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First principles

As he stewed about the absurd price the Russians wanted to
charge, he employed some first-principles thinking, drilling
down to the basic physics of the situation and building up
from there. This led him to develop what he called an “idiot
index,” which calculated how much more costly a finished

Total Cost of Finished Product

product was than the cost of its basic materials. If a product Idiot Index =

had a high idiot index, its cost could be reduced significantly Cost of Raw Materials

by devising more efficient manufacturing techniques.
Rockets had an extremely high idiot index. Musk began
calculating the cost of carbon fiber, metal, fuel, and other
materials that went into them. The finished product, using
the current manufacturing methods, cost at least fifty times

more than that.
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R Musk Says Tesla, SpaceX, xAl Chip Project to Kick Off in Texas (Bloomberg)
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