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AS PROMISED IN 2019!  AI !
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WELCOME AND INTRODUCTIONS 

❑ Mitch Sowards, 

Executive Technologist

❑ Mitch Sowards, 
Avatar Version
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AGENDA 

• What is Artificial Intelligence (AI)?

• Understanding The Problem
• NOISE – “The Invisible Enemy”

• A Noise Audit of Judges

• Compensating for Pattern Noise
• A Real Life Example

• A Validation Example

• Compensating for Level Noise

• How AI (Helps, Can) Solve the Problem
• Low-ish Tech Example 
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WHAT IS AI?

The aim of AI is to improve technology by adding 
functionality related to the human acts of reasoning, 

learning, and problem-solving. 
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WHAT IS AI?

The aim of AI is to improve technology by adding 
functionality related to the human acts of reasoning, 

learning, and problem-solving. 

Today’s session will focus on a fundamental “way” that AI 
helps improve human problem solving – by reducing 

“noise” in the decision-making process.

We will NOT be spending a lot of time on the tools and 
techniques used to implement AI products or on the 

broader AI context.

If you would like to spend 5 minutes on a broader primer 
on AI, please check out a video at:

https://www.youtube.com/watch?v=2ePf9rue1Ao
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NOISE – THE INVISIBLE ENEMY

Credit Where 
Credit is Due!
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NOISE – THE INVISIBLE ENEMY

NOISE - the undesirable variability among judgements 
of the same case by multiple individuals.

➢ In many aspects of life we are making “predictions” 
or striving for “right” outcomes.  

➢ Noise is one enemy of deciding rightly.  
➢ “Bias” is another enemy but not our topic for today.  

In fact, “noise” is likely the largest component of 
inaccuracy because it is mostly not acknowledged or 
known!
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A NOISE AUDIT OF JUDGES

In 1981 a study of federal judges was performed.

208 judges took part in the study.

There were 16 hypothetical cases where a defendant 
had been found guilty and was awaiting sentencing.

Each of the 208 judges evaluated the same facts of 
each case and determined what they deemed to be a 
“just” sentence for the defendant.
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NOISE – A 
Noise Audit of 
Judges



NOISE – A NOISE AUDIT OF JUDGES
Question:  “We’re not judges.  How does this apply to me in 
my business/organization?”

Answer:  “It applies almost everywhere that individuals, 
teams, or companies must make decisions or predictions.”  
A real-life example is coming up, but here is just one more 
business-related example:

Imagine you are an insurance company, and you have a team of underwriters.  
Each underwriter is a trained expert.
They must choose the correct premium for every policy for which someone applies. 
If they choose a premium too high, the applicant goes elsewhere.  If they choose a premium 
too low the company either loses money or doesn’t achieve optimal profit.  

A noise audit of these underwriters, all given the exact same sample applicants would 
(probably) reveal an undesirable level of noise among their judgements. The company 
should “do something” to reduce the level of noise to maximize their business success!
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Compensating 
for Pattern 
Noise 1.

2.

3.

4.

5.

6.

7.

Let’s imagine that Real Mitch is 
responsible for evaluating 
candidates for employment at 
Aldridge.

And Mitch is going to evaluate 
every candidate on 7 factors which 
Aldridge has deemed to be 
important for predicting success in 
job performance.



Compensating for 
Pattern Noise
A Real Life Example
Now let’s bring back Avatar Mitch!

1.

2.

3.

4.

5.

6.

7.



COMPENSATING FOR 
PATTERN NOISE
A VALIDATING EXAMPLE

Researchers in a different study:

• Identified 847 candidates for executive 
positions

• Engaged experts from an international 
consulting firm to evaluate the 
candidates on 7 identified predictors of 
job performance 

• Job performance outcome was known

• Divided the candidates into 3 groups

• In each group they generated 10,000 
different RANDOM models of the 7 
predictors 
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Compensating for 
Pattern Noise
A Validating Example

How Do You Think the Random Linear 
Models Compared to the Human 
Experts?  

What percentage of the time do you 
think the RANDOM models 
outperformed the experts?

Group 1?

Group 2?

Group 3? 



COMPENSATING FOR LEVEL NOISE

Remember that Level Noise is 
variability in the average level 
of judgements among differing 
“judges” (differences between 
rows in the spreadsheet) as 
opposed to

Pattern Noise which is 
variability in judges’ responses 
to particular cases (differences 
between columns for a 
particular row.)

What are some ways to 
compensate for Level Noise?

Approaches to Reduce Level Noise

• Use aggregation of judgements (to 
combine multiple judgements into one)

• Use reference cases (to make sure all 
judges rate or rank on the same basis)

• Always keep in mind the “base rate”
• Manage “group dynamics” like 

information sequencing, information 
cascades, and group polarization.

• Be wary of objective ignorance!
• Use Decision Observers where possible to 

help avoid above pitfalls.
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HOW AI (HELPS, CAN) SOLVE THE 
PROBLEM

We saw in the Real Mitch vs Avatar Mitch how simple algorithms 
can outperform human judges.  

And they do this by driving noise down to zero.  There can still be 
other sources of “error” but at least noise is eliminated.

Simple algorithms don’t outperform human judges by a lot. But as 
algorithms are expanded with more factors and more data, they 
get better.  And with better decision hygiene a simple algorithm can 
behave markedly better.

You can start small using available BI tools to create algorthims
that improve decision or prediction making processes.
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HOW AI (HELPS, CAN) SOLVE THE 
PROBLEM
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HOW AI (HELPS, CAN) SOLVE THE 
PROBLEM

Learn More:
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THE AI CANVAS

Prediction Judgment Action Outcome

What must you predict to 
achieve the desired 
Outcome?

What value(s) do you place 
on the various alternatives to 
the possible Outcomes?

What action do you take 
based on a prediction?

What is the Outcome you 
desire?

Input Training Feedback

What data exists (or do you 
need) for the algorithm to 
operate upon?

Use the available historical Input data to train the algorithm. Take results of future 
Predictions/Actions/Outcom
es to update the algorithm 
with more/newer data.
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THE AI CANVAS
Prediction Judgment Action Outcome

Predict which soon-to-
be college graduates will 
be ranked/rated “high-
performers” at a 
professional services 
firm at 1 year mark.

A “failed” new hire will 
cost more than $100K.  
A successful new hire 
will generate >3X of 
compensation/yr of 
revenue.

Hire new college 
graduates.

New hires producing 
>3X of compensation in 
revenue after 1 year.

Input Training Feedback

• Graduation 
percentile

• Extra-curricular 
activities

• Extra-curricular 
leadership roles

Use the available historical Input data to train the 
algorithm.  Use same data as Input but add data for 
1 year ranking/ratings.

Take results of future 
Predictions/Actions/Out
comes to update the 
algorithm with 
more/newer data.
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MITCH’S 
“HIGH PERFORMER” 
PREDICTION MACHINE!
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IN SUMMARY

• AI contributes to better decision making

• Through improving “predictions”

• Which allows human “judgement” by applying differing 

values to differing possible outcomes.

• To build your own “AI” prediction machine

• You need input data (and lots of it!)

• Some workable algorithm for evaluating the input data

• And an analytics tool that can be as simple as Microsoft 

Excel

• You can get started quickly 

• IF you already have good historical data

• AND if you already have a formula or algorithm that you can 

feed the historical data

• You can use Microsoft Excel and it’s data analysis tools
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ASK MITCH!
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