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We have seen the results of plenty of business mistakes in recent times, and “Why We Make Mistakes” can help us to understand and avoid some of these failings. Joseph Hallinan, a Pulitzer Prize winner and former writer for the “Wall Street Journal” provides a compelling and enjoyable review of the reasons that we make mistakes.  More importantly, he provides approaches for avoiding many of these blunders.

 A major portion of the work of managers consists of making decisions about the future. Such decisions always involve imperfect knowledge, so that our decisions are inadequate at best. The reality is that decisions are often seriously flawed because of predictable failings in how we perceive and think about events. The importance of minimizing business risk resulting from such failings represents plenty of justification for my recommending that you read Hallinan’s book.

Among the mistakes that has resulted in recent business woes is that we often fail to recognize obvious cues in our environment.  Hallinan describes this phenomenon as occurring when “we look but don’t always see.” Among errors in this class is that most of us believe that we see much more than we actually do.  You simply do not have the ability to see everything in your environment at once, and the same limitation applies to our perception of other aspects of our surroundings. In order to function in the world, we have to fill in information that we did not actually receive. In other words, because of human limitations, we perceive what we expect as opposed to reality. In business, we witness this type of mistake when we fail to detect business problems that we would not generally expect. This represents part of the reason that some obvious errors escape detection.

Another source of mistakes is our belief that we can multitask. According to Hallinan, while we may think that we gain efficiency by multitasking, we fail to recognize that our thought processes slow down when we take on more than one task.  Further, switching between tasks causes us to forget, a powerful source of errors such as the failure to adjust for obvious signals (such as the approaching bridge railing as we drive off the edge of the road). Of particular concern is that the inability to screen out distractions increases with age, and begins to appear quite early in what should be our productive years. Thus, our fascination with increasing efficiency can be a source of poor choices made by distracted business decision makers.

As a final example, I found the discussion of the impact of expertise interesting. We have all known of cases where the inexperienced novice could recognize a problem or solution to which the experts were oblivious. In the business context, we should recognize that expert performance may not exceed the novice level in tasks involving judgment and uncertainty. You might want to bear this in mind the next time that an investment “expert” proffers advice.  For managers, in the face of recent failings, we should all learn to apply a good measure of humility when considering our ability to make the right business decisions.

While reading “Why We Make Mistakes” will not render you mistake proof, it just might help you escape from some of the more common sources of business mistakes, and it will certainly help you to avoid making the mistake of overconfidence. If there is one lesson that we all should have learned from recent events, it is to pay more attention to our decision-making processes.
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