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    THINKING, FAST AND SLOW




    A BOOK ABOUT THE FALLACIES THAT CAN IMPAIR HUMAN DECISION-MAKING




    Starting back in the 1970s, Daniel Kahneman and his long-time collaborator Amos Tversky upended conventional wisdom by digging deep into the (flawed) mechanisms humans use to make decisions. 40 years later, these insights are brought together in Thinking, Fast and Slow with the aim of bringing them to a broader audience than has been the case so far.




    Identifying two different systems of thought (simply named System 1 and System 2, aka Fast and Slow), the book clarifies the source of these mechanisms and the conditions in which they can occur. The middle chapters delve deeper into some of the specific mechanisms identified in Kahneman and Tversky’s papers from the 1970s and how they remain relevant for discussions today.




    The book is the crowning achievement of four decades of research into human decision-making by Daniel Kahneman, and it is spearheading a still increasing wave of research on the topics included in the book.
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Heuristics: a mental ‘shortcut’ people use to make judgments in complex situations in which there is insufficient evidence to form a fully substantiated judgment.




            	
Biases: a systematic deviation from a certain norm or rationality in judgment as a consequence of the continued use of heuristics.




            	
Prospect theory: the descriptive model introduced by Kahneman and Tversky in order to analyse real-life decision-making as opposed to optimal decision-making. The model states that people do not make decisions based on potential outcomes but the weight attributed to potential losses and gains. How likely these losses and gains are is influenced by heuristics.




            	
Anchoring: a specific heuristic that influences perceptions of importance in making a decision due to some information being presented first. Based on this piece of information, a person will form a judgment of subsequent information, biasing the judgment in favour of the first piece of information.




            	
Endowment effect: a heuristic explaining the discrepancy between the value attached to something that is already owned and the value attached to something that is not owned despite the fact that these two items have the same value. People are less willing to part with something they own in exchange for something else of equal value. In economic terms, this translates to a large difference in the so-called Willingness to Pay (what you are prepared to pay for a good) and the Willingness to Accept (the minimum amount of money you are willing to accept for a good to part with it).




            	
Availability: the mental shortcut that assigns a greater importance to recollection of things. Things that are vividly in someone’s mind are seen as more important For example: plane crashes are rare occurrences, but due to their high visibility they are frequent sources of fear to a lot of people who have to take a plane. Car accidents, on the other hand, happen much more frequently but are not as talked about due to the low salience.
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