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“NeuroCognitive and Behavioural Approach”
Three Drivers of the Car Called “Brain”

Neocortex:
Rational or Thinking Brain

Limbic Brain:
Emotional or Feeling Brain

Reptilian Brain:
Instinctual or Dinosaur
Brain

2-3 mill. yr. old (“New Kid on The Block”)
Conscious decisions, abstract thinking
Cultural biases

Makes us sentient, intelligent individuals

150 mill. yr. old

Psychological and some physiological biases
Creates individuality in us

Makes us social beings (like primates)

500 mill. yr. old

Evolutionary (physiological) biases
Survival instincts

Makes us adaptable animals




Behavioural Business

DECISIONS and ACTIONS Based On Built-In Drivers of Human Information Processing and Responses

O CognitiveFiers and Biases )

Physiological coding

Psychological coding .
' ' Cultural coding

BEBEacechavwioural Ecomnommics

Physiological Codes: Mostly Cultural Codes: Develop as we Behavioural Economics: Takes
programmed into us during grow into, and adapt to, our all this coding into account for
evolution, to ensure survival wider environment better business predictions

Psychological Codes: Develop Cognitive Biases: Sum total of all Behavioural Business: Better
as we grow up, influenced by coding, but usually in a non - decisions, communication and
our immediate environment differentiated, “integrated” way actions - based on all of this




Cognitive Biases

SYSTEM 1 SYSTEM 2
They are... First Reactions Thinking
Individual

2. Hard to see @ e
3. Mostly useful » )
4. Impossible to eliminate ‘mouiive Reflecthe

Little / No Effort Effortful

Emotional Analytical

N ote: Source: Daniel Kahneman

* Impossible to define “the Bias” responsible
* Not all bad decisions are due to biases



Eliminating the effect of cognitive traps — WHY?

* McKinsey study of 1048 decisions — success measured by revenue,
profitability, market share and productivity increase

* Percentage contribution to decision success:

Industry/company variables —eg,
number of investment opportunities,
capital availability, predictability of
consumer tastes, availability of resources
to implement decision

Quantity and detail of analysis

performed—eg, detailed financial
madeling, sensitivity analysis, analysis of
financial reaction of markets

Eliminating the effect of
decision making
cognitive traps

Quality of process to exploit
analysis and reach decision—eg,

senior leader's point of view, allowing
participation in discussion by skill and
experience rather than by rank

explicit exploration of major uncertainties,
inclusion of perspectives that contradict




9 Decision Making Traps — Prof. Sibony’s Methodology

1. Story telling

2. Imitation
. Intuition
(Ove rco nﬂd@

Inertia

. Risk perception

. Time horizon

. Groupthink

. Conflict of interest

D
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Decision Making Trap #4

“Overconfidence”

* Own ability overestimation
* Planning fallacy (optimism)

- ke * Precision overconfidence
93% Of us thmk \WEHCIE| . competitive ignorance

i
above average =dr|vers » Leadership bias (action bias without

Y Q1 JRBRERA il solid decision first)

1B e Control bias (optimistic about
uncontrollable items)




Role of the Leader

From “Lead and Decide” to...

YOUREABDUTTD MAKE
A TERRIBLE
M | STA K E I — Lead and be prepared to decide

_— — Conduct “Decision Making Orchestra”

d What You Can Do to Fight Them

TTTT

OLIVIER SIBONY

—> Create Strategic Decision Architecture
- Use the “40 Yes/No” template




Business Challenge: Building a Decision Architecture
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C. Create the right

environment

D. Start using your
tools



Your “Architecture Development Template”

A) Dialogue - 10 Yes/No questions 4 Simple, h
B) Divergence - 12 Yes/No questions 40-question

C) Environment -12 Yes/No questions i template

D) Tools - 6 Yes/No questions _ \ from /

\/ CodeBreakers



HR challenge — from player to conductor...

1.

How to select potential future
leaders, capable of making the
change?

How to define in advance, and
spot in time, the “change
point”?

How to help leaders make the
change?

How to embed the new
approach in the organization?

How to ensure you do it right?



If you'd like to learn more, you are invited to...

WWW.SEED-UNI.COM

Join our
classes!

SEED
ONLINE MASTERCLASSES

MASTERING
DECISION MAKING

With the First Behavioural Business Toolkit

..
-

¥ From November 13, 2020

o

Live course by

Sandy Vaci
SEED Faculty




Recap and THANK YOU

* From Behavioural Economics to Behavioural Business

* 3 levels of coding, 9 cognitive decision making traps

* Create a strategic decision architecture — “40 yes/no” template
 Special HR challenges — shifting role of executives

* For more information:

INFO@CODEBREAKERS.CO.HU WWW.SEED-UNI.COM

CodeBreakers™ SEED

SCHOOL FOR EXECUTIVE
EDUCATION AND DEVELOPMENT




