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“THE GMAT HAS MEASURED HIGHER ORDER REASONING 
SKILLS SINCE ITS INCEPTION...WHILE IT IS THE CASE THAT 
SOME OF THE OLD GMAT LITERATURE REFERRED TO THE 
GMAT AS A TEST OF BASIC SKILLS, GMAT HAS NEVER BEEN 
A TEST OF BASIC SKILLS; IT HAS ALWAYS BEEN A TEST OF 

REASONING SKILLS.” 
DR. LAWRENCE RUDNER 
CHIEF PSYCHOMETRICIAN FOR THE GRADUATE 
MANAGEMENT ADMISSION COUNCIL

AUGUST 20TH, 2010

“BUSINESS SCHOOLS WANT TO SEE HOW WELL YOU CAN 
THINK, NOT HOW WELL YOU CAN MEMORIZE IDIOMS. 
THAT’S WHY OUR GMAT COURSE TRAINS YOU IN THE 
HIGHER-ORDER THINKING SKILLS AND “MENTAL AGILITY” 
YOU NEED TO DO WELL NO MATTER WHAT TYPE OF 
QUESTION YOU FACE ON THE REAL EXAM.”

BRIAN GALVIN 
DIRECTOR OF ACADEMIC PROGRAMS FOR VERITAS PREP



PREFACE
“MY MAIN AIM [WITH THINKING FAST AND SLOW] IS TO PRESENT 

A VIEW OF HOW THE MIND WORKS THAT DRAWS ON RECENT 

DEVELOPMENTS IN COGNITIVE AND SOCIAL PSYCHOLOGY. ONE 

OF THE MORE IMPORTANT DEVELOPMENTS IS THAT WE NOW 

UNDERSTAND THE MARVELS AS WELL AS THE FLAWS OF 

INTUITIVE THOUGHT.”

– DANIEL KAHNEMAN
PROFESSOR OF PSYCHOLOGY AT PRINCETON UNIVERSITY

Daniel Kahneman is a Nobel Prize win-
ning scientist. He is a senior scholar and 
professor of psychology at Princeton Uni-
versity. In 2011, he published a book called 
Thinking,Fast and Slow. That book is the 
inspiration and scientific foundation for 
the following pages. In it, Kahneman states 
that his ultimate goal is to “improve the 
ability to identify and understand errors of 
judgment and choice.”

At Veritas Prep, we share that goal; because 
errors of judgment and choice (not content 
expertise) are exactly what distinguish 
average GMAT questions from difficult 
ones. Think about it; Stanford GSB, Harvard 
Business School, Wharton and other elite 
MBA programs are not searching for the 
next savant test taker who can memorize 
mathematical and grammatical obscurity. 
They are testing our higher-order think-
ing skills – the stuff that CEOs are made 
of. So if the GMAT is the gold standard of 

business school entrance exams, there is 
no doubt that it is inevitably testing the 
same high-order thinking skills that world-
class business schools want their students 
to possess. With a better understanding of 
cognitive and social psychology, we can 
pinpoint exactly how the GMAT exploits 
our own judgment at the highest level.

In the pages that follow, we will learn about 
the two systems of our brain, how they 
control our ability to reason and make 
decisions, and how the authors of the 
GMAT use our own intuition against us to 
make the test difficult. Most chapters will 
conclude with a “To Go Order” section, in 
which we offer takeaways to help apply our 
new scientific knowledge to the GMAT.

You don’t have to be as smart as Daniel 
Kahneman to ace the GMAT. You just have 
to keep reading.



CHAPTER 1  
SYSTEM 1 – OUR IDIOT INTUITION
In order to fully comprehend how the 
GMAT uses our own minds against us, we 
must start with a basic understanding of 
how our brains construct impressions of 
the world. In a nutshell, there are two sys-
tems to the brain. Think of System 1 as our 
intuition and System 2 as the bodyguard 
that tries to keep our intuition in check. 
The collaboration between System 1 and 
System 2 is highly efficient, which allows 
us to manage the onslaught of informa-
tion thrown at us every day. But System 
1 is gullible. In the words of Professor 
Kahneman:

“THE SENSE-MAKING MACHINERY OF 
SYSTEM 1 MAKES US SEE THE WORLD 
AS MORE TIDY, SIMPLE, PREDICTABLE, 
AND COHERENT THAN IT REALLY IS…
SYSTEM 1 DOES NOT KEEP TRACK OF 
ALTERNATIVES THAT IT REJECTS, OR 
EVEN THE FACT THAT THERE 
WERE ALTERNATIVES.”

This is fine when the consequences are low, 
but when the stakes are high, such as in 
making a multimillion-dollar investment 
or answering a higher-order GMAT ques-
tion, System 1 jumps to conclusions that 
deceive our own reasoning. If System 2 is 
preoccupied or distracted, we often make 
irrational or illogical mistakes based on the 
assumptions of System 1.

The authors of the GMAT know this, and 
are quite adept at manipulating the two 
systems of our brain. They know that we 
are capable of rejecting irrelevant or false 
information, but they also understand that 

System 1 cannot adjust for small evidential 
weaknesses or gaps in logic. Consequently, 
they write questions in ways to test wheth-
er or not System 2 is paying attention. If it’s 
not, we will fall victim to their traps.

Avoiding these traps is entirely the role 
of System 2. The problem is that System 
1 cannot be turned off. For example, we 
cannot help but be startled when we hear 
a loud noise such as a gunshot. In most 
social situations, System 1 is doing System 
2 a favor (you should be startled if you hear 
a gunshot!). It recognizes patterns and 
enables our brain to work efficiently by cre-
ating shortcuts that optimize performance.

However, when it comes to complex deci-
sion making, such as answering a difficult 
question on the GMAT, System 1 often 
hinders System 2’s ability to think rational-
ly, from ignoring base rates to mistaking 
correlation for causation. In fact, System 
1 can even answer easier questions than 
the one it was asked, and System 2 will 
have no idea that the substitution just took 
place. This substituting of an easier ques-
tion for the one that was asked is known as 
heuristics, which we will discuss in more 
detail later on.

For now, just remember that System 
1 works automatically and we cannot 
control or suppress it, but if we recognize 
its flaws and errors in intuitive judgment, 
at least we can nudge System 2 to keep 
it in check. Read between the lines and 
approach every question with a hint of 
skepticism. Then we won’t make any silly 
mistakes on test day.
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“THE UNDERSTANDING OF A 
STATEMENT MUST BEGIN 
WITH AN ATTEMPT TO 
BELIEVE IT: YOU MUST FIRST 
KNOW WHAT THE IDEA 
WOULD MEAN IF IT WERE 
TRUE. ONLY THEN CAN YOU 
DECIDE WHETHER OR NOT TO 
UNBELIEVE IT.”

-DANIEL KAHNEMAN



CHAPTER 2  
SYSTEM 2 – THE SLEEPING BODYGUARD
How many animals of each kind did Moses 
take with him on the Arc?

System 1 associates Moses with being a 
biblical character so this question is not 
flagged as irrelevant or false. Because the 
question asks us to recall one piece of 
history from memory, it simultaneously 
distracts System 2 from catching the error 
of who was actually in charge. So when 
you think the answer is two, you’re wrong. 
Moses didn’t take any animals with him on 
the Arc. It was Noah who orchestrated the 
trip. This trick question is known as “The 
Moses Illusion.”

If we pay close attention to precision in 
language, we are less likely to be duped by 
trick questions like The Moses Illusion; but 
System 1’s betrayal of System 2 is not re-
served for tricky language. System 2 is just 
as gullible when it comes to math. Take the 
following question for example:

A bat and ball cost $1.10. The bat costs 
one dollar more than the ball. How much 
does the ball cost? 

More than half of students at Harvard, MIT 
and Princeton gave the intuitive answer 
when asked this exact question. How can 
so many smart people be so wrong? 
Answer: The Law of Least Effort.

The intuitive answer is that the ball costs 
10 cents; but if the ball costs 10 cents, and 
the bat costs one dollar more than the ball, 
the total would be $1.20. Because System 
1 does not have the ability to consider 
statistical information, it wants the answer 
to be as simple as adding one dollar and 
ten cents. System 1 draws quick conclu-
sions (but not necessarily accurate ones), 
and System 2 is often too distracted to 
double-check the work of System 1. So lazy 
System 2 supports the intuitive answer, 
which is wrong.

The Law of Least Effort states that if there 
are several ways of achieving the same 
goal, people will gravitate to the least 
demanding course of action. This explains 
why we are susceptible to errors in judg-
ment when faced with cognitively taxing 
questions. Sound familiar? At its core, the 
GMAT is nothing more than an elaborate 
cognitive reflection test like the Moses 
Illusion or bat and ball question above. Of 
course the math can be more sophisticat-
ed, and the concepts more complex, but the 
basic psychological principle is the same. 
There are numerous ways in which the 
GMAT toys with the Law of Least Effort to 
test our mettle – one is called 
ego depletion.

Ego Depletion states that if you apply any 
mental effort at all, you are less willing or 
less able to exert self-control when faced 
with a subsequent challenge. There are two 
major ways in which the GMAT strategical-
ly tests our ability to avoid ego depletion. 
The first is the structure of the test, and the 
second is the time constraint.

Have you ever wondered why Quantitative 
Reasoning comes before Verbal Reason-
ing? Or why the Analytical Writing Assess-
ment comes before Integrated Reasoning? 
You should. The order in which the GMAT 
is laid out is no coincidence. The authors of 
the exam know that System 2 gets lazier as 
the test goes on, so our ability to decipher 
dense Reading Comprehension questions 
at the end of the exam becomes increas-
ingly difficult after spending the previous 
three hours devoting our cognitive efforts 
elsewhere. To put this in perspective, let’s 
quickly look at how avoiding ego depletion 
is applicable in the real world…

“BECAUSE SYSTEM 1 OPERATES 

AUTOMATICALLY AND CANNOT 

BE TURNED OFF AT WILL, 

ERRORS OF INTUITIVE THOUGHT 

ARE OFTEN DIFFICULT TO 

PREVENT. BIASES CANNOT 

ALWAYS BE AVOIDED, BECAUSE 

SYSTEM 2 MAY HAVE NO CLUE 

TO THE ERROR.”

– DANIEL KAHNEMAN



Did you know that President Obama only 
wears one of two suits? A blue one or gray 
one. Arguably the busiest man on the 
planet, the president understands the im-
portance of saving his cognitive self-con-
trol for decisions on his agenda that 
really matter. So he cuts out the irrelevant 
choices such as what clothes to wear when 
he wakes up. The simple decision to only 
wear one of two suits is Barack Obama’s 
way of avoiding ego depletion. 

Similarly, Nick Saban, considered one of 
the best college football coaches of all time, 
eats the same lunch every day – a salad 
with iceberg lettuce and cherry tomatoes 
topped with turkey slices and honey dijon 
dressing. Why? So that he doesn’t waste 
time and attention deciding what to eat 
when that same cognitive control could 
be better allocated toward watching game 
tape or recruiting the next Heisman Trophy 
winner.

Getting back to the GMAT, a more overt way 
in which the authors use ego depletion 
against us is by implementing a time con-
straint on the exam. If given infinite time 
to complete it, the basic content of the test 
is easy enough to master. However, with an 
average of only two minutes to complete 
each question, pressure increases and Sys-
tem 2 begins to more gullibly rely on the 
impressions of System 1. Since System 2 is 
generally too lazy to play devil’s advocate 
and second-guess our own intuition, we 
fall victim to faulty assumptions and false 
negatives.

Another more subtle way that the authors 
of the GMAT exploit ego depletion is by 
using complicated sentence structure and 
passive voice. Since any exertion of mental 
effort whatsoever is known to wear us 
down, writing absurdly twisted sentences 
is intentional. Combined with placing the 
Verbal Reasoning section last, they know 
our brains have difficulty processing dense 
and convoluted passages after becoming 
exhausted on the previous portions of the 
test.

TO GO ORDER

Don’t cram. Many who spend the last 
hour before their exam flipping through 
flashcards for one last hit of obscure 
rules or formulas will forget most of it 
when they sit down to write the AWA 
essay. Strategically placing the essay first 
is intentional, forcing the crammers to 
focus their attention elsewhere. Another 
purpose for putting the AWA essay first 
is to play the first pawn in a long game of 
ego depletion. So if you understand that 
structure trumps content, you can prepare 
yourself with a single template for how to 
answer any essay. That way, like President 
Obama and Nick Saban, you won’t waste 
any unnecessary cognitive control where it 
is not absolutely needed most.

Don’t be stubborn. Know your own 
limitations and be prepared to guess on at 
least a handful of questions throughout the 
test. You won’t waste precious time trying 
to solve a question above your pay grade, 
or worse yet, an experimental question 
(an “unscored item” in the official GMAT 
parlance) that doesn’t even count towards 
your score. Five to six minutes is extremely 
valuable if you can allocate it across several 
questions rather than stubbornly trying 
to solve a single question you eventually 
get wrong anyway. So don’t let the time 
constraint of the GMAT work against you. 
Rather, try and use it to your advantage.

Don’t get sucked into the content of the 
question. You don’t have to be a rocket 
scientist to correctly answer a multiple-
choice question on the subject. But you 
will want to implement a strategy for most 
efficiently reading the passage in a way 
(such as our STOP™ method for tackling 
Reading Comprehension) that allows you 
to recall the core arguments and logic 
without needing to remember the technical 
vernacular.

Don’t forget your glucose. Neurological 
studies show that glucose is the fuel to our 
decision making process. So ego depletion 
is caused by a loss of glucose in our brains. 
You will have three eight-minute breaks 
during the test. Use that time to refuel 
wisely.



CHAPTER 3  
THE HEURISTICATS
John Sherman is a regional account 
manager at a booming marketing firm and 
he is about to be promoted. Along with his 
wife Carla and their son Derek, John rents 
a nice two-bedroom apartment. His friends 
all tell him he is wasting money renting 
and that his dollars would be better invest-
ed in owning a home. So, John decides to 
meet with a mortgage broker, and is elated 
to hear he is approved for a loan on a new 
home. The year is 2008. Just 24 months 
later John is earning less money than 
before and never received that promotion. 
Now his house is in foreclosure. How could 
a college-educated man put his family in 
such a predicament? 
The answer: heuristics.

Defined, heuristics is an involuntary proce-
dure that helps find adequate, though often 
imperfect, answers to difficult questions. 
In John’s case above, the difficult question 
was, does owning a home make economic 
sense? Answering that question would 
require a good amount of quantitative 
analysis and hypothetical forecasting. To 
make life easier, John substituted the more 
difficult question with an easier one – am I 
eligible for a loan?

After all, why would the bank approve his 
loan if it didn’t make economic sense? 
So John put his analytical trust in the 
bank and relied on his emotional intuition 
without even realizing the pivot in his 
judgment. The specific type of heuristic 
that forced John’s hand in this situation 
is known as the affect heuristic, in which 
judgments and decisions are guided direct-
ly by feelings of liking and disliking, with 
little deliberation or reasoning.

All heuristics can be traced back to the 
Law of Least Effort we discussed in the 
last chapter – if there are several ways of 
achieving a goal, we will naturally gravi-
tate toward the least demanding course of 
action. It is the way our brains our wired to 
maximize efficiency. According to Pro-
fessor Kahneman, “the ideas of heuristics 
and biases have been used productively 
in many fields, including medical diagno-
sis, legal judgment, intelligence analysis, 
philosophy, finance, statistics and mili-
tary strategy.” So it is no surprise that the 
authors of the GMAT also use heuristics 
when testing our ability to avoid errors in 
judgment. Take the question on the follow-
ing page for example:

“WHEN FACED WITH A DIFFICULT QUESTION,  
WE OFTEN ANSWER AN EASIER ONE INSTEAD, WITHOUT 
NOTICING THE SUBSTITUTION.”

-DANIEL KAHNEMAN



If the length, width, and height of cube A are each doubled to form cube B, then the 
volume of cube B is how many times greater than cube A?

(A) 100% (B) 200%
(C) 500% (D) 700%
(E) 800%

SOLUTION: Three trap answers should stand out as examples of what you’ve already read. 
Choice B, 200%, is a classic “Law of Least Effort” choice. If everything in the problem 
doubles, your mind might then think that the right answer should just be doubled – why 
wouldn’t it be 200%? There are actually two reasons for that:

1)If all three dimensions are doubled, then a cube with dimensions of Height = x, Width 
= x, and Length = x would now have the dimensions 2x by 2x by 2x. And since volume is 
calculated by multiplying all three together, cube B’s volume is 8x3, not 2x3. And if you 
caught that trap, your mind might start gravitating to choice E. But here are where heuris-
tics really kick in…

2) Choice E is the right answer to the wrong question, a slightly easier question. The 
question doesn’t ask “Cube B is what percentage of Cube A”, but rather “how many times 
greater”. “How many times greater” means “how much would you need to add to the origi-
nal” – think about it…if you were to get a 50% raise, you’d *add* 50% to your salary, not cut 
your salary in half! So since 8 x3 is 7 times greater than x3, the correct answer is actually 
700%, or choice D.

The more demanding the task, the more 
susceptible we are to errors of judgment. 
Several psychological studies have shown 
that people who are simultaneously chal-
lenged by a demanding cognitive task and 
by a temptation are more likely to yield to 
the temptation. The temptations in these 
studies are usually toys, candy or easy 
money. Temptations on the GMAT are the 
easy answers.

We sit down on test day knowing that 
there will be trap answers to tempt us, 
but even on our best behavior, we still 
succumb to temptation. That’s because 
System 1 always falls for the bait (it cannot 
think logically), and System 2 is inherently 
lazy (it is often not activated).

 
 
 

TO GO ORDER
Look for the logic. Remind yourself on 
every single GMAT problem that your intu-
ition wants to substitute difficult questions 
with easier ones, or even answer ques-
tions that it wasn’t really asked in the first 
place. This is not an easy task when faced 
with excessively wordy GMAT questions 
that must be completed under the added 
pressure of a time constraint. With proper 
training and practice, we can ensure that 
we only answer questions logically rather 
than intuitively.



CHAPTER 4  
WYSIATI – WHAT YOU SEE IS ALL THERE IS
Have you seen the movie Inception? It’s the 
one where Leonardo DiCaprio and his con-
federates create fabricated dream sequenc-
es hosted by their victims, and then insert 
themselves into these dreams in hopes of 
stealing precious information or planting 
a thought seed. The character in charge of 
creating the fabricated dream sequence 
is called the “architect.” It is the architect’s 
job to construct a plausible world from 
the host’s associative memories, without 
calling attention to anything that would 
awaken the dreamer’s conscience.

The architect can exploit its victim’s 
subconscious by manipulating the dream 
world it creates, but it cannot completely 
disrupt the plausibility of reality. Otherwise, 
as in the scene where Ellen Page’s charac-
ter literally flips Leonardo DiCaprio’s world 
upside down, the architect risks tipping off 
the dreamer’s conscience that something 
is not right, as which point he will wake up.

Because System 1 cannot adjust for small 
gaps in logic, it automatically believes the 
dream sequence to be real. It is not until 
the dreamer is presented with information 
that is completely foreign or false that Sys-
tem 2 kicks in and recognizes it is being 
duped.

 

In the words of Professor Kahneman, “the human mind does not deal well with non-
events.” He calls this WYSIATI – What You See Is All There Is. In essence, you cannot 
help dealing with the limited information you have as if it were all there is to know. This 
explains why System 2 endorses System 1, and why we jump to conclusions. It is also 
critical to the GMAT. Consider the following Data Sufficiency question:

What is the value of j + k?
1. mj + mk = 2m
2. 5j + 5k = 10

(A) Statement (1) ALONE is sufficient, but 
statement (2) alone is not sufficient to 
answer the question asked;

(B) Statement (2) ALONE is sufficient, but 
statement (1) alone is not sufficient to 
answer the question asked;

(C) Both statements (1) and (2) TOGETHER 
are sufficient to answer the question asked; 
but NEITHER statement ALONE is sufficient.

(D) EACH statement ALONE is sufficient to 
answer the question asked;

(E) Statements (1) and (2) TOGETHER are NOT 
sufficient to answer the question asked, and 
additional data specific to the problem are 
needed.

For most of us, the two statements seem to be almost exactly the same. In statement 1, 
you can divide everything by m to get “j + k = 2”, and in statement 2 you can divide every-
thing by 5 to get the same result. Easy, right?

But only about a third of respondents answer this question correctly, and it’s because they 
can overcome the WYSIATI phenomenon. It’s not what you see in this question that truly 
matters, it’s recognizing the difference between the two statements that most don’t see 
immediately. What if m = 0 in statement 1? Algebraically speaking, you cannot simply 
divide by a variable unless you know it’s not zero. To properly factor statement 1, you’d 
really need to get all the terms on one side:

mj + mk – 2m = 0         Then factor the common m term: m(j + k – 2) = 0

And solve for either m = 0 or j + k – 2 = 0, which means that either m = 0 or j + k = 2.  But 
because the question cleverly shows you two equations that appear to be identical, many 
will fail to take that extra step required for statement 1, and simply succumb to the misdi-
rection of “both statements are essentially the same so both statements are sufficient.” 

“ONCE YOU ADOPT A NEW 
VIEW OF THE WORLD (OR 
ANY PART OF IT), YOU 
IMMEDIATELY LOSE MUCH 
OF YOUR ABILITY TO 
RECALL WHAT YOU USED TO 
BELIEVE BEFORE YOUR MIND 
CHANGED.”

-DANIEL KAHNEMAN



The GMAT often wants to see if we can es-
sentially “think outside the box.” WYSIATI 
is also the foundation to what’s called the 
priming effect. The priming effect simply 
states that we are more inclined to think a 
certain way based on associative memory. 
Meaning, System 1 “connects the dots” be-
fore we have a chance to consider the logic 
of where we are placing those dots.

The priming effect is actually used quite 
ubiquitously. Comedians, especially, love 
using the priming effect in order to set 
up their punch lines. Musicians will do it, 
too. Take the following Outkast lyric, for 
example. In their song Decatur Psalm there 
is a verse that goes “Man I thought you said 
that this job was for me and you / I ain’t 
know that Bill Clampett wanted some too 
/ You tell his folks that I’m sorry ‘bout that 
Lexus / I’m ‘bout to dip and see my sister 
up in…”
 
Breeze (the rapper who wrote this lyric) 
cleverly gets you to expect that he is going 
to say he is meeting his sister “up in Texas” 
because it fits the rhyme scheme. But, in 
the context of the song, he wisely stops 
himself from revealing the location of 
his sister’s house because he knows that 
federal agents are tracking him and most 
likely listening to his phone calls.

In this case, your brain is already connecting those dots before Breeze finishes his sen-
tence. In comedy and in music, disrupting the priming effect is a clever way to create a 
pleasant surprise. On the GMAT, it is used to test whether you are likely to make prema-
ture assumptions. Let’s take a look at another GMAT example:

Citizen: Each year since 1970, a new 
record has been set for the number of 
murders committed in this city. This fact 
points to the decreasing ability of our law 
enforcement system to prevent violent 
crime.

City Official: You overlook the fact that 
the city’s population has risen steadily 
since 1970. In fact, the number of murder 
victims per 100 people has actually fallen 
slightly in the city since 1970.

  

Which one of the following, if true, would most strongly counter the city official’s response?
  
(A)The incidence of fraud has greatly in-
creased in the city since 1970. 

(B) The rate of murders in the city since 
1970 decreased according to the age group 
of the victim, decreasing more for younger 
victims.     

(C) Murders and other violent crimes are 
more likely to be reported now than they 
were in 1970.

(D) The number of law enforcement officials 
in the city has increased at a rate judged by 
city law enforcement experts to be suffi-
cient to serve the city’s increased population.

(E) If the health care received by assault vic-
tims last year had been of the same quality 
as it was in 1970, the murder rate in the city 
last year would have turned out to be several 
times what it actually was.

Here your mind likely doesn’t see the subtle wording difference between “murder victims 
per 100 people” and “decreasing ability…to prevent violent crime”. The official is respond-
ing to the claim “you’re not doing an adequate job preventing violent crime” with the sta-
tistic “but look – the murder rate has dropped”. Our minds, however, see those things as 
equal enough that you’ll likely read past it, and in doing so you’ll then see the beginning of 
answer choice E – “If the health care…” – and think it’s woefully unrelated to the problem. 
But look closer – choice E is saying that the primary reason that the murder rate is down 
is that the health care system saved the lives of the victims of violent crimes, crimes that 
the city official failed to prevent. Because WYSIATI, your mind likely equated murder and 
violent crime, and was quick to eliminate “If the health care”, misdirecting you away from 
the correct answer – E.

 

 

 

 

 

 

 

 

 

 

 

 

TO GO ORDER
Avoid misdirection. Don’t let stereotypes 
created by your intuition lead you to make 
faulty judgments or to jump to conclusions. 
Read between the lines. Always consider 
all of your options; not just the ones di-
rectly in front of you (be on the lookout for 
hidden clues, and remember to focus on 
precision in language). And never prema-
turely rule out an answer choice or refuse 
to revisit one you already crossed off.



CHAPTER 5  
CAUSE AND EFFECT
In 1993, a videogame called NBA Jam was 
released that would revolutionize sports 
games forever. Arguably the game’s most 
defining element is that every player has 
an “on fire” feature where if he makes 
three baskets in a row, that player gains 
unlimited turbo and increased shooting 
precision until the other team scores. The 

“on fire” feature was based on a sense of 
causality – once the player hit three shots 
in a row, he was more likely to continue 
making shots, thus the increased shooting 
precision. The fascinating thing is that 
the phenomenon doesn’t exist. Some of 
Professor Kahneman’s associates actually 
did a real life study on the subject. Here is 
the synopsis: 

“Amos and his students Tom Gilovich and 
Robert Vallone caused a stir with their 
study of misperceptions of randomness in 
basketball. The ‘fact’ that players occa-
sionally acquire a hot hand is generally 
accepted by players, coaches, and fans. 
The inference is irresistible: a player sinks 
three or four baskets in a row and you 
cannot help forming the causal judgment 
that this player is now hot, with a tempo-
rarily increase propensity to score. Players 
on both teams adapt to this judgment—
teammates are more likely to pass to the 
hot scorer and the defense is more likely 
to double-team. Analysis of thousands of 
sequences of shots led to a disappointing 
conclusion: there is no such thing as a hot 
hand in professional basketball, either in 
shooting from the field or scoring from the 
foul line.”

Everything we have discussed about our 
brain’s decision-making process up until 
this point leads to this very important cog-
nitive fallacy – we are inclined to create 
and justify causal connections whether 
they are true or not. Because System 1 
cannot make sense of statistical infor-
mation, it tries to link elements causally, 
even if there is no such link. For example, 
if you were told that 75% of students in a 
single class just failed a test, your intuition 
would tell you that it was an extremely 
difficult exam. However, if you were told 
that another class an hour later took the 
same exam and 75% of those students aced 
it, your impression of the test’s difficulty 
would immediately change.

“WE ARE PATTERN SEEKERS, 
BELIEVERS IN A COHERENT 
WORLD, IN WHICH 
REGULARITIES APPEAR NOT BY 
ACCIDENT BUT AS A RESULT OF 
MECHANICAL CAUSALITY OR OF 
SOMEONE’S INTENTION.”
-DANIEL KAHNEMAN
On the GMAT, our predisposition to think-
ing causally is often exploited when we 
misinterpret correlation for causation or 
sufficiency for necessity. Take the follow-
ing question for example:

In a jurisdiction where the use of headlights 
is optional when visibility is good, drivers 
who use headlights at all times are less likely 
to be involved in a collision than are drivers 
who use headlights only when visibility is 
poor. Yet Highway Safety Department records 
show that making use of headlights manda-
tory at all times does nothing to reduce the 
overall number of collisions.

Which one of the following, if true, most 
helps to resolve the apparent discrepancy in 
the information above?

(A) In jurisdictions where use of headlights 
is optional when visibility is good, one driver 
in four uses headlights for daytime driving in 
good weather.

(B) A law making use of headlights manda-
tory at all times is not especially difficult to 
enforce.

(C) Only very careful drivers use headlights 
when their use is not legally required.

(D) There are some jurisdictions in which it 
is illegal to use headlights when visibility is 
good.

(E) The jurisdictions where use of headlights 
is mandatory at all times are those where 
daytime visibility is frequently poor.

Often, GMAT problems like this test pre-
cisely that difference between correlation 
and causation. In this problem, recognize 
that your mind tells you that the headlight 
use is probably a reason that those drivers 
are in fewer accidents. The headlights 
must increase safety, right? Or not – the 
correct answer, answer choice C, points 

out that the headlight usage might only 
be correlated with the smaller number of 
accidents those drivers have.

Those drivers who use headlights do so 
because they’re safer drivers in general, 
and safer drivers have fewer accidents. 
You should notice, too, that the GMAT 
uses a little bit of WYSIATI in this ques-
tion – because the only data points you’re 
given in the argument are “those who use 
headlights” and “those who have fewer 
accidents”, your mind wants to relate the 
two more strongly – you’re predisposed to 
seeing causation there. Recognize this as 
you attempt future questions. Correlation 
does not necessarily mean causation, and 
the more you can be skeptical of causation 
the more effectively you’ll attack these 
questions. 

TO GO ORDER
Don’t always trust the data. Be skeptical of 
GMAT problems that provide premises and 
conclusions that aren’t 100% linked. Just 
because two things occur together does 
not mean that one causes the other. The 
authors of the GMAT know that we attempt 
to find meaning even when it isn’t there. 
They write questions specifically to exploit 
this part of our nature, and those of us who 
are most skeptical about that invisible 
link will be in the best position to avoid 
trap answers and lock in immediately on 
correct ones.



CHAPTER 6  
OVERCONFIDENCE KILLED THE CAT
Only 35% of small businesses in the United 
States survive their first five years in busi-
ness. However, according to one study, 81% 
of entrepreneurs predicted their personal 
success at 70% or higher, and 33% of those 
claimed to have zero risk of failure. Social 
psychologists call this the optimistic bias. 
In terms of how it affects our ability to 
make critical decisions, extreme optimism 
is definitely the most significant of all the 
cognitive biases.

As Professor Kahneman says, “declarations 
of high confidence mainly tell you that 
an individual has constructed a coherent 
story in his mind, not necessarily that the 
story is true.” We are all guilty of it. The 
friend who swears you were with her 
at that concert a couple years ago, the 
co-worker who promises they sent you 
that meeting invite, and the eyewitnesses 
of a crime who give incongruent testimo-
ny. They all have coherent stories in their 
minds, regardless of whether or not their 
story is accurate.

What does this have to do with the GMAT? 
Two things. First, overconfidence can kill 
our ability to properly prepare for the test 
(crammers beware). Secondly, and most 
importantly, it means that no matter how 
smart you are, you are still susceptible to 
errors of judgment on test day. In fact, the 
brighter someone is, the more likely they 
are to mess up. Kahneman theorizes it is 
because, “those with the most knowledge 
develop an enhanced illusion of skill and 
become unrealistically overconfident…The 
line between what one can do well and 
cannot do well is not obvious, and certainly 
not obvious to them. They know they are 
skilled, but they don’t necessarily know the 
boundaries of their skill.”

We see this every day at Veritas Prep. It is 
common for engineers and financial ex-
perts who are good at math to assume they 
will excel on the quantitative section of 
the GMAT. However, there is a disconnect 
because the GMAT is not a math test. The 
unrecognized limits of their own profes-
sional expertise breeds overconfidence, 
which leads them to rely on intuitive 
judgment. Because we all apply the Law of 
Least Effort without realizing it, those who 
confidently rely on their intuition are more 
susceptible to being duped.

TO GO ORDER
Don’t mistake activity for achievement. 
The GMAT isn’t a test of whether you can 
go back and recite step-by-step a problem 
that you’ve already done; it’s a test of how 
you’ll solve future problems, those with 
similar concepts and features but that 
on their own are entirely new. Just as 
the cases you’ll study in business school 
aren’t preparing you to go back and make 
that same exact decision in that same 
exact situation (none of us will become 
CEO of Xerox in 1984 or CFO of Amazon in 
1998, but we’ll face similar challenges and 
opportunities in industries that may not 
even exist yet), the GMAT won’t read like 
an exact replica of the problems you’ve 
already done. If you’ve prepared yourself to 
think critically you’ll successfully navigate 
your way through it.

“WE ARE CONFIDENT EVEN WHEN WE ARE WRONG.”
-DANIEL KAHNEMAN



CONCLUSION  
THINK LIKE THE TESTMAKER
We often say at Veritas Prep headquarters 
that the GMAT is a test of how you think, 
not of what you know. The GMAT exists 
because graduate school admissions 
committees need a way to predict your 
potential to succeed in the classroom and 
beyond. The GMAT does not care how good 
you are at your job (that is why you submit 
a resume and letters of recommendation). 
What you need to succeed on the GMAT 
is not grammatical skill or mathematical 
prowess; it is the ability to see opportunity 
where others don’t.

Of course there is a certain level of content 
knowledge one must know for the test and 
in business, but knowledge alone does not 
make a great leader. After all, world-class 
CEOs are rarely the best programmers or 
investment bankers. They are visionaries. 

Those with the foresight to build bridges 
where others run into brick walls.

The only way to gauge this prescience is 
to test how we think. Can we read between 
the lines, avoid trap answers and discover 
hidden clues within each question? These 
are the ways in which the GMAT tests our 
ability to think like world-class leaders, 
and they do it by combining a little math 
and grammar with a lot of behavioral 
psychology. So if we are to master this test, 
it is critical that we understand the way 
our brains work in order to think creatively 
and avoid errors of judgment. In essence, 
we must think like the Testmaker. Only 
then can we anticipate their traps, discover 
their clues, and create efficient solutions to 
their convoluted questions.

As we now know from the way that 
Systems 1 and 2 function together, any-
thing that occupies our working memory 
affects our ability to think. In the words of 
Professor Kahneman, “intuitive answers 
come to mind quickly and confidently, 
whether they originate from skills or from 
heuristics. There is no simple way for 
System 2 to distinguish between a skilled 
and a heuristic response.” Additionally, “the 
acquisition of expertise in complex tasks 
such as high-level chess, professional 
basketball or firefighting is intricate and 
slow because expertise in a domain is not 
a single skill but rather a large collection 
of miniskills.” That is the reason why we 
cannot cram for the GMAT. To truly become 
an expert on this exam, you must approach 
it methodically.

So, as you begin to prepare for the GMAT, 
there are three things you should remem-
ber on every single problem:

Never trust your intuition.
Always play devil’s advocate.
Don’t get overconfident.

Success favors the prepared.

“HIGH INTELLIGENCE DOES NOT MAKE 
PEOPLE IMMUNE TO BIASES.”

-DANIEL KAHNEMAN


