future, the value that an individual attaches
to an anticipated consequence may be quite different from t;he value that the
consequence will have for him in experience. Thus, the vaiuation process in
chdice is limited in its accuracy and consistency.

Several years after Simon's theory was published, several empirical
studies were conducted which indicate that Simon's description is correct,

rather more accurate than the historical model of economic man in which

rational objectivity in decision-making has no limitations. The following

-
.- .

list briefly mentions some of these verification studies.yidne.of the first
was a study by Max Wertheimer, a psychologist who studied the judgmental
processes of man. His findings pretty well fit those of Simon's informal
p :
description.l6 A second study which confirms Simon's hypothesis is that by
A. deGroot who alSo was a psychologist. In this interesting and significant
study, the research, dealt wiéh the thought procésses of chess players.17
r

Finally, Simon conducted his own empirical investigation in collaboration

with Allen Newell. In this study the researchers succeeded in describing in
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jetail a decision-making mechanism capable of exhibiting certain complex

anuman problem-solving behavior -- specifically, the discovery of proofs for

simulate such

-

theorems in logic. Subsequently, the researchers were able to

complex behavior, using this decision-making program, with the aid of an

ordinary electronic computer.18 Their results correspond with Simon's

original hypothesis. In short, these studies are mentioned here briefly as

evidence that Simon's hypothetical description of human rationality in

Administrative Behavior has been verified in its main features.




- 12 -
CHAPTER III
INSTRUMENT TYPE RESEARCH: ILLUSTRATIONS

There is a good deal of evidence which justifies Simon's claim that
the decision-making framework can be used as a direct instrument of empirical
research on organization structure. The following discussion not only pre-
sents examﬁles to support Simon's claim but also demonstrates how the pattern
variable concept has been applied empirically.

One example deals with a study on the organization and role of the
accounting (or controller's) department. The study team was led by Simon
under the sponsorship of the Controllership Foundation. Tﬁe team studied
seven large companies which had all approached the problem of organizing the
controllership function in different ways. The question wﬁich the study
group sought to answer was: "How should a company's accounting department
be organized in order that the data it assembles will be of greatest useful-
ness to the operating executives of the business in making decisionSand solv-
ing problems?" The method by which the study team sought to answer this
quesfion was -Simon's decisim approach.19 The following b;;efly describes
how the decision scheme was applied in an investigation of:this problem.

The first step taken by the study team was to identify the points
in the organization at which decisions were made. This step consisted of
identifying what important types of decisions had to be made in the organiza-
tion and which operating exéqutives made which types of decisions. The key
‘points which the réééqrchers identified in the Aecision-making hierarchy were

(1) the chief executive, (2) the company vice presidents for sales and for
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production, (3) division executives, and (4) factory and regional sales

managers.20

Having identified the decision centers, the next step was to deter-
mine what types of accounting data might be useful in making éhese decisions.
Thus, 5y ohserving the actual decision-making process, specific types of
data needs were identified at particular organizational levels. For example,
the fundamental question asked by the factory manager, who has the basic
résponsibility for getting work out, is, "How Qell am I doing?" Therefore,

communication to provide information on the results of activities is the

type of accounting data needed at this level,. The researchers labeled this

category ‘'score-card' information. On the other hand; the higher level
officials, whose job it is to look for trouble spots, continuously ask the
question, "Wha£ problems shall I look into?" Therefore, the type of data
needed at this point is communication to evoke programs oOr "attention-
directing” information. Finally, in cases where the fundamental question
is, "Which course of action is better?", a third category of information is

.

needed. This type is called »problem-solving” information or communication

21

to provide data for the application of strategies. In short, the researchers

identified three categories of information, each serving a different purpose
r
at a different point in the decision hierarchy. They also discovered that
the extent to which the information was used dqpended in considerable part on
. the closenesspf thehrelationship between the accounting people (as informa-
,

tion sources) and fhe operating péople (as consumers).22 Therefore, what

might be a good organization pattern for the use of certain types of account-



- 14 =

, ing information might be inappropriate for others.

As a result of this analysis, the research group'’ foﬂu@ that the
agsounting depaztmant‘s function consists of three major areas. each of
which ean be separated from the other. The first is record-keeglng which
invelves bookkeeping and preparation and distribution of periodlc accounting
reports. In making judgments as to where this mechanical aspect of the
aceeunting function might mest appropriately be located, such factors as cost
and ﬁniﬂcrmity of raports are asonsidered significant. Because no special
problens of communication are involved in the record-keeping function and be-
cause decision premises are largely irrelevant to organization arrangements
for the record-keeping funetion, it ean be approached in rather conventiocnal
erganization terms. The second function area of ewountingig w
which involves assistance to the operating departments in.providing meaning-
ful ”scgza-card" and "attention-directing" information. abre proximity to
the ¢perating units is the most important loccatiocnal consideratxon. Not onl)

st there be premptness of presentation but also confidence of reliability

s yr r %

.ané integrity of the data. BEaay horizontal commnnicationiis therefore
essentinl, For example, in terms of “score-card" analysi;. it is importamt
that there be a glea@ relationahip between the cost analyst (a middle mamage
ment exeeutive of the a@e@uatiag department) and the a@partasnt head (& midd

managoment eperating exaeutive). The samo general situstion applies wdith

"attentionudixecting“ inﬁosmat&ea. with the bagic horizomtal contact between
the factory acaountant and the factery manages. The third functiom ares is
Fhis invelves panticﬁgaﬁﬁnm
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in the use of accounting information to satisfy unigue management require-
ments and to suggest strategies. Again the facﬁor of horizontal communica-
tion is a most significant element. Arranging the relationship between the
company controller and the chief executive or the factory accountant and the
"factory manager in a horizontal pattern are two examples. However, in con-
trast to the case of “"score-card” and nattention-directing” questions which
indicate decentralization, the case of problem-solving questions indicates
centralization for two reasons. One is that there seems to be less need to
create the same kind of close relationship necessary in the "score~card"
and "attention-directing" areas. The second is that these "problem-solving,
special studies” cut across departments and have to be attacked at the com-
pany-wide, or at least factory-wide, level.23

By juxtaposing these functions and the information on who needs
what information from whom, the researchers found that a rough model for
accounting organization begins to emerge. Chart 2 on the following page is
an egg@ple;qﬁuone of the structural models which arose from this analysis.
Preceding it is an example of a model which émerged from one of the more
traditional approaches to analyzing organizations, such aé by means of ana-
lyzing formal lines pf authority.

In Chart 1, communication only flows vertically'in order to observe
thé unity of eoemmand principle which is based on the assumption that a man
can serve only one;ﬁaster. On the other hand,‘simon's group recommends that

the company should forget the unity of command idea. Since communication pat-

terns outlined in Chart 2 exist under any circumstance, the structural arrange-



ment suggested in Chart 1 serves only to hamper or inhibit communication.
In other words, Simon recommends that if the administrative situation re-
quires communication to flow both vertically and horizontally, this pattern
should be formalized in the organization structure as Chart 2 depicts. On
Phe matter of the unity of command precept, Simon states tha£ it should be
;abandoned until further studies prove it is essential. Meanwhile, Simon
cites evidence illustrating that "A man can serve two mastersprovided that
the two masters are not working at cross purposes."26 For example, a
division of formél authority over the factory accountant is entirely workable
so long as the controller's department has acceptance and support of company
manufacturing executives. |

In summary, Simon's decision model is based on thé idea that human
beings, with all their failings, are continually being cas@ginto problem-
solving situations where choices are made. Thus we need to know who makes
decisions and the base of information from which decisions are drawn. In
the study of controllership in several large factories, this method of
analysi; was‘followed. The points of decision were identified as were the
kind of decisionsto be made. Since information served as the initial stimu-
lus for the decision, as the means of guiding action, and as the vehicle

-

for reporting action results preparatory to taking new decisions, it was
obvious also that the analysis of communicatioqs or information content and
flow was a necessary step. On the basis of these data, the Simon group came

to certain conclusions about the nature of the accounting function in a large

company and a model for the internal structure of accounting in a large
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:actory emerged. Furthermore, it is interesting to note that some companies

,ave created the formal arrangement suggested by the model without disas-

-rous results.27

Two major conclusions may be drawn from this study. ‘The first is
that in many respects the findings on the accounting department's functions
and internal structure were not particularly dramatic or striking, but they
do suggest some rather sharp departures from classic organization. The
recognition of the need for horizontal communications and the formalization
of this pattern into the organization structure is an example. The second
is that it would appear that the decision, with Eé'companiqn study of infor-
mation flows, has proved itself to be a practical means of organization
analysis.

A second example which illustrates the use of the_decision frame-
work as a direct instrument of research is a study on an organization called
the Economic Cooperation Administration (ECA). This study‘was also con-
ducted by Simon who at this time had a position in the agency. ECA was
;;l of 1948 to administer the Marshall Plan, a foréign aid

created in Ap

program. Some four months later, ECA was a going concern, complete with

organization chart.28 Simon's study is an attempt to analyze these first

td
few months of the organization's existence. In other words, he analyzes

how the program of the ECA, and the organization to implement that program,

A
emerged.

*
;

Within the first few months, before the ECA's final organization

structure took form, Simon has identified six important approaches to the
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organization. These six different approaches are: commodity-screening,
balance of trade, European cooperation, bilateral pledge, investment bank,
and policy-administration. In other words, the early administrative history
of the agency can be written in terms of the rise and fall of these
 approaches and of the administrative units within ECA with which they were
associated. What Simon has done is to analyze each of these six approaches
individually whereby he shows that from an analysis of the key decision
premises implied by each approach, one cou;d predict the main outlings of
the decision-making process in the agency, and from the decision-making
process, the important features of organization structure pending the adop-
tion of the approach in question.29 As an example, the following paragraph
briefly discusses two of the approaches to demonstrate Simon's analytical
framework.

The European cooperation approach views the ECA's program as a
means for bringiﬁé about a greater measure of international trade, economic
cooperé?;onfogpd ratiohalization of industry in Western Europe. Its organi-
zational implications.wére: (1) that the initiative for proéragming should
rest upon the European‘countries acting cooperatively;: (2)vthat our relations
with them under the program should be multilateral rather than bilateral,
and that these relationships should be channelled primarily through the
Paris rather than the Washingtoﬂ office of the ECA: and (Bi that area units
should be establishgd'which would specialize in the problems of the indi-
vidual countries.3o.

Another alternative was the bilateral pledge approach. Somewhat
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different from the idea that the central aim of the program was to foster
European cooperation was the idea that assistance should be conditioned on
bilateral pledges between the individual countries and the United States.
This decisional premise suggests several aspects of organizational structure
whlch conflict with those suggested by the previous approach. One such
implication, for example, is that because the negotiation of the pledges was
a high-level matter involving State Department leadership, bilateral agree-

ments create the necessity for direct negotiation between the State Department

and individual countries. From an organizational point of view this would
weaken the Paris office of ECA as the primary channel of contact which
directly contradicts the view set forth by the Eurcpean coopération approach

wherein the ECA's paris office would be the primary contact channel for

31
negotiating multilateral agreements.

In less than four months, during which it was already in operation,

However, itis important to

"

the agency attained virtually its final form.

note that durlng these first few months while each of the six approaches were

being cons1dered, the top administration circulated, in draft form, a memo-

randum entitled wpasic Principles of ECA organization."” This memorandum

emphasized the balance of trade approach and pointed to weaknesses in the
a

commodity screening and investment bark approaches. It also stressed the

need to fester multilateral rather thax bilateral approaches. As a result,

]

the organization unlts, such as the Fco>ds and Industry Division, which can

be eguated with some ldentlflable elenwnt in the commodity screening, invest-

ment bank, bilateral pledge, and policy—administration approaches withered
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away or became subordinate to those units which had arisen in conjunction

with the balance of trade and European cooperation approaches.32 In short,

the final structure of ECA took the form that was implied in these latter
two approaches and the organization units which can be equated with some
, identifiable elements in these two programs became the agency's power centers.
Therefore, it appears that once the top administrators developed a set of
guiding principles (in the memorandum) that provided some of the key deci-
sion premises on which the ECA's activity rested, the
resulting organizational structure was similar to that predicted By Simon
in his description of ﬁhe balance of trade and European cooperation approaches
because the decision premises in the memorandum parallelled the conceptions
of ECA's bProgram that were implied in these two approaches.

Two major conclusions can be drawn from this study. The first is
that this study provides empirical evidence that the relationship between
the decision-making process and an organization's structure (which Simon's
theory_hypo;hgsizes) does in fact exist. Two of the major find}ngs in this
study which proved this relationship to be the case were that the organiza-
tion structure took form only after the top administrators established
guiding principles foy action (i.e., the key decision premises) and that
these decision premises accurately forecasted the mold into which the organi-
zatibn was foreed Because they set dewn the guide &¥ framework f£o¥ decisich
and action -- the conditions of "workability". A second cénclusion which can
be drawn from this étudy concerns the utility of Simon's decisional scheme

as a research instrument
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e ... *» While the ECA as an organization grew and assumed a reasonably
coherent form without apparently ever having been planned, its form was
predictable. That is, while the form of ECA was not planned, Simon was able,
from an analysis of the key decision premises, to predict the main outlines
+of the detision-making process in the agency, and from this process the
important features of organization structure. 1In other words, this study

vividly illustrates how Simon's analytical scheme can be effectively used

in predicting or studying the structure of "growing" new organizations.
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'CHAPTER IV
SUMMARY AND CONCLUSION

In summary, this discussion has attembted to present evidence for
the relationship between research and Simon's theory. In'fact, it has
”attemptéd_to show that this link exists in two different ways.

Ore such link or relationship between the two is the hypothesis
testing type. The discussion cited evidence of empirical'research which has
been conducted since Simon's theory was first'published and which lends sys-
tematic empirical support to a number of his hypotheticalfpropositions that
deal with organiz;tional identification, communication, and human rationality.
Therefore, because certain of Simon's hypotheses havé since been tested by
empirical research, it becomes obvious that the hypothesis-testing type of
relationship does exist between his theory and research. It is important to
note, however, that the research examples in this vein haQe one major limi-
tation as far as the verification of Simon's theory goes. That is, they were

not carried out in an organizational setting but either were laboratory

PR
<

experiments on small groups or field studies on social groups. Therefore,
while tl.ec research may lend support to Simon's theory, it does not verify

his hypotheses completely. Nevertheless, the relationship between the two

)
(i.e., between theory and research) is evident.

The second type of relationship between the two is the direct
‘instrument type. The discussion cited evidence that Simon's decision
P ;

framework for analyiing organizaticn structure has in fact been used in empiri

cal research. 1In one case the dec:.sion framework was used to analyze the
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decision-making processes and organization structure of an ongoing organiza-
tion. As an analytical tool, it proved to be useful in helping to answer
questions on departmental reorganization. In the second example, the decision
framework was used as a research tool to analyze a "growing" new organization.
In this case it proved to be a useful tool in predicting organization struc-
ture. In other words, the study showed that once top administrators adopt
guiding principles (i.e., decision premises), it is possible to plan the
organization's structure systematically, rather than having to let it

develop its form in a gradual unplanned fashion. In comparison, these two
studies used the deéision framework as an analytical tooi in different types
of organization settings and to serve different ends. At the same time, they
demonstrate that the decision framework can be used as an analytical tool or
instrument in empirical research on administrative organizations.

Simon was one of the first social scientists to study organization
and administration in terms of the decision-making process. Therefore, in
coqq;usiqn,“it seems appropriate to mention some of the progress that has
been made over the past quarter century toward deepening our scientific
knowledge of decision-making. The following concluding paragraphs serve to
mention briefly sope of the recent advances which have been made in decision-
making theory.

One area in which progress has taken place is that of developing
new decision-mak?ﬁg tools go help management ﬁake decisions. Since World
war II there has'been a tremendous developmént in the normative theory of

decision-making that goes under the labels of "operations research" and
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"management science.” Through these activities, many classes of administrativ
decisions have been formalized, mathematics has been applied to determine

the characteristics of the "best"” or "good" decisions, and myxiads of arith-
metic calculations are carried out routinely in many business and governmental
organizations to reach the actual decisions from day to day. A number of
sophisticated mathematical tools, such as linear programming, and a number

of less complicated but highly useful tools, such as PERT, have been invented
or developed to this end.33 1n many ways the contributions of operations
research and management'science to decision-making theory have been very
pragmatic in flavor. The goal, after all, is to devise tools that will help
management make better decisions.

A second area of significant advance has been in applying the
experimental method td the investigation of decision-making. This has been
done by arranging for experiments on live real-world organizations. One such
example of a fieid experiment is the study done on the Prudential Life Insur-

ance Company by the Survey Research Center of the University of Michigan.34

<

. v

Also this has been done by bringing organizations or "organizationoid" systems
into the laboratory. The Systems Research Laboratory of the RAND Corporation,

for example, studied decision-making by simulating, under controlled condi-

35

tions, an entire air defense control center. A more thriving enterprise,

hewaver, has been laboratory experiméntation with relatively small groups.
A single example wi;I convey the flavor of such work. Cyert and March were

i

able to produce bias in th: estimates of members of a simulated organization

by creating partial confli:t of interest among them, but showed that under



- 25 -

36

ertain circumstances this bias did not affect organization performance.

new knowledge about organizational decision-making has been

n short,
btained from appropriately planned experiments.

In addition, there have been several substantive developments in

he theory of decision-making. The notion that a decision is like a conclu-

ion derived from a set of premises has been a useful metaphor for analyzing

he decision-making process. Recent studies have followed this metaphor of

imon's a step further by developing a theory to answer the question, What

\appens in an organization when there are conflicting premises pushing a

yarticular decision in different directions? 1In summary, these studies
:onclude that evoking and attention-getting mechanisms are also important
‘ox decision-—making.37 From every point of view, the new knowledge gained

ibout evoking and attention-directing processes is a major substantive advance °

n our understanding of organizational decision-making.
-1

Finally, advances have been made in explaining the structure of
1 dediéion; -One example is a study which recounted the steps taken by a
susiness firm to reach a decision about the installation of an electronic
Such studies have only been possible since tﬁe development of the

L “)WUTQ,R'
nodern digital, a power

:omputer.38

ful new tool which has provided both a language for

axpreasing theories of decision-making and an engine for calculating their

smpirical implications. '

IS

These, then, are some of he more prominent landmarks along the

road of developing the organizatio-al decision-making concept over the éast

twenty-five years since Simon firsc theorized on the utility of studying
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organization and administration in térms of the decision-making process.

On the normative side, the analytical tool of modern operations research

and management science have secured an important place in the practical work
of management. On the side of the pure science of admini;tration, there have
A“been equaily fruitful developments. The‘labofatory expefimental method can
now belused to study a wide range of decision-making behaviors that are rele-
vant to orgénizations. The introduction of such concepté as "evocation" and
"attention-directing” have been used to gain new understanding of the deci-
sion-making process in changing environments. Finally, in the modern digital
computer we have an analytical took for studying the struéture of decisions.
That is, we have a language for expressing our theories and a machine to
calculate their empirical implications.

In conclusion, it appears that the utility of éimon's theory does
not lie only in the fact that it has served research in tpe past by suggesting
hypotheses to be tested and by providing empirical studies with an analytical
tooi;—'Aléo;“his decision-making theory has some utility even.today in the
sense that it is a dynamic rather than a static concept b;cause theordsts,

methodologists, and empirical researchers seem to be continuously developing

and elaborating on $imon's original body of ideas.
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