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Introduction


 


 


The history of how intelligent people make predictably
foolish decisions goes back to 399 BC. A priestess of the Oracle of Delphi
proclaimed that Socrates was the wisest man in Athens. Socrates was puzzled. He
didn’t feel wise. In fact, he felt like he didn’t know very much. So if the
Oracle was correct, wisdom must be something other than what he thought. So,
Socrates decided to investigate.


Socrates began visiting the smartest and most esteemed
people he could find: the poets, the mathematicians, the politicians, and the
skilled craftsmen. These were people known for their brains and their
accomplishments. Other people listened to them and valued their opinions.


Socrates asked each of them questions outside their area of
expertise, just to see what they would say. At first, they sounded very sure of
themselves. Then, less so. They acted as though they knew more than they
actually did. Socrates saw a pattern. They believed they were wise, but they
could not give good reasons for their ideas. They were confusing confidence
with knowledge. They were confusing status with truth.


Socrates realized why the Oracle was correct. His wisdom
didn’t come from knowing more things. It came from knowing the limits of what
he knew. He didn’t claim to know things he didn’t know. Socrates was not afraid
to say, “I don’t know.”


The modern problem is the same as the one in ancient Greece.


Smart, successful people are the ones most likely to be
confident and least likely to question their own thinking. Socratic wisdom is
about asking three hard questions: What do I know? How do I know it? What would
change my mind? It is uncomfortable. It’s sometimes slow. But it makes better
decisions possible.


This is a book about how thinking can go wrong. Not for the
stupid and simple-minded, but for the intelligent and accomplished. It is a
book about how smart people deceive themselves, how confidence can grow faster
than evidence, and how the willingness to admit uncertainty is a sign of
strength, not weakness. Socrates didn’t claim to have the answers. He took
responsibility for knowing what he didn’t know and asking better questions.


And that is where this book begins.


 









 


 


Chapter 1

Why We’re So Easily Manipulated


The
Elizabeth Holmes Problem
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There’s a quiet confidence shared by many intelligent,
capable people; it’s a self-assurance that whispers: I know how the world works. I can see the angles.
I’d never fall for it. It feels like hard-won wisdom. And it may
be the most dangerous belief you carry.


Because intelligence doesn’t protect you from manipulation.
That manipulation can be from others, or sometimes we even fool ourselves.


The systems designed to deceive you don’t work against your
mind — they work with
it. They slot seamlessly into the same mental models, heuristics, and reasoning
patterns you spent years sharpening. Like a virus that hijacks the body’s own
machinery, they use your strengths against you. Silently. Invisibly. By the
time you notice something is wrong, it’s already done its work.


No story illustrates this more starkly than Theranos.


We
Should Have Seen That Coming


Elizabeth Holmes started her company, Theranos, with a big
idea: a device that could run hundreds of tests on a drop of blood, an
invention that would change the medical-testing industry.


She started it at the right moment — after Jobs, after
Gates, after Zuckerberg had achieved fame. Holmes was a bright Stanford
University dropout, versed in science lingo and moral imperatives. She said she
was going to do to health care what Silicon Valley had done to computing.


Theranos was once worth more than $9 billion. Its board of
directors was a “Who’s Who” of smart people.


Here’s a list of some of the names on the board:


·      
Henry Kissinger, former US Secretary of State and national
security adviser


·      
Richard “Dick” Kovacevich, former CEO and chairman of Wells Fargo


·      
George P. Shultz, former US Secretary of State, who helped
recruit other board members


·      
William Foege, former head of the Centers for Disease Control and
Prevention (CDC)


·      
William J. Perry, former US Secretary of Defense


·      
Sam Nunn, former US senator


·      
Gary Roughead, retired US Navy admiral


·      
Riley P. Bechtel, former chairman and CEO of Bechtel Corporation


·      
Bill Frist, former US senator and heart surgeon


These are not gullible people. But no one on the board
insisted on seeing validated data or called in outside technical experts to
check Holmes’s idea. George P. Shultz later said, “I regret trusting too much
and questioning too little.”


So too did other investors, including prominent venture
capitalists, wealthy families, and Wall Street power players. So too did the
press:


·      
CNN called her “Meet the Next Steve Jobs”


·      
TIME
Magazine called her “Elizabeth Holmes is Changing Health Care”


·      
Fortune
Magazine ran a flattering cover story called “This CEO Is Out for
Blood”


·      
Forbes
called her “The World’s Youngest Self-Made Female Billionaire”


·      
The Wall
Street Journal called her “A Stanford Dropout’s $9 Billion Health
Care Startup”


·      
The New
Yorker called her “The Future of Blood Testing”


The little we know about Elizabeth Holmes is that she
intentionally cultivated an image of discipline, calmness, and intellectual
seriousness — all the traits that appealed to the cultural preferences of the
technocratic elite.


She always wore the same thing — black turtlenecks, just as
Steve Jobs did. She moved slowly and deliberately, looked you in the eye, and
rarely smiled. She appeared to be a woman in charge.


Holmes spoke in a deliberately deep, slow, and measured way.
She sounded like an intensely cerebral technologist. She articulated herself as
a scientist. She framed Theranos as a noble mission to cure disease and relieve
suffering. This made any criticism seem like a moral judgment.


The combination of these signals conveyed an aura of
authority and reliability, making it difficult for anyone — especially
professionals trained to respect these signals — to suspect a scam.


The success of Holmes’s fraudulent scheme is typically
attributed to her charisma, deceit, or scamming. These are symptoms, not the
real cause. The real cause is structural. The people involved relied on cues
and mental models that usually work very well. In this case, they didn’t.


George Shultz’s own grandson warned him that the technology
was fake. He sided with Holmes. Called lawyers to silence the grandson. Later
admitted he was wrong. Thanksgiving was awkward.


 


“Confidence is a feeling, not a fact.”


— Daniel Kahneman


 


How
Smart People Actually Decide


Smart people do not evaluate every claim from first
principles. They can’t. The world is too complex, and decisions come too
quickly. Instead, they rely on cues or signals: visible markers that stand in
for deeper verification. Credentials signal training and past performance.
Institutions imply legitimacy.


We all rely on signals such as these. They are efficient. In
most of society, they work remarkably well. They enable complex organizations
to move, delegate, and scale. Without them, every decision would be bogged down
under the weight of constant reanalysis. The danger is forgetting that signals
are only substitutes for evidence, not evidence itself.


But proxies are only as good as the incentives and
assumptions behind them.


Elizabeth Holmes used several mental tricks to make people
believe in her and her idea. For example:


·      
When something is hard to understand, people assume it must be
sophisticated. Intricate explanations were interpreted as depth rather than
evasion. Holmes mastered the art of sounding like a scientist even though she
wasn’t.


·      
Holmes surrounded herself with figures whose stature implied
legitimacy. If people like those on the board of directors believed, then you
could believe.


·      
Elizabeth Holmes portrayed herself as a woman on a mission. She
was self-confident, disciplined, and leading a great cause.


·      
Famous names and elite connections were treated as proof, even
when no actual evidence was presented.


None of these models is irrational. We use them every day.
The problem is not that they exist. The problem is that they were never openly
questioned.


The Trap
for Intelligent People


Everybody wants to be efficient. Smart, successful people
have learned how to be fast and focus on what they do best. A former secretary
of state shouldn’t run lab experiments. A retired general shouldn’t review
technical validation data. Delegating is sensible and responsible.


But when you delegate, trust shifts. Instead of asking, “Is
this true?” people ask, “Who is supposed to have checked this?”


At Theranos, this trust in credentials and status became
lethal. Board members assumed scientists had vetted the tech. Investors assumed
the board had asked the tough questions. Business partners assumed regulators
had checked the data. Regulators assumed the data existed. Each assumed the
next person had checked the box, and nobody was checking the box.


Nothing about this looked reckless. It felt efficient. It
felt professional. And that’s precisely how it worked.


This is one way smart people fail — not because of
stupidity, but because of misplaced trust. They used the wrong models at the
wrong times and relied on signals instead of evidence when they needed proof.


“The first principle is that you must not fool yourself,

as you are the easiest person to fool.”


— Richard Feynman




 





How Theranos Was Brought Down


 


The Theranos scheme was finally busted because a few
people thought, “This is too good to be true.” And they were right.


The unraveling began inside the


company. Employees, many of them young engineers and
scientists, saw indications that the technology didn’t work. Test results were
inconsistent. Machines failed. Data was altered or hidden. When concerns were
raised, they were dismissed or pushed out.


The decisive break came from outside. In 2015, The Wall
Street Journal (WSJ) reporter John Carreyrou received a tip from a former
employee. Instead of being impressed by Theranos’s credentials and reputation,
he used three standard mental models:


·      
Carreyrou stripped the story down to its basics. Can this machine
do what is claimed? Where is the raw data? He used first -principles thinking.


·      
He asked, “How could this be false?” which is inversion.


·      
Carreyrou took his time. He considered his own safety. The WSJ was
getting sued and attacked by PR people. He got threatening phone calls from
Theranos’ lawyers. But Carreyrou did not publish until he got his proof right.


And once the WSJ published Carreyrou’s report, the entire
house of cards collapsed. Regulators arrived. Partners fled. Investors
panicked. The board resigned. Criminal charges followed. Elizabeth Holmes was
imprisoned and ordered to pay $452 million in restitution.




 





 


Why
Weren’t We More Skeptical?


Another inconvenient truth is that sometimes questions can
feel awkward. When everyone in the room is accomplished and on board, it can
seem rude to ask simple questions. Staying silent might feel safer.


This effect amplified when there’s a good moral story
involved.


Theranos presented itself as a company with a noble goal: to
improve healthcare, alleviate pain, and help patients. Who could be opposed to
that? The result is selective attention. Smart people focus on information that
supports the story and overlook details that slow it down.


Accomplished
People Respect Credentials


One of the most common assumptions intelligent people make
is that credentials closely correspond to the truth. In well-managed businesses
and institutions, this generally holds true. However, in rapidly changing
situations with strong incentives, this can quickly fall apart.


Theranos exploited this. Famous names and big titles
replaced rigorous thought. Each credential served as a seal of approval. I
don’t question my doctor because he has his diplomas hanging on the wall.
Investors didn’t question Theranos because it had Henry Kissinger, and his
Nobel Peace Prize was hanging on the wall.


You’re
Vulnerable


We’re all vulnerable to manipulation. Holmes didn’t pitch
her vision as a get-rich-quick scheme on late-night TV. She presented it as
complex, technical, and visionary. Only smart people would understand. The
complexity of blood testing was a defense against questions.


This is a repeated pattern. When manipulation is aimed at
intelligent people, it appeals to their egos by presenting the problem as so
complex that only they would “get it.”


 


“If you can’t explain it simply,

you don’t understand it well enough.”


— Albert Einstein


 


The Core
Lesson


In response to the fallout from Theranos, some investors
(e.g., in diagnostics start-ups) started demanding transparent data and
third-party validation. This was a direct result of the loss of trust and
capital that followed Theranos’s implosion.


Charlie Munger said, “The trouble with being smart is that
you can rationalize anything.” The problem with Theranos was not one of
intelligence. It was a problem of model awareness.


Those involved never stopped to ask themselves the simple,
critical question: “What mental models and assumptions am I using right now,
and who benefits from them?”


This book will teach you to ask that question.
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