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As businesses try to adapt to the ‘new normal’, the temptation is to rely

on past experience to make big decisions. Teresa Almeida and Grace

Lordan (LSE) warn that they need to adopt different, scenario-based

approaches, and listen to a wide range of voices in their organisation –

not just ‘people like us’.

The “new normal” is now ingrained in the discourse surrounding COVID-

19. As we lift our heads and �nd our feet, the phrase expresses the

certainty we crave as we navigate towards the future. Behavioural

science can help this effort – not by somehow revealing the right

choices to make, but by recognising that at times of uncertainty, how
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we approach decision-making changes. We rely more on heuristics and

biases which affect how we assess risk, and perceive costs and

bene�ts.

When we face unexpected challenges, it is natural to rely on the familiar

and to devise solutions based on past experience. In a very timely

book, Radical Uncertainty, which was published earlier this year, John

Kay and Mervyn King analyse how the probabilistic analysis core to

business and economic models can engender a false sense of security

when the outcome is unknowable. Drawing on economics, statistics,

anthropology and other �elds, they argue that models that aim to

maximise expected utility and return are best suited for “small worlds”

where past experience can be used to make strategic and economic

decisions – but not where the future is unpredictable or uncertain. And

our way out of this pandemic is both unpredictable and uncertain,

particularly when it comes to damage to the economy.

Fridtjof Nansen, a Norwegian explorer and Nobel Peace prize winner,

was a polar hero. In the late 19th century, he observed the sea currents

over the Polar Sea towards Greenland and developed the idea that the

ice �oes drifted across the polar area towards the North Pole, a point no

human had ever reached. To test this theory, he organised an expedition

and designed and built a ship, the Fram, which could withstand the

pressure of becoming frozen in the ice. The expedition departed in June

1893, and the ship held, enduring temperatures of -50C.

https://frammuseum.no/polar-history/explorers/fridtjof-nansen-1861-1930/


19/06/2020 How behavioural science can help firms navigate the 'new normal' | LSE Covid-19

https://blogs.lse.ac.uk/covid19/2020/06/09/how-behavioural-science-can-help-firms-navigate-the-new-normal/ 3/10

A model of the Fram in an Oslo museum. Photo: gig4791 via a CC-BY-

NC-SA 2.0 licence

Early into the second year of being locked in the ice, Nansen’s

calculations showed they were not in fact drifting towards the pole, and

at times were further south than the original departure point. When

faced with a choice of returning home having failed to achieve his goal

or carrying on, he convened his crew and decided to attempt to reach

the pole on skis. He took only one other person and limited provisions,

leaving the rest of the crew on the Fram. They spent weeks travelling by

foot on the ice. But unknown to them, conditions were pushing the ice

south faster than they were able to travel. They ran out of supplies and

were forced to turn back south having reached the 86°N and failing to

reach the pole. Their return journey was even more perilous: without

supplies and skis, the two explorers spent another winter on the ice. To

survive they created an improvised dug-out where they hid for months

before eventually encountering another explorer on a desolate island,

which saved their lives.

The expedition enabled many important scienti�c advances regarding

polar currents, and Nansen’s inventions inspired further voyages north.

However, it is also an example of how, when faced with the unknown,

people rely on heuristics such as overcon�dence and sunk cost bias

and underestimate the current situation. It was impossible for Nansen

https://www.flickr.com/photos/85428086@N00/17594631579/in/photolist-sNM5YT-sNDeX9-sNEqRd-6fxLhS-6feuoB-2bvfusg-6fiJ1W-6fiwxd-6fiHom-6fem82-Vy4BAi-6fexWn-6fiB4Q-6fix9q-6fiCcA-6fesST-6feyme-L5fC81-6fexEr-6feu9e-6fiFCA-6fez6e-6fiwYf-6fiFb5-6fes9n-6fizQS-6fiEwq-6feyNV-du5vCu-6fivYh-6fet9n-6fex3p-6fetrp-6ferna-d7ThRS-6fekKF-6fiwcy-6fiEiW-6fivt7-6fevua-6fiFoA-6fiCYo-6feoDg-6fiz1j-6fiy3o-6fizw9-6fixME-6fewxz-6fiK7U-6fenGP
https://creativecommons.org/licenses/by-nc-sa/2.0/
https://www.nationalgeographic.com/magazine/2009/01/nansen/
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to know he was relying on an incomplete map and that his own

calculations were incorrect. But his decision to carry on shows the

mistakes humans make when using incomplete information. In

behavioural science this is known as “narrow framing” – a tendency to

see each decision without considering the overall context. In decisions

involving risk, this can lead to an overfocus on short-term losses or, as

was the case of Nansen, failing to see the big picture and the overall

risk in his venture.

A recent CFO pulse check survey conducted by BCG shows that most

Chief Financial O�cers have adapted to the COVID-19 lockdown and

are in broad agreement on the type of actions to take in the medium

term. Devising an initial plan with the help of currently available data is

of course important. But managers should not ignore long-term

planning. Failing to do so can lead to miscalculation. Like Nansen, it is

hard to predict what will happen when we reach uncharted territory, and

relying on imperfect models can give undue weight to the con�dence

we place in our predictions. Instead, �rms need to be able to cope

rather than optimise, and avoid assuming that static processes and

solutions built for now will still be �exible when we get new information.

In a recent panel on the lessons from behavioural science for the

pandemic, Paul Dolan discussed how in the face of fresh evidence and

ambiguous information, individual beliefs and the stories and solutions

we communicate will need reframing. However, this may be a slow

process unless businesses and policymakers actively plan different

scenarios based on potential evidence, so as to overcome the desire for

a consistent narrative.

A scenario-based approach can help policy makers and businesses

remain agile amid noisy signals. Scenarios which explore the key

sources of uncertainty and evaluate their potential implications can

improve resilience. The psychologist Gary Klein coined the term

premortem, where teams come together to suggest reasons why a

https://www.aeaweb.org/articles?id=10.1257/aer.96.4.1069
https://www.bcg.com/publications/2020/cfo-pulse-check-covid-19.aspx
http://www.lse.ac.uk/Events/2020/05/202005131400/behavioural-science
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strategy might fail, �nding weaknesses and identifying risks. The ability

of leaders to do this relies in part on individual differences and past

experiences. However, group dynamics also play an important part.

Diverse groups can act as a positive force, but their success depends

on being able to have a breadth of views in the room, sharing unique

information. When Nansen convened the crew of the Fram, no one

spoke out against the plan to ski to the pole. His con�dence and the

crew’s desire to conform may have led to groupthink. Similarly, an

analysis of a global data set of more than 1,000 CEOs and CFOs shows

that along with Net Present Value ranking, timing of cash �ows and

�nancial constraints, capital is allocated within �rms based on “gut feel”

and the personal reputation of senior management. This leads to

con�rmation bias and the halo effect creeping into decision-making. To

reassess the landscape and �nd the best plan of action, �rms need to

extract and analyse information from silos in the organisation.

Now, more than ever, we need diverse perspectives around the table,

with leaders encouraging dissent. Collective intelligence improves a

group’s capacity to deal with uncertainty, but the value is not in the

average or maximum knowledge of group members. Instead, group

performance is correlated with equality in who gets to speak, and the

diverse make-up of teams. At the same time, uncertainty leads to

emotional responses and reliance on what is familiar, which erodes

some of the gains of diversity. In a study of labour force data during

recessions, Grace Lordan, director of the LSE’s Inclusion Initiative, found

that discrimination and inequality in wage and employment widens

during recessions, with the worsening of labour market outcomes

concentrated among high-skilled workers. We can learn from the impact

of the 2008 �nancial crisis and take action to get inclusion right. The

Virtual Inclusion in the City report analyses obstacles faced by the City

of London’s leaders, posing solutions grounded in behavioural science.

For instance, �rms can audit decisions about labour force changes.

https://doi.org/https://doi.org/10.1016/j.jfineco.2014.10.011
https://doi.org/10.1126/science.1193147
https://econpapers.repec.org/article/eeeeecrev/v_3a84_3ay_3a2016_3ai_3ac_3ap_3a57-75.htm
http://www.lse.ac.uk/PBS/Research/tii/about
http://www.lse.ac.uk/PBS/Research/tii/assets/documents/Virtual-Inclusion-in-the-City-report-large.pdf
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They can also avoid making performance assessments which are more

likely to be based on unconscious biases.

John Maynard Keynes emphasised the role of psychology in

economics. He argued that individual beliefs and expectations in�uence

decision-making regarding estimates of the future, which in turn impact

the market. Leaders are now being asked to chart a course to safety in

an imperfectly de�ned context. In these situations, it is hard to calculate

relative probabilities to optimise decision-making. Narratives allow us to

interpret present experience and to transmit collective knowledge. They

are a powerful mechanism for maintaining stability or promoting

change in organisations. But collective knowledge only arises when

leaders embrace diversity of thought and look beyond those “who look

like me”. Dealing with uncertainty requires embracing rather than

fearing a communicative spirit of trial and error. The “new normal” is in

fact a new territory, which like Nansen’s North Pole, is still uncharted.

Listen to your crew, and keep the �exibility to recalculate the route along

the way.

O�ine references

Bruner, J. (1991). The narrative construction of reality. Critical inquiry,

18(1), 1-21.

Kahneman, D., & Tversky, A. (1973). On the psychology of prediction.

Psychological Review, 80(4), 237.

Kay, J., & King, M. (2020). Radical Uncertainty. The Bridge Street Press.

Keynes, J. M. (1936). The general theory of interest, employment and

money.

Klein, G. (2007). Performing a project premortem. Harvard business

review, 85(9), 18-19.

https://doi.org/10.1080/19416520.2016.1120963


19/06/2020 How behavioural science can help firms navigate the 'new normal' | LSE Covid-19

https://blogs.lse.ac.uk/covid19/2020/06/09/how-behavioural-science-can-help-firms-navigate-the-new-normal/ 7/10

This post represents the views of the authors and not those of the
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