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Principle: Some of the most difficult words for people  
to say in front of others are, ‘I don’t understand’ and  
‘I was wrong’. Creating a culture of Psychological Safety, 
openness and continuous learning increases the likelihood  
of better decisions. 

PRINCIPLE

Everyone masquerades like they know the 
answer and no one will ever admit they don’t 
know the answer, and it makes it almost 
impossible to learn.

Steven Levitt, Professor of Economics / 
author of ‘Freakonomics’
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THE CONTEXT 
You’re at a challenging board meeting.  
The investment consultant is making an 
important presentation that will require a big 
decision that you need to actively participate in.

You’ve worked with her for years 
and she’s an excellent 
communicator, but today, things 
start to get difficult by the third 
slide and by page five you’re lost. 
You look around the table – the 
Chair and your colleagues are 
nodding sagely as the consultant 
explains key points, but frankly it’s 
going right over your head. Finding 
ourselves in this situation, many of 
us will have two voices battling in 
our heads. One will be shouting, 

“Tell her you don’t understand,  
tell her to go back and explain”.  
But another will be yelling equally 
loudly, “no, just keep nodding,  
you can’t look stupid in front of 
these people”. 

Which voice wins? Part of it will  
be down to us, our mindset and 
experiences. But a key driver will be 
the culture of the boards we’re part 
of. In particular, their level of 
Psychological Safety.

In this note we discuss:

?What is  
Psychological  

Safety?

?Why is it 
important for 
asset owners?

?How you can 
improve it?



WHAT IS PSYCHOLOGICAL SAFETY?
Psychological Safety is a facet of group dynamics that 
describes how individuals feel about taking risks in front  
of others – typically expressing their views or beliefs.  
It has been investigated by both academics and industry. 
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For example, Amy Edmondson, a 
Harvard Business School professor, 
suggests that in a group where 
there is a high level of Psychological 
Safety, individuals have, “a sense of 
confidence that the team will not 
embarrass, reject, or punish 
someone for speaking up. This 
confidence stems from mutual 
respect and trust among  
team members.” [1]

It’s not just a dry academic concept 
– in 2015, Google undertook some 
very detailed research [2] to try and 
understand what makes a great 
team. Psychological Safety was 
noted as the most important factor, 
underpinning everything else their 
teams did. 

Google highlighted the challenge 
for their teams in the following way:

“Taking a risk around your team 
members seems simple. But 
remember the last time you were 

working on a project. Did you feel 
like you could ask what the goal 
was without the risk of sounding 
like you’re the only one out of the 
loop? Or did you opt for continuing 
without clarifying anything, in order 
to avoid being perceived as 
someone who is unaware?” 

The renowned economist Steven 
Levitt, neatly sums up how the 
‘I don’t understand’ problem 
impacts wider business life:

“What I’ve found in business is that 
almost no one will ever admit to not 
knowing the answer to a 
question... And I’ve found it’s 
really one of the most 
destructive factors in 
business – is that  
 
 
 

everyone masquerades like they 
know the answer and no one will 
ever admit they don’t know the 
answer, and it makes it almost 
impossible to learn.” [3] along  
with them.

WHAT IS PSYCHOLOGICAL SAFETY?



WHY DO WE FIND IT HARD TO SAY  
WE DON’T KNOW?
Evolution has shaped humans to seek and avoid certain 
things. We are all born with a powerful drive to seek and 
maintain high levels of relative status in the groups we 
participate in. This tendency has been discussed by 
ancient philosophers through to modern economists.  
As Robert H. Frank, a leading thinker in the field, notes:

People come into the world equipped with an 
inner voice urging them to rank as high as 
possible in whatever social hierarchy they 
belong to.[4]
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The evolutionary roots of this 
behaviour are related to the ability 
of higher status individuals to 
access scarce resources and have 
the widest choice of mates. 
Arguably this is still somewhat 
important to us today, although it 
plays out in a very different manner. 
An interesting point that many 
researchers note is that we find it 
difficult to acknowledge that this is 
important. Very few of us want to 
concede that we might be fully 
paid-up members of the ‘Keeping 
up with the Joneses Society’. 

Does relative status matter to you? 
Researchers typically assess this 
by asking us to think about our 
preferences regarding certain 
situations. For example, most of us 
have been in work for many years 
and many of us enjoy the 
satisfaction that comes from public 
praise from our leaders. Look at the 

thought experiment above. You can 
live in one of two worlds. Which 
world would you prefer to live in? 

Ultimately, we all have our own 
preferences. Some of us would 
choose to live in a world where we 
get higher levels of absolute praise. 
However, across multiple domains, 
including money and physical 
attractiveness, a large number of 
people would choose to have less 

WHY DO WE FIND IT HARD TO SAY WE DON’T KNOW?

WHICH WORLD WOULD YOU PREFER TO LIVE IN?

#2

You get praised five 
times a year

Your colleagues get 
praised ten times

#1

You get praised three 
times a year

Your colleagues  
get praised once

OR

of something in absolute sense if 
they can have more than others 
around them. [5] Levels of relative 
standing are important for many,  
if not all, people. 
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Status in the work environment

In our knowledge based economy, 
there is a plausible argument that 
our level of status is driven by our 
ability to deal with problems, our 
perceived level of competence and 
how ‘in the loop’ we are. 

If these attributes bring us status, 
there is a powerful drive not to lose 
it. Not being seen as ‘in the know’, 
or ‘getting things wrong’ can be 
material risk to status, but also to 
our careers. 

For example, if you are the HR 
director of a company and you 
cannot routinely answer questions 
from your CEO, such as, “What’s 
our level of turnover this quarter?”, 
you may not be HR director for 
very long! Given these incentives, 
it’s understandable why we can  
all feel uncomfortable in saying,  

“I don’t know”.

Psychological Safety in the asset 
owner context 

These ingrained behaviours that 
exist in individuals’ work lives can 
be carried over into the culture of 
the boards they sit on. 

The governance structures of many 
funds we work with means that 
they are often staffed with 
individuals who, whilst highly 
competent in their own fields,  
are not investment professionals.  
It should be easy to say, “I don’t 
understand”, but often that’s not 
the case. 

Whilst this is understandable,  
it is likely to hurt decision-making 
and should be highlighted  
and addressed.

As Steven Levitt suggests, the most 
significant casualty of an inability 
to admit what we don’t know or 
understand is learning. Unless we 
can individually and collectively 
admit when we don’t know 
something, we cannot plot an 
effective path forward.

WHY DO WE FIND IT HARD TO SAY WE DON’T KNOW?



WHAT CAN WE DO ABOUT IT? 
The drives that influence our behaviour in this area  
are powerful. However, they can be tamed and here  
are six practical steps that can help create a safer,  
more effective, environment.
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1.  Get the issue on the table

Change cannot happen unless the 
problem is acknowledged first. 
What’s the best way to do this? 
Agendas are always time 
constrained but, fitting it in over 
lunch is a useful way to start. Many 
of our clients and contacts usually 
have a strategic ‘away day’ and this 
would be a useful topic to bring up. 
Find someone who can engage your 
board in an open, engaging and non-
judgemental way. We’d be happy to 
help, but you may also find useful 
resources in your HR department. 

2.  Naming not shaming 

Whilst we all know that we should 
be able to admit we don’t know or 
were wrong – it’s hard to do. Rather 
than labelling these as individual 
character faults, it’s far more 

powerful to view these as universal 
drives that afflict us all. A ‘we’re all in 
the this together’ mentality is more 
likely to engender positive action.

3.  The role of the Chair

Chairs and senior board members 
have a huge impact in this area – 
either explicitly in the way they 
shape the structure of meetings,  
or implicitly in the way they behave.

If a Chair never says they don’t 
know, or that they were wrong, it 
makes it harder for others to do so. 
We are lucky enough to work with 
some excellent Chairs who handle 
this situation well. Some constantly 
scan the room and look for signs of 
lack of understanding and, where 
needed, will slow down the 
discussion to ensure that everyone 
is on the same page. We have also 

observed very knowledgeable 
Chairs feign ignorance and ask for 
something to be repeated. Showing 
they are unafraid to admit when 
they are lost (even if they are not!) 
creates the cultural space for 
others to do the same. 

4.  Take it outside

Much of the education or the 
training that we undertake happens 
in a group forum. Whilst this is an 
effective use of time, when people 
have varying levels of expertise, it 
won’t always yield optimum results.  
It’s particularly important to ensure 
that basic knowledge is ‘locked-in’ 
so that there is a solid platform for 
future learning. If anyone on your 
board is struggling, ask your 
consultant for some one-to-one 
training. It can generate powerful 
results, as the case study suggests.

A ‘we’re all in the this 
together’ mentality is 
more likely to engender 
positive action
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THE POWER OF A 
CONVERSATION 
When we can’t admit that we 
don’t understand something, 
what are the practical results? 
An important factor is the level 
of care the individual brings  
to the decision. If it doesn’t 
matter to them, they might 
simply go with the crowd.  
But what happens when they 
do care about the outcome?  
A common behaviour that we 
have observed is ‘blocking’ 

– stopping a decision being 
made through a variety of 
tactics. This can include 
requesting further information, 
making arguments that might 
not be relevant, etc. This 
blocking can be particularly 
effective if it comes from a 
person who has influence. 

Some time ago, we learnt an 
important lesson about this 
and the value of ‘taking it 
outside’. We were working with 
a client to try and implement 
an important piece of 
investment strategy. Whilst 
most of the Board were happy, 
one influential person was not. 
Over three separate meetings, 
we tackled every concern this 
individual raised, but to no 
avail. His opposition and high 
level of influence meant that 
others weren’t prepared to 
support the strategy. 

The breakthrough came when 
we tried a different approach. 
We suggested a one-to-one 
meeting where the consultant 
offered a comprehensive 
discussion on the subject 
tailored to their needs. This 

started with a ‘we know  
that you know this’ element 
covering some of the basic 
precepts of the strategy. What 
became clear very quickly was 
that the individual didn’t know 
the basics! But in an 
environment where there was 
no risk to status, they were 
willing to learn. This individual 
was bright and capable and 
wanted to do the right thing – 
they simply struggled with 
asking ‘stupid’ questions in 
front of others. 

Once the basics were 
‘locked-in’ there was a solid 
platform for understanding 
and the merits of the strategy 
became clearer. Reaching 
agreement then became easy. 

case study
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5. Short circuit the system 

At Redington, we know that no one 
of us is as smart as all of us. At our 
recent Redington Retreat, we spoke 
to clients about Psychological 
Safety. Specifically, what hacks they 
used to nurture and grow it. There 
were many useful contributions, 
here are our top 3:

I. The power of the confidant
One independent professional had 
recognised that some board 
members felt uncomfortable 
admitting ignorance to the Chair. 
Part of her role is now as a 
confidant – board members were 
comfortable discussing these 
issues with her. This allows the 
Chair to build a clear 
understanding where the Board 
may need extra time or training.

II. The collective discussion
Another strategy was for trustees 
to get together before any 

important meeting and have  
an open discussion about what 
they needed to know to make  
a good decision. This has two 
important effects;

(a)  consistently repeating this 
process will reinforce good 
habits and norms, and 

 (b)  doing it in advance creates 
structure for the meeting.

III. How would I explain this to  
a member?
A simple but powerful technique 
that one of our attendees uses 
when they don’t understand a 
concept is to ask the presenter, 
“How would I explain this to a 
member?” This forces the presenter 
to simplify any concept. Importantly, 
because it relates to the member, it 
neatly sidesteps the “I don’t know” 
challenge. 

6. Hold us to account 

As your advisers, we play an 
important role in helping you 
understand the choices you face.  
If we are not explaining things to 
you in a way that helps you make  
a clear choice, then hold us to 
account. We will probably be a little 
mortified that we haven’t done a 
good enough job, but we are 
absolutely clear that it’s our role to 
explain things in a way that works 
for you, not for us.

WHAT CAN WE DO ABOUT IT? 

“How would I explain 
this to a member?”
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CONCLUSION
Making good investment decisions has always been a 
challenge – this has been amplified over recent years 
due to increasing complexity. Now more than ever, it’s 
important for asset owners to be able to have honest 
conversations about what they need to know and how  
to learn from any failures. 

Natural human tendencies and the 
culture of many workplaces make this 
hard to do. But firms such as Google 
believe that these issues are worth 
addressing and so do we. 

Whether you make cultural changes,  
or simply implement some of the  
‘hacks’ we discussed above, increasing 
Psychological Safety in your board is 
likely to pay both short and  
long-term dividends. 
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Mission

1.  A key element of success in any 
investment undertaking is clearly 
defining the problem that needs to be 
solved and the constraints that apply. 

2.  The quality of investment governance 
can positively or negatively influence 
return generation, risk management and 
stakeholder relations. The allocation of 
governance resources should therefore 
be assessed as an investment with 
associated benefits, risks and costs, 
rather than simply a cost to be managed. 

3.  There is no ‘one size fits all’ optimal 
governance solution – the best 
approach for you will be determined by 
your individual circumstances, 
objectives and constraints. 

4.  All actions are driven by explicit or 
implicit beliefs about the world.  
Clearly defining your beliefs around  
key factors such as investment, risk  
and decision-making allows them  
to be challenged, used consistently  
and evolved. 

5.  Achieving alignment of stakeholders’ 
views is important for progress. The 
greater the clarity on stakeholders’ 
beliefs, objectives and constraints, the 
greater the ability to design and 
communicate effective solutions that 
they can support. 

People and Culture

6.  Getting the right people in the right 
roles is one of the best investments  
you can make. 

7.  Leadership is especially important – 
effective board and committee chairs 
significantly increase the odds of 
success and vice versa. 

8.  Adding independent professionals  
with appropriate knowledge to your 
investment decision-making process  
will bring experience, expertise and 
challenge that you will rarely be able  
to get internally. 

9.  Some of the most difficult words for 
people to say in front of others are,  
‘I don’t understand’ and ‘I was wrong’. 
Creating a culture of psychological 
safety, openness and continuous 
learning increases the likelihood of 
better decisions. 

REDINGTON INVESTMENT 
GOVERNANCE PRINCIPLES
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10.  Robust debate is important for 
high-quality investment governance and 
diversity of thought contributes to this. 
Too much cognitive diversity, however, 
can be as bad as too little. 

Practices

11.  Decisions should be taken in the forum 
where they have the greatest chance of 
being successful. 

12.  For every decision there should be both 
clear accountability and effective 
oversight.  

13.  Good decisions can produce bad 
outcomes and vice-versa, but over time, 
making good decisions stacks the odds 
in your favour. 

14.  Monitoring the quality of your 
decision-making can be as important as 
monitoring the financial performance of 
your investments. 

15. To create effective outcomes, you must 
not only have a clear view on which 

decisions are the most important for  
your goals, but also the discipline to 
consistently spend the right amount  
of time on these areas. 

16.  When choices are hard, there can be  
a powerful urge to do nothing. It’s 
important to recognise that not making  
a decision is a decision in itself, for which 
you retain responsibility. 

17.  If you don’t believe you have the skill-set 
or time to make a good decision, then 
consider how to get the skills and time 
you need. If you can’t do this, consider 
alternate governance solutions.
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which may appear above are not necessarily 
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or other reference rates or prices. Neither the 
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