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BullsEye Integration

Notes for Growth

Four Steps to Making Better Decisions

Decisions are the lifeblood of organizations; we make thousands every day.  Most decisions are small and short term.  It’s the big ones, the strategic decisions, that need to be made carefully. In the January 2006 issue of McKinsey Quarterly, Dan Lovallo and Olivier Sibony discuss the problem of distortions and deceptions in judgment that cloud many corporate decisions.

Because decision makers are human they may be over optimistic about the likelihood of success and take ill-advised risks.  Alternatively, they may be too cautions and miss a great opportunity.  These scenarios are muddied even further by group dynamics and concerns about self-interest. 

A high status team member may see personal advantage if the company takes a certain course and use that high status to sway the decision. Conversely a low status person who is risk averse might “fail to mention” an option which, if unsuccessful, could damage his/her standing in the organization.

The authors stress that one way to counteract these dynamics is to foster a culture of open debate so that personal biases are minimized.  There are many ways to do that.  One of the most important is to bring people together, away from the office and its distractions, and have a structured discussion with clearly defined objectives. The group’s process is equally important. If you are concerned about “group think” and high status people dominating, here are some good ideas:

First:  Make sure you have the right people in the room. Certainly the top-level decision makers need to be there. However, in most organizations, those folks do not know the intricate details of how things work. They must rely on subordinates to inform them.  Excluding people with critical detailed knowledge can prevent those at the top from getting key information.

Second:  Identify criteria the group should use to make the decision.  Is it the cheapest solution?  Maybe operating costs aren’t as critical as capital costs or speed of implementation.  What ever they are, set the criteria out in writing before hand.

Third: Lay out the different proposals and identify who is making them.  Then do something that mixes things up so that personalities can’t dominate.  For example, have someone else advocate for each proposal. The point is not to win an argument but to get people to see things from another person’s point of view.  Present the facts first then the arguments in favor and the arguments against each proposal.  Hold each proposal up against the decision criteria and honestly look at them.

Fourth:  Find a way to visualize the ideas. That can be as simple as making a chart for each proposal with sections for Facts, Arguments For, Arguments Against and How The Proposal Meets The Criteria.  Place the charts side-by-side and look at them. You can further enhance understanding by using color - say blue for factors that are really strong upsides of each argument and red for factors that are strong downsides.

Of course the whole exercise requires intellectual honesty from those who have strong positions, but with some good structure and a willingness to see things in a new way, the organization can get a fresh perception of the issues and overcome some of those distortions and deceptions.
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