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The eventual outcome of the strategic decision-making process is to develop a response or solution that achieves the desired impact, addresses the critical and conflicting interests of key stakeholders, and promotes the common good. Ultimately, in order to be effective, our solutions should be desirable (make sense to/for people), viable (able to be accomplished), sustainable (able to become part of a long-term strategy), and ethical (minimize harms/maximize benefits).
Once various options for addressing the issue are identified, decisions must be made as to which option should be selected. There are a number of ways we can make this choice. A few are noted below.

Pros and Cons Analysis
 
Exploring the pros/cons, costs/benefits, or advantages/disadvantages of each option helps inform the decision-making process. This type of comparison can help us step back from each option and consider it in greater detail. Examining the pros/cons can be very useful when considering a specific product or make a yes/no decision e.g. buying a new laptop. However when it comes to making complex decisions with multiple variables, conflicting perspectives, and greater uncertainty in outcomes, this tool is valuable but generally not sufficient. Another challenge with this form of analysis is that not all pros/cons carry equal weight in the decision-making process and the identification of pros/cons is highly susceptible to bias. Given these considerations, it can be useful to use other forms of assessment in addition to this method.

Criteria Analysis
 
Criteria are factors or indicators by which options can be evaluated. Criteria are often selected based on desired outcomes or goals and/or key moral and strategic considerations related to the issue. Your selection criteria should represent those key indicators of success that you consider to be most important. In order to determine suitable criteria, consider what you trying to accomplish and how you will know if your strategy has been successful. Once you know what your solution must do, you can analyze which option is most likely to help you achieve that desired goal. Some examples of criteria may be to improve employee morale, increase profitability, enhance customer experience, foster stakeholder collaboration, etc. Though there may be many desired objectives, try to select some key criteria that best reflect the issue at hand.
Once the criteria are selected, options are then evaluated according to their potential to help you achieve those measures of success. You might choose to use a numerical rating scale or possibly colours (green/yellow/red) to compare the options across different criteria. There are many variations of this form of analysis and this type of tool can be used to perform complex analyses. However for the purpose of this course, a basic analysis is sufficient.
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Issue: Speeding on residential streets.
Consider: Last week we explored this issue in our discussion forum. What decision-making criteria would be useful in this situation?
Risk Analysis
 
Though we always hope that everything will go according to plan and our strategies will achieve what we set out to achieve - we know this is not always the case. Every decision we make or action we take comes with some degree of risk. Risk refers to the likelihood that our plans will be disrupted or the possibility that the actual outcomes will not achieve our expected or desired outcomes, and that we (and/or others) may suffer harm or loss. There are many types of risk in all aspects of life. A risk analysis is one tool that can help you consider the potential risks associated with your proposed solution and determine what can be done to help mitigate the negative impact of those risks (i.e. reduce the negative effects).
With a basic risk analysis, risks are identified and then evaluated according to the degree of impact that risk will have if it does occur and the likelihood or possibility that it will occur.
· Impact (1-insignificant, 5-catastrophic)
· Likelihood (1–low, 5–high)
Once impact and likelihood are assessed, mitigation strategies can be considered. 
Types of Mitigation Strategies
Avoid – change plans to circumvent the problem
Accept – assume the chance of negative impact and plan accordingly
Transfer – outsource the risk to third parties (e.g. insurance, contracting)
Minimize – “shrink the risk” and reduce the impact or likelihood through specific actions such as staging the implementation, conducting pilot projects, trialing small tests of change.
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Examples of Strategy-Related Risks
 
This is by no means a comprehensive listing of all potential risks, however it provides you with some examples of different types of risks an organization may encounter as leaders attempt to move forward with their strategy. As you review this list, think about a possible mitigation strategy that could be used in that situation. What could organizational leaders proactively put in place to reduce the likelihood that risk would occur or may reduce the impact if it does occur:
· Liability risk – e.g. risk of injury or harm
· Marketing risk – e.g. money spent won’t yield desired returns
· Change Management risk – e.g. stakeholder resistance, work disruptions, employee turnover
· Program/project risk – e.g. risk of implementation failure, cost overruns, schedule misses
· Competitive risk – e.g. risk of losing market share
· Innovation risk – e.g. aggressive schedules leading to quality or safety risks
· Operational risk – e.g. layoffs leading to service disruptions, decline in customer service, decline in employee morale, negative publicity, customer loss
· Liability risk – e.g. risk of injury or harm
· Marketing risk – e.g. money spent won’t yield desired returns
· Change Management risk – e.g. stakeholder resistance, work disruptions, employee turnover
· Program/project risk – e.g. risk of implementation failure, cost overruns, schedule misses
· Competitive risk – e.g. risk of losing market share
· Innovation risk – e.g. aggressive schedules leading to quality or safety risks
· Operational risk – e.g. layoffs leading to service disruptions, decline in customer service, decline in employee morale, negative publicity, customer loss

Bias Beware: How Cognitive Biases Impact Strategic and Ethical Decision-Making
 
Decision-making tools are helpful, however they are still quite subjective and highly susceptible to thinking errors and bias. Making decisions isn’t a completely rational or value-neutral process. Researchers are finding that we are more irrational than we like to believe. Our brains take shortcuts, we are emotional, and we can be easily influenced in subtle ways.
Decision-Making Reality #1: We all have biases.
A bias is a tendency, inclination, or prejudice toward or against something or someone. Biases may develop because of factors such as positive/negative experiences, our natural interests and strengths, or our educational training. They may also be formed through influences such as friends, family, media, marketing, etc. Once they develop, these biases run so deep we often don’t realize they exist.
Decision-Making Reality #2: Our biases influence our perceptions and our decisions.
Biases can be beneficial (e.g. a preference for outdoor activities leading to healthy lifestyle choices) or detrimental (e.g. judging others based on physical appearance leading to racially or culturally-motivated discrimination). Biases can trigger the emotional centers in our brain (excitement, fear, compassion, distrust, hate) which in turn impact our thoughts and our actions. These biases can impact strategic and ethical decision making. Our biases permeate every part of the strategy development process. Biases may strengthen or interfere with:
Insight: Our ability to recognize and understand complex problems and moral dilemmas.
Inspiration: Our ability to generate innovative solutions to complex business and societal challenges.
Impact: Our ability to make ethically-based decisions and implement desirable, feasible, and viable solutions.
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Our biases influence…
· what we pay attention to
· how we interpret situations
· which stakeholders we relate to or align with
· what ideas we generate, and ultimately
· what solutions we propose, decisions we make, and actions we take.

Minimizing the Impact of our Biases
 
READ: DeGrassi, S. W., Morgan, W. B., Walker, S. S., Wang, Y. (., & Sabat, I. (2012). Ethical decision-making: Group diversity holds the key. Journal of Leadership, Accountability and Ethics, 9(6), 51-65.
As you read this article, pay attention to some of the key findings. It is interesting to note that the researchers’ results indicate that over time, heterogeneous groups (groups comprised of individuals of different race or ethnicity) made more ethical decisions than homogenous groups. It appears that even though these ethnically diverse groups tended to take longer to function together effectively as a team, when they did, their decision-making outcomes were better than individuals from common backgrounds. The authors speculate that individuals from varying backgrounds offer unique perspectives, experiences, and information that may be absent in groups from similar backgrounds. This diversity allows them to explore ethical issues from more ideas and viewpoints leading to more positive outcomes.
Though there is much more to learn in this area, these findings may provide leaders with valuable insight if they are looking to overcome the impact of bias in complex strategic and ethical situations.
Behavioural Economics
 
Behavioural economists study why people make the economic decisions they do and in particular, explore the effects of psychological, cognitive, emotional, cultural and social factors on our decisions. Research in this area is challenging the long-held view that decision-making is a rational process. This field of study has popularized research on cognitive biases and introduced it into the business world, as well as into the policy development arena of the social, political, and health science fields. This knowledge is being used by marketers and product developers to influence purchasing decisions. It is also helpful for those wishing to change the behaviour of individuals or society at large. It can also be used as a source of insight for individuals and teams wishing to test the objectivity of their own ideas and decisions.

What are cognitive biases?
 
Cognitive biases are a particular category of biases referring to a repeated pattern of thinking that can lead to inaccurate or unreasonable conclusions. Watch the following short video as an introduction to cognitive biases.
VIDEO: Cognitive Biases Shape Our World.
https://www.youtube.com/watch?v=8_i3LhBO-rk&feature=emb_logo

Daniel Kahneman, is a Nobel Prize-winning economist and one of the leaders in this field. Watch the following interview with Kahneman and listen to how he describes our different thinking systems.
VIDEO: Daniel Kahneman: Thinking Fast vs. Thinking Slow, Inc. Magazine.

https://www.youtube.com/watch?v=PirFrDVRBo4&feature=emb_logo
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Examples of Cognitive Biases
 
There are many, many types of cognitive biases that have been identified. We are going to highlight just a few that have a direct influence on strategic and ethical decision-making.
Confirmation Bias: This bias has at times been called “the mother of all misconceptions.” We tend to interpret new information so it becomes compatible with our existing theories, beliefs, and convictions. We filter disconfirming evidence and make excuses when the evidence doesn’t fit our theories. Be wary of “exceptions” or “special cases.”
Affect Heuristic: Affect refers to emotion. A heuristic is a short cut. This bias refers to our tendency to take emotional shortcuts and try to find reasons to support or justify the ideas that we love. When analyzing something we like, we tend to minimize risks and costs and exaggerate the benefits. When analyzing something we dislike, we do the opposite.
Groupthink: When we get together in teams, we tend to assume that thinking alike means we are right! It’s important to step back and consider if there are dissenting opinions within the team. If not, why not? Why might people say they agree with an idea even when they don’t? How might we create group environments that encourage the exploration of different perspectives?
Self-Serving Bias: We tend to see things in ways that support our best interests and our pre-existing points of view. Watch the following video to learn more about this highly-influential bias.
VIDEO:

https://www.youtube.com/watch?v=-HVaJt3xicM&feature=emb_logo

Saliency Bias: We tend to place extra importance on items or pieces of information that stand out from the rest. Just because something is memorable does not mean that it is more important or more valuable>
Availability Bias: We tend to thinking things that come to mind readily are more representative than what is actually the case. In reality, things don’t happen more frequently just because we think of them or notice them more easily. We tend to overlook what is missing, ignoring the holes in our data.
Anchoring Bias: We tend to “anchor” or overly rely on one trait or piece of information when making decisions. Once an anchor has been set there is bias toward that idea or value. Here are some examples you may have seen from the sales world:
· “Recommended unit price”
· “Other retailers sell for $300. Our price is $150.”
· “Anchor Dropping” technique: “We’ve just completed a similar project for one of your competitors and it was in the range of $100,000.”
Overconfidence Bias: We tend to exaggerate the potential benefits and minimize the potential challenges of our preferred course of action.
VIDEO: Watch this video as Daniel Kahneman discusses the Trouble with Confidence.
https://www.youtube.com/watch?v=tyDQFmA1SpU&feature=emb_logo

The Halo Effect: We tend to assume that a person, organization, or approach that is successful in one situation will be just as successful in another. We don’t take into account the other factors that may have contributed to that success.
Loss Aversion: Our desire to avoid losses is stronger than our desire for gains. This bias can be reinforced by our desire to “save face” or to avoid embarrassment, shame, disappointment, or punishment. Loss aversion may lead to playing it safe or not taking risks (even when the potential negative impact of that risk is minimal or imagined).
Sunk-Cost Fallacy: We tend to remain overly attached to a history of past decisions.
· “I have lost so much money with this investment, I can’t sell it now.”
· “We’ve come this far . . .”
· “I’ve read so much of this book already . . .”
· “We’ve invested too much in this product to discontinue it now…”

Reference: DeGrassi, S. W., Morgan, W. B., Walker, S. S., Wang, Y. (., & Sabat, I. (2012). Ethical decision-making: Group diversity holds the key. Journal of Leadership, Accountability and Ethics, 9(6), 51-65.
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