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Many decisions in life involve uncertain 
long-term benefits and immediate costs 

 
 saving 
 marriage / parenting 
 insurance 
 using sun-screen 
 practice (e.g. playing a musical instrument) 
 school (e.g. attainment, program of study, 

homework) 

 health (e.g. dieting / exercise / smoking) 



 
We all face self-control challenges: 

 



Sample of extremely thirsty undergrads:   
McClure et al. (07)  
 
Choose between 
1 sip of juice in 20 minutes (30%) 
2 sips of juice in 25 minutes (70%) 
 
Choose between  
1 sip of juice now (60%)  
2 sips of juice in 5 minutes (30%) 
 
Different parts of brain involved in  
immediate versus later decisions 
 
 



Two broad systems for cognitive thinking: 
 
System 1: (intuitive, impressionistic) 
     fast 
     automatic  
     effortless 
    associative 
    difficult to control  
 
System 2:  (deliberate, explicit) 
    slower  
    effortful 
    controlled 
 



With lax monitoring of system 1 thinking: 
 
People often: 
 focus too much on the present 
 stick to routines and paths of least resistance 
 focus too much on what is top of mind 
 have difficulty making decisions greater choice 
 Relate situations relative to immediate friends and 

family  
  

mistakes often more frequent under greater stress, 
more uncertainty, and more choice 
 
mistakes compounded when habit formation not 
accounted for  



E asy 
 
A ttractive 
 
S ocial 
 
T imely 

 
 
(Behavioural Insights Team, British Cabinet Office and Institute for 
Government, 2010) 



What is behavioral economics? 
 
applies psychological foundations of 
individual decision making to better explain 
behavior and improve and well-being 
 
Does not imply wholesale rejection of 
neoclassical economics, but rather provides 
theories for why sometimes individuals make 
decisions that are not in their best long-term 
interests 



What is a 'nudge' ? 
 



Today's talk will present: 
 
opportunities for nudging to improve health 
and healthcare 
 
different kinds of nudges 
 
promising policy examples 

 
suggestions for future research and further 
reading   
 



Behavioural Model (Opt-in) 
 



Make Desirable option mandatory 
(not a nudge because choice is removed) 
 

 



Example: mandatory seat belt laws 
Cohen and Einav (2001) 
 

using state variation in law introduction, 
concludes 10% increase in usage rate reduces 
occupant ftalities by 1.35%  

 
 



How do we know behaviour is desirable? 
 
We don't, but some examples obvious 
 e.g. cheaper drug plans, same benefits 
 (Gruber, 2009) 
 
Regret is an indicator of undesirable action 
 
Examples of small changes leading to big 
differences in actions suggest long term cost-
benefit trade-off not going on 
 



Possible opportunities to improve long-
term health and healthcare: 



Nudges still leave choice up to individual 
 

 



 
Opt-out 



Example: Organ donation 
 

 



 
 



Example: influenza vaccinations 
Chapman et al., 2010 
 
480 faculty and staff at Rutgers sent email 
 
opt-in group: link given for setting up 
appointment 
 
opt-out group: date scheduled, with links to 
change or cancel appointment 
 
flu shot receipt increased from 33% to 45% 



Active Choice 
 

 



Example: UK now requires active choice 
about organ donation to complete online 
driving license application 



 Example: Prescription Drug Home Delivery 
(Beshears et al., 2012) 
 
Home delivery cheaper than retail pharmacy pick-up for 
many drugs 
 
Individual saves time and perhaps improves adherence 
 
Beshears et al. (2012) look at active choice policy that 
requires employees receiving chronic medication to choose 
between home delivery or pharmacy pick-up (default prior 
to program was pharmacy pick-up) 



 
per capital direct savings $47/yr , total savings $1.2 million 
 



Simplification (make actions easier) 
 
 



Example: Cafeterias 

 
 



Example: Make it easier to get a flu shot 
 

 



Example: Physician Checklists (Haynes et al. 2009) 
 
4 pct pt reduction in any complication after checklist 
introduced and almost 1 pct pt reduction in deaths 
 



 



Social Norms or Salience 
 
 



  
Example: Reminders for prescription adherence 
 

 



  
 



Incentives to offset immediate costs 

               

            $ 

 



Example: Paying to go to the gym 

(Charness and Gneezy, 2009) 
 
 



Example: Pay to quit smoking  
(Volpp et al. 2009) 
 
878 Subjects from 85 General Electric worksites  
Information about cessation programs  
Information plus incentives worth $750 over 12 months 
 
Eligibility tied to quitting within first 6 months 
Quit rate ratio  
2.9 at 12 months (14.7% vs. 5.0%)  
2.6 at 18 months (9.4% vs. 3.6%)  
 
GE implemented nationwide plan in 2010 with 152,000 
employees 



Example: Incentivizing students to walk to 
school 
   

 



Example: Negative incentive for undesired 
behaviour 
 
e.g. penalize yourself for not losing weight 
 
stickk.com 

 
 
 
 
 
 



  

Personal Assistance (or 'hand-holding') 
 

               
 

 



Example: Personal Assistance in Filling Out Forms 

 
 



Example: Physician as Personal Assistant 

 
 



Summary so far 
 
we are inherently prone to making mistakes that 
affect our long-run wellbeing 
 
Many effective ways to nudge people towards more 
desirable activities without denying alternative 
options 
 
Many BE policies can be easily tested 
 
Lots of room for more policy consideration, with the 
Behavioral Insights Group leading by example  



Caveats 
 
behavioral economics should complement, not 
substitute for more substantive economic 
interventions 
 
starting point is to recognize (individuals and policy 
makers) use of system 1 thinking for long-term 
decisions 
 



Further reading 

  
 


