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INSTRUCTIONS: Answer question one and any other two questions  
      
   
QUESTION ONE (30 MARKS) 

a) Three managers are analyzing a course of action to take.  One manager totally disagree with the 

decision another is willing to explore the option yet the last manager is mesmerized with the 

alternative.  In the right of risk profiles and using a suitable utility graph explain why this 

situation may be happening.         (8 Marks) 

b) Explain decision making citing ten key elements or attributes in decision making. (12 Marks) 

c) Discuss the following technique in decision making: 

(i) Buriden’s Ass.          (2 Marks) 

(ii)  AHP            (2 Marks) 

(iii) SMART          (2 Marks) 

(iv) MAUT           (2 Marks) 

(v) CBA            (2 Marks) 
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QUESTION TWO (20 MARKS) 

a) Considering the perspective of decision levels, evaluate the statement that “Some decisions are 

more important than others”.        (6 Marks) 

b) Your crop of cotton is infested with insects and you want to decide which pesticide to use.  Some 

of the insects are probably resistant to the different available pesticides, so you sit down and 

figure out the following probabilities.  If you use ToxiBug, there is a 22% probability that it will 

kill 95% of the bugs on your crops.  There is a 49% probability that it will kill only 71% of the 

bugs and a 29% probability that it will kill only 43% of the bugs.  (Use the bug percentages as 

reward numbers, so that 95% is a reward of 95).  If you use Bug-O-Kill, there is a 71% 

probability that it will kill 90% of the bugs, a 24% probability that it will kill 11% of the bugs, 

and a 5% probability that it will kill 19% of the bugs.  If you use MegaDeath Bug Viability 

Terminator, there is a 90% chance that 60% of the bugs will be killed and a 10% chance that 5% 

will be killed.  You are required to recommend the best pesticide.   (14 Marks)

   

QUESTION THREE (20 MARKS)  

a) Decision making is procedure which involves several sequential steps.  Discuss.  (8 Marks) 

b) As a project manager in charge of poverty alleviation program you have previous experience that 

the average income of the beneficiaries is Kes.120 per day with a standard deviation of Kes.4 per 

day.  You have received 49 new applications and upon your evaluation, the applicants’ average 

income happens to be Kes.123 per day.  On the basis of 95% confidence interval, determine 

whether the applicants are genuine potential beneficiaries. 
















±=
n

uCi
δ

96.1ˆ  (8 Marks) 

c) Delaying a decision as long as reasonably possible provides risks and benefits.  Do you agree?  

Analyze.           (4 Marks) 

QUESTION FOUR (20 MARKS) 

a) What are the main kinds of decisions project managers make?  Briefly explain.  (4 Marks) 

b) Group decision making is similar to individual decision making.  Critique this observation.  

            (2 Marks) 
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c) Miss Kamwaly is a local investor who has identified 3 possible securities to invest her Kes.2,250 

in.  The returns are dependent on two situations:  the market being bearish or bullish.  The 

probability of a bullish market is 80% against a 20% of a bearish market.  The payoff table is 

given below: 

 Bullish market Bearish market 

Purchase  S 1 

Kes 

S 2 

Kes 

Munias 4,800 2,000 

Equita  4,400 2,200 

Bekariz 3,800 2,300 

 

Required: 

Determine the most suitable investment using: 

(i) Expected values.          (6 Marks) 

(ii)  Maximin.           (2 Marks) 

(iii)Maximax.          (2 Marks) 

(iv) Minimax Regret Strategies         (4 Marks) 

QUESTION FIVE (20 MARKS) 

a) List and explain advantages and disadvantages of group decision making.   (6 Marks) 

b) According to The Theory of Decision Making, “What is an economic man like?  He has three 

properties: 

1. He is completely informed. 

2. He is infinitely sensitive. 

3. He is rational. 

Required: 

Review whether a decision maker fits the description of “an economic man!’.  (6 Marks) 
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c) You have Kes.250,000 to invest for a year.  If you put it in stocks, there is a 50 percent chance 

that you will net a return of Kes.40,000.  There is, however a 20 percent chance that you will lose 

Kes.2,000 and a 30 percent chance that the market will really decline and you will lose 

Kes.50,000.  If you put the money in the bank, there is a 95 percent chance that you will earn 

Kes.17,500 in interest.  There is, however, just small chance-5 percent that the bank will go broke 

and since the depositor protection insurance covers only Kes.100,000, you would lose 

Kes.150,000. 

Which investment if really better?        (8 Marks)   


