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This report considers the effectiveness of organisations when making strategic
decisions, a topic of relevance to many business executives today. Our data are
drawn from a survey developed and conducted by Genesis Management
Consulting, in association with Invenzyme. The survey was conducted between
January and April 2009, and respondents spanned most industry sectors and
continents. The majority of the responses were from large organisations, although
small and medium-sized enterprises were also represented.

The survey was launched to obtain a greater understanding of the challenges and
best practices associated with strategic decision-making. As the pace of change
accelerates and businesses face economic turmoil, making appropriate and rapid
decisions is more vital than ever. Yet the challenges facing decision-makers have
also grown, as they have to make sense of large amounts of imperfect
information, and chart a course through complex, inter-connected environments
where future scenarios are seldom clear.

Strategic Decisions

9 Decisions that could have a
fundamental and significant
impact on the organisation or
business

Decisions made in an
environment of uncertainty
where the scenario(s) in
which the decision will be
enacted is unclear or variable

Decisions where all of the
required facts of the situation
are not available or are at
least open to interpretation

This research gives some insights into how well organisations are performing in strategic decision-making, and into the
common challenges they face. The findings are intended to assist you in reviewing your own organisation's decision-

making practices, and in taking action to enhance your decision-making capabilities.

Key Findings

The results indicate that many organisations feel there is significant room
improvement in the area of strategic decision making.

Respondents rated their performance highly against some of the decision-
making practices they considered to be most important. These included the
ability to make and implement decisions, as well as applying creativity and
innovation to the decision-making process. Around two-thirds of those surveyed
said that the results of decision-making in their organisations generally met or
exceeded expectations.

However, around a third of respondents indicated that the results of decision-
making were poor or inconsistent, while nearly three quarters admitted their
organisation had made a poor strategic decision in the previous twelve months.
The areas of weakest performance were decision review, capturing the decision-
making process, and considering multiple scenarios as part of the process.

The most common challenge encountered in decision-making was of too much
attention being given to financial aspects. Lack of decision-maker preparedness
and internal politics also scored highly. Ironically, in spite of the significant focus
on financials when making decisions, it was observed that the adverse impact of
poor decisions was predominantly financial in nature.

As might be expected, there were similarities between smaller and larger
organisations in the challenges faced, although resource-based concerns were
more common in small and medium-sized businesses; while issues surrounding
complexity (people, process) were more common in larger organisations.
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Decision Making Survey
Participants were asked to:

Assess their organisation’s
performance when making
strategic decisions, based on
actual observed outcomes

Rank the importance of a number
of selected factors for the quality
of strategic decision-making

Evaluate their organisation’s
performance against each of
these factors

Indicate how their organisation
had fared against certain
challenges they faced when
making strategic decisions

Describe the impact of poor
strategic decisions made during
the previous three years

Indicate whether they faced any
major strategic decisions in the
coming six months
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Quiality of decision -making

Respondents were asked to rate the
quality of their overall decision-making
performance, as shown in Figure 1.

The results indicate some room for
improvement, as around one third of
respondents stated that the results of
their strategic decision-making were
generally inconsistent or poor. Fewer
than 10% indicated that the results of
strategic decisions were mostly above
expectations.

While a majority of respondents indicated
GKI G GKSANI 2NBI )
decisions did in fact achieve what they set
out to do, nearly three-quarters also
advised that their organisation had made
a poor strategic decision within the past
year (Figure 2).

These results indicate that even within
organisations that generally perform well
in decision-making, there is still a
substantial incidence of poor decisions.

Figure 1: Decision-Making Performance
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Figure 2: Incidence of Poor Strategic Decisions

With the advantage of hindsight, has
your organisation made any poor
strategic decisionsin the last year?

Importance of key factors in  strategic decision -making

Respondents were asked to Figure 3: Importance vs performance for key decision-making practices
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Importance vs performance

The most important factor with the greatest room for improvement was the postimplementation review(15), which
was ranked as important by nearly 85% of respondents, while around 60% believed their performance in this area was
poor or could be improved upon. This suggests that, often, organisations lack the ability to evaluate past successes
and failures, and learn from previous decisions. Without effective feedback loops, many organisations therefore run
the risk that they remain wedded to bad decisions, even when unfolding events dictate their review.

Also scoring highly in terms of both importance and potential for improvement was the consideration of different
potential scenarioswith which organisations may be faced, and/or testing the results of decisions against those
scenarios (12). The area with the second highest potential for improvement was the ability to formally capture the
decisionmaking processincluding its content, debate, evidence, and result (7). Over half of respondents rated
themselves weak in this area, although fewer than half judged it to be important or critical.
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they regarded as highly important or critical. The ability to take a decision and implement Mith commitment and

consistency (8), was rated highest in terms of both importance and performance, while the ability to bring creativity

and/or innovative thinking into the decisiormaking proces$11) was rated next highest against both criteria.

Organisations therefore appear Figure 4: Important decision-making factors showing room for improvement
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Common challenges faced when making decisions

Respondents were asked to Figure 5: Ranking of decision-making challenges
review a number of possible
decision-making challenges, and
to score the extent to which each
applied to their organisations.
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The second area of greatest overall concern was that that some members of théeam did not arrive sufficiently
prepared for the decisioimaking forum(5). Just over 70% of respondents highlighted this as a common or occasional
challenge, suggesting that many decision-makers are less well informed than they could be, thereby compromising the
integrity of the decision-making process. This may help to explain the relatively weak performance of organisations in
considering multiple scenarios, as highlighted above.

Also scoring highly as common challenges were internal politics(6), and the absence of process reviets assess what
went wrong if results were below expectations (10). This latter finding mirrors the weakness surrounding post-
implementation review that was identified in the earlier part of the survey.

The problem encountered least was a lack of encouragement for innovation and creativiti). Only about 40% of
respondents indicated that insufficient creativity and innovation was a common or occasional challenge, although this
clearly leaves a significant minority of organisations for whom creativity is a significant issue.
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Impact of poor strategic decisions

Of the 74% of respondents who citied poor decisions in the prior year, the majority reported poor financial
performanceas the most common outcome, with higher costs, lost or foregone revenue, and reduced return on
investment featuring most often. Other serious consequences mentioned were loss of market share, wasted resources
and poor staff morale.

More than 70% of respondents reported that they were likely to take key strategic decisions in the next 6 months.
About two thirds indicated that these decisions were related to the current economic situation. Almost half of this
group said they were considering acquisition and market expansion opportunities in this climate, while the remainder
were considering what transformational actions would have to be taken to maintain profitability and/or survive.

Key areas for improvement in decision -making

From the above it is clear that process and people failings are present in many organisations, and at all stages of the
decision-making process. Areas of greatest concern are the post-implementation review, preparation and the ability
to consider multiple scenarios, the financial bias in decision-making, and the role played by internal politics. To
address these and other shortcomings, we recommend that organisations consider best practices such as:

1 Ingtitutionalising the decisiormaking processby formalising aspects such as leadership of the decision,
templates for problem definition, guidance on pre-reading and preparation, and the required process steps
including how the decision is finally made and how it should be implemented and monitored.

9 Clear role definitionf the players involved in making the decision.

1 A process for accuraly capturingthe decision including information processed, options evaluated, risks
and scenarios considered, results targeted, implementation planning and ongoing tracking of benefits.

1 Achecklist of possible challenges and blirgpas, with responsibility allocated to reduce their impact.

1 Greater use of modelling and simulatioto enhance the quality of decision-making, for instance using
technological solutions such as EIDOSK, the decision-making software supported by Genesis Management
Consulting, and/or serious play as offered by Invenzyme for emergent strategy development.

Respondents

Bibliography

A number of face-to-face interviews were held to refine the hypotheses
and questions. This was followed by an electronic questionnaire which
was completed by over 150 respondents, spanning small, medium and
large organisations as shown in the graph below.

The industries surveyed included all major sectors, although there was a
slight weighting towards (circa. 20%) the financial services industry.
Locations varied with the majority having a Head Office in Europe or the
UK; although other regions included the US, Middle East, Australia and
Africa. Most respondents were Executive Directors of their organisation.
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Invenzyme Limited offers consulting solutions for creating strategy, managing change and
developing people, focusing on air transport organisations. Our I LILINE | OK A & a
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Genesis Management Consulting Ltd is a company consulting in the fields of strategy and
operations, with a speciality in strategic decision support. Our mission is to significantly improve
the position of owners and employees of our clients, through crushing their strategic issues.

A number of books and publications were reviewed in preparing for
and drafting the research and the results. Although not all were used
within this report, the full list has been included for those who would
like to read further into the subject.
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