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Instructional Case a7
Instructional Case: 57 ABSTRACT: The purpose of these two cases is 1o show students that the use of
§ ‘outcome information for feedback purposes may be subject to potential biases.
THE EDUCATOR'S 80 “Post Audits of Capital Budgeting Projects at The Bernardo Company” specifi-
FORUM cally illustrates how biased feedback can occur in planning/decision-making situ-
ations. Students are asked 10 take the role of a manager charged with evaluat-
ing a subordinate’s capital budgeting project proposals which were selected us-
~ Choose Another ssue ing a formal decision model. In this managerial role the students find that al-
. ] though the subordinate’s budget estimates were unbiased on average, post au-
1993 dits of the implemented projects indicated the existence of a positive bias. The
case guides students to see that this incorrect conclusion occurs because only
1992 the outcomes of the selected alternatives can be observed (rather than the out-
Vol. 7 Issue 2 - Fall92 ccomes of all of the alternatives which had been considered). The case also alerts
Vol. 7 Issue 1 - Spring92 students to the limitations of some seemingly reasonable means of combating

apparent biases in budget estimates and illustrates a commonly adopted solu-
ey Ton i probem

“Investigating Standard Cost Variances in The Mesa Corporation" deals with
) e biased feedback in performance evaluation. Students are asked o take the role

of a manager charged with determining which standard cost variances should
be investigated and whether the existing standard needs 1o be revised. The
case shows that selecting the larger variances for investigation is quite effective
in detecting out-of-control situations. However, because only the more extreme
variances are investigated, the variance investigation findings are inadequate
for a decision on the need to revise the performance standard. This case also
shows that biased feedback occurs due to the method of selecting observations.
from a pool of outcomes rather than from the lack of availabilit of necessary
observations. The case emphasizes how important clear logic s in decision-
making,
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sales and 20 percent per year in profits.  material

Loading

Q @ A

content.ebscohost.com.proxy.library.nd.edu/ContentServer.asp?T=P&P= AN&K=97012244758:5=R&ID=bth&EbscoContent=dGlyMNLr0SeqKddyNfsOLCmi02epTJSrqqd TheWWXS&ContentCustomer=dGlyMOzIBorjset55%2BS5efHm





