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Minimising Decision Risk 

By Babette Bensoussan 

"The way we see the problem is the problem." Stephen Covey. 

In Aon’s Australasian Risk Survey 2012/13 the top business risk concerns were: 

1. Brand/image + market environment 

2. Regulative/legislative changes 

3. Business interruption 

4. Human resources 

5. Lack of innovation 

6. Increasing competition 

7. Technology/system failure 

8. Political risk/uncertainties + natural disasters 

9. Injury to workers 

10. Liquidity 

Interestingly, in light of how businesses operate these days, nine of these ten factors are 

influenced by external factors to the organization.  In fact I would suggest that executives 

have control over one issue – injury to workers. The rest are impacted, influenced and 

shaped predominantly by factors outside the business.  

So how does one minimize these business risk concerns? 

It is my belief that the first step to minimizing risk is to look at how executives make 

decisions taking into account that despite the wealth of information that is now available, 

studies are revealing that the quality of decision-making is in fact declining.   

Why is this? 

I suspect that one of the major reasons for poor quality decisions is the lack of good 

analysis as an input into the decision-making process.  We cannot expect executives to 



© Babette Bensoussan 2013  2 

search, read, review, and analyse all the necessary factors to support every decision that 

needs to be made. Yet today good governance requires this of all senior executives and 

directors. 

So how can we improve analysis efforts to increase the quality of decision-making and in 

turn minimizes the risks identified above?   

While much has been written on what constitutes good analysis, little has been written to 

address the failures of analysis – and this is the angle I want to take.  Some of the reasons 

for failure of analysis have varied from the lack of information to psychological and/or 

mental biases that impinge on good analysis and thus in turn good decision-making. 

In this article I would like to put forward that there are only four levels to generating 

effective analysis.  In turn these four levels can either increase or minimize the risk 

inherent in a decision.  

The four levels are: 

1. The individual analyst 

2. The analysis task itself 

3. The organizational context within which the task is conducted, and 

4. The external environment in which the business is ensconced. 

These four levels, and the primary problems associated with each, are illustrated in the 

Table below.  It should be noted that some of the problem factors identified may be 

present across the other levels and I have only listed those most frequently observed in 

each level.   
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Four-Level Hierarchical Model of Analysis Failures1 
 

Level Nature of Problem 

 

Individual Analyst Level Failures 

• Different natural analytical abilities 

• Naturally limited mental capacities 

• Natural motivation 

• Cognitive biases and perceptual 

distortion 

• Insufficient understanding and 

application of analysis tools and 

techniques 

 

Analysis Task Level Failures 

• Part of larger task 

• Task discontinuity 

• Unsatisfactory data inputs 

• Disconnects from decision making 

• Imbalance among key task facets  

 

 

Internal Organizational Level Failures 

• Some decision makers don’t 

understand and appreciate analysis 

• Clients cannot specify their critical 

intelligence needs or questions 

• Under-resourcing the analysis 

function 

• Lack of analysis-specific IT support 

• Lack of thinking time 

• Organizational culture and politics 

• Time and trust 

                                                
1 Fleisher, C.S. and B. Bensoussan (2007). Business and Competitive Analysis: Effective Application of new 

and classic methods. Upper Saddle River, NJ: Pearson Education Inc. 
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• Invisibility and mystery 

• Misconception that everyone can do  

analysis 

 

External Environment Level Failures 

• Growing range of competitive 

factors 

• Complexity and turbulence 

• Data overload 

• Globalization 

• Educational deficiencies 

 

The Individual Analyst 

As you can appreciate there are numerous factors that impact on an individual analyst 

however below are the items identified as most commonly present. 

Different natural analytical abilities:  People rely on a limited set of mental models, have 

preconceptions on issues, and exhibit a wide range of cognitive bias when reviewing 

information. People also think differently.  Some think in a right-brained linear fashion, 

others in a left-brained lateral fashion.   

Naturally limited mental capacities:  The breadth and depth of information facing most 

analysts has become more complicated, complex, and fast moving in recent years. 

Having said that, our brain’s natural ability to effectively process additional information 

has not evolved correspondingly to match this. Despite having better information 

technology systems to assist in the analysis task, we still have to use our brains in the 

same ways as we have always done.   

Natural motivation:  Given a choice between a more difficult and a less difficult task with 

identical outcomes, the majority of people will choose the easier task. Unfortunately this 

approach will probably fail to meet the needs of today’s demanding decision-making 

executives. Analysis is not an easy task.  
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Cognitive biases and perceptual distortion: In spite of the broad range of analytical 

techniques available, decision-making processes are vulnerable to individual cognitive 

biases or “groupthink.” Researchers have identified a variety of common cognitive biases 

that can impact the process of analysis. These include2: 

Estimation Bias - Over or under estimation of the magnitude of future events. 

Escalating Commitment – The commitment of more and more resources such as 

time, effort, data and funds to an idea, course of action, project or program even 

after there is growing evidence that it is failing. 

Groupthink – There is a well documented tendency when making appointments to 

pick ‘people like us’.  This can lead to groupthink where there is an unhealthy 

desire for cohesion and at the extreme end, collusion. This can also occur when a 

group of decision-makers embarks on a poorly determined course of action 

without thoroughly questioning the underlying assumptions of the decision. This 

is most prevalent in organizations with entrenched leadership, engrained cultures 

and senior executives who dislike being challenged.   

Illusion of Control – An individual with misplaced confidence in his or her ability 

to “always get it right” and to control things.  Often found among senior 

executives who have been fortunate enough to get it right so far.  Illusion and 

groupthink are common bed-fellows.  

The Prior Hypothesis Bias – Beliefs about the relationships between variables, 

even when presented with contradictory analytical evidence.  Individuals prone to 

this bias use data only when it confirms their beliefs while ignoring data which 

does not.  This is also known as the Confirmation Bias and explains why it is 

difficult to change people’s beliefs.  It also explains why we are left blind to that 

which we ignore, as we are only tuned in to certain aspects of the environment. 

                                                
2 2 Fleisher, C.S. and B. Bensoussan (2007). Business and Competitive Analysis: Effective Application of 

new and classic methods. Upper Saddle River, NJ: Pearson Education Inc. 
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Reasoning by Analogy – Individuals will use simple analogies to make sense out 

of challenging problems. Oversimplifying complex problems is dangerous and 

can mislead an executive to offer a detrimental judgment. 

Representativeness – A bias that violates statistical law in individuals who tend to 

generalize from small samples to explain larger phenomena.  Analysts are at risk 

of this when they hear from one or two influential individuals that an incident or 

action is taking place and they immediately accept this as truth without further 

investigation. 

Knowing these biases exist can help us actively manage against them and this is 

important because unchecked biases are risk enhancing and bad for any business. 

Insufficient understanding and application of analysis tools and techniques:  Studies on 

the use of analysis tools and techniques by business practitioners have consistently 

demonstrated that individuals will use only a very limited set of tools and techniques, 

usually those they know the best and have previously applied with some perceived 

success.  This is called “tool rut”.  Even when someone is willing to acquire and use 

different tools and techniques, they often lack the knowledge, understanding and 

experience to apply it effectively.  It is no surprise therefore, that most individuals will 

stick to the safe and well worn path of familiarity. 

The Analysis Itself  

The factors associated with the task itself can be responsible for numerous performance 

problems: 

Being part of a larger task: Analysis is part of a larger number of processes that impacts 

an organisation’s risk management and decision-making processes.  I have observed 

many times where the analysis process was short circuited in favour of other activities, 

while researchers have found that more time is spent in data collection and gathering than 

in the interpretation of the information to support the decision at hand. 

Task Discontinuity:  Most businesses do not have the patience or the plans to help 

analysts obtain learning curve benefits of depth, breadth and length of experience.  
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Understanding an industry, the players, and the dynamics takes time and effort and far 

too often this knowledge either walks out the door or is promoted out to another role. 

Unsatisfactory data inputs:  This can best be expressed by the term GIGO – garbage in, 

garbage out.  Convenience based data gathering such as Googling is the arch enemy of 

risk minimization and effective analysis. 

Disconnects from decision-making:  Analysts do not make organizational decisions.  

Decision makers do.  So unless there is a genuine collaboration, and a significant degree 

of mutual trust and understanding, there is little reason for executives to rely on the 

analysis provided. 

Imbalance among key tasks:  There needs to be a balance between the many areas 

involved in the analytical process which can range from client input to information 

collection to choosing an appropriate tool to reporting and so on. Actual practice versus 

industry best practice indicates the following: 

        Best  Actual 

Structuring the Process (including client input)  10%  20% 

Data Gathering      20%  60% 

Analysis       15%  10% 

Insights       20%  5% 

Communication      15%  <5% 

Convincing the Audience     20%  <5% 

The Internal Organisation  

Some of the issues here are self-evident and include: 

Decision makers don’t understand nor appreciate the analysis. 

Clients can not specify their needs or questions:  The first step in any analysis process 

requires a clearly articulated need.  Sadly this is not as easy as it sounds as most decision 

makers have difficulty in explaining the situation they are facing. 
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Under resourcing the analysis function: Executives typically allocate financial and 

human resources based on expected returns on investment.  Putting a calculation on the 

expected benefits of analysis has typically eluded most managers. 

 Lack of analysis-specific IT support 

Lack of thinking time 

Organisational culture and politics: When a culture exists where the deliverers of “bad” 

or undesirable news are punished, there is little motivation to continue to deliver insights.  

In the end, analysts will seek more enlightened organizations with cognitive biases and 

task discontinuity maintaining a stronghold in the organisation. 

Time and trust 

Invisibility and mystery:  Most analysis work is in the background of an oganisation.  

They are not seen as being on the ‘front line’ with customers and as their work is part of 

the larger research related processes, they are rarely singled out for attention.  See also 

Task Discontinuity. 

Misconception that everyone can do analysis:  Most people do not recognize the 

difference between the process of analysis and their everyday ability to think and connect 

the dots.  Everyday thinking is not analysis.  It requires special skills and a differentiated 

form of thinking.  Look at the Individual Analyst level again. 

The External Environment  

The major environmental factors contributing to unfavourable outcomes are self-evident 

and include: 

- a growing range of competitive factors 

- complexity and turbulence in the competitive environment 

- data overload 

- globalization and the impact of social media 

- educational deficiences 
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So how do you overcome these barriers, improve analysis and minimize risk behaviour?  

The following might help: 

1. Ask the right questions - Decision makers will often ask for the wrong 

information and will then have difficulty in making sense of the outputs they 

receive.  

2. Build teams with diverse skills and mindsets. The competencies, skills and 

capabilities of an analyst can be measured, and what can be measured can be both 

managed and improved.  Best practices in the analytic field need to be identified 

and emulated. 

3. Provide empowerment.  Create a culture that allows healthy disagreement to 

generate business rigour. This means giving people the opportunity to fail and to 

demonstrate that they have learned from these undesirable experiences. This 

opportunity leads to the development of shared trust and where there is shared 

trust, inputs into decision-making are at their most effective.  

4. Think critically, sourcing a wide variety of information while providing the right 

tools – The tools of the craft include analytic applications, proper data inputs, 

access to sources, time to think, enabling technology, the open door of their 

organizational colleagues, clearly articulated questions and so on.   

5. Focus on the best outcome rather than being right or knowing the answers 

6. Whenever you feel uncomfortable, actively check which personal bias is present. 

7. Recognise the value of analysis – even if the benefits and value of the process 

cannot be easily quantified by existing performance measurement systems, 

executives need to realize that effective analysis cannot be achieved through 

“quick fixes” or by the introduction of new software or hardware applications.  

Note - a computer still cannot understand your question or decision at hand nor 

can it interpret supporting material. 

8. The value of analysis comes from the insight it provides decision-makers, which 

ultimately benefits their enterprise.  
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Analysis is a critical component in aiding executives in their decision-making and in 

minimizing the impact of business risk concerns.  

Done well, analysis and the insights developed from it, helps the organization to reduce 

its risk level in dealing with both threats and opportunities that exist outside. The absence 

of effective analysis will produce little insight to underlying key decisions. Without a 

good analysis capability, an enterprise is increasingly vulnerable to attack and will miss 

profitable opportunities in the dynamic, globalized world economy. 
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