ISSN 1562-7241 NEWS OF PHARMACY 4(80)2014

53

OPrAHI3ALIA TA EKOHOMIKA ®APMALLI

Recommended by Doctor of Pharmacy, professor A.A.Kotvitska

UDC 338.24:005.34:615.1

MANAGEMENT DECISION AS A COMPONENT
OF EFFECTIVE ORGANIZATION MANAGEMENT

V.V.Malyi
National University of Pharmacy

Key words: management decision;, models of management decision; methods, management;
pharmaceutical management

The article is devoted to substantiation of the theoretical aspects of management decision, its modern
methods and adaptation of classical theories to pharmaceutical management. The efficiency of enterprises
depends on the level of the enterprise management organization and decision-making efficiency. Most
management decisions are made under uncertainty, which causes risk in the organizations activity.
Each problem of decision-making is different. Some initial situation, alternative solutions, implications
of different options are common to all the problems. With these components any problem decision
can be described. The requirements for effective management decisions have been analyzed. The
algorithm for management decision making when applying different types of management at the

enterprise.

The current state of the market economy requires
adequate types of management to these processes at all
levels and sectors of the economy. This problem is of par-
ticular importance at the level of pharmaceutical com-
panies because the market orientation of the pharma-
ceutical sector increasingly requires the ability to see
perspectives and make strategic management decisions
by managers for the effective performance of both com-
mercial and social functions.

Providing market stability and success of pharma-
ceutical functioning in a competitive environment depends
on effective management. The changes occurred in the
economy and politics of Ukraine revealed a number of
controversial and topical issues that are of theoretical
and applied nature and are essential for the sustainable
functioning and development of the pharmaceutical sector
of the economy. Therefore, the process of conceptual
and practically significant developments of management
decisions making problems considering risk factors and
uncertainties of the environment and healthcare reforms,
including the pharmaceutical area, is of special impor-
tance.

A significant contribution to the development of the
conceptual foundations of the decision making theory
was made by such domestic and foreign authors as V.P.Ha-
lushko, E.P.Golubkov, I.B.Oleksiv, S.M.Zadorozhna, M.V.Tu-
lenkov, H.Rayfa, G.Simon, E.Hunt, G.Hale, etc. To study
management decisions is impossible without the theo-
retical background and practical experience in manage-
ment. The studies of R.Ackoff, I. Ansoff, W.Morris, I.Par-
sons, T.Peters were devoted to the theory and practice
of management aspects.

The works of such leading Ukrainian scientists as
Z.M.Mnushko, A.S.Nemchenko, M.S.Ponomarenko, V.M. To-
lochko, V.A.Zagory, D.S.Volokh, B.L.Parnovsky, O.L.Grom
et al., are devoted to problems in the theory of pharma-
ceutical needs adequate management practices and rea-
lities of the national pharmaceutical market.

However, the task of improving the efficiency of the
development process and decision-making requires a sy-
stematic approach to the study of the nature, specific
characteristics and procedural organization.

The aim of the study is development and updating
of theoretical ideas about the nature and procedural
organization of management decisions and substantia-
tion of the efficiency improvement of enterprises in the
pharmaceutical industry.

Materials and Methods

The methodological and theoretical framework for
the study was the papers of domestic and foreign schol-
ars and experts in the field of management.

While carrying out the research such general scien-
tific methods as systematic, and comprehensive situation-
al approaches, as well as the general theory of manage-
ment were used.

Today’s unpredictable environmental factors signi-
ficantly affect the operation of business. In these circum-
stances compliance with the requirements of the enter-
prise’s manageability is one of the most important crite-
ria for evaluating the effectiveness of its activities. Thus,
the more the environmental effect is, the more attention
managers at all levels of government must pay to the
study of the processes occurring in the environment of
the organization. The primary means of the enterprise
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Approaches: mainly centralized MD.
Factor: the need for control over implementation of MD.

i

Approaches: centralized and decentralized.

Factors: top management has considerable power, which is verifiable
by lower managers; lower managers have the authority to review,
analyze, critics of the recommended options of MD. MD making is done
by consensus with previous thorough consultation.

managers.

Different approaches, but recently there has been a trend towards

centralization.
France i> Factor: Senior Managers are graduates of prestigious higher schools

that do not have adequate confidence in the management of middle

Preferably centralization, autocracy, hierarchy.

Factors: specific legal system (Codetermination) requires discussion

|::> of MD options by workers and their managers; managers pay more
attention to performance, quality of products and services than to the

management of subordinates; the managerial education

is predominantly technically oriented.

United

Kingdom

Preferably decentralization.

Factors: top managers (upper-level) do not understand the
technical details of business and convey the right to make MD
to the lower level; and senior managers (top-fevel) also depend
on the mid-level manager in direct MD making.

Decentralization and participation.
Scandinavia i> Factors: the legal system is similar to the German one
(Codetermination); the main concern of managers is the quality

of of work life; importance of individuality in the organization.

civil law.

Using traditional and proven means of MD making.

[:> Factors: respect for the history and traditions of the country;
y the global role of the Roman law, which is the basis of modern

Slow and sensible MD making.

Factors: time is not valued as expensive as in the West because
{ Egypt ]i> history is considered to be important according to the Egyptian
proverb: “All fears time, but time fears the pyramids”;
the process of life is valued more than the business results.

adaptation to uncertain and rapidly changing environ-
mental conditions is an effective management system
with the appropriate set of methods, tools, styles, pro-
viding formation and implementation of the optimal va-
riant of the entity [1, 3]. According to experts in the field
of management today’s leaders (regardless of their hierar-
chy) are under pressure of such environmental factors
as increased competition; limited time, increase of the
information flow, error rates and the level of uncertain-
ty of market dynamics changing market needs and ex-
pectations, falling demand and its solvency, the comple-
xity of the structure of business and its operating envi-
ronment in general [2, 7, §]. Diversity of styles and ma-
nagement practices, variability of personal characteris-
tics of the head, as well as a direct impact on his/her du-
ties are the core of factors of the internal environment
of the organization. Combination of external and inter-
nal factors creates a cumulative effect on the head of
any rank in making his/her managerial decisions (MD).
The study of the works of the leading experts in mana-
gement, economics, sociology, psychology and other re-
search areas that influenced on the formation of the mo-
dern model of MD is of a great importance for under-
standing the nature and characteristics of MD making
in organizations, including those of the pharmaceutical
branch [4-6, 10] (Table).

Fig. 1. Foreign practice of MD making.

It is also important to pay attention to peculiarities
of making MD in terms of individual national cultures.
International experience suggests that there are diffe-
rent approaches in the process of MD making. Thus,
management organization in Western European compa-
nies compared with the American ones has its specific
features due to historical conditions of the theory and
practice of management in these countries. Leading Ame-
rican companies had in its basis the trust structure, and
branches of large firms were not endowed with self-suf-
ficiency, especially in dealing with strategic issues. At
the same time the majority of large European compa-
nies were focused on decentralization of management,
and their subsidiaries had financial and legal indepen-
dence. But, both in Europe and the United States, small
and medium enterprises play a very important role in
the economy. This caused some features of their ma-
nagement (Fig. 1).

Based on the national and international experience,
as well as the experience of operating businesses in the
pharmacy branch we have concluded that the new eco-
nomic relations, forms of organization and management
methods cannot be implemented directively. Therefore,
a necessary condition for formation and stable functio-
ning of the pharmaceutical market is review of the style
and methods of business management, and above all,



ISSN 1562-7241

NEWS OF PHARMACY 4(80)2014 55

Table

Basic classical models of management decision making

MODELS OF G. SIMON

The concept
of Bounded
Rationality

Process of MD making is represented by three stages:

1. Search of the reasons for the need to make MD

2. Modelling of possible situations and analysis of activities
3.The choice of a particular course of activity

The model of
“economic
man”

The behaviour of an “economic man” provides the best selection of possible courses of action for making MD. It is
assumed that an “economic man” knows all the choices and is able to foresee all the possible consequences of each
alternative MD in advance and use practice (P), logic (L), intuition (1)

L P L
P/\ P L

| | | |
Balanced style

=] L

Logic style Pragmatic style Intuition style

MODEL OF J. MARCH

Garbage Can
Model

Management decision making in organizations and development of the concept of bounded rationality

Three types of constraints that are inherent to managers and affect the MD are identified: cognitive; political;
organization. According to him the process of MD has four features:

1. Conflict quasi-resolution (special measures of quasi-resolution of conflicts that weaken, reduce them and make
it possible to coexist with them. Such measures include mechanisms of “local rationality”, “acceptable level

of decisions” and “consistent achievement of objectives”)

2. Avoiding uncertainty. (Reducing the impact of uncertain factors of the environment by signing exclusive
contracts with partners and customers, cooperation with authorities, negotiation, gathering marketing
information)

3. Problem search (“localization” of searching the options around some well-known solution used in the past.
Innovative, radical solutions are usually ignored in order not to make changes and violate the “established order
of things”)

4. Organisational learning (any MD making is a learning process. Acting by trial and error, people learn, knowing
from their own experience which MD is permissible or effective and which is not, what under the present
circumstances is permitted and what is forbidden, etc. The knowledge gained adapts in future to new situations
and objectives of activity)

MODELS OF CH. LINDBLOM

Synoptic
approach

Deductive scheme of adoption of MD, which provides:..

determination of all the factors that affect the adoption of MD; their ranking in order of priority;
determination of information and measures to compare each alternative with any other;

obtaining complete information about all the factors in order to determine the best alternative by “logical
deductive calculations”

Strategy
of local
increases

Decision-making is aimed to have slight changes being made in small increments (“small change of important
value”). Characteristics of the strategy: limitation (problem simplification, consideration of a limited number of
alternatives and a limited number of their consequences), orientation to the means (adaptation of purposes to
means), reconstruction (MD making is accompanied by continuous changes (“reconstructions”) of factors affecting
the outcome of the choice), seriation (MD making is a series of attacks on persistent problems for their detection
and solving), practicality (small improvements according to the principle “here and now” in practice are better
than a planned move to distant targets), fragmentation (different participants in the MD making process at
different times may make different estimates about the same problems)

MODEL OF V.VROOM

Management
decisions by a
leader

According to him there are five styles of MD:

A1 + A2 - autocratic style, self acceptance of MD;

C1 + C2 - consultative style, MD is taken independently, they only reflect the opinion of subordinates.

G2 - group style, MD is made during the joint discussion without the administrative influence over the Group;
(G1 - corresponds to the extreme case where there is only one subordinate)

The normative
model of MD

It provides determination of criteria for assessing the problem situation, which include:

- significance of the MD quality and availability of sufficient information or experience of the head for making
a high-quality MD;

degree of structuring of the problem;

significance of the consent of subordinates with the MD accepted for its effective implementation;

- probability that the autocratic decision of the head will be supported by subordinates;

+ motivation of subordinates to achieve organizational goals that are pursued in solving this problem;

- likelihood of conflicts between subordinates in making MD

MODEL OF M. CROZIER

Conflict-game
model

It specifies that the organization is a collection of interacting “power” games or the so-called ensemble of games.
Game is a certain type of relations that arise in any organization. The “players” are heads and subordinates,
managers and workers, divisions and groups. The game rules are not formally established, and gradually formed
through evolution by analyzing the behaviour of players in similar situations
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METHODS OF MANAGEMENT DECISIONS

METHODS OF PROBLEMS
DIAGNOSIS

—

— Methods comparison
— Factor Analysis

— Methods of modeling
— Methods of forecasting

—

METHODS OF ALTERNATIVES GENERATIONS

U

U

Methods of combining alternatives:
— A scenario
— The morphological method
— “Decision Tree”
— Analytic hierarchy process

Methods for activation of thinking:

— The method of “brainstorming”
— Delphi method

— Heuristic methods

— Group methods

B

METHOD AND CHOICE OF ALTERNATIVES

U

Criteria methods:
— Single-criteria;
— Multi-criteria;

U

The method of peer reviews

METHODS OF IMPLEMENTING DECISIONS

U

U U

‘ Planning Methods ‘ ‘ Methods of control ‘ ‘ Methods of organization ‘

through the practical implementation of scientifically based

methods of decision-making (Fig. 2).

However, it seems clear that the choice of MD me-
thod is defined both by objective factors and the specific
subject of application, which can be managers of the cer-
tain management level. But usually they (methods of MD)
must be accurate, reliable, motivated, determined both in
time, methods, and in choosing the executive, they should
minimize the uncertainty of the external and internal en-
vironment, and thus, reduce or completely avoid the risk in
MD making [12-16]. An important component of effec-
tive management of the organization is the quality of MD.

The main conditions to ensure high quality and ef-
ficiency of implementation of MD at pharmaceutical com-
panies include:

» application of scientific approaches to MD develop-
ment;

* the study of the effect of socio-economic laws on
the effectiveness of MD;

» providing a manager with a qualitative information
that characterizes the parameters of “input”, “out-
put”, “environment” and “process” in the system of
management decision implementation;

* automation of continuous data collection and pro-
cessing in the process of MD implementation;

» application of the methods of functional — cost ana-
lysis, forecasting, modeling and economic feasibi-
lity of implementation of each decision;

*  structuring of the problem and building a “tree” of goals;

» providing comparability of alternatives of MD and
their multiple variants;

» compliance with legal validity of MD;

* development and functioning of the system for re-
sponsibility and motivation of qualitative and effec-
tive implementation of this decision;

Fig. 2. Classification of the main methods of MD making.

* aclear mechanism for implementing solutions based
on the performance discipline.

The most important aspect of organizational deve-
lopment and implementation of MD is organization of
the sequence of work required to complete this process.
We believe that for practical implementation of this pro-
cess the type of management that managers of different
levels of management use in the company regardless of
the industry sector, legal status and ownership may be
of special importance. Within the framework of the re-
search conducted we detailed the possible algorithms for
developing and making MD in certain types of manage-
ment, which are now commonly used in organizations
of the pharmaceutical branch (Fig. 3).

Thus, MD making in traditional management is based
on the study of the past experience in solving similar
problems in a particular organization, and predicting the
effects of their analogy. These features have their im-
pact on the MD algorithm comprising the steps related
to identification of the similar problems and prediction
of results similar to the results already obtained.

The principal difference of the algorithm of MD ma-
king in systemic management is implementation of stages
of gathering information about the system and relations
of its elements, determination of objectives for mana-
gement of the element in solving the problem at the system
level, generation of the list of possible control actions
in relation to the system — the source of the problem,
and prediction of the consequences of these impacts for
the system level.

The situational approach focuses on the fact that
suitability of different management practices is deter-
mined by the situation, therefore, the decision-making
algorithm includes the stages of collecting and analyzing
information concerning the situation, detremination of
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MAKING THE ALGORITHM OF MANAGERIAL DECISIONS FOR A PHARMACEUTICAL
ENTERPRISE

‘ TYPES OF MANAGEMENT

Traditional
management

System
Management

Situational
management

Social
Management

Stabilization
management

1. Defining the problem ‘

2. Collection of information ‘

3. Information processing

4. Diagnosing the problem

5. Determination of management objectives in solving problems

6. Development of criteria of MD efficiency

7. Identification of
the problem

7. Generation of the list of possible
control actions in relation to the
system — the source of the problem

7. Prediction of the
consequences of each
control actions

7. The study of changes
of parameters of the
object

8. The study of the

8. Estimated time to

effects used in
solving similar
problems

consequences of
these impacts for
the system

methods and their | |8. Prediction of the|| 8. Prediction of the | |8. Impact assessment

consequences of
these impacts for
the situation

perform management
operations

9. Development
optimality criterion
for the MD taken

9. Distribution oftime on

operations of preparation,

9. Prediction by
analogy with the

effects observed decision options

9. Assessment and verification of

making and execution

10.Assessmentand ofMD

verificationofdecision

previously

10. Assessment
and verification of
decision options

11

implementation

options 10. Generation of
compensating effects
and forecast of

consequences of their

11. The choice of

12 the best MD

MD making, its presentation,
making available to performers,
execution and control of

application

11. The choice of the
best MD according to the
criteria adopted for
optimality

Fig. 3. The algorithm of MD depending on the type of organization management.

objectives for management of the situation when solving
the problem and prediction of the consequences of con-
trol actions for the situation.

In social management when making MD special at-
tention is paid to consideration of permissible and im-
permissible implications of options of control actions ac-
cording to various parameters. It should be emphasized
that social and stabilization types of management have
the longest chain of the manager’s operations concern-
ing MD. It can be explained, firstly, by the social ori-
entation of the subjects of the pharmaceutical industry
(manufacturers, wholesale management, retail sector),
and secondly, the current instability and uncertainty of
environmental factors, increased competition at the phar-
maceutical market with simultaneous reduction of con-
sumer demand for pharmaceutical products and solvency.

For specific tasks using a particular type of manage-
ment the algorithms may vary according to the specifi-
city of a particular task.

CONCLUSIONS

The effectiveness of enterprises in a competitive en-
vironment depends on the level of the enterprise mana-

gement efficiency and decision-making. The vast ma-
jority of administrative decisions have been taken under
conditions of uncertainty, which causes risk of organi-
zations. Uncertainty in decision-making is understood
as availability of several possible outcomes and alterna-
tives, and arises because of the influence of uncertain
factors, including factors of personal uncertainty, and
uncertainties of the environment, including natural and
behavioral uncertainty.

Each problem of decision-making is different. Some
initial situation, alternative solutions, implications of dif-
ferent options are common to all the problems. With these
components any problem decision can be described. Ta-
king all these into account the algorithm in the manage-
rial decision has been developed. MD is quite complex
and cannot always take place in accordance with the
stages mentioned above. Some procedures, stages may
be absent or occur in parallel, and sometimes they need
to be repeated. The quality of the decision making pro-
cess is directly dependent on the completeness of all
factors that significantly affect the consequences of the
decision.
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YNPABNIHCBKE PILLEHHA AK CKINTAQOBA EQEKTUBHOIO MEHEMKMEHTY OPIAHI3ALJI
B.B.Manuti

Knroyoei crioea: ynpaesiHCbKe pilueHHS; MOOesTi yrpasriHCbKO20 PilleHHSs; Memoou;
MeHeOXMeHM, chapmauesmuyHUl MeHeOXMeHM

Cmamms npucesiyeHa obrpyHmysaHHO meopemuYyHUX acreKkmig yrnpaeniHCbKo20 pilueHHSs, U020 cy-
YacHux memodie ma alBanmauii Kracu4yHUx meopit 0o chapmayesmuyHo20 MeHedxmeHmy. Ecbekmue-
Hicmb OisiibHOCMI NidrpueMcme 3anexume 6i0 pieHs1 opaaHisay,i yripasrniHHs nidnpuemMcmeomM ma orie-
pamuesHocmi nputHAMMSs yrpaerniHCbKUX piteHb. binbwicmb yrnpaeniHCbKUX pitueHb rnpuliMaemscs
8 yMO8ax He8U3Ha4YeHOCMI, sika CIIy)KUmb MPUYUHOK PU3UKY 8 OisiibHocmi opaaHrisauit. KoxHa rnpo-
briema npuliHAMMS pilueHHs Mae ceoi ocobrugocmi. 3azanbHuUM Or1s1 8Cix npobrem € rneeHa suxioHa
cumyauis, arbmepHamueHi apiaHmu PilueHHs], NesHi HaclioOKu Pi3HUX 8apiaHmis. 3a O0NoMOo20k0 Yyux
KOMIMOHEHMI8 MOXHa oxapakmepusysamu 6yOb-sKy rnpobriemy rnpulHamms pilueHHs. [poaHarizoeaHi
sumoau 0o npuliHAMMSs eheKmuU8HO20 yrpaeniHCbKo2o pilieHHs. Po3pobrieHo anzopumm nputiHImM-
ms1 yrpaeriHCbKO20 PILUEHHS MpU 3acmocy8aHHi Ha ridrnpuemMcmei pidHux eudie MeHedKMeHMY.

YNPABNEHYECKOE PELUEHUE KAK COCTABNAIOLWAA 3PPEKTUBHOINO MEHEO)XXKMEHTA
B.B.Manbit

Knroyeenble cioea: yrpasneH4eckoe peweHue; Mooesu yrnpasneH4ecko20 peweHusi; Memoobl;
MeHeOXMeHM, hapmMayesmuyecKull MEHEOXKMEHM

Cmambs nocssiujeHa 060CHO8aHUK MeopemuYecKUx acrekmos yrnpasneH4ecKko20 peweHusi, e2o
cospeMeHHbIX Memodos u adanmauuu Krnaccudeckux meopud K hapMayesmu4eckoMy MeHeoXMeH-
my. 3gbghekmusHocmb dessmernibHOCmMuU npednpusmull 3agucum om ypo8HsI opeaHu3ayuu yrnpas-
NieHus1 npednpusmuemM U ornepamusHOCMU MPUHSIMUS yrpasneHYecKkux peweHul. bonbwuHcmeo
yrpaesneH4YecKux peweHul npuHUMaemcsi 8 ycrio8usix HeornpedesneHHoCmu, Komopasi C/yXum rnpu-
YuHoU pucka 8 dessimesibHOCMuU opeaHu3ayul. Kaxxdas npobnema rnpuHImusi peweHusi umeem ceou
ocobeHHocmu. Obwum dns ecex npobrem sersgomces onpedesieHHas UcXo0Has cumyayusi, arbmep-
HamuegHble 8apuaHmMbl peweHus, orpedereHHbIe Nociedcmaus pasuyHbix eapuaHmos. C rnoMouwibto
3MUX KOMIOHEHMO8 MOXHO oxapakmepu3oeams it0byto npobremy npuHsmusi peweHust. lpoaHanu3u-
posaHbl mpebosaHUsi K MPUHSIMUIO 3¢bheEKMUBHOZ0 YpasrieHYecko20 peweHus. PaspabomaH asn-
20pUMM MPUHSMUSI YrpasineHYecKko20 PeweHus rnpu npuMeHeHUU Ha npednpusmuu pasuyHbIX eu-
008 MEHEDXKMEHMA.



