
WHY DP WORLD IS INTRODUCING 
A3 THINKING IN TO INVESTMENT 

DECISION MAKING…
London 20240613



Classification: Public - HO

A

B



Classification: Public - HO

“A certain town is served by two hospitals. In the larger hospital about 45 
babies are born each day, and in the smaller hospital about 15 babies are born 
each day. As you know, about 50 percent of all babies are boys. The exact 
percentage of baby boys, however, varies from day to day.

 Sometimes it may be higher than 50 percent, sometimes lower. 

For a period of 1 year, each hospital recorded the days on which more than 60 
percent of the babies born were boys. “



Classification: Public - HO

Which hospital do you think recorded more such days? 

A - The larger hospital

B - The smaller hospital 

C - About the same (that is, within 5 percent of 
each other)
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“Steve is very shy and withdrawn, invariably helpful but with little interest in 
people or in the world of reality. 

A meek and tidy soul, he has a need for order and structure, and a passion for 
detail.”
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Is Steve more likely to be a? 

A –  librarian

B -  farmer 
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BIAS IN DECISION MAKING - EXAMPLES
Anchoring Bias: For instance, if you are told a car costs $30,000, any subsequent negotiations will revolve around that 
figure, even if the car's actual value is different.
Availability Heuristic: For example, after seeing news reports about airplane accidents, people might overestimate the 
risk of flying despite it being statistically safer than driving.
Representativeness Heuristic: For example, someone might assume that a shy person is more likely to be a librarian 
than a salesperson because the characteristics fit the stereotype of a librarian, even if statistically, there are more salespeople.
Confirmation Bias: For example, if someone believes that left-handed people are more creative, they will notice 
instances that support this belief and ignore cases that contradict it.
Loss Aversion: For example, losing $100 feels more painful than the pleasure of gaining $100, leading to risk-averse 
behavior even when potential gains outweigh potential losses.
Overconfidence Effect: For instance, a person might be extremely confident in their investment choices despite having 
little expertise in financial markets.
Hindsight Bias: After an event has occurred, people often believe they could have predicted it beforehand. This bias 
makes outcomes seem more predictable than they actually were, leading to overconfidence in future predictions.
Framing Effect: For example, people might react differently to a surgery's success rate if told it has a 90% success rate 
versus a 10% failure rate, even though both statements convey the same information.
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THE SCIENTIFIC LEARNING CYCLE….
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GFMAM AM LAND SCAPE 3.0
3.5 Decision Making

Decisions are choices made under conditions of uncertainty, complexity, and constraint. Decisions are the primary 
means of allocating and reallocating the organisation’s finite resources consistent with its value 
framework to achieve its strategic objectives. Investment decision-making comprises the policy, principles and 
criteria, decision-support techniques, information, and processes to address risks or opportunities through the 
development of alternatives and the selection of priority solutions across the full life cycle to deliver value to 
stakeholders.

Decision-making criteria should be aligned with Asset Management strategy, objectives and policy and 
value framework. Asset Management decisions should consider the trade-offs between risk, 
performance, and cost, while understanding competition for resources and other constraints. Decisions 
should be made by a capable multi-disciplinary team with appropriate experience and authority supported by 
technology. Decisions associated with action plans, and results should be tracked to assure the value delivered meets 
expectations.



LONG TAIL OF CAPEX PROJECTS



A3 THINKING FOR INVESTMENT PROPOSALS

• Is the problem well defined and the current state understood
• Is the outcome (target state) well defined
• Do we understand the barriers and the causes
• Does the proposed solution (investment proposal) address the causes
• Did we test other options as well as the chosen solution (do any 

experiments)

“Lean is common sense, vigorously applied.”
Larry Culp GE CEO







THANK YOU
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