PAGE  
1

1) Title, Abstract & Keywords
Title: Innovations in Teaching About Bias and Error in Perception and Decision Making
Abstract:

The importance of heuristics and biases (System 1 and System 2 thinking) and other perceptual limitations has long been recognized by academics and has become of greater interest in the popular press.  Nonetheless, the ability to produce durable learning and capability in effectively applying a knowledge of this material in making organizational and personal decisions remains a challenge.  Merely awareness of these biases does little to ameliorate their potential disadvantages.  We offer two highly engaging cases that have been using successfully for over a decade in better enabling students to apply these concepts to contexts to which they can relate. 

Keywords: decision making, heuristics, biases 

2) Teaching Implications:

The importance of heuristics and biases have long been understood by academics. (Loock & Hinnen, 2015) Kahneman and Tversky’s influential article, “Judgment Under Uncertainty: Heuristics and Biases,” was published back in 1974.  The public’s interest in this area has been more recent with Kahneman publishing a best-selling book on the topic, Thinking Fast and Slow. In his book, Kahneman coined the terms “System 1” and “System 2” thinking, which are more commonly used today.  Kahneman’s contribution to the study of human judgement and decision making under uncertainty lead him to receive the Nobel prize in 2002.  The popular author Michael Lewis (author of Moneyball: The Art of Winning an Unfair Game, The Blind Side: Evolution of a Game, The Big Short: Inside the Doomsday Machine, and Flash Boys) has chosen for his most recent book, The Undoing Project: A Friendship That Changed Our Minds, the evolution of the thinking and relationship between Kahneman and Tversky.  

Organizational Behavior textbooks typically have at least one chapter that draws on Heuristics and Biases.  Books vary in the ways that they cover this.  Many also introduce another form of bias or error in which they draw from Attribution Theory which developed largely in social psychology and is particularly relevant to how people makes sense of either others actions.  Chapters may be titled different, but often use the terms decision making or perception or some combination of both. 

Our focus here is on better enabling students to understand these biases and errors through experiential exercises.  It is important for students to understand and remember these biases and errors.  Ideally, students would also be able to recognize where they may be in play in real world settings and utilize this understanding to help organizations make better decisions and to make better decisions in their own lives.  However, understanding and being able to apply this understanding has proved difficult. (Nisbett, 2015; Bazerman & Moore, 2013) 

This session engages participants in working through two exercises that we have used successfully for over a decade in our classes.  The goal is to provide real world situations for students to analyze, provide opportunities for discussing their analysis of which H&B may be in play (and how they come to that conclusion) and to present and opportunity to debate.  This helps students gain awareness of situations in which some vulnerability to bias or error may be in place.  In addition to awareness, student hone their ability to discern which errors or biases may be involved, to present their reasoning subject their reasoning to scrutiny by other small group member or members of the class.  These cases have consistently generated high engagement, interest, and learning in our students.
3) Session Description and Plan:
·  Time Considerations 
· Introduction (10 minutes) 

· Case 1 (20 minutes)

· Case 2 (20 minutes) 

· Conclusion (10 minutes) 

· Briefly introduce the topic 

· Communicate the structure 

· Brief introduction 

· Case 1 – The Career Decision
· Case 2 – The New Boss 
· Address the issue of various textbooks addressing these in different ways, but indicate the commonalities 

· For clarification purposes, provide the handout Descriptions of Heuristics, Biases, & Attributional Errors found in Appendix A (pgs. 4-5).  
· Case 1 – The Career Decision 

· Distribute The Career Decision, found in Appendix B (pgs. 6-7)

· Provide time for individuals to read 

· Work in small groups (2 – 4) to comb through the case identifying (Heuristics, Biases, and Attributions) 

· Note individuals

· Indicate in case where they believe they see potential bias 

· Indicate which bias they believe may present a vulnerability 

· Provide evidence as to why they believe it to be that particular bias 

· Debrief

· Group members discuss /debate evidence for that bias versus some other explanation or a combination of biases  

· Distribute The Career Decision (Debrief), found in Appendix B (pg. 8-10)
· This written debrief is not meant to be an exhaustive list of all the possible heuristics, biases, and attributions that can be argued for.
· This example provides an additional resource and support for faculty that wish to carry out the exercise themselves.
· Case 2 – The New Boss 

· Distribute The New Boss, found in Appendix C (pgs. 11-12) 
· Provide time for individuals to read 
· Work in small groups (2 – 4) to comb through the case identifying (Heuristics, Biases, and Attributions)
· Note individuals

· Indicate in case where they believe they see potential bias 

· Indicate which bias they believe may present a vulnerability 

· Provide evidence as to why they believe it to be that particular bias 

· Debrief

· Group members discuss /debate evidence for that bias versus some other explanation or a combination of biases  
· Distribute The New Boss (Debrief), found in Appendix C (pg. 13-14) 

· This written debrief is not meant to be an exhaustive list of all the possible heuristics, biases, and attributions that can be argued for.

· This example provides an additional resource and support for faculty that wish to carry out the exercise themselves.
4) Application to Conference theme:

A crucial capability for being able to navigate changing currents is being able to see reality more clearly by being aware of and compensating for the potential bias in our own perceptions and decision making.  The principles we engage in this session are at the heart of increasing our capability to understand our world (rather than staying stuck in our own perceptions) and then make informed decisions regarding how to proactively and productively engage with a changing environment. 
5) Unique Contribution to OBTC:

Having consistently attended OBTC for almost twenty years, we are familiar with the kinds of experiential exercises that attendees enjoy in sessions and find of value to use in their own classes.  These cases are an excellent fit for the distinctive niche that OBTC works diligently to fill.  Furthermore, these cases have stood the test of time and have never been presented before.  In addition, although we are aware that attendees teach the core material we are working with here, we have not seen a session on this particular material in this format before at OBTC. 
Appendix A
Descriptions of Heuristics, Biases, & Attributional Errors 
Attribution Theory Adapted from Fiske & Taylor’s Social Cognition
Fundamental Attributional Error: Attribute another person’s behavior to his or her own dispositional qualities, rather than to situational factors.

The Actor-Observer Effect: See your own behavior as quite variable, but you see others’ behavior as quite cross-situationally stable.

Underutilization of Consensus Information: Failing to sufficiently assess the accuracy of our causal perceptions by comparing them with those of others.

Self-Based (False) Consensus Effect: To see one’s own behavior as typical, to assume that under the same conditions, others would have reacted the same way as oneself.

Defensive Attributions: Observers attribute more responsibility for an accident that produces severe, rather than mild consequences.

Self-Serving Attributional Biases: Take credit for successes and deny responsibility for failure.

Self-Centered Bias: Taking more than one’s share of responsibility for a jointly produced outcome.

Framing and Loss Aversion
Framing and Loss Aversion: Objectively equivalent situations or options can be framed either in terms of “loss” or “gain.”  People tend to be Loss Averse—to have a relatively more extreme emotional reaction to the same amount of loss versus gain.  Thus, people tend to have different risk preferences depending on whether the situation is framed in terms of loss or gain.  People are typically risk averse when decisions are framed in terms of gain and risk seeking when they are framed in terms of loss. 
Descriptions of Heuristics, Biases, & Attributional Errors
	Heuristics & Biases Adapted from Bazerman & Moore’s Judgement in Managerial Decision Making

	Bias
	Description

	Biases Emanating from the Availability Heuristic

	1. Ease of recall
	Individuals judge events that are more easily recalled from memory, based on vividness or recency, to be more numerous than events of equal frequency whose instances are less easily recalled.

	Biases Emanating from the Representative Heuristic

	2. Insensitivity to base rates
	When assessing the likelihood of events, individuals tend to ignore base rates if any other descriptive information is provided—even if it is irrelevant.

	3. Insensitivity to sample size
	When assessing the reliability of sample information, individuals frequently fail to appreciate the role of sample size.

	4. Misconceptions of chance
	Individuals expect that a sequence of data generated by a random process will look “random,” even when the sequence is too short for those expectations to be statistically valid.

	5. Regression to the mean
	Individuals tend to ignore the fact that extreme events tend to regress to the mean on subsequent trials.

	Biases Emanating from the Confirmation Heuristic

	6. The confirmation trap
	Individuals tend to seek confirmatory information for what they think is true and fail to search for disconfirmatory evidence.

	7. Anchoring
	Individuals make estimates for values based upon an initial value (derived from past events, random assignment, or whatever information is available) and typically make insufficient adjustments from that anchor when establishing a final value.

	8. Overconfidence
	Individuals tend to be overconfident of the infallibility of their judgments when answering moderately to extremely difficult questions.

	9. Hindsight and the curse of knowledge
	After finding out whether or not an event occurred, individuals tend to overestimate the degree to which they would have predicted the correct outcome. Furthermore, individuals fail to ignore information they possess that others do not when predicting others’ behavior.


Appendix B
The Career Decision Case & Debrief 
The Career Decision

Wendy Able is leaving our consulting firm to be the head of her own small consulting firm.  She will put together a small group of consultants to work full time on getting a large government contract that could pay very well.  I am thinking of joining her firm.  The benefits would be that I would have more responsibility and be able to get in on the ground floor of what would hopefully be a very successful firm.  One potential downside is that if we don’t get the government contract, then I could be laid off.  Also, I will not have the support of a large and experienced team the way I have here.  I will be much more on my own and will sink or swim on my own merits.

I’m excited about the possibility of working for Wendy because I think that she would be great person to work for.  I say this because she has been on the most successful teams that this firm has had, and she is on of the few people for which every team project on which she has worked has been successful.  She is a winner, and I believe she will be exceptional at whatever she does next.  Although I haven’t worked too much with Wendy and don’t know her too well, I had lunch with one of her friends and I learned a lot about Wendy from her, and I must say I was favorably impressed.

Also, I have been working on one aspect of Wendy’s proposal for the government contract, and I really believe that the government panel that evaluated the proposals will like our approach to the problem.  I think our perspective is very reasonable, and I expect that the government panel will also see its reasonableness and will select our proposal and give us a consulting contract.

From past experience, I think I have a pretty good sense of what types of proposals win government contracts.  I have known of a few other consultants who prepared proposals, and I remember, after seeing the results, thinking how well I had done in predicting which would win and which would lose.

Furthermore, the government cares not only about the quality of the proposal, but also about the quality of the team that will be doing the work.  On that basis, I feel confident that we can beat out one of our competitors in this process.  His first job was in the government, working in the public defender’s office (which provides legal counsel to those who cannot afford it), where he defended some really bad guys.  He got one guy off and that guy later killed someone.  A friend of mine worked with him on a couple of projects and said that he takes more credit than he deserves on group projects.  Also, in my experience, people who have worked for the government approach things in a way that is too bureaucratic.  I don’t think the government will be comfortable having a guy like that working on a contract like this one. 

Another thing that could help is that we, as a small business, are eligible for subsidized office space.  Because there is so much demand for subsidized office space, there is a kind of lottery system in which a random number generator assigns numbers that determine your probability of getting space.  I checked and this generator has just produced a string of unfavorable probabilities, and I think it is about time it started turning back to producing favorable numbers.

Regarding the issues of sinking or swimming on my own merits, I have thought through the cases that I have worked on that went well and those that did not go so well, and have concluded that it was usually someone else’s fault, not mine when things did not go well.  By contrast, when things went well, I had usually played a key role in making things work.  Consequently, I think I would do fine being judged more on my own merits.

There are definite risks involved in working with Wendy, but given all the positives, I’m wondering whether staying with my current job could mean missing out on a great opportunity.  What do you think?
The Career Decision (Debrief) 
Wendy Able is leaving our consulting firm to be the head of her own small consulting firm. She will put together a small group of consultants to work full time on getting a large government contract that could pay very well (Overconfidence—[individuals tend to be overconfident in the infallibility of their judgements when answering moderately to extremely difficult questions]—in estimating how well the contract will pay). I am thinking of joining her firm. The benefits would be that I would have more responsibility and be able to get in on the ground floor of what would hopefully be a very successful firm (Overconfidence—an estimate of how successful the firm will be). One potential downside is that if we don't get the government contract, then I could be laid off. Also, I will not have the support of a large and experienced team the way I have here. I will be much more on my own and will sink or swim on my own merits.

I'm excited about the possibility of working for Wendy because I think that she would be great person to work for (Overconfidence—an assessment of Wendy and how she is to work with).  I say this because she has been on the most successful teams that this firm has had, and is one of the few people for which every team project on which she has worked has been successful.  (Fundamental attributional error—[to attribute another person's behavior to his or her own disposition) qualities, rather than to situational factors]—he/she may be attributing too much of the success to Wendy rather than to the situation that she was working in.) She is a winner, and I believe she will be exceptional at whatever   she does next. (Regression to the Mean—[individuals tend to ignore the fact that extreme events tend to regress to the mean on subsequent trials]—her next ventures will not necessarily turn out as well as her previous venture, especially if she is working under different conditions.) Although I haven't worked too much with Wendy and don't know her too well, I had lunch with one of her friends and I learned a lot about Wendy from her, and I must say I was favorably impressed.  (Insensitivity to sample  size—[individuals frequently fail to appreciate the role of sample size in assessing the reliability of sample information]—if your friend is only asking one person (her friend) for information about  her, he/she may be exhibiting insensitivity to sample size; Confirmation Trap—[individuals tend to seek confirmatory information for what they think is true and neglect the search for disconfirmatory evidence]—by asking a friend, who may be positively biased and even if not biased, might not be comfortable talking about Wendy's weaknesses, your friend may be seeking  confirming information).
Also, I have been working on one aspect of Wendy’s proposal for the government contract, and I really believe that the government panel that evaluated the proposals will like our approach to the problem. (Insensitivity to sample size—of the part of the proposal that he/she has been exposed to) I think our perspective is very reasonable, and I expect that the government panel will also see its reasonableness and will select our proposal and give us a consulting contract. (Self-Based (False) consensus effect—assuming that the government will see is the way he/she does; Overconfidence—in assessing how well the government will like the proposal, also "seeing the reasonableness" does not necessarily imply acceptance by the government)
From past experience, I think I have a pretty good sense of what types of proposals win government contracts.  I have known of a few other consultants who prepared proposals, and I remember, after seeing the results, thinking how well I had done in predicting which would win and which would lose. (Hindsight Bias—[after finding out whether or not an event occurred, individuals tend to overestimate the degree to which they would have predicted the correct outcome]—he/she may inaccurately conclude in retrospect that he/she was correct in these predictions; Insensitivity to Sample Size—limited number of projects he/she has seen; Availability Heuristic—[assessing the frequency, probability, or likely causes of an event by the degree to which instances or occurrences of that event are readily “available” in memory]—your friend’s correct predictions may be more vivid and therefore more available in his/her memory)
Furthermore, the government cares not only about the quality of the proposal, but also about the quality of the team that will be doing the work. On that basis, I feel confident that we can beat out one of our competitors in this process. (Insensitivity to sample size—your friend is looking at only one competitor and not addressing the whole population of competitors against whom he/she is competing) His first job was in the government, working in the public defender's office (which provides legal counsel to those who cannot afford it), where he defended some really bad guys. (Insensitivity to Base Rates—your friend is not taking into account all the other cases and the "good" people who he helped in addition to the "bad" people he helped; Fundamental Attributional Error—this individual's job may have given him no choice but to defend some "bad" people along with those who were "good" but falsely accused, etc.) He got one guy off and that guy later killed someone. (Defensive Attribution [observers attribute more responsibility for an action that produces severe, rather than mild, consequences], Insensitivity to Base Rates—to how many people) A friend of mine worked with him on a couple of projects and said that he takes more credit than he deserves on group projects. (Confirmation Trap—your friend may be seeking confirming information from his/her friend; Insensitivity to Sample Size—if your friend is only asking this one person, he/she may be insensitive to sample size; Self-Centered Bias—[taking more responsibility for joint outcomes than is one's due]—your friend's friend may be misperceiving how much the competitor actually contributed to the process) Also, in my experience, people who have worked for the government approach things in a way that is too bureaucratic. (Stereotype— [judging someone on the basis of one's perception of the group to which that person belongs]—he/she is assuming that the competitor is bureaucratic just because he is a government employee; Presumed Association) I don't think the government will be comfortable having a guy like that working on a contract like this one.  (Self-Based (False) Consensus effect—assuming the government employees view the situation as he/she does, Overconfidence—in prediction)
Another thing that could help is that we, as a small business, are eligible for subsidized office space. Because there is so much demand for subsidized office space, there is a kind of lottery system in which a random number generator assigns numbers that determine your probability of getting space. I checked and this generator has just produced a string of unfavorable probabilities, and I think it is about time it started turning back to producing favorable numbers. (Misconceptions of chance or gambler's fallacy— [Individuals expect that a sequence of data generated by a random process will look "random,"]—if the process is random, the previous outcomes are irrelevant to the subsequent outcomes)

Regarding the issue of sinking or swimming on my own merits, I have thought through the cases that I have worked on that went well and those that did not go so well, and have concluded that it was usually someone else's fault, not mine when things did not go well. By contrast, when things went well, I had usually played a key role in making things work. (Self-serving bias; Fundamental attributional error) Consequently, I think I would do fine being judged more on my own merits.

There are definite risks involved in working with Wendy, but given all the positives, I'm wondering whether staying with my current job could mean missing out on a great opportunity. What do you think? (Framing—If he is framing “staying” as the potential for loss (or missing out) it could bias him toward leaving)
Finally, the conversation that your friend is having with you now could be representative of insensitivity to sample size, if your friend is asking only your advice rather than asking a number of people (broader sample). Also, you might question whether your friend is looking for confirming information from you—is he/she hoping for you to validate his/her thinking? 

Appendix C
The New Boss Case & Debrief 

The New Boss

The general manager of the division where Ray works just retired, and Ray and the other employees had been anticipating the hiring of a new general manager to fill the vacancy.  One morning Ray got a call from a friend named Bill, who works in another division of Ray’s company.  Bill was alarmed and reported that he had heard that Ray’s new general manager, Steve Stone, would be serious trouble.  Bill said Ray should take the generous early retirement package that was offered by the company, while it was still available, rather than take the chance of being laid off by Stone and receiving a financial package that was inferior to that offered through early retirement.

Bill said that he first became aware of Stone when he read a newspaper article a number of years ago about Stone’s company being acquired by a larger firm.  Stone was in middle management at the time, and he reportedly laid off almost half of his staff after the acquisition.  One of those who was laid off had been suffering from emotional problems and actually ended up committing suicide.  Bill concluded that people like Stone should be avoided.

Bill had also asked around about Stone and discovered that Larry had gone to business school with Stone and had worked on a project with him.  Larry reported that Stone tried to take more credit than he deserved for the project.  Larry was not fond of Stone and said: “Stone will not give Ray credit for his contributions, that is just the way he is.”

Bill concluded that working with Stone would be a no-win proposition.  Even if Ray did not get laid off, Stone probably would not give him the credit that he deserved for his contributions.  In light of this information, Bill concluded he would have taken the early retirement package that Ray was offered if he had been in Ray’s position.  Consequently, when he ran into a friend who worked in human resources, he asked if the early retirement package was still being offered and suggested that he call Ray with the information because Ray would probably want to take it.

Ray was influenced by what Bill had to say, but he was not sure what to do.  He had been thinking about starting his own business.  He thought, “I’m sure I could make it as an entrepreneur.  My brother-in-law is a successful entrepreneur, and he is not even that smart.”  Ray had been interested in starting a business of buying homes, fixing them up and selling them for a profit.  He had observed a very favorable trend in housing prices—they had been going up by 15% per year over the last seven years.  With that kind of a trend, the future looked bright.

On the other hand, he was not sure he wanted to leave his job.  He also considered that the last three general managers that his company had hired had been bad.  But would that suggest that this one would be bad too, or that it was about time for their luck to turn and this hire would be good?

Questions:
In what ways might Bill’s and Ray’s thinking have been vulnerable to attributional biases or errors, heuristics, issues of framing, etc.?  How would you advise Ray to think this problem through?  What additional information would you want about Ray and this situation?

The New Boss (Debrief) 

The general manager of the division where Ray works just retired, and Ray and the other employees had been anticipating the hiring of a new general manager to fill the vacancy.  One morning Ray got a call from a friend named Bill, who works in another division of Ray’s company.  Bill was alarmed and reported that he had heard that Ray’s new general manager, Steve Stone, would be serious trouble.  Bill said Ray should take the generous early retirement package that was offered by the company, while it was still available (Self-Based (False) consensus effect—[to see one’s own behavior as typical, to assume that under the same conditions, others would have reacted the same way as oneself]—assuming that Ray will see it the same way he does), rather than take the chance of being laid off by Stone and receiving a financial package that was inferior to that offered through early retirement. (Overconfidence—[individuals tend to be overconfident in the infallibility of their judgements when answering moderately to extremely difficult questions]—in estimating how well he can assess this situation on Ray’s behalf)
Bill said that he first became aware of Stone when he read a newspaper article a number of years ago about Stone’s company being acquired by a larger firm. (Insensitivity to Sample Size—[individuals frequently fail to appreciate the role of sample size in assessing the reliability of sample information]—this is just one incident; Ease of Recall—something in the news may be more easily recalled based on its vividness but may not necessarily be as representative as it could appear) Stone was in middle management at the time, and he reportedly laid off almost half of his staff after the acquisition. (Fundamental attributional error—[to attribute another person's behavior to his or her own disposition) qualities, rather than to situational factors]—as a middle manager Stone might not even have had any say in the decision to lay people off)  One of those who was laid off had been suffering from emotional problems and actually ended up committing suicide.  Bill concluded that people like Stone should be avoided. (Defensive Attribution [observers attribute more responsibility for an action that produces severe, rather than mild, consequences]; Insensitivity to Sample Size—given this is just one of many possible examples)
Bill had also asked around about Stone and discovered that Larry had gone to business school with Stone and had worked on a project with him.  Larry reported that Stone tried to take more credit than he deserved for the project.  Larry was not fond of Stone and said: “Stone will not give Ray credit for his contributions, that is just the way he is.”  (Confirmation Trap—Bill may be seeking confirming information from this person; Insensitivity to Sample Size—if Bill is only asking this one person, he may be insensitive to sample size; Self-Centered Bias—[taking more responsibility for joint outcomes than is one's due]—Bill’s person may be misperceiving how much the others actually contributed to the process)
Bill concluded that working with Stone would be a no-win proposition.  Even if Ray did not get laid off, Stone probably would not give him the credit that he deserved for his contributions. (Overconfidence—in estimating how accurately he can assess this situation) In light of this information, Bill concluded he would have taken the early retirement package that Ray was offered if he had been in Ray’s position. (Framing and loss aversion—If he is framing “staying” as the potential for loss (or missing out) it could bias him toward leaving) Consequently, when he ran into a friend who worked in human resources, he asked if the early retirement package was still being offered and suggested that he call Ray with the information because Ray would probably want to take it. (Self-Based (False) consensus effect—assuming that Ray will see it the same way he does)
Ray was influenced by what Bill had to say, but he was not sure what to do.  He had been thinking about starting his own business.  He thought, “I’m sure I could make it as an entrepreneur. (Insensitivity to Sample Size—[individuals frequently fail to appreciate the role of sample size in assessing the reliability of sample information]—if this is the only data point.  Also, Insensitivity to Base Rates—If he does not consider that most entrepreneurial businesses fail; Overconfidence) My brother-in-law is a successful entrepreneur, and he is not even that smart.”  (Fundamental attributional error—[to attribute another person's behavior to his or her own disposition qualities, rather than to situational factors]—Ray may not be taking into account how similar or different an entrepreneurial role might be compared to what he is doing now.  He also may not be consider how well matched his brother-in-law may be to this particular situation even if the brother-in-law is not terribly intelligent) Ray had been interested in starting a business of buying homes, fixing them up and selling them for a profit.  He had observed a very favorable trend in housing prices—they had been going up by 15% per year over the last seven years.  With that kind of a trend, the future looked bright. (Regression to the Mean—[individuals tend to ignore the fact that extreme events tend to regress to the mean on subsequent trials]—questionable whether this trend will continue versus regress to the mean)
On the other hand, he was not sure he wanted to leave his job.  He also considered that the last three general managers that his company had hired had been bad.  But would that suggest that this one would be bad too, or that it was about time for their luck to turn and this hire would be good? (Possibly Misconceptions of Chance – if he is expecting the data points to look more random)
Questions:
In what ways might Bill’s and Ray’s thinking have been vulnerable to attributional biases or errors, heuristics, issues of framing, etc.?  How would you advise Ray to think this problem through?  What additional information would you want about Ray and this situation?
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