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Abstract: The challenge of behavioural decision making has to do with how corporate decision making is
being impacted today more than at any other time in history by behaviours. The speed with which
managers are expected to make decisions has raised the concern of shareholders and stakeholders alike.
This concern has to do with the results managers’ strategic decision end up having on the future growth or

collapse of firms all over the world.
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The question this paper will address is why
corporate strategies should abandon their
informed decision making process to embrace
behavioural decision making as part of their
standard  decision making process and
philosophy. This might have to do with the fact
that reliance on critical and logical analysis of
information to derive objective courses of
action, has proved too slow relative to the speed
with which firms need to react in order to
position themselves in the light of rapidly
changing market circumstances. Therefore,
reliance on critical thinking might in fact prove
to be suboptimal as they lead firms to forgo
business opportunities far too often relative to
those forgone wusing intuitive automatic
thinking.

Although, behavioural decision making can
prove effective at optimising business outcomes
in a dynamic business context, this is not to say
that an intuitive thought process should
substitute a conscious rational decision making

one. The greater interest in a Behavioural
Decision process is only the result of a change
in the market conditions in which firms now
operate. This new market context characterised
by a greater reliance on decisiveness has
rendered decision making based on rational
thinking less attractive as a decision making
process. In order to bring forth successful
outcomes in this new business context,
managers and decision makers have to become
more familiar with the underlying dynamics
behind the way humans think. The more firms
are conceived as social rather than productive
units, the greater the need decision makers will
have to understand the human content of
decision making. The reinvention of global firm
as learning institutions with a dynamic business
culture synergy, is forcing a revaluation of
behavioural decisions making as a way to come
up with decisions that integrate divergent needs
inside and outside the firm. The complexity of
decision making requires however that decision
makers complement intuitive thought with
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logical thinking to develop a decision making
process which can bring forth successful
outcomes. A new market context of risk,
uncertainty and change is replacing the
traditional more stable industrial environment in
which firms used to operate. As long as excess
demand over supply allowed firms to delay
decision making without it compromising their
competitive survival, a rational thought process
dominated their decision making. However, as
conditions changed and excess supply over
demand came to characterised the new market
conditions, greater risk, uncertainty and change
made it so that firms no longer could delay their
decision making process without compromising
their competitive survival. In this new context,
decisions have to be made fast to anticipate
customers’ changing needs and thus guarantee
firms’ sustainable and competitive survival.

The globalization of business activity, if
anything, has heightened the complexity of
business environment rendering evident the
dismal results attained by firms univocally
seeking to rely on logical decision making as
the only thought process.

To optimize business outcomes today, managers
are best off adopting a behavioural approach
that joins a real world understanding of complex
human behaviour with a data-driven modelling
system. The cultural implications behind this
understanding underline the realization that
humans are neither predictable nor can they act
programmatically. This explains the rising need
decision makers have to wunderstand the
dynamics behind the way humans think in order
to bring forth successful decision outcomes.

The problem with behavioural decision making
is that even when decisions makers recognise
the impact of intuitive bias in their decision
making process, they can not sufficiently adjust
their rational thinking mode to de-bias their
decisions. So, rather than trying to de-bias the
mind of people to attain better decisions (which
will be very complicated to achieve), decision
makers should try to change the context within
which decision making takes place. In other
words, behavioural decision making is not so
much about trying to de-bias managers’
intuitive automatic thinking but about trying to

reframe the de-biasing process to render
possible better decision-making outcomes.

To achieve this, decision makers should resort
to the use of a MINDSPACE FRAMEWORK.
This is a practical checklist design to create a
decision environment in which better decision
making outcomes can be achieved.

The point of using this checklist devise is that it
helps decision makers identify the most
common biases that stand in the way of strategic
decision making. Through the checklist of the
Mindspace Framework, intuitive thinking is de-
biased to improve the quality of decision
making. This allows decision making to take
advantage of intuitive automatic thinking
without losing focus on the contents of the
decision so that speed and rigor in decision
making contribute to attain the best possible
decision making outcome.

The way this is done is through subjecting
decision making to nine critical logical criteria:

The influence of the messenger.
Determining how influential is the
credibility of the person delivering the
information on which decisions will be
taken.

The Existence of Guiding Norms
Norms about the way decisions are taken
should be in place to challenge whether
decision makers align their decisions with
those of their peers.

Avoiding easy answers or lower risk options
Always question how solutions are being
framed

Through what lens are decision makers
viewing the problem

4. The seductive cost of Sunk —Costs

Decision makers should be drawn away
from laziness to think through the best
course of action... one that will pay
dividends in the long run.



Ignored your favoured option
Decision makers should use different bench
marks to compare before taking decisions

Change your narrative
Decision makers should be able to think
outside-the-box developing another story to
justify a different approach to decision
making

Priming
Decision makers should avoid responding
to priming stimuli to become more open
minded

Affected by Emotions
Decision makers should look at the problem
again taking a detached view

Consider your Ego
Decision makers should counter their ego
by asking others how they would make
decisions

The Mindspace decision checklist while
helping change the context of decision making
highlights how our decisions are not so much
unpredictable  but influenced by many
subconscious cues. The usefulness of
behavioural decision making is that it leads
executives to make effective decisions by
changing the context in which decisions are
made rather than by changing the minds of the
people.

Changing the context of the decision making
process, changes the decision without changing
the decision maker. The end result is a less
traumatic decision making process with better
decisions.

This system relies heavily on trust as most
corporate decisions are not going to meet the
test of high wvalidity. Nonetheless, these
decisions are going to be way above the low-
validity threshold. It is in this respect that
business intuition becomes a reference
representing a valuable strategic advantage.

Trusting intuition to justify decision taking has
its limits since the value of intuition and trust as

a decision making references is circumscribed
to a specific experienced context, meaning the
specific knowledge or experience from which
decision makers derive their intuition. When
circumstances change or become unique, the
trust associated to intuition reveals itself less
useful and valuable for decision making.
Therefore the real danger with intuition has to
do with intuition’s ignorance of its own
boundaries.

Since behavioural decisions deepens its roots in
the decisiveness of executives, managers and
decision makers, it is this decisiveness capacity
more than anything else which ends up shaping
the behavioural decision mode of modern firms.
Given that decision makers are selected and
kept on the job because of their firm’s
perception of their decisiveness, then, the
expectation generated pushes decision makers to
act decisively making decisions increasingly
more based on trust and intuition lest they
would be seen as dithering and indecisive and
therefore no good for the job despite their
record of good decisions relative to bad ones.

The fact that senior executives, divisional
managers, and operational managers all play a
role in deciding which opportunities a company
will pursue and which it will pass, illustrates
how the way decisions are really made have
little connection to the rational strategy
developed at corporate headquarters. Decisions
are in fact crafted, step by step, by managers at
all levels of a company—be it a small firm or a
large multinational—as they commit resources
to control future policies, programs, people, and
facilities. As a result of this, senior management
should consider focusing less attention on
thinking through the company’s formal strategy
and more attention on the processes by which
the company allocates resources. Given that top
executives will never be in a position to call all
of the resource-allocation shots, they would
have learn to identify and influence, the
managers at all levels who can forever alter a
company’s future.

In a new market context requiring speedy
decisions, the entrepreneurial managers’
decision making mode would neither fit with
rational corporate strategy nor would draw the
approval of corporate planners.



Decision making in this context becomes closer
to a behavioural process where entrepreneurial
managers rather than waiting to gather data,
create new contexts with talents from other
departments to ensure local decisions drove a
steady series of commitments which guaranteed
decision making control at local division level.

It is at this point that behavioural decision
making began to be used to endorse a bottom-up
action aimed at legitimising local manager’s
track-record of useful knowledge derived from
decision making based on intuition and good
judgement.

More than ever, Miles’ Law notion that “where
you stand is where you seat” confirms how
local managerial decisions are central to how
decisions are made in practice. In fact, managers
with limited authority, but at the centre of the
firm’s business activity, who bring with them
different sets of responsibilities that shaped their
decision’s perspectives about what success
should look like, once collectively assembled,
could effectively deliver on a radical idea.

Unless behavioural decisions within the firm
become collective decisions, the risk could exist
that decision makers be turned into infallible
decision leaders. However, because the notion
of a top-down strategic process depends upon
central control of all steps in that process and
that level of control does not exists, infallible
leaders are unlikely to develop. Besides that, at
the same time that corporate staff begins to plan
for and roll out Iinitiatives, the operating
managers are already acting in ways that either
undercut or enhance these initiatives.

Crafting decisions is an iterative, real-time
process which requires commitment to either
revise them or step them up as new realities
emerge. Reinventing decision making is
therefore part of a dynamic process that
transforms the way people see themselves and
their relation with their work. Learning
institutions and their managers are constantly
reinventing the way they take decisions to
affect their sustainability as businesses and
social units.

A leader today can announce a strategy for his
firm to become global, change core
technologies, or open new markets, but that

strategy will only be realized if it’s in line with
the pattern of resource allocation which
dominates decisions made at every level of the
organization. Because knowledge and power
span organizational levels, managers as decision
makers at each level, are likely to have an
impact on strategy.

Behavioural Decision Making has grown in
importance thanks in part to the fact that most
key decision maker managers ignored the role
operating managers have on strategy outcome.
Assuming these managers were too tied to the
operational requirements of the business it was
thought they could not think strategically. As a
result of this Senior executives overlooked the
very real impact of operating managers at their
peril. For example, in 2000, Toyota launched
the Echo, a no-frills vehicle designed partly to
protect Toyota from low-cost competition.
However, the decision to promote the Echo,
ignoring that deep inside the organization sat
salespeople in local retail operations for whom
the sales commissions of other Toyota models
were higher than the Echo’s, led Toyota
customers to be repeatedly steered toward
higher-priced models. Thus, even if the
corporate office placed a high priority on the
new product, the day-to-day operating decisions
of the organization directed the realized strategy
of the firm elsewhere.
From the Toyota example, one might conclude
that operating managers (salespeople, in this
case) constrained innovation because their
decisions were not aligned with the corporate
strategy of the firm. This is how operating
managers can redirect corporate strategy in very
innovative ways.

In the same way, external forces like customer
decisions, can play a huge role in real strategy
formation, particularly in businesses with a few
very powerful customers. Companies that stay
close to their best customers end up giving them
a virtual veto on product development and
distribution. An example of this happened to
Tony Ridder at Knight. Ridder recognized that
the Internet was going to have a dramatic effect
on his newspaper company. Accordingly, he
redirected corporate strategy to focus on the
Internet, presenting annual reports that
discussed plans for new media, and the need to
move the headquarters from Miami to San Jose.
However, Despite these bold efforts to change
the corporate strategy, the realized strategy
continued to be largely controlled by existing
advertising customers in the newspaper
business. Given that every day, sales reps had
the choice of selling a $40,000 print display ad
to their existing print customers rather than



promoting a $2,000 online ad that was
unfamiliar, even uninteresting, to these same
advertisers, the result was that every day, the
sales reps made the logical choice to sell
traditional print ads despite the explosive
growth in online advertising. Through their
influence on the sales force, the print
advertising customers effectively captured the
newspapers’ resource allocation process and
determined its decision making process and
strategy.

The complexity of the resource allocation
process only increases the need for Behavioural
decision making. Leadership at the top and in
particular senior leaders have to understand
what is happening and adjust their management
styles accordingly. The application and
implementation of a Mindspace Framework
would help challenge the way business leaders
face decision making. The leadership challenge
of decision making has to do with being able to
align the bottom-up intuitive local managerial
decisions process with the top-down rational
corporate strategic objectives of senior
executives. Aligning the bottom-up processes
with the top-down objectives will help reinvent
the way modern firms understand and
implement the challenge of integrating
behavioural decisions making with rational
decision making in a dynamic market context.

CONCLUSION

All in all the challenges for behavioural decision
processes have to do with the need for modern
decision makers to learn from the complexity of
human behaviour and understand what factors
condition and determine people’s actions and
reactions. Rising competition has forced firms
to search for differentiation and that element of
uniqueness (innovative/unique  decisions)
capable of making the difference in the
identification of future opportunities that turn
weaknesses into strengths in the context of new
firms” growth oriented business strategies.
Although behavioural decision making tends to

be associated with a thinking system that can
quickly process information based on context,
past experience and genetics, as opposed to a
conscious decision processes, the truth is that no
decision making process can stand alone
without confronting on the one hand the
complexities of human nature and on the other
the need for analysing big data.

The resort to a Mindspace checklist has helped
overcome the challenges associated with
behavioural decision making by bringing under
control the results of an intuitive thinking
process. This has rendered final decisions more
rigorous and improved the outcome of decision
making.
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