University Of Pittsburgh- IEMBA- Brazil /2004

Decision Making in a Complex environment

Professor: Thomas Saaty

Students: Reinaldo Faga


    João Pimentel

Project:  Analysis of Benefits, Opportunities, Costs and Risks.

Scope:

Define if a car manufacturing plant should be closed, reduced the size of facilities or develop a new product to keep running. 

Situation Analysis:

The car manufacture plant is located in a high-unionized region with huge wages not competitive with plants located in other states. The plant was build during the time that the companies were fully integrated, having significant assets mobilized. The current car models manufactured at the plant are old styled with consequent low production volumes (50% of total plant capacity is utilized) and high fixed costs. The company has more modern plants with low assets and high incentives.

It will be very sensitive to the community and the government to have this plant closed because of unemployment of the region and to the company image in the state that has the highest market share in the country. 

Relevant Strategic Criteria:

We have selected the Economics, Political and Social relevant Criteria to drive the decision process.

A higher weight to Economics was given, as the financial health of the corporation is fundamental to its existence and continues generating taxes collection to government and employment to the community.  

Similarly we consider Political aspects more important than the Social as the relation with government is crucial to keep the company heath with some incentives obtained in other states. A disruption with government because of closing a plant would reduce or eliminate the current benefits in other parts or car plants.

Nonetheless Social is also very important, as it will directly impact some of the political and mainly brand image.

Outcome:

For our surprise the outcome was to develop a new product and keep the plant running. Because of relevant finance aspect most of technocratic position is to close the plant. 

Our conclusion is, when there is a process that take us outside of the paradigms and allow us to look for a best choice using a scientific method instead of biased calls, soft criteria as social and political have a significant influence in the finance and brand image aspects. 

