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Definitions

decision
“a choice that you make about 
something after thinking about it: the 
result of deciding.”
http://www.merriam-
webster.com/dictionary/decision

A commitment to a single course of 
action. 
Often, the commitment is an 
expenditure, or allocation of 
resources.



Definitions

decision
“a choice that you make about 
something after thinking about it: 
the result of deciding.”
http://www.merriam-
webster.com/dictionary/decision

decision-making
“the thought process of selecting a 
logical choice from the available 
options.”
http://www.businessdictionary.com
/definition/decision-making.html



Definitions

criterion (pl. criteria)
A quality or attribute of an 
alternative that is related to its 
desirability.
A characteristic of a thing, by which 
it can be judged or estimated. 
A standard, by which something is 
judged or estimated.

alternative
A potential course of action.
This may be an item to be 
purchased, a group of items 
purchased, or a policy or 
management action.



3 Key Elements in the Process
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Consider different consequences
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3 Key Elements in the Process

Know your purpose
Have $1,000,000 in accessible assets before retirement
Understand your biases
Legal considerations, ethical considerations, etc.
Consider different consequences
Keeping our car for a few extra years
Not purchasing a new iPhone
Taking a vacation every other year



Point of View Strengths Weaknesses When to Use it

1
Decision 
Analysis

Decisions should be made 
systematically, even in the 
face of uncertainty. Decision 
trees provide a framework, 
and Bayesian statistics 
provide rules for revising 
probability assessments.

Consistent, 
rational, 
teachable

Doesn’t always 
account for 
limits of time, 
data, and 
human 
cognitive 
abilities

To make big decisions with 
long investment horizons 
and reliable data-in oil and 
gas and pharma; whether to 
go to grad school. Also in 
negotiations and group 
decisions

2
Heuristics 
and Biases

When people make 
decisions under uncertain 
conditions, they rely on rules 
of thumb, or heuristics, that 
sometimes yield reasonable 
judgments but sometimes 
cause big errors.

Based on 
observed 
human 
behavior

Not always 
clear how to 
apply to actual 
decision making

To design better institutions, 
warn ourselves away from 
dumb mistakes, and better 
understand the priorities of 
others

3
Going with 
your Gut

The heuristics that people 
use to make decisions are 
often very effective.

Simple, without 
extraneous 
information

Can be hard to 
know in 
advance 
whether a 
heuristic will 
work

In predictable situations with 
opportunities for learning-
firefighting, flying, sports. 
Also in highly uncertain 
situations where you can’t 
necessarily rely on data

Fox, 2015



Definitions

problem
““a perceived gap between the 
existing state and a desired state, or 
a deviation from a norm, standard, 
or status quo.”
http://www.businessdictionary.com/definition/problem.html



Examples of a “Problem”

You are gaining weight because you eat badly and do not exercise enough
The exercise method you have chosen does not work well for you



Definitions

problem
““a perceived gap between the 
existing state and a desired state, or 
a deviation from a norm, standard, 
or status quo.”
http://www.businessdictionary.com/definition/problem.html

problem solving
“the process of working through 
details of a problem to reach a 
solution.”
http://www.businessdictionary.com/definition/problem-
solving.html


