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Taking the right decisions has always been key for the
success of organizations. If we look back, intuition and
experience were the most important factors in decision-
Furkan Erikci MSc making. However, nowadays an enormous amount of data

is a senior manager in the Technology

Suite at KPMG Advisory NL. is being produced. Organizations can easily obtain that
data but still struggle to implement data-driven decision-
making in their daily operations. Organizations that are
able to use data in their decisions, are significantly
= W outperforming those that are not. In this article we try to
TN Ckélgsigigoi;t;;;fechnology answer the question why some organizations find it
difficult to adopt data in their decision-making process,
and we take away the typical concerns of organizations.

INTRODUCTION

We live in a time where data is becoming increasingly
important as we are getting better in capturing and
utilizing the enormous amount of data that is gener-
ated by everything we do. This leads to more accurate
decision-making as we are able to better predict what
will happen than ever before using the abundance of
available data. Examples are numerous: the health care
industry is able to predict sickness and success rates of
treatments, the retail industry can better market their
products, banks can more accurately predict fraud, and
supply chain departments are able to constantly monitor
how many products are needed when and where.

However, despite the fact that the benefits of data-driven
decision making are evident and easy to understand, a
multitude of organizations still struggle to embed simple
data-driven decision makingin their day-to-day practice
as the capabilities needed to enable this are seen as unob-
tainable. In this article we explain the importance of
data-driven decision making and we elaborate on how a
typical organization can easily adopt simple data-driven
decision making by utilizing technology that is readily
available.

Before we turn to how an organization can implement
this type of decision making we will elaborate on the
idea of data-driven decision makingitself and we will
describe what has caused the emergence of this manage-
rial style. Next, we will explain how an organization can
benefit from it and lastly, we will give practical advice on
how KPMG, with the help of Microsoft technology, can
assist in the transition from intuition to logic.
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WHAT IS DATA-DRIVEN DECISION MAKING?

So what is data-driven decision making? As the name sug-
gests, this type of decision making is based on actual data
rather than on intuition or observation. It uses facts, met-
rics and other data to steer strategic choices that align with
an organization’s goals, objectives and initiatives. This

of course contrasts with basing decisions on gut feeling,
simple observation or personal experience. Data-driven
decision making quantifies and objectifies the rationale
behind a decision. This does not only enable an organiza-
tion to make a better choice; it also helps with analyzing
the results of that decision afterwards.

The interest for this type of decision making has dramat-
ically increased. According to a global survey held by the
Business Application Research Center ((BARC]), answered
by over 700 organizations, 50% of organizations agree
that data is critical for decision-making and should be
created as an asset in their organization, and two-thirds
believe it will be in the future. However, only one-third of
enterprises currently use data in their decision-making
even though almost all organizations expect to do soin
the nearby future. Interestingly, there is also a difference
between high-performing organizations and laggards, as
the best-in class organizations base their decisions up to
30% less on intuition and gut feeling. The results of this
global survey perfectly describe the paradox between
organizations understanding the need for data-driven
decision making and the inability to actually implement
thisin their organization.

Before we dive further into the concept of data-driven
decision making it is important to stress the fact that data
does not replace the intuition or experience of a manager.
They co-exist and can be seen as two sides of the same coin,
as the quality of the manager s still of critical importance
to form a decision. What data-driven decision making
does, is providing managers with a foundation to base their
decision on. Sometimes this strengthens the beliefs of the
manager, and sometimes it goes straight against it. Either
way, the manager plays a crucial role in making the final
decision. Moreover, for those decisions for which little
quantitative data exist, the decisions based on intuition and
experience still outperform purely data-driven choices.

Data-driven decision making follows the five phases
that are shown in Figure 1. It all starts with defining a
data-driven strategy that is carried across the organiza-
tion. Next, the key areas in which data-driven decision

Figure 1. Process of data-driven decision making.
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making can bring the most benefit should be identified to
have a clear focus. An organization can then pinpoint the
target data that isneeded to form a data-based choice. The
next step is to actually collect and analyze the data that
was identified and finally, an organization should form a
decision based on the analysis.

As can be seen, data-driven decision making starts with
a strategic choice and should be an integral part of the
business process to make it a success. It starts top-down
but to fully embed this type of decision making in an
organization, the benefits need to be clear in the entire
organization, as all layers play a role in the process.

Why should an organization define a strategy where data-
driven decision makingis at the heart of the business?
That is the question we will answer in the next section.

WHY ORGANIZATIONS WILL BENEFIT
FROM DATA-DRIVEN DECISION MAKING

Earlier, we already gave a few examples on how data-
driven decision making enables organizations to better
predict the future such as the more precise prognosis of
success rates of treatments or the increased accuracy of
the prediction of fraud. Using data insights, it becomes
possible to make more informed decisions that will in
turn lead to a better performance. Moreover, basing your
decisions on data also ensures that management reports
and day-to-day operations rely on a stable and non-subjec-
tive basis. More generally speaking, data-driven decision
making has a positive impact on the five pillars that are
depicted in Figure 2.

1. Greater transparency

The first benefit of data-driven decision making is the
increase in transparency and accountability. Because
datais objectifiable, internal and external stakeholders
can understand why decisions are made and the organ-
ization as a whole becomes more transparent. For an
organization, this means that their strategy becomes
easier to explain making sure alle stakeholders are on
board. Another benefit of the use of data that can be
objectified is that it helps with communication between
departments as there is one source of truth which fosters
collaboration. Moreover, threats and risks can be identi-
fied earlier, and the morale of employees is promoted as
they can easily see the outcome of their work.

Data-driven decision making also increases the account-
ability as the data can be accessed during and after the
decision is formed. This helps with internal and external
audits and personal liability concerns are largely miti-
gated.
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Figure 2. Impact pillars of data-driven decision making.

2. Continuous improvement

Another advantage of data-based decision management
isthatit canlead to continuous improvement. As the
amount of data increases and the technology to analyze
that data becomes more and more available, the accuracy
of the decision gets better over time. Also, because this
type of decision making is not reliant on the knowledge
or skill level of managers, it is easier to scale up and rap-
idly implement decisions as more data becomes available.

3. Analytic insights

Data-based decision making helps with solving complex
problems as it enables management to test different
scenarios and compare outcomes. It also speeds up the
decision-making process as the analysisis done automat-
ically. An organization can use real-time data and past
data patterns to get valuable analytical insights that sig-
nificantly increases the performance of the organization.

4. Clear feedback

Another advantage of data-driven decision making is
that it ensures a feedback loop. It helps to do research into
what is supposed to happen and what is not, making sure
the organization is able to formulate new products and
market them, as well as assist in setting up a collections
strategy for example. This also means that trends can be
identified even before they occur. Using historical data,
an organization can predict what will happen in the

future or what they need to adjust for better performance.

This can help to maintain a good relationship with cus-
tomers as an organization can introduce new products
that constantly meet their changing preference.

Compact 2021 3

5. Enhanced consistency

Lastly, embedding data-based decision making in your
organization will help consistency over time. As people
within the organization know how decisions are formed,
they can reproduce and take actions accordingly to sim-
ulate and improve the outcome. If the entire workforce
isinvolved in the process around the data-based organ-
ization, it will drive consistency even further as their
skills are trained as well as their ability to work with data
increases.

The five pillars that are positively impacted by data-
driven decision making enable a typical organization

to form better decisions that are more robust and can be
replicated or adjusted as time progresses. It is important
to note that a data-based strategy is not only for tech-
savvy organizations, but can be used in all organizations.
It can simplify and speed up the processes concerning all
types of decisions. There are plenty of examples of where
a typical organization can benefit from data-driven deci-
sion. Think of forecasting your cashflow using historical
data on when customers pay their invoice. Customer
payment data can also be used to adjust your collections
strategy or payment terms. A typical organization can
also use data to set the correct price of products based on
marginal revenue figures, or they can analyze what their
marketing budget should be based on brand awareness.
The examples are countless and with the development
and increased availability of business intelligence
software, organizations without deep-rooted technical
expertise are able to analyze and extract insights from
their own data. This means that every organization can
produce reports, trends, visualizations and insights that
facilitate their decision-making process.

A data-based strategy is

not only for tech-savvy
organizations, but can be

used in all organizations
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HOW YOU CAN ENABLE DATA-DRIVEN
DECISION MAKING

In the previous sections we explained why the imple-
mentation of data-driven decision making became a

top priority for many managers in all kinds of sectors
and industries. The benefits are evident and seem eas-

ily obtainable. However, numerous organizations still
struggle to embed simple data-driven decision makingin
their organization. In this section we will explain how
you can enable this type of decision making with the use
of existing technology and the right mindset.

Earlier we identified five steps in the process to reach
data-driven decision making. The first three blocks

relate to the organization’s strategic choice to start the
process and to think of areas and data that are necessary
to form the decisions that are backed by data. Usually,
organizations do not find it difficult to complete those
first steps. The challenges arise in the last two steps that
are highlighted in Figure 3, where the actual analysis and
decision-making takes place, which is what we fill focus
on in this section.

The collect & analyze step refers to, as the name already
suggests, not only the collection of data but also the
visualization of that data to make it understandable and
relatable. Building this kind of capability on your own,
especially for a mid-size organization with a focus on
other core activities, can be very complex, which is the
exact reason why those organizations choose to not go
down that road. However, as we already implied before,
existing technology can be leveraged to effectively and
quickly implement and scale up data-driven decision
making. KPMG, in combination with the capabilities of
Microsoft Dynamics 365, can help with that transition.

Dynamics 365 is a combination of interconnected sys-
tems that combine CRM and ERP capabilities using mod-
ular applications. It offers an integrated solution in which
all your data, business logic and processes are stored.
This means that, instead of having siloed functions with
separate databases, all capabilities are integrated and

can leverage on the underlying common data model.
Dynamics 365 offers, on top of this, out of the box reports
using PowerBI that can be used as a basis for data-driven
decision making. It for example enables you to identify
people that are most likely to buy based on customer
profiles; it can be used for connected field service uti-
lizing Internet of Things; or allows you to adjust your

Figure 3. Enabling the process of data-driven decision making.
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collections strategy based on customer payment data. As
mentioned earlier, thisis all standard functionality and
isreadily available to everyone.

Although the possibilities are endless, KPMG suggests
starting small with quick wins that prove the benefits of
data-driven decision making within your organization.
This also allows for a simple introduction without imme-
diately diving into unexplored functionality.

One of the key areas that can immediately profit from
data-driven decision makingis an organization’s finance
process. An organization typically already collects all
customer, vendor, bank and other data in their finance
system. This data, when used right, can immediately

be leveraged to improve your decision-making when it
comes to questions like: what is my cashflow forecast? Or
how should I set my prices to generate the most reve-
nue? These kinds of questions can be easily answered by
Microsoft Dynamics 365 for Finance using out of the box
reports and even a machine-learning functionality to for
example accurately predict your cashflow. It is also pos-
sible to run various forecasts on your budget or project
to determine the perfect rate for your employees. For an
organization whose focus is not primarily on business
intelligence, this means that they can still leverage on
sophisticated tools that aid in decision-making therefore
increasing their accuracy and in turn their performance.
Aswe saw earlier, organizations that are able to imple-
ment data-driven decision making, perform significantly
better and Microsoft D365 is one of the tools that can be
used to get started with this way of working.

Until now, we primarily focused on the most important
drivers of the implementation of data-driven decision
making, such as the tooling and the strategy. However,
there are other factors that we cannot neglect. One of those
isthe trust that an organization needs to have in their
data.In 2016, KPMG International commissioned Forrester
Consulting to examine the status of trust in Data and
Analytics by exploring organizations’ capabilities across
four Anchors of Trust: Quality, Effectiveness, Integrity, and
Resilience. A total of 2,165 decision makers representing
organizations from around the world participated in the
survey. The study showed that, on average, only 40 percent
of executives have confidence in the insights they receive
from their data. This means that even though the capabil-
ities are within reach, organizations still find it difficult to
trust the results of a data-driven approach. This is usually
caused by data that is cluttered and of poor quality. KPMG
assists organizations with getting their data clean and
clear by analyzing the four Anchors of Trust. As we like to
say, there are no decisions without Trusted Analytics. After
analyzing an organization, KPMG is able to detect the data
flaws and how to solve them. By building an organization



data model from the ground up, data-driven decision mak-
ing becomes trustworthy, effective, and easy to use.

In addition, embedding data-driven decision making can
also be challenging as people and processes within the
organization might need to change. As mentioned earlier,
an organization should start the implementation top-
down as it shows the involvement and support of man-
agement. To make sure that this support is carried across
the entire organization, it is important to then focus on
quick wins and the easier part of the implementation. If
needed, KPMG can assist with this transition. Combining
the experience gained from working across thousands

of functional transformations, KPMG created an imple-
mentation methodology called Powered Enterprise that
follows the leading practices of all those transformations,
using the latest technologies. It offers fully re-designed
business functions, operating models and processes

that can be accessed straight away. This shortens the
implementation time and offers out of the box solutions,
making sure that your organization can implement data-
driven decision making as efficient as possible.

CONCLUSION

Data-driven decision making can help organizations
make better choices as we are able to better predict the
future. However, many organizations still struggle to
embed this type of decision making in their day-to-day
practice because of perceived complexity and the absence
of the right capabilities. We argue that, with the rise of
new technologies, complexity diminishes, and the neces-
sary capabilities can be easily obtained. Tools like Micro-
soft Dynamics 365 offer out of the box functionality that
can help transform your business processes. Using the
standard advanced analytics and business intelligence
capabilities that are included in such a tool, you can start
small with data-driven decision making. Moreover, real-
time dashboards can be leveraged to get instant insights
in your organization. To make sure the implementation
of data-driven decision making is a success, KPMG can
help overcome data trustissues and, using the experience
of countless transformations, leading practices become
available that prevent common pitfalls from happening.
This means that data-driven decision making is finally
knocking on all doors, big or small, and we suggest
letting thisin.
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