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At least that's this reader's reaction to Richard Thaler and Cass Sunstein's â€œ Nudge,â€• an engaging and insightful
tour through the evidence that.

Though allowing vouchers with which to choose between competing schools is not a panacea, it has been
shown to improve student performance. The cool thing is, you can design your environment in ways that more
good nudges will happen, for example by installing blocking software to restrict access to distracting websites.
Few people will be surprised to learn that the setting in which individuals make decisions often influences the
choices they make. In the US, most states require explicit consent for people to donate their organs. Their
answer is for the government to get out of the marriage business altogether. It provides them with a platform
for publicizing their plans and, if they fail, it triggers automatic donations to charities they loveâ€”or, even
more provocatively, charities they hate. While this provides excellent advice for how people should think
about saving, it utterly fails to accurately describe how people do think and behave when it comes to financial
planning. Some people will indeed have too many mojitos and get married in a drunken haze in Vegas and
then regret it. Maximizing choice does not always maximize utility, and for this reason it is crucial to select
the default social security fund carefully. First, people have bounded rationality with respect to understanding
and solving the mathematical problems involved in figuring out what to do. Financial planners generally
receive commissions from the financial institutions whose products they sell oh, sorry, encourage you to take
up. The Conservatives moved quickly to stake their claim to his brand of 'libertarian paternalism', seeing in it a
way for the state to act non-coercively for the greater good. Example: San Marcos California energy bills
graphically demonstrated if the household was using more or less energy than their neighbours by using a J or
L. Indeed many companies seem to make comparisons more obscure to help prevent making well-informed
choices cf mobile phone rates, mortgages etc. The most successful of these endeavours colonise the word for
the author's purposes. Defined-contribution plans could offer a set of model portfolios with varying degrees of
risk, or plan sponsors could offer participants target maturity funds matched to their expected retirement date.
Alternatively, they can require agents to make a choice, but this may be perceived as a nuisance and may even
be unfeasible when the decision is sufficiently complex. Chapter 9: Privatizing Social Security: Smorgasboard
Style Using the Swedish privatization plan as a case study, it is clear that the combination of free entry,
unfettered competition, and lots of choice seems great, but does not guarantee the best possible social security
outcomes. Therefore, the default should be the choice that is most likely to meet the needs of those required to
make the choice. The emotion of decision-making â€” Our emotional state can influence our behaviour cf
shopping on an empty stomach. What makes this choice-book different is its focus on environment design,
rather than improving your inner strength, willpower, etc. Our frailties may often be irrational, but they remain
ours. There is a false equality set up between freedom and choice. It is hard to see why this is any business of
the state. The goal, in part, is to nudge people toward healthier, safer, more prosperous lives while also
addressing pressing issues like environmental damage and the rising cost of health care. Read in: 4 minutes
Favorite quote from the author: Nudge was co-authored by two professors. New enrollees could be defaulted
into a boilerplate investment plan carefully selected by knowledgeable experts, and participants who want to
be more involved could be offered a menu of plans commensurate with their level of sophistication. And the
framing will affect the decisions. Often these short cuts help, but occasionally they can mislead us. There's
something slightly absurd and infantalising about such strategies, but Thaler and Sunstein have good data to
support their claim that 'everything matters' when it comes to choice environments. Inheritance and other death
benefits, e. The problem is that the industry funds asked the previous government to structure the new system
so that all funds would have to disclose all fees and charges associated with their products. For example most
people eat in a mind-less trance. Many actions are divorced from their consequences e. They endorse
automatic enrollment in savings plans unless and until participants decide to opt out. Thus the original set-up
nudges people into a certain ways of operating with the technology. It is no wonder that Adair Turner, in his
report on pensions, urged legislation to push pension schemes to an opt-in default position and that policy is
moving in this direction. Opting out would be easy, but this device would help those who want to give in
general but forget to make good on their good intentions. Social influence is one of the most effective ways to
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nudge behaviour. We are virtually incapable of balancing the temptations of today with the rewards of
tomorrow; for some of us, even instant gratification isn't quite quick enough. His partner in nudging, Richard
Thaler, is a professor of behavioral economics at the University of Chicago, where Sunstein also taught. The
same principle was applied to reduce college drinking and teen smoking. The writers of this book define
themselves as Libertarian Paternalists. For example we may have cash in the bank but still have money
outstanding on a credit card.


