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Richard Zeckhauser is a savvy producer and con
sumer in the noisy marketplace of ideas. His maxims are a 
crash course in thinking effectively. Tacit knowledge is what 
we know but cannot say. There were 2 possible explanations 
for Richard ' s symptoms. The more serious diagnosis was 
about I /10 as frequent as the less serious one, so he was much 
more likely to have the better of the 2 possibilities. It is easy to 
support, congratulate, and be with people when they are up. 
But people need their friends and new friends when they are 
down. 

This book is based on " Analytic Frameworks for Pol
icy," a course Richard taught at the Harvard Kennedy 
Schoo l for more than 4 decades. Maxims make us think about 
things that might not be intuitive at first. They can help us cor
rect behavior when we intuitively know what it is yet some
how don't engage in it. 

The book is organized around maxims, with submis
sions bringing them to life. Richard is both clever and wise. 
When you have trouble thinking straight, go to an extreme 
case: marginal propensity to consume (MPC)--propo,tion of 
additional disposable income (income after taxes and trans
fers) that an individual consumes. l found it useful to build a 
model and then drive it to the extreme. Extreme cases are 
those in which at least one company would suffer a loss. Sen
ior clients and rural banking clients prefer face-to-face finan 
cial services. It became clear which branches should be closed 
and which ones should be saved. This maxim can help focus ' 
on how to approach a problem and give you the courage to act 
when you determine the best decision . 

Consider cash flow and operations in the worst-case 
scenario. This grounds discussion and provides a sense of se
curity. When you have trouble thinking straight, go to a simple 
case--KISS, Occam ' s razor, a parent negotiating with a child. 
Richard asked me whether I was more excited to answer nar
row questions very precisely or to study the social and eco
nomic policy questions I cared most about but with less preci
sion. !fl wanted the former, I should pursue a PhD in econom
ics; if the latter, I should pursue a PhD in public policy. My 
teaching focuses on such simple and extreme cases. 

An analyst's job is not complete until she can deci
pher the intuition behind the unexpected result and be able to 
explain it to decision and policy makers in plain language. 
When planning a meeting, start anywhere--start simply --and 
build. If the issues are complex-how do we simplify them? 
Our audiences will not edit our thinking and communications 
for us. We must simplify them ourselves. Big policy problems· 
are often similar in structure to " smaller" problems we face 
every day. 

The world is much more uncertain than most people 
believe. Hindsight bias is a tendency to perceive past events as 
having been more predictable than they actually were. Every 
year there is a championship outcome in some sport (say ten
nis, go lf, football , etc.) that no one expected. Human psychol
ogy leads most of us to extrapolate the near past too far into 
the future. A policy that depends on accurate oil price fore
casts is in trouble. In medicine, uncertainty looms large. Medi
cine ' s ground state is uncertainty--wisdom is defined by how 
we cope with it. 

lt helps to distinguish between risk, uncertainty and 
ignorance. Uncertainty is a much more common risk. Igno
rance is not only widespread but involves outcomes of oreat 0 

consequence. Marriage is a situation of ignorance with "Con-
sequential Amazing Developments." 

Thinking probabilistically about the world involves 3 
distinct elements: 1) Understand what the subjective probabili
ties mean. 2) Assign probabilities to many things (events, be
liefs, etc.) in our lives, to better understand the world around 
us and make better decisions, and 3) Update these probabili
ties when relevant new information comes in. 

Any government that strictly enforces a full shut
down of an important industrial center and a curfew on mi I-
I ions of people must have re levant information that there are 
very severe risks around. Nations should have drawn infer
ences from the significant decisions by other entities. Use all 
available relevant information, including the decisions of oth
ers. It' s critical to know when to kill projects. Time and en
ergy are scarce. 

Status quo bias: people disproportionally do nothing 
or maintain their current or previous decision , often when an 
easily accessable alternative would be superior. Uncertainty is 
a friend of the status quo. Defaults are used to automatically 
enroll people in retirement plans and donate organs, It is bet
ter to teach a person how to decide than to nudge him to a 
right decision . Binge-watching a Nettlix series occurs because 
Nettlix automatically turnes to the next episode without re
quiring you to leave the couch or even click the remote. 

Judge the quality of a decision by what you knew at 
the time you made it, not what you found out afterwards. In 
times of crisis, all potential outcomes look bad. The goal is to 
pick the option leading to the least bad outcome. Drawing a 
decision tree allows you to visualize the choices and uncer
tainty involved. Knowing that we cannot know the ideal 
makes it easier to act when action is essential. Good decisions 
more likely result in good outcomes than bad decisions. You 
will accumulate better outcomes over the course of many deci
sions. My pet peeve is when politicians and others claim that 
an improved economy, or decreased pollutant emissions, or 
some other raw change, is evidence of a policy success. Some 
children suffer abuse and neglect. I have seen state legislators 
and commentators read every tragic incident as a decision
making failure rather than the result of a set of choices where 
the best option is not good. 

Errors of commission generally get weighted more 
heavily than errors of omission--omission bias. We should 
give them the same weight. Tennis coaches make a living tell
ing you to keep your eye on the ball ; the natural tendency is to 
watch one' s opponent. We often do not know about the losses 
that arise from errors of omission. Errors of commission gen
erate more regret in the short term ; but inactions, or errors of 
omission produce more regret in the long run. ln the case of 
genetically modified crops, the costs of doing without them in
clude greater need for insecticides and possible food shortages 
in poor countries. 

Ask ' What might we do clifferently ifwe had that in
fom1ation ?' In assessing any policy measure, determine what 
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it achieves and what resources it requires. Compute output/in
put. Cost-benefit and cost-effectiveness analysis are valuable. 
Ask an expert how many hours of participant time per day you 
would get per 1,000 square feet from each of activity in choos
ing activities for a proposed park. To evaluate an indivisible 
project, such as building a bridge or an addition to a rapid 
transit system, suppose the extension might cost $1 bil
lion/year to operate. At $2/minute saved, its a way to enable 
clear thinking. Guesstimating the value of the ratio of out
puts/inputs tells us if we are reasonable. Whether comparing 
the extent ofresources (staffing ratios/class sizes) or the effec
tiveness of certain strategies over others (return-on-invest
ment), thoughtful long division provides simple and compara
ble metrics. This may be Richard 's most underrated maxim for 
aspiring policy wonks. 

79% of increased deaths in March-December 2020 
for those over 75 were due to COYID. Ages 45-75 accounted 
for 67%; under 45, only accounted for 25%. Elasticity tells us 
how much we expect one quantity to change when another has 
increased by one unit. A price elasticity of ice cream of -2 
means that when the price of ice cream increases by I%, the 
quantity of ice cream purchased drops by 2%. 

Average behavior is rarely the norm in large groups. 
The key is to identify the right homogeneous segments and an
alyze the behaviors of each separately. Recognizing heteroge
neity in the population can help design policies for different 
segments. Nursing homes were at a dramatically different risk 
from schools. Heterogeneity in risk is why hernia recurrences, 
smoking relapse rates, and criminal recidivism rates decline 
over time. Heterogeneity is important and often neglected. 

To determine if early college admission is fair, we 
need to know if the worst person admitted under early admis
sion is better than the best person denied under regular admis
sion. Think about the margin, not the average! The early ac
tion pool has many students with perfect SAT scores, so the 
high average might hide other early admission students who 
have much lower scores--lower than some students who might 
be rejected under regular admission. 

Capitalize on complementarities: Capitalize on posi
tive cross partial derivatives . We often choose people with 
skills similar to our own, but gains from collaboration are 
much smaller than if we choose people who bring different ca
pabilities The number of coauthors Richard has had who were 
from different fields is astounding. Engage with people from 
different fields, interests, mindsets, countries, and ages. Mar
rying someone quite different from you can be an excellent 
choice. Our individual actions are only effective as they are 
supported by the actions of thousands of others. Positive 
cross-partials are the reason people congregate in urban areas. 

Envy is one of the most potent causes of unhappi
ness. If the decision is wise, it doesn't become less wise be
cause of an unlucky outcome. Regret is a wasteful emotion re
gardless of whether the bad outcome is a result of a good or a 
bad decision . Regret avoidance contributes to the sunk-cost 
fallacy. 

Richard invests mainly for his children and grand
children. Since he deals with the money of others, it is their 
risk tolerance and time horizon that is relevant. These holdings 
are riskier in the short term, but almost always provide better 

financial returns in the long term. Charities should benefit 
from this investment strategy. 

Anticipation utility: Anticipation of a future reward, 
such as an upcoming vacation, can be even more gratifying 
than the experience itself. You can also enjoy remembering a 
pleasant event. Make auxiliary decisions to increase the value 
of an initial decision. If you focus on people's shortcomings, 
you'll always be disappointed. "I am chronically late but Rich
ard has never once done anything more than gently chide me 
for it." If you estimate the discernible benefit to another is 
likely to be greater than your own cost of the favor--asynchro
nous reciprocity-then do it. 

Thinking Straight Maxim I. When you are having 
trouble getting your thinking straight, go to an extreme case. 2. 
Go to a simple case. 3. Don't take refuge in complexity. 4. 
When trying to understand a complex real-world situation, 
th ink of an everyday analogue. 

Tackling Uncertainty 5. The world is much more 
uncertain than you think. 6. Think probabilistically about the 
world. 7. Uncertainty is the friend of the status quo. 

Making Decisions 8. Good decisions sometimes 
have poor outcomes. 9. Some good decisions have a high 
probability of a bad outcome. I 0. Errors of commission should 
be weighted the same as errors of omission. 11. Don't be lim
ited by the options you have in front of you. 12. Information is 
only valuable if it can change your decision 

Understanding Policy 13 . Long division is the most 
important tool for policy analysis.14. Elasticities are a power
ful tool for understanding many important things in life. 15. 
Heterogeneity in the population explains many phenomena. 
16. Capitalize on complementarities. 

Living Fully 17. Strive to avoid envy--see your 
friend ' s success as your gain. 18. Banish regret. 19. Make 
pleasure-enhancing decisions long in advance, to increase the 
utility of anticipation. 

[Tacit knowledge is what we know but cannot say. Wicrjaw is
dsi~1rd.b5 liOW-0110 ee~e~hteilallity. Thoughtful long 
division provides simple and comparable metrics. Think about 
the margin, not the average. Positive cross-partials are the rea
son people congregate in urban areas.] 
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