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Computers

Experts are Getting Squeezed

Expert Wisdom of Crowds
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What Defines Expert Performance

Source: Michael J. Mauboussin, “Are You an Expert?” Mauboussin on Strategy, October 28, 2005.
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Conditions for the WOC to work
Diversity
Aggregation mechanism
Incentives 

Carefully consider problem type   
Needle in the haystack
State estimation
Prediction

When the WOC Works

Source: Michael J. Mauboussin, “Explaining the Wisdom of Crowds,” Mauboussin on Strategy, March 20, 2007.
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Which person is not a member of the Monkees?

A. Peter Tork
B. Davy Jones
C. Roger Noll
D. Michael Nesmith

Needle in the Haystack

Source: Scott E. Page, The Difference (Princeton, NJ: Princeton University Press, 2007).
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Assume 100 people have knowledge, 
distributed as follows

• 7 know all 3 of the Monkees
• 10 know 2 of the Monkees
• 15 know 1 of the Monkees
• 68 have no clue

Needle in the Haystack

Source: Scott E. Page, The Difference (Princeton, NJ: Princeton University Press, 2007).



7 Deep Blue, the Wisdom of Crowds, and the Demise of Experts

Noll will get 34 votes

Two variables are key
Percentage who know the answer
Degree of randomness

Needle in the Haystack

Source: Page, Scott E., The Difference (Princeton, NJ: Princeton University Press, 2007).
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Diversity Prediction Theorem

Source: http://polisci.lsa.umich.edu/faculty/spage.html.

Diversity Prediction Theorem

Collective Error = Individual Error – Prediction Diversity

Scott Page’s
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Estimating a State

Jelly Beans

Source: iStockPhoto.

Actual: 1,116
Class Average: 1,151

Collective Error:   3.1%
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Prediction

Academy Awards

2007
Consensus: 11 out of 12 correct
Best student: 9 out of 12 correct
Average student:   5 out of 12 correct

Source: www.turbosquid.com.

12 categories
Not a poll, a prediction
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Use computer algorithms

Tap wisdom of crowds

Can Doctors Expand Expertise?
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The Future?
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The views expressed in this commentary reflect those of Legg Mason Capital Management (LMCM) as of the date of this 
commentary. These views are subject to change at any time based on market or other conditions, and LMCM disclaims any 
responsibility to update such views. These views may not be relied upon as investment advice and, because investment 
decisions for clients of LMCM are based on numerous factors, may not be relied upon as an indication of trading intent on 
behalf of the firm. The information provided in this commentary should not be considered a recommendation by LMCM or 
any of its affiliates to purchase or sell any security. To the extent specific securities are mentioned in the commentary, they 
have been selected by the author on an objective basis to illustrate views expressed in the commentary. If specific securities 
are mentioned, they do not represent all of the securities purchased, sold or recommended for clients of LMCM and it should 
not be assumed that investments in such securities have been or will be profitable. There is no assurance that any security 
mentioned in the commentary has ever been, or will in the future be, recommended to clients of LMCM.  Employees of 
LMCM and its affiliates may own securities referenced herein.

Please limit distribution of slides to the August 7, 2007 National Alliance for Physician 
Competence workshop.


