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Abstract 
This paper presents the results of a study of strategic decision making of chief 
executives of major Hungarian companies and the prospects of use of Decision 
Support Systems. It also considers the implications of the findings for designing 
DSS for such decisions, especially in the context of Hungary. 
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1 INTRODUCfiON 

Hungarian enterprises, in order to establish their means for long term survival, have 
to rely on their own resources and adjust to local conditions. The transition of the 
Hungarian enterprise sector has been basically completed, the behaviour of 
enterprises shows the characteristics of a market economy. Obviously, this does not 
mean that still there will not be very important changes, but the characteristics and 
operation of the Hungarian economy cannot be explained by referring to the 
transition any more (Chikan, 1998). 

The performance of the now predominantly market-oriented enterprise sphere has 
significantly improved. However the speed of performance improvement is still 
lower than that of the most developed countries, so our handicap is increasing. 
Macro economic stability experienced in the last two years has been ochieved at the 
expense of hardeJ' operating conditions of companies. On the other hand, the 
Hungarian way of privatisation has had a rather strong positive effect. The structure 
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of the Hungarian economy has fundamentally changed in the last few years, 
according to the needs of transformation to a marlc:et economy. 

Today already rather large differences can be observed between companies arxl 
between executives and managers regarding managerial skills and professional 
competence (Zoltay Paprika. 1997). These differences will be key factors in 
differentiating between companies. On the other hand, in the context of strategic 
decision making a striking discrepancy can be observed between principles arxl 
applied practices. Although the various methods and tools for strategic decision 
making are increasingly spreading in the Hungarian business community, they are 
used many times in an imprecise and unprofessional manner. DSS have no strong 
tradition in the management practice in Hungary. That is why this paper intends to 
identify the opportunities and challenges that DSS designers and users may meet in 
Hungary. 

The focus is on issues related to designing and implementing DSS. The paper 
presents the results of a study of strategic decision making of chief executives of 
major Hungarian companies based onl50 concrete cases of such decisions. Section 
2 describes those characteristics of the strategic decision making processes which 
have to be taken into consideration when someone designing or implementing 
DSS, that is the impact of how the problem did arise, content of a problem, 
different roles played by the decision maker in the process, the willingness to use 
soft and hard methods, different decision making styles and the time frame of the 
whole process. Section 3 will identify the different decision making patterns arxl 
their DSS requirements and presents the prospects for executive decision support, 
while Section 4 gives the conclusions. 

2 STRATEGIC DECISION MAKING -AN OPPORTUNITY TO USE 
DSS 

2.1 How problems arise 

Decision making is a part of the problem solving process. This process starts with 
the identification of a problem within the company. Kindler (1991) describes four 
mechanisms: forcing evidence, use of alarm systems, impulse from outside, and 
research (Kindler, 1991). 

Forcing evidence occurs when reality forces us to identify problems. In other 
words, some kind of emergency situation arises. Another way of identifying 
problems is to perceive certain signs, share our experiences with others in the 
organisation and, thus, providing alarm signs to the decision makers. The third 
mechanism is to perceive alarm signs from outside the organisation. The fourth 
mechanism is research. In this case, the principle is that nothing is perfect. 
Problem-searching/seeking groups/departments can be found in many companies. 
Their task is to fmd problems in a preventive manner. 
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Figure 1 How problems arise 
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Of course, the importance of the different ways of identifying problems affects 
the prospects of decision support. In the most promising case there is time arxl 
energy to deal with problems in a proactive manner. The case of in-house alarm 
signs is promising as well, because the company can deal with the problem arxl 
apply a DSS in a relatively calm atmosphere. On the other hand, emergency 
situations and alarm signs are hard to conceal and they can result in confusion 
which creates an unfriendly atmosphere for any DSS application. 

One of the first questions we asked of the chief executives was the proportions 
of the different ways of identifying problems in their experience. The answers 
suggest a very favourable situation. Since real danger has resulted from the 
emergency situations and the alarm signs from outside, we can say that the analysed 
Hungarian companies operated under relatively calm circumstances, which - at least 
in theory - is favourable for using DSS. 

2.2 Types of decisions 

The types of decisions that chief executives are facing, at least within the 
Hungarian micro sphere, is also of interest as they can indicate what kinds of 
situations a DSS will need to handle. Hence, we asked our interviewees to puvide 
three examples of decisions that they have been fa:ed with during the last three 
years. 150 cases of such decisions of a varied range were provided. In order to 
categorise them, we used the Bradf<rd studies' taxonomy (Hickson et al., 1986). 
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Naturally, in our study, decisions about privatisation fonn an additional category as 
privatisation is an important concern in Hungary. 

Table 1 Examples of the different types of decisions 

Types of decisions Frequency Example 

Service/Product 30 Developing customer -oriented services, 
development Launching insurance 

Investment 25 Developing IT systems, Buying technology 

Reorganisation 20 Building a network, Liquidating a subsidiary 

Marketing 17 Choosing between market regions, Launching 
a price catalogue 

Production 10 Introducing TQM, Modernising the supply 
parlc 

Privatisation 8 Privatisation-related decisions, Buying a 
company 

HRM 8 Reshaping the management structure 

Fund raising 7 Decision about asking for credit, Acquisition 

Other 5 Making a strategic plan, Creating the 
company's own pension fund 

New plants 4 Gas stations, warehouses 

As can be seen in Table 1, 47 out of the 150 cases were related to output issues 
(Hickson et al., 1986), e.g. decisions about products, services, marketing. And if 
we take the 10 decisions related to production into consideration, then the number 
of output-related decisions is 57. 33 decisions were related to running of the 
organisation, to technology, human resource management (HRM) issues, control. 
32 decisions were connected to the structure of the organisation, reorganisation, 
reshaping, settlements. The number of input-related decisions was 7. 

We do not wish to suggest that the management typically deals with the 
aforementioned problems in the same proportion. Instead, we try to explain why 
these decisions have the proportion mentioned above. In our opinion, these issues 
were so important that they were made at the strategic level of the company. The 
high proportion of output-related decisions is remarkable. Investment decisions are 
regarded to be strategic because of their fmancial consequences. Decisions related to 
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reorganisation are strategically important as well, so chief executives do not 
delegate them. 

Our results seem to agree with the observations of March, Olsen and Mintzberg 
that strategic decisions are, on the main, positive (March, 1976). Only seven 
negative decisions (i.e., decisions that support the status quo or lead to negative 
actions like reshaping the management structure in Table I) were identified in our 
sample. Hence, in terms of implications for DSS design and development, DSS 
that can support strategic decision making will need to support positive decisions 
(e.g., deal with issues which address change) and, when they provide support for 
negative decisions, they should provide for the greater need for their justification. 

2.3 Decision roles and activity 

Organisational roles and one's position within the hierarchy of 
responsibility/authority define the range of decisions a decision maker can make 
(Humphreys and Berkeley, 1986). Van and Vecsenyi (1989) described these roles as: 
decision maker, suggestion maker/decision preparer, expert, doer, problem owner, 
problem solver. They suggest that decision makers choose from the different 
alternatives of implementation and they control the needed resources as well. 
Suggestion makers/decision preparers are responsible for giving a solution or 
alternative solutions for the decision makers. They cannot choose, approve or take 
part in the implementation. Experts are expected to answer certain sub-questions, to 
provide special information. Doers implement the accepted solution. Problem
owners are not satisfied with the situation, they want a change. Problem-solvers 
take part in the preparation of the solutions. In special cases, consultants are 
involved in the DSS and, therefore, two additional roles can be identified: the client 
and the consultant as contractor. 

In studying the possibilities of the successful decision support, special attention 
shall be paid to the problem-owners and/or decision makers. We asked the chief 
executives about the level of their activity in the previously analysed decision 
making processes and about the decision roles they had. Studying the accumulation 
of roles serves two purposes: it reflects the intensity of the need for DSS for the 
different roles and may give some idea of which roles are worth supporting. 
According to them, the most frequently encountered combinations of roles are: 
decision maker - problem owner - employer; suggestion maker - expert; consultant 
- suggestion maker. 

In our study, we investigated the roles of our subject. In our analysis, we used 
the term problem owners as we wanted to stress the active feature of that role. 
Following Humphreys and Berkeley (1986), the next level in the decision making 
hierarchy is composed of the decision preparers, analysts and experts. Van arxl 
Vecsenyi identified the decision preparers and the experts but did not consider the 
analysts as a separate category. We did this because our previous experiences 
showed that the role of the analyst was important in the Hungarian companies. We, 
also, used the name implementers instead of doers. 
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Table 2 The activity level of the chief executives (%) 

Role~ decision problem decision imple-
Type of decision moker raiser preparer analyst expert menters 

Investment 44 40 60 36 44 36 

Reorganisation 70 60 45 30 30 35 

Privatisation 25 12 50 62 62 37 

Fund raising 100 29 57 0 29 43 

Marketing 76 30 35 23 18 29 

Development of 57 33 53 17 37 47 
product/service 

Production 60 40 60 10 40 40 

New plants 50 75 50 0 50 25 

HRM 75 25 37 12 25 25 

Other 40 40 80 0 0 0 

Average 60 38 51 23 34 36 

Our categories (decision maker - problem raiser - decision preparer - analyst -
expert • implementer) create a decision making hierarchy in which the roles of the 
decision maker and problem raiser are the strategic ones, the roles of the decision 
preparer expert are considered to be at the expert level, while the role of the 
implementers is the operative level. Studying the rows and/or columns of Table 2 
we can find interesting connections. The cells show the proportion of the chief 
executives as players of the given role. Average dala show the intensity of playing 
different roles in the different types of decisions all together. 

Given the high position of our interviewees within their organisation, it is not 
surprising that the decision maker role was the one they most predominantly 
played. Particularly, active decision makers were those who were involved in 
decisions related to reorganisation, fund raising, marketing and HRM. 
Reorganisation and HRM directly affects the employees, so, these are delicate 
matters that are not to be deJegated by the chief executives. Fund raising is also 
typically not to be delegated. It is surprising that marketing decisions are mainly 
made at the strategic level. 
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Usually, the decision making and decision preparing tasks in organisations ae 
carried out by different people. In our study, 51% of interviewees were also 
involved in preparing material for decision making. Thus, executive decision 
support should also support decision preparationAnalyst and expert roles were 
given quite low proportions (23 and 34% ), which can be interpreted as a positive 
sign because it may mean that the leaders use the inputs of the analysts and experts. 
Given that our interviewees were chief executives, the proportion of the 
implementers role is high (more than one third of the interviewees answered that 
they also acted as implementers). 

Reorganisation 
11.9412 

Fund raising 
11.8333 

New plants 
11.0000 

Marketing 
10.8182 

Production 
10.4444 

HRM 
9.8000 

Developing product/services 
9.6800 

Investment 
9.0000 

Other 
7.2000 

Privatisation 
6.500) 

Figure 2 Types of decisions ranked by the declining activity level in the decision 
making process 

In summary, our interviewees typically act as chief executives during the decision 
making process, but they are surprisingly active as decision preparers thus reducing 
the risk that is resulted from the gap between decision making and decision 
preparing. 

In order to measure the average decision making activity of the chief executives 
we created a global indicator. Our starting point was the hierarchy of the decision 
making process (decision maker, problem raiser= strategic level; decision preparer 
- analyst - expert= expert level; implementer= operative level). We studied the 
different roles, the different levels, and consequently, the different proportions of the 
chief executives regarding the types of decisions. The weight of the roles were set 
up as follows: the weight of the strategic level was 7, the weight of the expert level 
was 2, and the weight of the operative level was l. 
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The results (presented in figure 2) reinforce our previous statements and clearly 
show that our interviewees play key roles in the reorganisation- and fund raising
related decisions. On the other hand, their role is marginal in the privatisation
related decisions. It means that the decision support is probably limited to 
individual cases. 

2.4 The use of soft and hard methods 

The way a decision maker handles a problem, tries to solve it, and applies DSS is 
dependent on several factors. We studied whether the analytical or the intuitive 
method was dominant at the decision making process. The analytical decision 
making method is OOsed on thorough calculations and analyses, whereas the 
intuitive method is based mainly on feelingS/intuitions. To measure the weight of 
the two methods, we used an indicator similar to the indicator of the activity level; 
in this case the weight of the analytical method was 1, the intuitive method was 
given 3, while the mixed method that included the elements of both the analytical 
and intuitive one was given 2. 

Analytical Mixed Intuitive 
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1.8824 
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Figure 3 Decision making methods of the different types of decisions 
(1-analytical, 2-mixed, 3-intuitive) 
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The indicator measured the average value of all the cases connected to one type of 
decision. The following table shows the average values; the greater the value, the 
closer we are to the intuitive method. The clearest types are the decisions about new 
plants and the decisions of the 'other' category; in these cases the analytical method 
was dominant. It is not surprising that investment decisions are also based on 
analytical methods. However, it is not trivial to make analytical decisions about 
privatisation issues; it seems that the chief executives took part in privatisation
oriented decisions mainly as preparers. It is worth making fund-raising decisions 
based on calculations as well. 

The fact that the chief executives most often take part in output-related issues 
(products, services, marketing) on an intuitive basis casts a different light on their 
activity in these decisions. On the other hand, delicate matters such as 
reorganisation or human resource management do need intuition. 

2.5 Decision making styles 

It is also important to study the different decision making styles because a decision 
support method can be successful only if it is suited to the principles of the 
decision makers. During the analysis of the decisions mentioned by our 
interviewees, we asked them how intensively they used the following principles 
(without providing the official name of the principles so as not to influence their 
answers). 
a) Optimising style: All the relevant information is known or can be gathered. 

Every alternative has a reasonable cost and we can predict its consequence. We 
use the appropriate quantitative methods to make profit-maximising, optimal 
decisions. 

b) Political (Prestige) style: The leaders of the most important units of the 
organisation use their prestige to improve the position of their units in the 
organisation. This is the main objective during the strategic decision making 
process. The result of the decision is strongly dependent on the clashes of 
interests within the organisation. 

c) Satisficing style (bounded rationality): Usually it is impossible to gather all 
the relevant information during the phase of decision preparing. The methods 
needed for optimal decisions (e.g., mathematical, statistical methods) can not 
be applied (e.g., they are too expensive). The problem is too complex, the 
level of uncertainty is high. We do not want to achieve an optimal decision; 
satisfactory solutions are good enough. By using this method, good results can 
be achieved at a reasonable price. 

d) Intuitive style: The strategic decisions are influenced by the changing, 
uncertain environment. The decision makers do not have time and resources to 
analyse the problems thoroughly. Solutions are usually based on previous 
cases, intuitive solutions are used instead of detailed analyses. 
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The styles mentioned above represent the classical economic theory, the 
organisational theory, the model of bounded rationality (or Simon's theory), and the 
model of muddling through, respectively. 

The optimising style is pursued by the decision maker who decides on his/her 
own, trying to achieve an optimal solution. This model is a normative one that 
focuses on the analysis. The political model does not suppose that there is an 
overall objective in the organisation; it supposes that everybody follows his/her 
own goals during the decision making process. The authority decides, it is the 
easiest way to handle conflicts. The satisficing model supposes that there is an 
overall objective in the organisation but the decision makers have their own 
objectives and, because of their cognitive limitations, they can act only as decision 
makers with bounded rationality. The intuitive model is OOsed on the behavioural 
theory. It analyses decision makers who are not rational and make decisions that 
give the time to muddle through different situations. This model requires serious 
preparedness at the phase of identifying problems. Of course, the different styles 
need different decision support methods. 

The dominance of the optimising style is supported by our impressions. Our 
interviewees stated that they analysed each case very thoroughly, trying to choose 
the optimal solution every time. It seems that the Hungarian decision makers 
represented by our sample still act according to the classical micro economic 
theory. The behavioural and organisation-sociological theories that are intensively 
represented in the business education are not widely accepted yet 

Decision styles depend also on the type of decision. If we relate the different 
styles to the decisions involved we find typical patterns. In reorganisation 
decisions, mainly the politica1/prestige style was used. Human resource 
management and marketing issues were solved by using the intuitive style. 
Privatisation and product/service development decisions were OOsed on the 
satisficing style. In all other cases, the optimising style was dominant. 

Optimising 
48% 

Intuitive 

24% 

Figure 4 Decision styles in the analysed cases (S=ll5) 

Prestige 
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19% 
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2.6 Time-frame of the decision making process 

The length of time available to make the decision can affect the process of decision 
making. In the Bradford studies, the beginning and the end of the decision making 
process is defined as follows: the beginning is the first action aimed at making a 
decision (e.g., the issue was discussed at a meeting, a report was made while the 
end of the process is the acceptance of the solution of the problem. In other words, 
time required to make a decision starts with the first stimuli and ends with the 
commitment to one of the possible solutions (Hickson, 1986). In our study, we 
followed the same definition of length of time taken. 

The average length of time to make a decision was 9 months in our sample. The 
average deviation was 12 and a half months. The shortest decision making process 
lasted one month, while the longest one took 48 months. The decision making 
processes typically lasted 2. 3, 6 or 12 months. Median was 6 months, which 
explains the average length as well. We can say that decisions, in general, were 
made relatively quickly. This is obviously connected to the rapidly changing social
economic environment. 

Typically, decisions related to reorganisation were made particularly quickly (2-3 
months). Privatisation-related decisions needed 18-24 months. The making of some 
investment-related decisions needed also 18-24 months. Taking the last two figures 
into consideration, it is rather strange that the chief executives frequently 
complained of not having enough time to make important decisions. 

The length of time the decision takes is expected to affect the organisation is 
also important. In our study, we found that the average length of the influence was 
almost 9 years, with a deviation of 7 and a half years. Many decisions were 
considered to be the fmal/everlasting one. It is interesting that the most typical 
length of influence were 1 year, 5 years, 10 years and 20 years. 

3 PROSPECI'S FOR EXECUTIVE DECISION SUPPORT 

In order to identify the kind of decision support needed for executive decisions in the 
current Hungarian climate, we used factor analysis on our data presented in Section 
2 above. In this, we followed the Wild hierarchical clustering method (Sincich, 
1993). The results of our analysis helped us identify 5 groupings of decision 
making patterns. 

Regarding the rise of problems, Group 1 was composed of decisions that were 
made under pressure. In Group 2, the decisions were made under normally calm 
circumstances in proactive companies. The decisions in Group 3 were made in a 
calm atmosphere and they were supported by an effective flow of in-house 
information. Group 4 contained the decisions that suggested blocking the effects of 
the outer world, while, in Group 5, there were decisions that were made in a calm 
atmosphere with a proactive style. 
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Regarding the accumulation of decision roles and the level of activity, Group 1 
could be described as chartacterized by strong executive control, individual problem
solving and the total refusal to undertake the experts' and implementers' role. 
Group 2 was the opposite of Group 1: the roles of the expert level were over
represented in this group. The stmtegic level was still significant which can be 
explained with the above-the-average number of the roles and with the above-the
average weight of roles. Group 3 was very similar to Group 1; in other words, it 
represented the decisions of the 'lonely boss'. Group 4 was different from Group 2 
in terms of the mobility between the expert level and the stmtegic level, which was 
demonstmted in the average value of the weight of roles. The group mainly included 
decisions made during the preparation of decisions. Group 5 included decisions that 
were made at the expert level. 

Studying the use of the analytical and intuitive methods, it was not surprising 
that Group 1 included decisions based on intuitions because this group represented 
the individual decision makers. Owing to the accumulation of the different decision 
roles, Group 2 was influenced equally by the two methods. The 'expert' decisions 
of Group 5 were based on the analytical method. Group 3 represented the analytical 
method as well, though to a lesser extent. Group 4 was dominated by the intuitive 
method. 

As for the decision making styles, the groups were not significantly different 
from each other. 

Regarding the timeframe of making decisions, Group 1 represented decisions 
that were made quickly and had a short-term influence. Group 2 included long-term 
decisions made in an average length of time. Group 3 represented medium-term 
decisions made relatively quickly. Group 4 included decisions that were to influence 
the company for an average length of time but were made slowly, which suggests 
an indecisive decision making process. Group 5 represented short or medium-term 
decisions. 

We tried to name the groups to express the most probable decision making 
processes of them. Group 1 became the putting-out-the-fire group. These 
decisions were made in companies that were under pressure; the decisions were made 
quickly, individually and intuitively. Since they were stmtegic decisions, the 
dominance of the executive role was significant. It seems that, in these cases, DSS 
shall offer easy-to-use, individual solutions - if there is a need for DSS at all. 

Group 2 included the ideal, balanced, decisions because they represented 
the most appropriate environment for DSS almost from every aspect. The 
companies of this group typically searched for problems which is a sign of the 
proactive manner. Due to the active executives and effective communication, there 
was not a gap between decision preparing and decision making. Both the analytical 
and intuitive methods were used. The thoroughly preJBed decisions did not require 
more time than the average. 

Decisions in Group 3 were identified as authoritative decisions A widely known 
model of the theory is the Harzburg model which is described as 'leadership through 
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working relations' (Kieser, 19%): it means that the boss possesses all the 
knowledge of his/her employees; he/she identifies the issues, collects the different 
opinions and, then, makes a decision alone. The model supposes that the relevant 
knowledge/information is transferred from the employees to the boss, (e.g., as 
alarming signs). It is clear, though, that the fmal decision is made by the boss. 
That is why we named the group the steady hand. Owing to the unambiguous 
roles, the time needed to make a decision is shorter than the average. Executive 
decision support systems for this group should be individually oriented. 

The decisions of Group 4 were named the decisions-passed-around; in other 
words, 'solve the problems as you can'. The decision makers were active, they 
played several roles but it did not mean that their significance became greater. The 
desperate attempts of the participants were rep-esented by the dominance of the 
intuitive model and by the absolute dominance of the political model. The decisions 
were made very slowly and they were to have a long-term influence. A group 
decision support system seems to be appropriate for these cases, but, as far as we 
know, such system has not been used earlier. 

Group 5 included the decisions of technocrats because these decisions were 
made in a proactive manner, in a calm atmosphere, at the expert level. They were 
made quickly and they were to have a medium-term influence. The DSS 
applications we could identify in a later state of the interviews were mentioned 
almost exclusively connected to this group. 

In summary, the results of our study indicate that there are different decision 
making patterns to be found in executive decision making in the Hungarian micro 
sphere, which could possibly correspond to what might be found in other countries 
as well. We suggest that the design of DSS should take this into consideration. 

4 CONCLUSIONS 

The context of DSS that we attempted to address in this paper was related to the 
types of executive decision making patterns that exist in a society undergoing 
transition such as Hungary. We have identified that the preferences of the executives 
and the nature of the decision problems determine the way such problems are <rmt 
with (and, correspondingly, the type of decision support that is needed). Executives 
decide about delicate, urgent matters and they are responsible for the consequences 
and the prospects for DSSs as well. If the decision has a long-term influence, 
executives prefer the thoroughly prepared, co-operative, balanced, ideal decisions. In 
some cases, the authoritative personality of the executive determines the decision 
making process. In other cases, executives want to avoid the decision making, they 
delegate this task to the employees and the decision making turns into a passing
around-process. And, sometimes, the executives delegate the decision making to the 
experts. Of course, there is a prospect for DSS in every case but each case means a 
different challenge to the developers and consultants. 
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