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A Decision-Making Process
Background

Decisions. Do we ever work on a project that doesn’t require decision-making? Do we ever work on a project without noting that often, deadlines are compromised because the client can’t make a decision?

A central theme in every project is making decisions. Have you ever asked a client, “How do you make decisions? What is your process?” Don’t. They may be embarrassed if they do not have a formal decision-making process. Just use the decision-making procedure documented here.

History

This decision-making process was used for a client embroiled in a huge political battle over whether to select IBM or Digital for their systems platform, circa 1985. IBM and Digital discussions had all of the cordiality expected of fierce rivals. The project stalled until the project team could present a consensus decision to management regarding the best hardware platform.

Usually our role as consultants is to bring additional subject matter expertise to discussions. In this case, though, the consultant knew less about the subject than most of the client team. Members in each camp could, and would, quote esoteric details about their candidate and its superiority over the rival. The project manager’s task was to get the team to a decision.

The decision-making process we developed evolved from that decision. The methodology is nothing radical or new. It outlines a process. By having a process and following the process, the project team came up with an answer that all of the team members bought into. Their decision is not important, although in this example they picked Digital. Significantly, the IBM proponents made the presentation to management of “why we picked Digital”! They reported the results of the process and agreed that the decision was the best decision based on the process that was followed.

This process has subsequently been used in several client projects, and it was documented in an article published in Management Accounting (Author: Don Swann, Partner, Deloitte).

Basics

A. Define Decision

A decision is “a choice from among two or more options.” Therefore, the first step in making a decision is to define what we are deciding. Generating a lot of facts and opinions about consequences and possible outcomes is a waste of time until you define the decision you are making.

B. Define the Options

The decision process entails picking of the best option. Best is a relative term. Sometimes the options are “rock” or “hard place.” (In this case, it makes sense to generate more options.) However, no option is perfect—each option is better or worse than the other option in some regard. That is why decision-making is hard: “Option A is better than option B for this reason, but option B is better than option A for this other reason.”

C. Define Criteria

What does this decision affect? Cost? Time? Improvements? User performance? Training time? Risk? Define the specific criteria that this decision affects.

D. Define Criteria Weight

Are all criteria equally important? Is cost more important than risk? How do you weight the decision criteria? Try using a scale of 100, used as a surrogate for dollars or other monetary units. For example, the criterion “risk” has a maximum potential of costing us $20 million if this decision turns out really bad. That is the biggest dollar number in the decision. Therefore, the criterion “risk” has a criterion weight of 100. “Training Cost” could be as small as zero, and as high as $5 million, depending on the option chosen. This criterion has 25% the potential impact of “Risk,” so the criterion weight for “Training Cost” is 25% × 100 = 25.

There are several ways to get consensus on criterion weight. One is to present a straw man suggestion, then negotiate each weight up or down within the team. Another approach is to allow each team member to assign the weights he/she believes are appropriate on his/her score sheet. (Do this in a workshop environment, and do not allow participants to “back into” criterion weights that support their pet answer. Set criterion weights as Step C in the process, and prevent participants from “managing” the weights to support their pet option.)

E. Define “Fit” Ratings

Each option does a better or worse job of satisfying a specific decision criterion than other options. For example, Option A has the lowest implementation cost. Option B has the highest implementation cost. Therefore, for the criterion “Implementation Cost,” Option A has a better “Fit” than option B.

There are several approaches for “fit” ratings. One is to force rank all options from “best fit” to “worst fit” using a numeric ranking. Another is to establish “best fit” as a 10, then scale other “fit” ratings downward. Again, dollars or other monetary units are good surrogates for ratings points. For example, Option A has a $10 million implementation cost. This is the least cost of all the options. So, we give it a 10 rating (“best” fit) for the criterion “Implementation Cost.” Option B has an implementation cost of $20 million. We rate it only a 5 (for “fit”) for the criterion “Implementation Cost.”

There are several ways to gain consensus on “fit” ratings. One approach is to have each individual rate the “fit" then talk through as a group what the range is and why the “high” and the “low” raters came up with the numbers they offered. The team can then come up with a consensus fit rate.

Again, you can have each individual leave their own “fit” scores on their score sheet, and compute the final answer based on the fit scores on the individual sheets. (Control the process so that no one “backs into” his or her pet solution.)

F. “Score” Each Option

The “score” for an option is the sum of criterion weight times fit rating. The objective of the “score” is to decide which option has the best fit for the most important criteria. The highest scoring option is the front-runner.

G. Improve the Options

The first time through the process, the two best options are still going to be unacceptable. There will be one or two criterion where the “best” option is just ugly. “Yes, option A is the lowest cost, has the most features, and goes in the quickest, but the name of the product in French is a word not usable in polite company.” Go to the criterion where the “best” option is weakest, and create a new option that improves the “fit” score (or decreases the criterion weight) for that criterion. (e.g., “let’s call the product by another name in France.”)

H. Present the Team’s Choice to Management

Document the discussion, the weights and ratings, and define the final option completely. Obtain head nods from the decision team that the best option has been selected. Ideally, chose the biggest opponent of the selected option to present to Management how the team made the decision.

Strategic and Tactical Criteria

The decision criteria need to include strategic and tactical criteria. For example, the technicians will consider “feature fit” as the only relevant criterion. The higher placed decision-makers are more likely to consider strategic criteria. Both types of criteria need to be in the process.

Sometimes, “what the boss wants” is the number one criterion. If that is the real world, then add that to the decision matrix. If the option the boss wants is otherwise not the best, have the team present the decision along with its perspective of why the boss favors a specific option, and reflect the boss’s bias in the decision matrix. For example, if the boss has stated that his vision is to be an SAP ERP shop, then put a criterion in the process for “Alignment with Strategic Vision.” If the boss had a terrible experience with a specific vendor in the past, include a criterion for “Historical Vendor Performance.” By getting the political issues on the table in the form of decision criteria, we can assign them appropriate weights and include them in the decision.

Dealing with Uncertainty

The option recommended will not be perfect. Some will vote to do additional studies, extra user polling, and more benchmark analyses to get more data and be more certain of the decision. It may be necessary to do some sensitivity analyses using the decision matrix. (“OK, what if Option A costs $5 million more than we estimated? How would it score under those circumstances? Look at the new numbers. As long as the cost of Option A does not increase more than $8 million, it is still the best fit.”) By assigning objective values to the decision criteria and fit ratings, we form an objective basis for discussing the “what if” impact of alternative views.

A year after the decision has been made things may be different. A marketplace turns sour; a key individual leaves the organization; a vendor is sold, merged, discredited. Things change. The decision made a year ago may not have been the best after all. But by documenting the criteria, weights, and fit, the decision team can clearly define the basis for their decision and can understand how to adjust the decision process going forward.

Sample Spreadsheet

The corresponding Microsoft Excel spreadsheet has a page for each step in the process. A sample decision has been defined to demonstrate the process.
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