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Wise leaders make bettemd smarter decisions
with more sustainabl®utcomes,n a risky,
uncertain environment.

Transcending biases

Embracing ambiguity and complexity Accomplished Z%Sﬁéitr?wléﬁltlzlla
Takingpragmatic actions Overcoming biases custainable y
In a contextsensitive way Viable in the short and enhancing

Adapting a broader societhicaland term insights

environmental perspective.

commercial Reasonable Responsible

The aim is to create and preserve organizational
shared value, conform to a wetlefined and
communcated organizationalision andpurpose.

Smart leaders become wise when they address the
dilemmas of modern business in a holistic way.

Not only do wise leaders create and capture vital economic

value they also build more sustainableand legitimate-
organizations.

*(1969), The Age of Discontinuity, New York, Harper Collins
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Foreword
By Preety Kumar

Member of the Amrop Executive Board

An ambiguous, complex business environment. A
world more interconnected than at any point in
history. A society switchedn 24/7 to corporate
misdemeanors. The life of a leader has never been
tougher. And despitéhe best efforts of maw, trustin
comporate leadership remainsorryinglyfragile.

Almost 70% of observers perceive an over-focus on short-term
financial results, according to the 2016 Edelman Trust
Barometer, and there is a misalignment of CEO focus with
what the general population considers most important.

Every day, we meet senior executives facing gray and often
challenging social, environmental and ethical dilemmas,
striving to ‘do the right thing’ in challenging and fast-evolving
markets, facing acute internal and external scrutiny. As a
leader, you likely do your utmost to make reasonable decisions.
Wherever possible, you deploy processes to minimize thinking
errors or bias. You take care to tread the path between
confidence and hubris. You strive to back up your intuition with
analysis. Already pretty self-aware, you are open to learning
more. You are perseverant and innovative, you have grit and
gravitas. Thanks to these qualities, you consistently capture
value for shareholders and stakeholders.

In short, you are a smart decision-maker.

Now let's raise the bar. In your personal leadership, to what
extent do you consider non-financial goals, values, ethical,
societal or ecological factors in your decision-making? How
often do you step back to reflect on your experience, or dig
deep to find compassion for other stakeholders? What personal
mission or ethical frameworks act as your True North? In your
leadership style and career decisions, to what extent are you
motivated by virtue over value, and how do you reconcile the
tensions in core paradoxes such as this? In terms of your
decision-making hygiene factors, how do you keep your engine
healthy? How proactively do you seek feedback, or engineer
time for personal mindfulness practices?

These are just some of the vital signs of wise decision-making.

As a business leader (and indeed as an organization), why
should this matter? Increasing evidence suggests that whilst
smart decision-making is critical to create and capture
economic value, (and a pre-condition for wise decision-making)
it is unlikely to equip leaders and organizations to deal with
today’s complex business circumstances or, ultimately, earn
the legitimacy to operate.

Smart leaders turn into wise leaders when they help
themselves and others to holistically address and resolve the
difficult socio-ethical dilemmas we all face in business.

There is a compellingpusiness case for wise
decisioamaking, and the spotlight is on.

In compiling its 2016 list of the world’s 100 best-performing
CEQ’s, the Harvard Business Review for the first time took
Environmental, Social and Corporate Governance (ESG)
ratings into account. Elsewhere, a recent study?! suggests that
highly “principled’ CEO’s resoundingly outperform their “self-
focused” peers: CEOs whose employees marked them highly
on character achieved an average Return on Assets of 9.35%
over a 2-year period - nearly 5 times as much as CEOs with
low character ratings. On the downside, it’s been suggested
that reputation loss can outweigh combined legal penalties
by a factor of 3-52.

This Amrop report has been conceived to support the journey
from smart to wise leadership.

Step by step to more sustainable
performance | A User Guide tthe study

Focusing on factors over which leaders can exercise some
control, we present 3 pillars of Wise Decision Making; Self
Leadership, Motivational Drivers, and Hygiene Factors. All are
drilled down into a clear set of indicators. In this report, you
will find not only concepts and data, but a framework of
practical tools and steps. The purpose is to stimulate
responsible decisions that will help steer you and your
organization from short-term profitability to sustainable
performance — step by step.

In the full Amrop report, you will:

C  Discover the areas in which your c-suite peers are most
challenged in terms of wise decision-making

C  Gauge your own propensity for wise decision-making

C Pinpoint avenues for personal development and
executive coaching to make wise(r) decisions

C Identify ways to carry these concepts and tools through
to your teams, board, and beyond.

The report wraps up with two dashboards. Firstly, a round up
for individual leaders, with key questions and tools. Secondly,
key questions for Boards and leadership talent strategists.

We wish you an inspiring journey!

Preety Kumar
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Executive Summary

More than ever, organizations and society need
wise leaders. People who are not just commerciall
accomplished or cognitively smart, buho make
responsible decisions and resolve ethical dilemmas
addressing sociecologcal challenges in a holistic
way.

And yet, as trust in leaders remains fragile, how big
is the gap between aspiration and performance?

Unconscious biases, values and bela&fsffect our
decisions. &, too, do pressures from ooperating
context, oganizationabovernance mechanismsd
processes. This research focuses on fadtaders
can do something abouifactors within our scope
of control that we can learn tdevelop over time.
Mastering these better will, we arguenprove our
individual popensity to make wise(r) decisions.

3 Pillars of wise Decision making

03

HYGIENES

01

SELF

02

MOTIVATIONAL
DRIVERS

LEADERSHIP

WISE DECISION-MAKING bMETHODOLOGY

Between Q4 2016 and Q1 2017, 36%ecutives
residing in all regions of the world and representin
all majorbusinesssectors completed a confidentia

online survey. 94% held posts atdDite level or

above. 75%of their organizationsad offtes in
more than one country, 81% had ambitions t
expand internationally.

To avoid bias in responses, neither the survg
intodwct i on nor its quest
and it was emphasized that for most question
there was no Cswérg

Several items are drawn froreviouslyvalidaed

researchandreferenced in thé-ullReport We are
particularly indebted té\lves et al., 2014), Ardelt
(2003), Chen et al., Rovi&aTrias De Bes, (2004)

Soll, et al., (2015), Magnien et al., @22, Meyer&
Meijers, (2008).

Scope

The research framework (and repoid)assess
individual wise leadershipharacteristicare
organizedalong3 pillars:

Self Leadership:how leaders exercise self
governance

Motivational Drivers: what drivesl e a dckoices ¢
Hygienes: how leadersnourish their decisicmaking
Chealth. ¢

Tools andGuidance

Thefull Amropreport (www.amrop.comygontainsdefinitions of conceptsndicatorsfull data,insights and
toolkitsto help leaders identifyavenues forpersonal development, coaching aadreer planningand to help
boards andleadershiptalent strategists identifyneasuresn terms oforganizationastrategy,(organizational
purpose, culture, and board governandeadershiptalent develgpmen and operaional processes
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Dr. Peter Verhezen is Adjunct Professor for Governance and Ethical Leadership at the Melbourne
Business School (Australia) and Visiting Professor for Business in Emerging Badietyy and
Sustainability at the University of Antwerp and Antwerp Managi@n$chool (Belgium). As Principal of
Verhezen & Associates Ltd. and Senior Consultant in Governance at the International Finance

Corporation (World Bank) in Asia Pacific, Peteisaed boards and top executives on governance, risk
management and respondileadership. He is the author of a number of articles and baokise
domain Peter is working closely with the Amrop Editorial Board idétgelopment,explorationand
implementation of wise decisioamaking

Setting the Scené€

So often, seemingly accomplished leaders make terrible

decisions. Overconfidence, unconscious biases* and decision-
judgment noise® can lie at their root. Fortunately, many

techniques can help executives to make smarter

decisions. From mindfulness training to disciplined

5 WISE DECISION-MAKING | AMROP



