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Good morning, today I'm going to talk to you about optimism, or more precisely, optimism bias. It's a phenomenon that I've been studying for the past few years and I have found that this bias is amazingly common; 80 percent of us have this bias. So, let’s start by defining this widespread bias that affects 4 out of 5 of us. The optimism bias is a tendency to be TOO positive by overestimating the chance of experiencing good events or by underestimating the possibility of experiencing bad events. Because we have optimism bias, we do not think we will get cancer or be in a car accident. On the other hand, we think too positively about how well we will do in our careers and how long we will live. In short, we're too optimistic about things like our careers and our lifespans but not realistic about our chances of getting an illness like cancer or being in an accident. As you can see, it’s two sides of the same coin.

Let me give you two common examples of optimism bias. Let’s start with marriage. In the Western world, divorce rates are about 40 percent. That means that two out of five married couples get divorced. But when you ask newly married couples about their chance of divorce, they usually estimate it at zero percent. A really interesting study was recently done on divorce lawyers, who certainly know how common divorce is. Even these lawyers cannot accurately guess their own chance of divorce. Although divorce lawyers have lots of experience with couples getting divorced, they do not have a realistic view about the chance of their own marriage ending in divorce. Another good example of optimism bias is people’s view of their personal future. In a recent survey in Britain, three out of four people said that they were optimistic about the future of their own families. That’s right, 75% said they believe there will be a better future for their family. However, only 30% said that they thought families in general would do better. Yes, only three out of 10 people think things will improve in general. So, you see that for marriage and in general, people are optimistic about their own future, but they're not optimistic about other people’s future. 

So, it is clear that we have optimism bias, but is it good or bad for us?  Some people say it’s bad.  They say the secret to happiness is low expectations. They say if we don't expect to find love or be healthy and successful, we won’t be disappointed when these things don't happen, and we will be pleasantly surprised when they do. This sounds like a good theory, but it turns out to be wrong for three reasons. 

The first reason is about self-confidence. People with high expectations have more self-confidence than people with low expectations. Studies have found that when people who are optimists and have high expectations succeed, they believe that success is a result of their own personality. They say, "I'm smart; therefore, I got an A." When they fail, they don’t think it’s because they are stupid but because the exam was unfair. They are confident they will do better next time. People who are pessimistic and have low expectations do the opposite. When they fail, they think it’s because they are stupid, and when they succeed they think it’s because the exam was really easy. As a result, optimists generally have more self-confidence, but pessimists usually lack self-confidence.

The second reason the theory is wrong is because optimistic people look forward to events they think will be positive, and this makes them happier. Let me explain how looking forward to events makes you happier by talking about a study of people’s favorite day of the week. Did you know people generally prefer Friday to Sunday? It's a surprising fact because Friday is a work day and Sunday is a day off, so you'd think that people would prefer Sunday, but they don't. When you ask people about their favorite day of the week, Saturday comes first, then Friday, then Sunday. After Saturday, people prefer Friday because it includes looking forward to the weekend ahead. On Sunday, the only thing you can look forward to is the work week. And looking forward to events has such a big effect on people that they are happier on Fridays than on Sundays. 
The final reason this theory is wrong is related to health. If we expect the future to be bright, stress and anxiety are reduced, and this improves health, so better health is another benefit of optimism bias.

So you’ve just heard about the benefits of optimism bias, but there are, of course, downsides, and we shouldn’t ignore them. One problem is putting ourselves in danger. For example, a firefighter captain investigated the deaths of firefighters and found that firefighters were too optimistic about their chance of surviving dangerous situations. Firefighters often told him, “We didn't think the fire was going to hurt us.” However, the information available to them clearly showed how dangerous the fire was, but they were too optimistic about their chances of surviving the danger. So, the firefighter captain explained optimism bias to his firefighters. He made them understand that they had to consider the dangers more carefully. When the firefighters understood optimism bias, they were more careful and had fewer injuries. Let me tell you about one more negative effect of the optimism bias. It leads to bad financial decisions. Optimism bias makes people guess that the cost of something will be much lower than its actual cost. For example, people are optimistic that they can finish a job cheaply, and they predict a low cost. Because the British government was aware of this tendency, they guessed the costs would be 20% higher for the 2012 Olympics than people predicted. They were almost exactly right – the British government added 20% to cost estimates for the Olympics and their higher estimate was very accurate. So, being aware of the downsides of optimism bias can protect us from physical danger and from bad financial decisions.

Let me finish by telling you a story about three penguins. One of the penguins is pessimistic and says penguins will never fly. Because of his negative attitude, he never tries to fly and never will fly. To make any kind of progress, he needs to be able to imagine a different reality and to believe it is possible. A second penguin is extremely optimistic. He just jumps off a cliff hoping that he will be able to fly but, unfortunately, finds himself in a difficult situation when he hits the ground. The third is an optimistic penguin who believes he can fly but then puts a parachute on his back before jumping off the cliff just in case things don't work out exactly as he had planned. The third penguin, the one who wears the parachute when he tries to fly, is a great example. Like this penguin, people’s optimism should lead them to attempt difficult tasks, but they should still take precautions as needed. Thank you for listening and I wish you safety and great success as you try to fly to new heights.
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