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Today’s

Obijectives

Learn how to recognize and narrow the gap
between perceived risk and actual risk

Be able to recognize the most common types
of cognitive bias that can interfere with
decision-making and risk analysis

Learn how to apply techniques to
overcome/compensate for cognitive bias and
other factors that can skew our perception of
and response to risks




When a Deadline is Approaching...




Risk Reward




System 1 & System 2
Thinking




Two Thinking
Systems Running
in Our Brains

These are the “operating

systems” that run your

brain’s decision-making
rocesses
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It’s important to understand
how and when each one is
working/running decision-

making
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Thinking Fast / Thinking Slow

SYSTEM 1 THINKING SYSTEM 2 THINKING
Fast Slow
Instinctive Deliberative

Emotional Logical




% THE 2 SYSTEMS 5\ READINGRAPHICS

ACTHONABLE INSIGHTS I OHE PAGH

System 1 (Fast Thinking) System 2 (Slow Thinking)

Used for specific
problems, only if
necessary

Continuously scans
our environment.

Fast but error-prone a
=3,

Takes effort to analyze,
reason, solve complex
problems, exercise
self-control

@ Slow but reliable

Works automatically
& effortlessly via
shortcuts, impulses
and intuition.
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“The Bat & The Ball” Problem

* A bat and a ball cost $1.10 total

e The bat costs $1.00 more than the ball

e How much does the ball cost?
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MENTAL SHORTCUTS

* Intuition - the ability to understand something immediately, without
the need for conscious reasoning.

* Heuristics - mental shortcuts to problem-solving or learning; based
on previous experience; not always reliable.

* Framing - The collection of anecdotes and stereotypes that make up
the mental/emotional filters individuals rely on to understand and
respond to the world around them.



Why is
This
Important

in OUR
Work?

System 2
Thinking is Less
Error-Prone

When making choices
about how to engage
with a risk/opportunity,
we want to make sure we
are using System 2
thinking

Creating
RESPONSE Rather
than REACTION

We need to develop
cognitive and emotional
flexibility/resilience to
RESPOND (System 2)
versus REACT (System 1)

Fight,
Flight, or
Freeze Response

Creating a System 1
response in an emergency
that is really a System 2
response
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Cognitive bias

ANCHORING EFFECT “The first test seemed
Relying too much on the initial piece of OK. Do we need to look
information offered when making decisions any more?”

GAMBLER'S FALLACY
Believing that future probabilities are
altered by past events, when in fact
they are unchanged

“The conveyor belt broke three
times last month. It's pretty
unlikely itll happen again.

AVAILABILITY HEURISTIC
Overestimating the importance and
likelihood of events given the greater
availability of information

HYPERBOLIC DISCOUNTING
Preferring a smaller. sooner payoff
over a larger, later reward

“| saw something very similar SR

i it - Let’s just get the deal
to this on Llr}kedln; We need done ASAP”
to take it seriously’

BANDWAGON EFFECT

BELIEF BIAS

Basing the strength of an argument
on the believability or plausibility of
the conclusion

BLIND SPOT BIAS
Viewing oneself as less biased
than others

CLUSTERING ILLUSION
Erroneously overestimating the
impartance of small clusters or
patterns in large data

CONFIRMATION BIAS

Focusing on information that only

“The whole department
knows there's no
problem here*

‘I didn’t quite follow your
argument but the conclusion
seems about right”

“Let’s ignore Sarah's
views on this one.
She's biased”

“This is the second week in a
row that this has happened.
There must be a problem”

“We did loads of
simulations. Most of them

cor isting p p

showed there's no problem”

“This worked fine in the
factory in the Korea, it
should work fine here”

ILLUSION OF VALIDITY

Overestimating our ability to make
accurate predictions, especially when
data appears to tell a coherent "story”

“Looks like we've run out
of time to discuss this"

“We made a good
call on that one”

“Our competitors are only
doing well because their
products are cheap”

“Now we've got the new

OSTRICH EFFECT

Aveiding negative financial
informatien by pretending it
doesn't exist

Tendency to retroactively ascribe positive
attributes to an option one has selected

REACTIVE DEVALUATION
Devaluing an idea because it originated
from an adversary or opponent

RISK COMPENSATION

equipment we can cut the
time spent on maintenance”

Taking bigger risks when perceived
safety increases: being more careful
‘when perceived risks increases

COURTESY BIAS

Giving an opinion/conclusion that is
viewed as more socially acceptable so as
to avoid causing offence/controversy

STATUS QUO BIAS
Preferring the current state of affairs
over change

“The last time we discussed
this the meeting lasted for
hours. Let's move on”

“If it ain't broke - don't fix it”

re to estimate

@ Short-termism

“Dave from tech is worried
- but frankly the tech team
are always pessimists”

STEREOTYPING
Assuming a person has characteristics
because they are a member of a group

“I know it will cost a fortune
to fix but it cost us £15,000.
We can't just throw it away.”

ENDOWMENT EFFECT

The tendency for people to ascribe more
value to things merely because they already
own/have them

® Financial




Some of the most common

COGNITIVE

BIASES

RECENCY/PRIMACY EFFCT — people tend to remember best the
information they hear first and last

ZERO RISK BIAS — people tend to favor reducing a small risk to
zero over a greater reduction in a larger risk

CONFIRMATION BIAS - tendency to listen/give weight to only
that information which supports our existing position/beliefs

OSTRICH EFFECT — tendency to avoid or ignore negative
information

AVAILABILITY HEURISTIC — tendency to overestimate the
importance of the information that is available to us




Slippery Slopes
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A CAUTION

'&;
=
SLIPPERY
SLOPE
| . v |




The “Sorites Paradox”




The Boiling Frog




Big Little Lies — The

“Ethical Slippery

Slope”




Cognitive Dissonance




COGNITIVE DISSONANCE
is the mental discomfort
experienced by a person
who holds two or more
contradictory beliefs,
ideas, or values. This

discomfort is triggered
by a situation in which a
person's belief clashes
with new evidence
perceived by the person.




To relieve the discomfort, a person can:

Conflicting
IdeaS dlre * Change one of the factors/beliefs/behaviors
UnCOmerta b|e * Acquire new information

e Rationalize it




How Does Cognitive Dissonance Impact Safety &
Risk Management?




Dread Factors
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Immediacy Imaginability

Common

Dread Personal Lack of Unfairness
Control Choice

Factors

Children Lack of Media
Involved Familiarity Coverage




Genetic Predisposition




Scientists have identified more than 100 genetic variants

linked with risk-taking, according to a recent study

(University of Toronto, Jan 2019 — over 1 million study participants)




Example of a Genetic Factor Influencing Risk-

Taking Behavior
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Fraud, Waste & Abuse (FWA)




The Fraud Triangle

RATIONALIZATION

£ 3

THE FRAUD
TRIANGLE

OPPORTUNITY PRESSURE




TOOLBOX




OVERCOMING COGNITIVE BIAS
IN RISK EVALUATION

The 4-Step “Pre-Mortem” Technique

Accept that a Brainstorm to Discuss, evaluate Look for ways to
plan has failed or elicit all possible and prioritize the avoiding/mitigate

something bad reasons for the list of potential potential/likely
has happened failure reasons for failure drivers of failure

The result is
usually a more
realistic
assessment of
risks and/or
potential failure
points in a plan
or protocol




Rain on the Parade |

» Assign a devil’s advocate/antagonist/dissenter
» Argue against/poke holes in your premise
* Take the opposite view and argue it




Use Values-Based Risk Management Instead of Rules-Based Risk Management







Determine Decision
Criteria Ahead of Time
& Use “Tripwires”




Play the “Free
Cash Flow Game”

“What if We Were
Just Starting Out
Game”

if this

“What
Option Wasn't
Available” Game







Respond to Tremors;
Don’t Wait for the Big

Earthquake



) r"
# saster Go to Waste”

)



CREATE Cognitive
Dissonance




Simplity. Simplity. Simplify.



demostrar
oz vfo
lidades
THARIAS en
ion o cine?

iTienes dimnero
suficiente para
matricularte en una
universidad americana y
mantenerte durante ung,
o dos afios alli?

£Cuentas con una
empresa en EEUU.
dispuestaa

contratarte?

;Tienes femilia
tante directa
ipadres, marido,
esposs, promecido,
prometida) como
indirecta (un

de residente
permznete o un

de refugisdo, por
ejemplo) en EE.OUT.2

familisr con permiso

familisr con permiso

¢ Cuanto
tiempo tienes
pensado ir?

How to File A
Safety Concern

v

Ty

Puedes apuntarie al sorteo de la
GREEIN CARD. Todos los afios se
sortean 50.000 visados que
permiten irabajar y residir -+
legalmente en ]EI‘.U'I{'SnI]m la
Green Card, ver Mota 12. Sobhre
como participar en el sorieo, ver
l&ota 13.

:Puedes demostrar
logros yio
habilidades
EXTRAORDINARIAS
en television o cine?

&Sigues queriendo ir a
EE.UL. a trabajar de
guionista?

iCuentas con una

dispuesta a
contratarte?

!

£Qué tal el sorteo?
iHas conseguido
una Green Card?

X

HORMAL . Si algo hay
en EE.UU. son
guionistas
cualificados. 56lo
entre los miembros
del WGA se cuentan
12.000, la mitad de
los cuales estan en
paro. S5i sumas los
gue ain no son
miembros... bueno,
casi mejor no
pensarlo. Pero no
desesperes: aan hay
posibilidades.

;Tienes un doctorado.
postgrado, y/o mas de
10 anos de experiencia
profesional
demostrable?

empresa en EE.UU.

¢

EiEntre
500.000y 1
milldn de

ddlares?

Hormal, porgue eres
GUIOHISTA. Lo raro es
que tengas dinero
para vestir y comer
de forma decente. RAin
con todo, ;sigues
queriendo ir a EE.UU.
¥ gquedarte alli a
vivir de forma

indefinida?

Consigue un abogado. Uno
BUENO. Plantéale tu caso. Los
criterios para definir
“extraordinario” son varios y
quizas podais encontrar la
forma de que encajes en esa
categoria. 0JO: puede gque NO
funcione y el tramite es CARO.

;Lo has hecho?
Yaeres
"extraordinario™?

iEsos logros que
puedes acreditar
son TAN
extraordinarios
como por
ejemplo un
Oscar?

Han pasado X meses.

4

guionista?

£Sigues queriendo ir a
EE.UL. a trabajar de

> éYa?

éLo has
conseguido?

Puedez empezar por ahi. Busca trabajo en
ese amhito ¥ aprovecha para hacer
contactos, shorrar y mejorar tu portfolio.

iEHHORABUEHA! Estas en EE.UU.

visado gue te permite residir vy
trabajar de forma LEGAL va sea

temporal o indefinidamente.

eran las buenas noticias.

Las malas son gue ahora empieza lo
verdaderamente COMPLICADO.

S6lo en Los Angeles hay 12.000
yuionistas, la mitad de los cuales
estan en PARD. Es decir, iti
COHTIGD. Y esos 12 mil son SOLO los

miembros del WGA. Afadele unos
cuantos miles mas gque ain no lo son.
¥ ademas esta el idioma, etc.

mo lo res? ;jQuieres seguir

intentandolo?

iLo has hecho?

Para trabajar de guionista en
EE.UU. necesitas un portfolio
compuesto COMO MINIMO por
tres guiones lo mas brillantes
posibles: lo habitual es tener dos
specs de series y uno de largo.
Puedes hacerlo en espaiiol si
quieres trabajar para un estudio
que produzca contenido en este
idioma. En cualquier caso,
necesitas ese portfolin COMO EL
RESPIRAR. iLo tienes? iEs
bueno?

A

compitiendo

WTF?2? Has llegado
hasta aqui. Tienes el
sueilo americano en
la punta de los /'
dedos... ;yte vas a
rajar? Piensalo otra \
wvez. ;Y bien, lo
quieres intentar?
T

S

S —
Ahora deb
agente para f
te consiga
pitchings o
trabajo. NO t
leen material
pedido previa
busca a los q
llama uno po
alguien ace
contigo. Tien
la Nota 9. Va

un a
T

—

i ERHORAB!
logrado
premio
guionista,
EE.UU.,




The Ultimate Risk Paradox

To be safer, take more risks!

Dangerous

Thmgs

uld let your children do)

GEVER
RO IPEY:




QUESTIONS
&
OPEN DISCUSSION



Thank You

Erin Fullerton
Director of Integrated Risk Management
Cal State San Marcos
efullerton@csusm.edu
(760) 750-4516
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