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Context and Background 

One of the preeminent social psychology books of the 2010s, Thinking, Fast and Slow was an 
overnight hit when it was first published in 2011. The book quickly rose to the top of the New 
York Times bestseller list and received a variety of acclamations. As well as being featured in 
numerous book-of-the-year lists from The New York Times, The Economist, and The Los 
Angeles Times, the book won the National Academy of Sciences Best Book Award for 2012.


Summarizing decades of psychological research, author Daniel Kahneman, who won the Nobel 
Prize in Economics in 2002, takes readers on a journey into the inner workings fo the decision-
making mind. Despite its challenging insights about human nature, the book offers strategies 
and observations that may help individuals make more informed and unbiased judgments. 
Thinking, Fast and Slow has sold millions of copies worldwide and become a vital resource 
about decision-making behavior for countless CEOs, investors, policymakers, and leaders.


Introduction 

The mind is split—inhabited by two selves with different personalities and complimentary 
functions. They drive our interactions, judgments, and decisions, often tricking us into 
behaving in ways others would deem irrational or foolish. These selves allow us to 
overestimate our knowledge of the world, underestimate the role of chance, and trust, ever so 
confidently, in the model of a rational, informed self. The truth is that the mind is far less 
rational, and far more ignorant, than most people are prepared to admit.


That is the central premise of Thinking, Fast and Slow, a book that seeks to explain why we are 
so vulnerable to bias, overconfidence, heuristics, and statistical illiteracy. Through a new model 
of the thinking process, author and behavioral psychology Daniel Kahneman invites us to 
rethink our trust in rationality as the agent of decision-making behavior. Instead, he presents a 
model of the mind that is split between two modes or “systems”—one that is automatic and 
emotional, and another that is slow and effortful.


Through countless fascinating research studies, Kahneman explains how this cognitive split 
and the complex relationship that exists between its systems, forms the basis of our cognitive 
biases, errors of judgment, and statistical oversights. It is this same collaborative and 
sometimes problematic relationship that helps or hinders the way we process information. It 
explains the virtuosic ease with which some people arrive at decisions or carry out tasks, and, 
more importantly, it is the seed of our most flawed and consequential choices.


Kahneman’s decades of research alongside long-time collaborator Amos Tversky was 
punctuated by his winning of the Nobel Prize in Economics in 2002. The research that led to 
that extraordinary honor is summarized in fascinating detail in Thinking, Fast and Slow.


Big Idea Number 1 - The Human Mind Has Two Selves 



Thinking, Fast and Slow introduces us to the two-part play that is the thinking mind. Our 
dueling protagonists go by many names and are, in fact, mere models of complex mental 
behaviors, but they nonetheless account for the two prevailing modes of human thought. 
Kahneman prefers the terms System 1 and System 2.


• System 1 operates quickly and automatically, with little to no effort and no sense of voluntary 
control. It is always on alert.


• System 2 operates slowly, allocating attention to the more strenuous activities of the mind.


System 1 produces ideas, suggestions, and intuitions for System 2 to then process and, 
potentially, endorse. Most of the time, System 2 endorses these intuitions with little to no 
modification. If a more detailed analysis is needed—say, a difficult computation for which the 
quick and intuitive System 1 has no answer—System 2 can be leveraged to do the heavy 
lifting. This includes complex calculations, statistical analysis, and even subjective experiences 
like choice and concentration. Fundamentally, however, System 2 is lazy, and does not want to 
exert its precious faculties.


Despite its flaws, this division of labor is highly efficient. For a mind that is constantly being 
bombarded with stimuli, the division keeps effort at a minimum. It works most of the time 
because System 1, despite being automatic and intuitive, is pretty good at modeling familiar 
situations and reacting to challenges.


Through associative memory, our minds model rich and detailed images of the world, and 
system 1 can immediately distinguish between novel and familiar events. It can generate an 
idea of what was expected, and it can automatically search for causes. Under the right 
circumstances, this is how skill is developed. As Kahneman writes, “A sign of skill is the ability 
to deal with vast amounts of information swiftly and efficiently.”


Problems arise, however, when System 1 is faced with too much cognitive strain. System 1 
prefers cognitive ease, relying on it like fuel, but it does not deliver a warning sign when that 
ease lapses into strain. Meanwhile, System 2, indolent and unable to distinguish between skills 
and heuristics, tends to endorse the flawed analyses of System 1.


You may recognize some of the byproducts: biases, cognitive illusions, statistical oversights, 
overconfidence. To put it in more familiar terms, we make mistakes because we don’t know 
any better.


Big Idea Number 2 - You Cannot Expect People to Behave Rationally 

Thinking, Fast and Slow takes aim at a long-held position in behavioral economics that human 
beings are fundamentally rational actors. Drawing on numerous research studies, some of 
which he conducted himself, Kahenman makes an important distinction between reasonability 
and rationality. In describing rational behavior, it’s not whether someone’s beliefs are 
reasonable but whether they are internally consistent.


The research is clear: People simply cannot be described by the rational agent model of 
behavior, and the implications for leaders and decision-makers are profound.


For example, when forecasting outcomes for risky projects or investments, decision-makers 
often fall victim to what Kahneman calls the “planning fallacy.” It refers to forecasts that are 
unrealistically close to best-case scenarios or could be improved by consulting comparable 
studies or statistics. In this space—guided by the heuristic intuitions of System 1 and the lazy 



endorsements of System 2—leaders make decisions based on delusional optimism rather than 
unbiased assessments of data.


Even at the level of individual consumer choices, we make decisions as problems arise. We 
overestimate benefits and underestimate costs. And most fo the time we simply lack the 
mental resources to enforce consistency in our preferences.


Worse yet, the culture of many businesses and organizations is designed to favor this mode of 
thinking. Those who acknowledge the extent of their ignorance—surely a measure of rationality 
in the strictest sense—can expect to be ousted by more confident actors. Acting on 
incomplete knowledge is often the preferred solution.


The belief that people are rational is the foundation of the libertarian view of public policy—that 
which says policy should never interfere with an individual’s right to choose, unless that choice 
harms others.  To extend that thinking, it could be considered rational behavior to develop a 
debilitating addiction—an argument put forth by a 1988 study called A Theory of Rational 
Addiction.


As shown through the dynamics of the experiencing vs. the remembering self, inconsistency is 
a built-in feature of System 1 and System 2. Kahneman argues through studies such as the 
cold-hand study, that we cannot trust our preferences to match our interests, because our 
preferences and decisions are based on memories, which are inherently flawed and driven by 
the duration of an informing experience.


Big Idea Number 3 - The Remembering Self and the Experiencing Self Color Every 
Decision


Just as there are two actors at work in the thinking mind, there are two actors at work on the 
scale of time. One actor experiences and reacts to events in the present moment—the 
experiencing self. The other reflects upon or recalls data from those moments, which may be 
used to inform decisions. This is the remembering self.


Thanks to the habits of System 1 and System 2, this distinction is more consequential than you 
may think.


The experiencing self originates in System 1. Here, short periods of intense joy are preferable 
to long bouts of moderate happiness. In the same vein, we tend to fear short episodes of 
intense suffering more than longer periods of moderate pain. This holds true even when the 
level of joy or pain is matched.


The remembering self, meanwhile, is a product of System 2. Here, duration is largely neglected 
in favor of peaks and end points. This habit, coupled with the mind’s susceptibility to hindsight, 
creates distorted reflections of our actual experiences. As Kahneman writes, “The rules that 
govern the evaluation of the past are poor guides for decision making, because time does 
matter.”


The conflict of the remembering and experiencing selves can keep philosophers awake at 
night. The foundation of memory, the measure of our wellbeing, and the construction of our 
very identities are all at stake. For example, should healthcare procedures be determined by 
the suffering patients actually experience, or by the intensity of their wish to be relieved of such 
suffering? 




For decision-makers and business leaders, it’s important to keep both selves in mind. Recall 
that common expressions like, “I will always remember,” or “Don’t do it, you’ll regret it,” are in 
fact fraught with uncertainty and the narratives that System 1 and 2 allow us to manufacture.


Big Idea Number 4 - Choices Hinge on References Points and Loss Aversion 

First published by Kahneman and longtime collaborator Amos Tversky in 1979, Prospect 
Theory is a model of decision-making behavior informed by Systems 1 and 2. It was cited in 
the 2002 decision to award Kahneman with the Nobel Prize in Economics.


The theory upended the prevailing model of decision theory, known as Utility Theory, which 
was also the foundation of the rational-agent model of deciion-making behavior. 


In utility theory, the value or “utility” of a gain is measured by comparing two states of wealth. 
For example, the utility of earning $500 on top of $1 million already owned is the difference 
between the utility of $1,000,500 and the utility of $1 million. According to utility theory, gains 
and losses are thus given a linear representation of value. There is no way to show, through 
data, how the disutility of losing $500 could be greater than the utility of earning or winning the 
same amount.


Prospect theory corrects this theory-induced blindness with an asymmetrical, S-shaped curve 
or value function. It describes how people assess their perspective of losses or gains in an 
asymmetric manner. For example, the pain of losing $1,000 is best offset not by winning 
$1,000 and breaking even, but by earning $2,000 and profiting $1,000. 


The rejection of such a gamble is an act of System 2, but the most important inputs are 
emotional responses stemming from System 1. In short, the reaction to a loss is often stronger 
than the reaction to a corresponding gain.


Many of these findings extend to real-world market conditions. Kahneman points to a study of 
the condominium market in Boston during a downturn. The authors compared the behavior of 
owners of similar units who had bought their dwellings at different prices. The rational-agent 
model holds that the buying price is irrelevant because it’s in the past; only the current price 
matters. For actual owners in a down market, the high reference point of the buying price led 
them to spend more time trying to sell their home at a higher price.


The implications even extend to those living in poverty. Under prospect theory, being poor is 
“living below one’s reference point.” Being unable to afford things asserts a feeling of always 
operating at a loss. Small sums of cash received are therefore perceived not as gains but as 
reduced losses. As Kahenman writes, “The money helps one climb a little toward the reference 
point, but the poor always remain on the steep limb of the value function.”


Big Idea Number 5 - When You See a Minefield, Slow Down 

System 1 and System 2 may be efficient in their own right, but they are far from perfect. As we 
have seen, there are numerous traps and pitfalls we are vulnerable to. So what can be done? 
Fortunately, Kahneman offers strategies for avoiding those traps and assisting decision-makers 
when the limits of Systems 1 and 2 are in sight.


First and foremost, the way to block errors that originate in System 1 is to recognize the signs 
that you are in a data jam or “cognitive minefield.” If you see the signs, slow down and ask for 
reinforcement from System 2.




Of course, that’s easier said than done. As we’ve seen, there are no warning bells indicating 
that you are about to make an uninformed or irrational choice. A novel intuition—however 
derived or analyzed—is often louder than the voice of reason, which is slow and lazy. Under the 
stress of a big decision, it can be quite uncomfortable to question your intuitions and risk 
looking weak or indecisive. Worse yet, cognitive illusions are often more difficult to recognize 
than perceptual illusions. 


That being said, it is a lot easier to recognize when others are wandering into a cognitive 
minefield. Observers, deputies, and assistants are less cognitively busy during these situations 
and may be more open to outside information.


Another ally in the struggle to make better decisions is the presence of groups or even 
organizations themselves. Organizations are better at avoiding these kinds of mistakes 
because they are inherently slower and more deliberative. They can also impose order and 
analysis when it is needed. Kahneman recommends leaders adopt checklists, exercises, and 
enhanced vocabularies to encourage a culture of slow thinking.


In thinking about organizations as “decision factories,” there are stages to the production 
process that directly impact outcomes. Those are:


1. Framing of the problem

2. Collecting the relevant data needed to make a decision

3. Reflecting on and reviewing the information


According to Kahneman, improving the efficiency of each stage will result in improved 
decision-making.


_____


We hope you enjoyed the five key takeaways from Thinking, Fast and Slow by Daniel 
Kahneman. Before we go, we’d like to share a few takeaways from the book.


Recall that System 1 and System 2 are the two actors in the stage play that is the thinking 
mind—the first is constantly alert and prone to quick, intuitive thinking; the other is slower and 
lazier, but is highly adept at processing broad sets of data that are too great for System 1 to 
handle.  


The nature of System 1 and System 2 all but discredits the view of people as inherently rational 
actors. We tend to overestimate benefits and underestimate costs, all while lacking the 
resources to arrive at fully rational decisions.


There are two halves to the self that split on its point in time. The remembering self, a product 
of System 2, recalls pain and pleasure differently than the experiencing self, which is a product 
of System 1.


Kahneman’s magnum opus, Prospect Theory, describes how people’s preferences in a loss-or-
gain scenario are not linear, but highly dependent on reference points and an intense aversion 
to losses.


To avoid the errors brought on by the design of System 1 and System 2, it is best to recognize 
the signs of cognitive strain and slow down, allowing System 2 to take over. Better yet, lean on 
the wisdom of the group or an organization to expand your access to information.


