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Abstract: 
Hebert Simon’s Administrative Behavior is an argument against the classical economists’ view that people make rational choices to obtain the best product at the best price.  In this review, I examine his theory of bounded rationality and how that is evident in both individual and organizational behavior.
Summary:
Simon’s theory on bounded rationality states that because there are too many choices and not enough time to analyze those, people tend to choose the first option that is good enough to meet their needs.  First he analyzes the rational decision-making and people management process.  Then he explores the limits of rationality.
Objective rationality implies that there are three main elements in the decision-making process.  First, people look at all the different outcomes and choose those that are considered to be the best means for reaching the desired ends.  For example, the fire department’s desired goal is to reduce fire losses.  Its means to the attainment of this end is to prevent and extinguish fires.  Thus the construction of a means-ends chain is part of the theory of rationality.  Second, people consider all the complex array of consequences that follow each choice they make.  This process is more complicated in group behavior.  In order for one individual to determine the consequences of his actions, he must know what actions the others in the group will make.  One example of this is military strategy, which dictates that the participant decides what strategy the other side will take.  Third, people rank each alternative in the order of preference and choose the best one.  For example, a federal loan agency looking to decrease spending and increase efficiency may decide to lower administration costs if all other factors remain unchanged.  This process is called valuation.
There are limits on rationality and that human and organizational behavior is “intendedly rational, but only boundedly so” (Simon, p. 88).  He states that real behavior falls short of objective rationality in at least three ways.  First, in order for someone to be rational, he must have a complete knowledge and anticipation of the consequences that accompanies each choice.  In reality, however, the human being never has more than only a part of the full conditions and laws surrounding his action in order to determine future consequences.  For example, in order for a fire department to be completely efficient in its application of resources, it would need to know in complete details the probabilities of fire in each part of the city.  It would also have to know the full effect of fire losses of any change in administrative procedure or any redistribution of the fire-fighting forces.  If it is able to dispatch firefighters the instant when each fire occurs, fire losses would drastically decline.  However, in the real world, such information is not so readily or accurately available.  Rational choice is feasible only to the extent to the information one obtains from available resources.  Second, in order to anticipate consequences to each action, a person much imagine the value of the outcome.  However, one cannot know the full value of something from imagination.  One must experience it.  The advance in technology over the past century has made it more difficult for the average person to judge correctly the technical issue for many important decisions.  For example, how does one find the health effects of various levels of oxides of nitrogen in the atmosphere?  Most of the times, we trust “experts” to find out the facts and calculate their implications for us.  However, many experts attach have their own subjective values to their calculation of the outcome.  Third, rationality requires that one makes a choice among all the possible alternative behaviors.  “In actual behavior, only a very few of all these possible alternatives ever come to mind” (Simon, p. 94)
Simon lists several empirical evidences for bounded rationality.  First, while classical economic theory states that man chooses the best alternative course of action from all choices available to him, the average person in reality chooses a course of action that is good enough to satisfy his needs.  Some examples of this in bounded theory are called “share of market, reasonable profit, and fair price (Simon, p. 119).  Second, classical economic theory states that man examines the world in all its complexity.  However, in reality the average person examines the world through a much simplified model of the real world.  For example, public administrators see the most significant chains of causes and consequences are short and simple.  “In particular, they deal with one or a few problems at a time, because the limits on attention simply don’t permit everything to be attended to at once (Simon, p. 119).  Finally, because of the first two conditions, most people choose their actions without first examining all possible behavior alternatives.  Simplification may lead to error, but there is no realistic alternative in the face of the limits on human knowledge and reasoning (Simon, p. 119).  Simon states that common sense is the first test that confirms most of us use bounded rationality in our decision-making process.  He also asserts that the second import test to confirm bounded rationality is information processing psychology, developed by psychologists and researchers on organizational behavior.  One example of information processing psychology is that each person within an organization has his own value and agenda that may be different from the whole group.  A government administrator may not follow very close the goal of the legislature.  One reason is that the legislative body often avoids creating clear-cut policy decisions out of political reasons and lets the administrative agency to decide on how to interpret those decisions.  Another reason is that the administrator may have a different set of values than the organization and may sabotage a policy by his interpretation and execution of the policy.  
Simon also states that organizations use inducements and provide incentives to mold human behavior.  This is necessary for the organization to motivate the employee to participate and willingly submit his personal goals to the organization.  First, the organization induces the individual to participate by convincing him that his participation to the organization contributes directly or indirectly to his own personal goals.  One example of this is stock options.  The size and growth of the organization indirectly benefits the employee.  Besides inducement, incentives also work as a powerful motivator for the individual to submit to the authority of the organization.  Some examples of incentives are salary, status and prestige of the job.  Salary is the most common form of incentive, but sometimes status and prestige are just as important.  For instance, a white-collar worker may refuse to do blue-collar work if he perceives the latter as having less prestige.  
To Simon, the workplace is a source of comfort and satisfaction to most people because people have a need to belong to a supportive social environment.  This is true in most societies throughout time.  For example, even most teenagers, who tend to be rebellious, conform to social pressure by wearing blue jeans.  “Most of us are not productive, or even comfortable, when placed in isolation and asked to solve vague, complex, unstructured problems (Simon, p. 166).  The office, which provides us with social support and social interaction, is not a hostile environment for us.  The key to prevent boredom and lack of satisfaction in their jobs is the complexity of the job.  “Activities can hold people’s interest and attention only if they are sufficiently complex to continue to present elements of novelty, but sufficiently simple to be understandable, so that pattern can be discerned in them” (Simon, p. 166).
Assessment: 
I do believe that many of Simon’s theory of bounded rationality apply to individual and group behavior in all areas of the public as well as the private sector.  People and organizations do try to make the most rational decision possible.  But because of the widespread dissemination of information with our current technology, and because of time constraints, people tend to choose the first option that is good enough to meet their needs.   I see evidence of bounded rationality in the public sector as well as in my own life.
One example of how organizations use bounded rationality is our government’s ethics policy.  We have all heard of the Enron scandal and the corruption within both the private and the public sectors that the ensuing investigation revealed.  As the roles of the public and private sector become more intertwined, the extent to which how ethics in government affects our daily lives also increases.  As a result of public concern and also of political positioning, our government has constructed the most detailed set of ethics regulation ever to exist in any country in the history of the world (Mackenzie, p.83).  Because of the vast volume of ethics regulation, most people would not be aware of all the ethics codes in all area of the government.  Ethics codes in just the area of employment are extremely detailed and comprehensive.  First, annual disclosures of personal finances are required for executive branch employees.  This is to identify the potential for conflict of interest and to stop it before it happens.  A conflict of interest is a situation in which “a decision has a direct and predictable effect on the employee’s financial interests” (Mackenzie, p. 60).  Second, ethics rules bars former government employees from using information or contacts gained during government service to provide unfair advantage to private parties in their dealings with the government.  Former government employees are also prevented from switching sides after leaving government.  Furthermore, government employees about to leave service are banned from participating in any decision or activity that involves a prospective employer (Mackenzie, p. 66).  Finally, a government employee about to leave service should view negotiation with a potential future employer as a possible source of conflict of interest and know that various government policies regulate this type of negotiation.  Employees may strive to make the best ethical decision.  But because of the vast complexities of the codes, and because people sometimes have different agendas than the organization that they work for, they may violate an ethic code without even knowing it.  On the other side of the ethics policy issue, the people who enforce those ethics codes use bounded rationality as well.  Government regulators are not always efficient.  For example, despite their length and penetration, the FBI’s full-field investigations “rarely produce information useful to the people who manage the presidential appointment process” (Mackenzie, p. 77).  Most of the material in those files is unedited interview material and little effort is made to verify the legitimacy of that information.  Most often than not, these investigations provide ammunition for the opponents of a nomination.  Adding more and more ethics regulation without streamlining them does not translate into more ethical government.  Instead, it increases the chance that people will unknowing violate ethics rules, even if they are minor or technical ones.
Simon’s theory of bounded rationality complements some and contradicts with other theories in our class readings.   I think that Simon’s theory fits and complements the idea of pluralism and group theory.  Central to both ideas is that public policy is the result of the struggle among competing groups.  Group theory and pluralism state that it is rational for like-minded people to collaborate in their efforts to affect policy.  Societies consist of large numbers of social, ethnic, and economic groups.  An individual in each group is not effective in creating or changing policy.  But if people in each group band together, they are more effective in affecting policy change.  One of the main results of this competition is that the policy that gathers the most support may not be the best one, but is the one adopted (Theodoulou, p. 324).  This ties in with Simon’s theory because oftentimes, an individual in a group may want to make the most rational decision, but he may not even be aware of all the issues and consequences surrounding a policy.  He may join the group because of monetary incentive, a sense of status, or the sense that the group will make the most rational decision.  There is no way an individual can become an expert in all the complex issues that his group tackles.  But by virtual of his association with the group, he gives consent for the group to think for him and uses bounded rationality to make decisions based on the information that the group provides for him.
I think Simon’s theory contradicts the elite theory and Olsen’s idea of homo economics.  Elite theory states that only a small group of influential leaders who share common goals make polices.  Therefore policies reflect the ruling class’ values and serve their interests (Theodoulou, p. 324).  This contradicts Simon’s theory of bounded theory in the sense that the elites do have full control of policy outcomes and are able to make rational decisions that best serve them.    In Olsen’s economic perspective, people are rational and make their decision based on economics.  However, I think that people are not able to always make the best rational decision.
In conclusion, I agree with the messages of the book.  As technology advances, we are bombarded through the television, and internet with more information on more global and complex issues like human cloning and the war in the Middle East that most of us are not experts in.  Because there is no way we can personally investigate all the intricate details for all the world issues, we have to rely on the information that others present to us through these communication mediums.  In this way, we are forced to use bounded rationality on our stance on those issues.  
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