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Lavagnon IKA, a little background

• Full Professor, Program Director, MSc., Telfer, uOttawa
• World Bank Fellow; A world leader research on ID PM
• Carnegie Fellow & Visiting Prof, GIBS, uPretoria, SA
• Associate Editor, top IJPM and CJDS
• Board Member PMI and IPMA Academic Insights Team
• Taught in Canada, Australia,France, Benin, Algeria, Lebanon, Morocco, Tunisia, etc.
• Visiting Prof SKEMA Business School, France; Swinburne, Aus., TJuT, China
• IPMA Researcher Award Winner 2017, 2022
• Emerald Best PM Paper Award 2017
• Telfer’s Researcher Award 2017, 2022
• IPMA Young Research Award Winner 2012
• Emerald Highly Commended PM Paper 2011
• Work cited in  World Bank’s concept note
• Consultant and workshop instructor for Transport Can, CRA, TBS, Canada Council for 

the Arts, Global Affairs Canada, ACBF/World Bank
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Outline

� Part II - The error school and the Pollyannas: 
It’s all about error! 

� Part III - The bias school and the Cassandras: 
It’s all about bias! 

� Part IV – Putting the two schools back to back: and 
Calling heuristics to the rescue and reconciling 
beneficial and detrimental heuristics
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Pollyanna-in-chief?
it’s all about creative error; e.g., ignorance can be good for projects!
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Cassandras: 
it’s all about detrimental bias; e.g., ignorance is bad for projects!
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Pollyannas: 
It’s all about error; e.g., ignorance can be good for projects !
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The tyranny of OR and the power of AND: 
Both error and bias prevail! E.g., ignorance can be both good and bad
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The tyranny of OR and the power of AND: 
Both error and bias can prevail; e.g., ignorance can be both good and 

bad
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Do you recognize this project: Was error at 
play (e.g., was ignorance good for it)?
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It’s all about creative error; e.g. ignorance can be good: 
The Hiding Hand Principle 

(Hirschman, 1915-2012)

Prof. Lavagnon Ika@ Concept Symposium 
2022, Sept 22

10
Bad news:
� We tend to be over-optimistic
� We overestimate project benefits
and the likelihood of project success
� We underestimate project costs
and risks

Good news:
� We also underestimate our own
creativity and ability to overcome
problems
� Thus, the Hiding Hand 
‘beneficially hides difficulties from 
us’  through ‘creative error’ and 
makes us ‘stumble into 
achievement’.

Source: Hirschman, 1967



Can the Hiding Hand or error shed light on 
project behavior/performance?
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Here is what the Premier Joe 
Cahill had to say about the Sidney 
Opera: 

� ‘I want you to go down to 
Bennelong Point and make such
progress that no one who succeeds
me can stop this going from
completion’

Here is what Willie Brown, the 
Mayor, had to say in 2013 
about the San Francisco 
Transbay Transit Center

�‘If people knew the real cost from
the start, nothing would ever be
approved. The idea is to get going. 
Start digging’



So, the Hiding Hand is all about error! 
(Read Love, Ika et al.)
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Bad news:
� We tend to be over-optimistic
� We overestimate project benefits
and the likelihood of project success
� We underestimate project costs
and risks

But why?
� Because of error: scope changes, 
complexity, and uncertainty

What is error anyway?
� Error refers to the use of 
imperfect techniques, making
honest forecasting mistakes, lacking
experience, and having inadequate
data (Flyvbjerg et al., 2002; Ika et 
al., 2021)



Do you recognize this project: Was bias at play or 
was ignorance bad for it?
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It’s all about detrimental bias; e.g., ignorance is bad:
The Planning Fallacy Principle

(Kahneman, 2011 ;Flyvbjerg, 2016)
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Bad news:
� We tend to be over-optimistic
� We overestimate project benefits
and the likelihood of project success
� We underestimate project costs
and risks

And…bad news as well:
�We also overestimate our own
creativity and ability to overcome
project problems

�The typical project experiences a 
double whammy of cost overruns
and benefit shortfalls!

Sources: Kahneman, 2011 and 
Flyvbjerg, 2016



Can the Planning Fallacy or bias shed light on 
project behavior/performance?
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Take the Don Quixote Airport and 
the report on its dismal
bankruptcy: 

� ‘The loans taken out were enough
to cover the construction phase but 
no thought was given to the 
investment needed to make the 
airport function as a business’

�‘The time for the airport will come! 
It is not a ‘get-rich-quick scheme’

� Predictable but avoidable fiasco
�Each province wants an airport
just as they all want a university
�Only reason to host the airport: 
City of Don Quixote; only 75 000 
citizens
�Unrealistic traffic estimates

José Maria Barreda, Premier La 
Castilla la Mancha, Spain



So, the Planning Fallacy is all about bias! 
(Flyvbjerg et al.)
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Bad news:
� We tend to be over-optimistic
� We overestimate project benefits and 
the likelihood of project success
� We underestimate project costs and 
risks

But why?
� The problem is not cost overrun, but 

underestimation
� Because of behavioral bias in the 
main: the Planning Fallacy
� Optimism bias (delusion) and 
strategic misrepresentation (deception)

What is bias anyway?
� Bias is a systematic deviation between
the (average) judgment of a person or a 
group and a true value or norm, or in 
most cases a deviation from a statiscal
principle (Gigerenzer, 2013; Ika et al., 
2021)



Bias versus error: What’s the evidence or how many projects
experience cost deviations?
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� Unintentional vs. intentional PF

� 80% to 90%; Iron Law 
(Flyvbjerg, 2016; Flyvbjerg et al., 
2002)

� At best 57% (Love, Ika et al., 
2019, 2021)

� At best 60% prone to optimism 
bias (Ika & Feeny, 2022)

� Optimism bias reduces the 
chances of project performance 
by 20% max. (Ika & Feeny, 
2022)
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Optimism bias in transportation projects
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Cost overruns of 258 large 
scale transportation projects 
(roads, bridges, rails) 

� 9 out of 10 projects have cost 
overrun

� 20% for rails, 34% for bridges; 
20% for roads

� Overrun is found in 20 nations 
and 5 continents

� Overrun is constant for the 70-
year period covered by study

Source: Flyvbjerg et al.  (2002)
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Optimism bias and World Bank project
performance  
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� Project types: infra; gov.; health, 
education, etc. 

� Over 2,800 projects appraised 
between 1960 and 2019

� About 60% of projects are prone to 
optimism bias

� Optimism bias reduces odds of 
success by 17-20% max

19

Economic Rate or Return (ERR) N %

Project ERR higher at closure 
than approval (pessimism bias)

1,007 35.3

Project ERR lower at closure 
than approval (optimism bias)

1,723 60.4

Project ERR the same at closure 
as approval

123 4.3

Total 2,853 100.0



Bias versus error: Underlying views
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Does bias outweigh error?
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Does bias outweigh error?
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Is cost deviation all about bias or error and what do do
about it?

Recommendations to deal with
bias

� Tighten governance and make
decision-makers more accountable;

� De-bias forecasts of projects with
statistics drawn from the results of 
previous and similar projects using
Kahneman’s RCF = adding a 
contingency to a contingency; 

� Hence, lift the veil on psychological
and political causes of 
underperformance

Note: Heuristics are bad; e.g., 
“Your biggest risk is you!” 

Recommendationx to deal with 
error

� Tighten up, for example, cost 
forecasting and project 
implementation in order 

� Use best practices

� Hence, counteract slippages due to 
technical and economic causes

Note: Plan your work, work your 
plan. But be ready for welcome 
and unwelcome surprises
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Reference class forecasting (RCF)
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Up-lift

Reference Class Forecasting
(Outside View)

Estimate

Risk 
Exposure

Uncertainty

Traditional Approach
(Inside View)

Contingency

De-bias

How should we make decisions when all 
relevant alternatives, consequences, and 
probabilities are known? (i.e., this requires 
statistical thinking). 

How should we make 
decisions when NOT all 
alternatives, consequences, 
and probabilities are known 
(i.e., this requires heuristics 
and intuition) 

Risk

Uncertainty

Predicting the future by looking at similar 
past situations and their outcomes.

Adapted from Flyvbjerg and COWI (2004) Prof. Lavagnon Ika@ Concept Symposium 2022, Sept 
22
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Do best practices work? Major setbacks of the error school: 
e.g., Boston Big Dig 
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Does RCF work? Major setbacks of the bias school
e.g., Edinburgh Tram 
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Asking the wrong questions leads to creating the wrong solutions 
(Ika, Love, and Pinto, 2021; Love, Ika, and Pinto, 2022a,b)
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� Problem: Cost underestimation, 
not cost overrun

�Detrimental heuristics view: 
“Your biggest risk is you!” 

� Question: So, before you make 
that big decision, ask yourself: how 
can you guard against cost and 
benefit underestimation?

� Solution: Kahneman’s “Outside 
view” thus RCF (Flyvbjerg et al., 
2018)

A post hoc, stopgap or short-term
solution to a recurring problem, a 
contingency on a contingency, an 
inflator device



Five problematic issues with RCF 
(Love, Pinto, and Ika, 2022a,b, c)
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� Cost estimators may be equally 

subject to pessimism bias. 

� The risk-uncertainty distinction 
is often overlooked yet carbon 
copy replication of cost, benefit, 
and risk patterns is key in major, 
past/similar projects.

� Optimism bias is assumed to 
prevail at the collective level.

� The assumption of bias is itself a 
biased assumption

� Heuristics are always bad or 
second-best



If both bias and error are at play, then there is a need to reconcile
them; hence the Fifth Hand can help! (Ika, Love, and Pinto, 2021)
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It’s all about both bias and error
� Bias and error combine to exact a 
heavy toll on projects

� It is not either the Planning 
Fallacy or the Hiding Hand, bias or 
error, but both; hence the need to 
reconcile bias and error, risk and 
uncertainty, and thus RCF and 
heuristics. Hence the Fifth Hand! 
But how?

Heuristics can be beneficial
and outweigh probabilistic models

� Uncertainty is at the core of the 
Fifth Hand, which is based on 
ecological rationality, or the 
understanding of the circumstances
in which bias and error work or not 
(Gigerenzer, 2013)



Why the name Fifth Hand for a new principle of project 
behavior? (see Ika, Love and Pinto, 2021)
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Project complexity Uncertainty (or state of knowledge)

Ignorance Awareness

Underestimation Hiding Hand

Making active problem-
solving possible in the face of 
ignorance

Malevolent Hand (or Planning 
Fallacy)

Exploiting the ignorance of 
third parties for profiteering 
sake

Overestimation Protecting Hand

Tackling ignorance through 
risk management and worst-
case scenario planning

Passive Hand

Stifling creativity and avoiding 
risks



How heuristics can help reconcile the bias and error debate ?

"Catching a frisbee is difficult. Doing so successfully requires the 
catcher to weigh a complex array of physical and atmospheric 
factors, among them wind speed and frisbee rotation. Were a 
physicist to write down frisbee-catching as an optimal control 
problem, they would need to understand and apply Newton’s Law 
of Gravity. Yet despite this complexity, catching a frisbee is 
remarkably common. Casual empiricism reveals that it is not an 
activity only undertaken by those with a Doctorate in physics. It is a 
task that an average dog can master. Indeed some, such as border 
collies, are better at frisbee-catching than humans." 

Andrew Haldane, 2012: “The dog and the frisbee”, 
Wall Street Journal "Speech of the Year

Prof. Lavagnon Ika@ Concept Symposium 
2022, Sept 22

31



Consider the example of a gaze heuristic!
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“Gaze heuristic refers to how a 
complex problem can be 
mastered—for example, catching a 
Frisbee in a natural and complex 
environment. 
The dog runs at a speed that 
maintains its gaze on the Frisbee at 
a roughly constant angle, 
ignoring all complex data. The 
logic is that the less information, 
the better decision-making (less is 
more). The dog focuses on a 
satisfactory solution (satisficing) 
and acts on it. For if dogs, like 
baseball players, could 
systematically predict the 
trajectory of the ball or Frisbee, 
there would be no need for 
heuristics” (Ika & Saint-Macary, 
2023 based on Gigerenzer, 2014). 



A need to build an adaptive toolbox: RCF and logical rationality under
risk versus “fast-and-frugal” heuristics and ecological rationality under 

uncertainty (Love et al., 2022, a,b,c)
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� RCF based on probability theory or 

logical rationality; it proffers a gloomy 
view where people are bad at decision 
making; people are misled by their gut 
feelings; so heuristics are bad or 
second best (Tversky & Kahneman)

� Fast-and-frugal heuristics are smart 
rules of thumb or “simple, task-
specific decision strategies that are 
part of a decision maker’s repertoire of 
cognitive strategies for solving 
judgment and decision tasks” and that 
“yield decisions that are ecologically 
rational rather than logically 
consistent”; so heuristics are good 
and lead to more accurate 
decisions

� RCF may work best under risk and 
heuristics under uncertainty (Ika & 
Feeny, 2022)



Examples of such fast-and-frugal heuristics in cost contingency
estimation (Love, Ika, & Pinto, 2022a,b,c)
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Heuristic Definition Appropriate

environment
Hypothetical scenario 

Recognition
(Goldstein 
and 
Gigerenzer, 
2002)

If option a is recognized
over b, then it has higher
value on the criterion

Recognition 
validity >0.5

Identify a light transit rail (LRT)
project experiencing a cost overrun. 
Add a contingency percentage based 
on the selected project’s estimator’s 
experience and understanding of the 
chosen LRT

Satisficing
(Simon, 
1955)

Search through options but 
stop when the first option 
exceeds aspiration level

Decreasing 
populations

Identify an LRT project with a cost 
overrun profile similar to a project whose 
contingency is to be estimated. Apply a 
contingency percentage

Take-the-
best 
(Goldstein 
and 
Gigerenzer, 
1996)

Infer which of two 
alternatives has 
the higher values by; (a) 
assessing 
through cues in order of 
validity; 
(b)stopping the search as a 
cue 
discriminates; and (c) 
choosing the 
alternative this cue favor

Cue validities vary 
highly; moderate to 
high redundancy, 
scare information

Two types of rail cars are considered for 
LRT. The attribute of lead-in time is 
considered (i.e., cue). The option with the 
earliest delivery is selected.



Examples of heuristics from my research over the years
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�Plan your work, work your plan
�But be ready for welcome and 
unwelcome surprises down the 
road
�Understand, reduce, and respond
�Understand, embrace, and adapt
�You do not do projects for the 
eggs. It’s all about benefits!
�First is not best.
�Why always trumps what. So, 
always ask why.
�Don’t underestimate the estimate
� Your biggest risk may be you but 
your biggest asset is also you.
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My email: Ika@telfer.uottawa.ca
Twitter: @Lavagnon
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