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Decisions shape our lives, both personal and professional. They make us who we are, 
our fortunes are determined by series of choices we make, sequences of decisions. Small 
and big – they affect us, our families, the people we work with. Often large groups of 
people. 

The captain of Costa Concordia, the cruise ship that sank off the Tuscany coast on 13th 
January , clearly took a series of decisions that cost the lives of dozens of people and 
jeopardized the lives of thousands. He is not alone. Many highly skilled and experienced 
professionals take bad decisions. In a recent McKinsey Quarterly article on strategic 
decision making, Dan Lovallo and Olivier Sibony quote a survey of 2,207 executives: 

only 28 percent said that the quality of strategic decisions in their companies was 
generally good, 60 percent thought that bad decisions were about as frequent as good 
ones, and the remaining 12 percent thought good decisions were altogether infrequent. 
 

A comparatively new field of research called decision neuroscience studies decision 
making processes analysing decisions and most importantly defining ways for avoiding 
mistakes in decision making. 

In their article Why Good Leaders Make Bad Decisions, HBR, February 09, Andrew 
Campbell, Jo Whitehead and Sydney Finkelstein identify two key unconscious decision 
processes: pattern recognition and emotional tagging. 
1. Pattern recognition – faced with a new situation we make assumptions based on prior 
experiences and judgements. 

2. Emotional tagging – Emotional tagging is the process by which emotional 
information attaches itself to the thoughts and experiences stored in our memories. This 
emotional information tells us whether to pay attention to something or not, and it tells 
us what sort of action we should be contemplating (immediate or postponed, fight or 
flight). 

“These processes usually make for quick effective decisions, however they can be 
distorted by self interest, emotional attachments or misleading memories. These are 
cognitive biases – systematic tendencies to deviate from rational conclusions. Biases are 
nothing new. Understanding how they work and helping leaders recognize their biases is 
an important step towards improved decision making. 

How to recognize biases? As a result of their research the authors identify three factors, 
that either distort the emotional tags or encourage decision makers to see false patterns. 
These are “Red Flag Conditions”: 
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1. The presence of inappropriate self-interest – this biases the importance we place on 
information, so we are readier to perceive the patterns we want to see. 

 
2. The presence of distorting attachments to people, places and things, thus creating 
bonds that affect our judgement. 

 
3. Presence of misleading memories – memories that seem relevant to the current 
situation, but lead our thinking down the wrong path. 

Dan Lavallo and Olivier Sibony have identified several sub-groups of biases: 

Action biases (drive us to take action less thoughtfully than we should – Over 
optimism, over confidence; competitor neglect. 
 
Interest biases (arise in the presence of conflicting incentives)– Misaligned individual 
incentives; inappropriate attachments; misaligned perceptions of corporate goals 
 
Pattern recognition biases (lead us to recognize patterns even where there are 
none)– confirmation bias, management by example; false analogies, especially 
misleading experience; power of story- telling, champion bias 
 
Stability biases (create tendencies towards inertia in the presence of uncertainty)– 
loss aversion; status quo bias, sunk cost fallacy. 
 
Social biases (arise for preference for harmony over conflict)– group think, sunflower 
management 
 
How to counter these cognitive biases? Seven step process for identifying red flags 
(based on Campbell, HBR): 

1. Lay out the range of options. 
It’s never possible to list them all. But it’s normally helpful to note the extremes. These 
provide boundaries for the decision 
 
2. List the main decision makers. 
Who is going to be influential in making the judgment calls and the final choice? There 
may be only one or two people involved. But there could also be 10 or more. 
 
3. Choose one decision maker to focus on. 
It’s usually best to start with the most influential person. Then identify red fl ag 
conditions that might distort that individual’s thinking. 
 



4. Check for inappropriate self-interest or distorting attachments. 
Is any option likely to be particularly attractive or unattractive to the decision maker 
because of personal interests or attachments to people, places, or things? Do any of 
these interests or attachments conflict with the objectives of the main decision-maker? 
 
5. Check for misleading memories. 
What are the uncertainties in this decision? For each area of uncertainty, consider 
whether the decision maker might draw on potentially misleading memories. Thinking 
about past experiences that could mislead, especially ones with strong emotional 
associations. Think also about previous judgments that could now be unsound, given the 
current situation. 

6. Repeat the analysis with the next most influential person. 
In a complex case, it may be necessary to consider many more people, and the process 
may bring to light a long list of possible red flags. 
 
7. Review the list of red flags you have identified and determine whether the 
brain’s normally efficient pattern recognition and emotional tagging processes might be 
biased in favour of or against some options. If so, put one or more safeguards in place. 
 
In conclusion I would like to paraphrase Margaret Thatcher: Be aware of 
your decisions, for they become your traits, your traits become your 
character, your character becomes your destiny. 
 


