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Look around today, and you'll see many different examples of leaders.
Great ones, average ones, bad ones, and really awful ones.

What defines a leader? The competence of her/his decision-making.

Yet, what framework underlies how different leaders make decisions? Are there similarities in
the processes great leaders use? Our team at Paradoxes got curious and decided to apply our
craft to finding out. After all, helping clients make smarter decisions is what we do.

As researchers, we turned first to an exploration of existing data. According to research at Cornell
University, the average American makes an astounding 30,000 to 50,000 conscious decisions each day.
These decisions range from simple, inconsequential choices such as which shoes to wear, to mission
critical business decisions that impact careers, stock prices, and whether companies perish or thrive.

How do leaders arrive at decisions?

Business leaders get paid well to make decisions, yet few can name a specific process they use.
CxOs and other leaders must both make, and empower their teams to make, a plethora of decisions
every day. However, our research indicates most do this without a formalized decision-making
framework they can clearly reference or teach.

This further piqued our curiosity. How could so many organizations operate without a
clearly articulated decision-making framework?

Upon reflection, we realized we also had never clearly articulated our own process for
decision-making inside Paradoxes. And, while the body of knowledge on the topic advanced
rapidly in the last century, the study of decision-making as an art and science has flatlined
over the past few decades.

Decision Making
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WE AT PARADOXES DECIDED

IT WAS TIME TO ADVANCE THE
CONVERSATION.

Since research is a key element of what we do,
we decided to conduct a study to discover the
decision-making methods, concepts, and best
practices of executives in the business world today.
Over the last year, we had one-on-one discussions
with over two dozen business leaders and
executives, and surveyed 170 more to gain a

deep understanding of their decision-making
process. Participants were from large and medium
organizations in the technology, aerospace, retail,
health care, and manufacturing sectors including
brands such as Uber, Microsoft, Oculus Rift, DocuSign,
Zodiac Aerospace, and Amazon. What emerged
was a snapshot of how American business leaders
make and think about decisions.

We were compelled by what we learned and

have adopted key insights to guide our own
decision-making. Our goal in sharing this research
is to help you think about, and hone, your
decision-making processes.
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t types of decisions:
DECISION DIRECTIONALITY

Limited impact Lasting impact .
higher risk higher risk The first thing we found was exe

decisions into two camps: strateg
best exemplified by one of the stori
Amazon's Jeff Bezos makes decisions.

We were told Bezos breaks decisions into
one-way doors (strategic) and two-way d
Two-way door decisions are things you ca
like walking back through a door - such as t
on a web site, the office seating chart, etc.

Limited impact Lasting impact
lower risk lower risk

Data needed

One-way decisions are very difficult to change
things like naming, pricing, key hires, and retail Ic
While Bezos reportedly recommends relying on do
cases, it becomes most critical to one-way decis
These are higher stake situations where a blind s
have long-lasting and detrimental consequence

Decision criticality

BREAKDOWN OF
DECISION-MAKING EFFORTS

Time spent on tactical vs. strategic decisions The more critical the decision, the more rigorc
decision-making must become. This is where
50% right framework defines the quality of leade

39% Common wisdom suggests executives spe
their time on strategic decisions, and less
day-to-day. The data indicates exac

to be true. Half of an executive's time
short-term, tactical decisions and ©
strategic or long-term.

Tactical Strategic
(short-term, (long-term,
execution of organizational

tasks) priorities and goals)

CEO are the strategic decisions,

0 you want to be?’ - it defines your whole
... If you define it wrong, you’re going to inevitably

become something you don’t want to be...”

— Hany Elkordy, CEO, Zodiac Water & Waste AeroSystems



An informal framework for decision-making emerged
from our research with business leaders. Some
executives relied heavily on data, others defaulted
to their experience, while still others relied on their
instincts. Predominantly, most used a mix of all
three elements.

When we asked business leaders to estimate the
influence of each category on their decision-making,
data and experience both played the largest roles.

FRAMEWORK FOR
DECISION-MAKING

. Data . Experience . Instinct

However, while heavily leaning on data, different
leaders expressed different views on their usage mix
of data, experience and instinct in different situations.
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The value of data in the
decision-making of key leaders
was almost double that of instinct.
The importance of data played
out in most of the research results,
across successful executives in

a myriad of organizations.

A few timely examples provide
useful illustrations of how the
spectrum of instinct-based to
data-driven decision-making
looks in the world today.

“No data is perfect. How you
read the data is based on
experience. With only so much
time, you need to be looking at
data in the most useful manner.”

- Laird Malamed, GM Seattle
& Founding COO, Oculus

“Your instinct is shaped
by your experiences.
One hardens the other.”

— James DeBragga,
VP of Marketing, DocuSign

USING DATA WHEN
MAKING DECISIONS

How do you use data when making decisions?

51%
25%
|am a | use data
data-driven when available,
decision-maker but do not go

out of my way
to ensure | have
all the data

| typically
make my
decisions more
on experience
and instinct
than on data
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INSTINCT-BASED

Donald Trump won the U.S. Presidency with contrarian, instinct-based thinking.
Pollsters and analysts, looking at massive troves of data, undervalued a voting cohort
that he saw as important. By relying heavily on his instinct, he was able to win the
White House. Much has been written about his process of reviewing polling numbers,
economic reports and the like, and then discarding what does not agree with his
instincts. If data doesn't fit into his internal narrative, he often disregards it as flawed
or not indicative of reality. This approach, while successful in achieving his goal of
winning the presidency, has been laden with ongoing controversy and continues to
stir intense scrutiny regarding his effectiveness as a decision-maker.

DATA-DRIVEN

On the opposite end of the spectrum, Jeff Bezos at Amazon lives and breathes by
what the hard numbers tell him. As previously discussed, his framework for decision-making
is driven by decision criticality. His company has built a competitive advantage with the
massive amounts of data they collect and leverage. Amazon has used its data expertise
to disrupt industries as a common practice. This includes revolutionizing the world of book
publishing, redefining the retail space, and turning the entertainment industry on its head
by winning the company'’s first Oscar. Other internet giants like Facebook and Google
have effectively leveraged data to achieve high levels of success.
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Data-driven decision-
makers attribute several
important benefits to
their practice. The highest
percentage of executives
feel its top value is in
improving the confidence
of their decision-making,
while the next highest
percentage feel the top
benefit is in improving
business results. The ability
to defend decisions also
rated as a top benefit.

”You have to separate data
from opinions - opinions are
not helpful while data is.”

- Steve "Guggs” Guggenheimer,
CVP, Microsoft

TOP BENEFIT WHEN USING DATA

TO MAKE DECISIONS
Improved confidence in decisions
Improved business results
Ability to defend decisions

Faster decision-making

Less internal debate
disagreement

None

Other

17%

6%

2%

3

TIME SPENT ON DECISIONS PER

BUSINESS FUNCTION
Technology/IT
Operations
Finance
Marketing/sales
Staffing/human resourcing
Product/service development

Other
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THE TOUGHEST DECISIONS

Improving data quality is one of the top decision-making priorities for the majority of
business leaders. This reflects a well-known challenge that nearly all companies face -
poor data. One need not look far to see a shared trait among some of the world's most
successful companies — a commitment to high quality data. Amazon, Google, Uber, Air BNB,
Facebook, American Express, Citibank all list data quality as a key element of their DNA.

Related to this priority is the emphasis a high percentage of executives are

placing on using data more effectively. One of the key benefits of using data —
to make faster decisions — is also echoed here as a decision-making priority.

TOP DECISION-MAKING PRIORITIES

Looking forward to the next 12 months, what do you consider
your top 3 decision-making priorities?

Focus more on the most important decisions 57%
Work more effectively with teams to make decisions 4L6%

Use data more effectively _ 39%
Make faster decisions
Better delegate decision-making _

| don't have priorities 6%

Other



FOCUS THE QUESTION

+ Decide what problem(s) you are solving

OBTAIN & ANALYZE DATA
- Qualitative — voice of the customer
» Quantitative — the numbers

EVALUATE WITH EXPERIENCE
« Have | or my peers seen this before?
* Pattern matching

FEELIT
« Personal "gut-check”
+ What do my instincts say?

MAKE DECISION
- Socialize decision
- Execute




11 PARADOXESINC.COM

“Benchmarking data is always
valuable - best in class, learn
from those that are best in
class and third-parties...”

- Brent Calinicos, Former Uber CFO

OBTAINING
NEEDED DATA

HOW IMPORTANT AND DIFFICULT ISIT FOR
ORGANIZATIONS TO ACQUIRE DATA ON...

Marketing/advertising effectiveness
Customer/market intelligence
Competitive/comparative intelligence
Product/service pricing

Employee performance

Employee compensation

Important (Top 2 Box)

Difficult (Bottom 2 Box)
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HOW COMPANIES OPERATE DATA-RELATED FUNCTIONS

PN 53%
Outsourced or partially outsourced _ 35%
I S0%

I 4%
internal [ 40%
I o

B Analytics/data science [ Business intelligence B Market research

DOES YOUR COMPANY HAVE ANALYTICS, BI, AND/OR
MARKET RESEARCH FUNCTIONS?

I 5
ves [ 52%
I 5%

B Analytics/data science [ Business intelligence B Market research
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“Bad decisions at the start
ripple and magnify their impact
through a project. Having the
best insights at onset can save
thousands of hours at the end.”

- Laird Malamed, GM Seattle
& Founding COO, Oculus

HOW VALUABLE AND ACTIONABLE
ARE INSIGHTS BY DATA FUNCTION

Analytics/data science Business intelligence Market research
95%
Valuable (Top 2 Box) 62%
64%
86%
Actionable (Top 2 Box) 63%
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KEYS TO SMARTER DECISIONS

To summarize, here is some guidance executives wanted to share to help
you make smarter decisions. Start by asking these questions:

@

2
©
@
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TOP ADVICE FROM
EXECUTIVES

"Don't try to solve all the problems on your own.
Surround yourself with quality team members
and listen to their input. Learn to rely on the
experiences of others to fill in the gaps of what
experiences or skills you don't have.”

“Don't be afraid of the decision. If it turns out to
be a mistake, fix it. Delegate as much as possible,
feel comfortable asking your team to share
how/why and then let them run with it.”

"Frame the problem, get data, "Focus on what you believe will be the top 3-5
check with staff.” decisions you will make in the year..."

"Gather as much data and input from all levels "Gather different perspectives from people at all
of the organization as possible. Review findings levels of the organization. People tend to see
and recommendations with a trusted mentor.” things in different ways."
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"It is OK to *seek™ consensus but don't let
consensus get in the way of execution. As a
leader in an organization it is your responsibility
to make the tough decisions (and to encourage
your teams to do so) and move forward.”

“Decision-making is situational. The more you can
build decision-making skills in your organization, the
more nimble you will be. The degree to which you
involve your team or delegate decision-making
to your team is dependent on several factors.
These include: need for additional data, their
experience level with the topic, need for buy- in,
risks associated with the decision and external

factors regulating the decision. There is very rarely “Keep the important decision in front of you

a one size fits all solution. The key is to be clear every day, and follow some framework. | use
with your team about the decision you are looking a framework called DAVSIR (Define, Analyze,
to make and how the decision will be made.” Validate, Simulate, Implement, Review)."

“Making good decisions is a combination of
good data and trusting your feelings. Quite often
the body responds to the correct answer before
the mind intellectually arrives.”

“Learn as much as you can on a specific subject,
share the learnings with your team, test your
assumptions, take a stand, move forward.”

"Seek both data and advice from a variety
of sources — and listen especially well to the

contrarians. With both consensus as well “We follow a structured process:
important question.” involvement to gain insights and choice that

leads to making the decision. This is a
weigh-in process that leads to a buy-in.
Upon decision, the communication is framed
prior to execution to ensure that everyone
understands the decision. | call this the
Alignment and Cascade process.”

"Work off of what you know to be the facts.
Do not completely discount what your "gut”
tells you. Before implementing; trial test.

Implement and tweak if necessary.”
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ABOUT STUDY PARTICIPANTS

Principal business/industry

Aerospace 1%
Construction
Education
Engineering/Architecture
Entertainment
Finance/Banking
Government
Healthcare
Hospitality
Insurance
Legall
Manufacturing
Non-Profit
Printing/Publishing
Professional Services
Real Estate
Retail
Telecommunications
Transportation
Utilities
Wholesale/Distribution
Other
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PARTICIPANTS COMPANY
REVENUE AND LOCATIONS

Annual revenue
$1B8+ 15%
$10M - $1B 28%
$26M - $100M 28%
$5M - $25M 17%
< $5M 12%

One office Multiple offices in Multiple offices
only multiple countries within one country
Organization type

31%
Public company

Private company
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ABOUT PARADOXES, INC.

Paradoxes is a strategic marketing
organization that helps technology companies
collect, analyze, and use data to make

smarter sales, marketing, and product decisions.

We specialize in helping companies drive product
adoption and value-driven habitual usage.

Find out more at

paradoxesinc.com
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