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Decision Analysis by Analytical Modeling

On the basis of Deciding the Decision alternatives methods like Optimization
Techniques, Pay off Analysis, Decision Tree Analysis, a decision is made but these
decisions need to be analysed for conditions and assumptions considered in the decision
model. The model is analysed four ways-

a) What if Analysis

b) Sensitivity Analysis

c) Goal Seeking Analysis
d) Goal Achieving Analysis



a) What if Analysis-

* The model 1s built with some variables and relationships between variables.

e This analysis 1s based on what will happen if the new value of other variables
change.

* This model compute the outcome on the basis of new values.

* What if Analysis creates confidence in decision making model by painting a picture
of outcome under different conditions.

Ex: Inventory manger wants to know how the cost of holding inventory will be
affected 1f lead time 1s reduced by one week or increased by one week. Such type of
Analysis can be done for purchase price change, demand forecast variations etc.



b) Sensitivity Analysis-

* In what if analysis we test the effect on solution by changing the value of number of
variables simultaneously or changing the relations between them.

* In sensitivity analysis, a special case of what if analysis, only one variable 1s
changed and rest are kept unchanged.

* In the problem of inventory, sensitivity analysis can be used to assess the cost of
holding inventory, if cost of item increases by 20 per cent .

* In sensitivity analysis, We are testing how sensitive is the cost of holding inventory to
the change 1n cost of item.

* Hence Sensitivity analysis helps to understand the significance of variable in decision-
making and improves the quality of decision-making.



¢) Goal Seeking Analysis-

»In goal seeking analysis, you do not fix the goal but you try to achieve a goal of an
optimum value arrived at after satisfying all the constraints operating in the problem.

» In optimisation analysis, you come to know which are critical constraints and which
are limiting the value of goal.

» The decision maker can use this analysis to work on constraints and resources and
find ways to improve upon solution to seek highest goal.

d) Goal Achieving Analysis-

* In goal seeking analysis, you analyse the problem in exactly reverse way as that of what if
analysis or sensitivity analysis. In goal seeking analysis, goal is fixed and you go down to
analyse the variables and values, which would help to seek that goal. We work backward
from the goal.

EX: In the inventory problem you would fix a goal of achieving the cost of holding inventory
of an item at the level of Rs. 10,00,000. Goal seeking analysis will help you to arrive at
values of parameters to attain the inventory level of Rs. 10,00,000.
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MIS and Decision Making

* MIS should be designed in a way that it can help in various decision situations in the
organization

® Designer has to design the system in such a way that the problem is identified in precise terms.

® Designer should design MIS in a way that it should use the models to generate the alternatives
and help to find the best alternatives among the alternatives.

* MIS design should use the Programmed and non programmed decision making concepts
* MIS design should use the closed and open system concepts accordingly.

* Many decision situations calls for optimization and OR model, MIS design must use these
concepts in design.

* Some of the problems call for competitive analysis, such as a payoff analysis, In these
problems , MIS can provide the analysis based on the gains, the regrets and the utility.

* The relevance of the decision making concepts is significant in MIS Design.

* The significance arises out of the complexity of decision making , the human factor in decision
making, the organizational and behavior aspects and the uncertain environment, The MIS
addressing these significant factors turn out to be the BEST DESIGN.






