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Overview of webinar

What is behavioral economics

Commonly applied behavioral principles
The work of the SBST

Examples from the field

Insights on designing effective interventions
Questions and Discussion
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Behavioral Decision Research

e Blend of multiple fields
o (Behavioral) economics
o Cognitive Psychology
o Social Psychology

e Judgment and Decision Making

® Behavioral Decision Research
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Contributions of BDR and Behavioral Economics

e Challenging assumptions of traditional economics
o Rational
o Self-interested
o Consistent

e Difference between “normative” and “descriptive”
theories of behavior

sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM
2015 Annual Report



Understanding human behavior

e Rational agent model (hormative)
o Well-informed
o Stable preferences
o Controlled and calculating
e Behavioral model (descriptive)
o Mediocre judgment
o Malleable preferences
o Impulsive
m but behavior is often predictable!
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A key observation:

Individuals are “irrational” but often
extremely predictable!






Behavioral Research: Some Themes

® Loss aversion
e Framing

o Mental accounting, anchoring
e Power of defaults
e Cognitive priming

o Social identity, self-affirmation
e Channel factors matter!

sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM
2015 Annual Report



Loss aversion
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Framing
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Mental accounting

e |magine that you go buy a winter jacket that costs
$10 ($60). The clerk informs you that a store
twenty minutes away sells the same jacket for $5
less. Would you go to the other store to buy the

jacket?
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Save 55 on $10 Save 55 on 560




Power of Defaults
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Self affirmation
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Low income populations and social stigma

e [|The poor as a stigmatized group
o Stigma associated with welfare
o Class-based stereotype threat
e [|Stereotype content model
e [|Negative self-concepts
e [|Unwillingness to utilize public assistance

® Otherissues: trust? lack of information?
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Money Talks! Have You Heard?

As Much As $4,716 — or more — Could Be Waiting for You!

You could gualify! You could get a GTC refund too!
Did you work in 20077 You may be eligible for the Earned Many families that earned more than $11,750 may qualify for the
Income Credit — even if you don't owe income tax. Child Tax Credit (CTC) refund — up to $1,000 for each gualifying

child under age 17.
If you worked in 2007:

* Did you have one child living with you? Did you earn less File a Federal Tax Return to gﬂt the EIC
than $33,241*? You can get an EIC up to $2,853.
and CTC: Get Free Help!!!

» VITA — Volunteer Income Tax Assistance — helps people fill out
returns for free.

* Did you have more than one child living with you? Did you
garn less than $37,783*7 You can get an EIC up to $4,716.

« If you had no children living with you, did you earn * For a site near you, call 1-800-829-1040.
less than $12,590° in 2007? Were you between the
ages 25 and 647 You can get an EIC up to $428. Boost your take-home pay! Eligible workers with children can get
some of the EIC in their paychecks. To get the Advance EIC, get
*Income limits for married workers are $2,000 higher. Form W-5 from your employer, or call 1-800-TAX-FORM.
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Percent Taking

QL =
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Taking Information

Affirmation

Neutral

Hall, Zhao & Shafir, 2014

sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM




Channel Factors
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Average Refund Amount & Preparedness at FC 2010
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Plus many more....
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Heminders

TABLETS.

EXAMPLES OF BEHAYIORAL INTERYENTIONS

FREQUEMCY"

EXAMPLE

Technical

supplement to 2014

1 72 papars, A regular text-messege reminder to sEVe money increasad sEVings
BppeEring balences by & percent {Earan, MoConnell, Mullainathan, and Zinman,
In & domalns
2 Social Influence 60 papers, Homeownears recetved mallers that compared thelr al
EPPEEring consumption with that of neighbors and rated their househnold as grest,
In & domalns good, or below average. This led to a reduction In powear consumption
aquivalant to what would have hEppenad If anengy prices ad bean ralsed
11-20 percent (Allcott, 2011).
3 Feedback 50 papers, A feld experiment provided individuslized feedback about participation
BppeEring In & curhsids racycling program. Households that were recaiving
In 6domalns  feadback increased thelr participetion by 7 percantage points, whils
P rticipation among the control group members did not increass at gl
Schultz, 1900
4 Channel ana 43 pEpETs, Providing personalized assistance In compisting tha Free Applcstion for
hassle isctors EPpeErng Federal Student Ald (FAFSA) lad to & 29 percent Increass In two
In & domalns consecutive years of college enrollment among high school seniors in the
program group of 8 randomized controllad trial, relative to the control
group (Bettinger, Long, Orecpoulos, and Sanbonmatsy, 2008).
4 MicTo- 41 papers, Small incentives to read books can have a stronger effect on future grades
Incentives Bppearing than dirsct incantives to get high grades {Fryer, Jr., 2010).
0 & domains
'3 Identity cues 31 papers, When a picture of 8 woman appearsd on a meth test, famale students
and Identity Bppearing were reminded to recall thelr gender (Shih, Pittinsky, and Ambardy, 1989).
priming in 7 domains
T Social prood 26 pEpETs, Phone calls to votars with a “high turnout” messags — amphastzing how
BPPeErng many peopls were voting and that that numbar was likely to Increase —
In & domalns weare more affactive at increasing voter turnout than a “low turnout™
massage, Which emphastzed that elaction turnout was low last time and
Ikely to be lower this time {Gerbar and Bogers, 2009},
a8 Physical 25 papers, Individuals poured and consumed more juice when using short, wide
environmant Eppesring glasses than whan using tall, slender glasses. Cafsterias can increasse
cues In 6 domains  fruft consumption by Incleasing the visibility of the frult with mose
prominent displays, or by making frult easier to reach than unhesithiul
alternatives (Wansink and van Ittersum, 2043}
o Anchoring 24 papers, In New York CIty, credit card systems In taxis suggested a 30, 25, or 20
EppeEring percant tip. This caused passengers to think of 20 percent s the low tip
In 2 domains — even though it was double the previous average. Since the installstion
of the credit card systems, aVersgs tips have risen to 22 parcent
(Grynbaum, 2008).
10 Default rules 16 papers, Automatically enroiling le Into SaVIngs plans dramatically Increased
and automation npp-eanng participation and retantion (Benartz and Thaler, 2004).
o 4 domains
n Loss aversion 12 pepers, In & randomized controdled experiment, half the sampls recelved a fres
Bppe&Ering mug and half did not. The groups were then given the option of selling
In 7 domains the mog or buying a mug, respactivaly, If a daterminad price Was
B to them. Those who had received a free mug were willlng to
sell only at a price that was twice the amount the potential buyers ware
willing to pay (Eahneman, Enstsch, and Thales, 1990}
12 Public/private 11 papers, When people promised to perform a task, they often complsted It. People
commitments EppeEring imagine themesives to be consistent end will go to langths to keep up
0 4 domalns this appearance In pobiic and privete (Bryan, Esrlan, end Nelson, 20100
HOTE: *Tha aight domains ara charitabls giving, consumar finencs, scagypsovion banlth, kating, nutit om, vating, and workpizoa productivity

COMMONLY APPLIED BEMAVIORAL INTERVEMTIONS 2

BIAS report.

http://www.acf.hhs.
gov/sites/default/file
s/opre/bias 2014 r
eport_technical su
pplement.pdf
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Behavioral Science and Federal Government

2001 2006

Research is published showing that Congress passes, and President Bush
switching from opt-in to an opt-out signs, the Pension Protection Act
enrollment in retirement savings which codifies the practice of

plans dramatically increases automatically enrolling workers into
participation rates retirement savings plans

Estimates suggest that automatic
enrollment and automatic escalation
have led to billions of dollars in
additional savings by Americans

Brigitte C. Madrian and Dennis F. Shea, “The Power of Suggestion: Inertia in 401(k) Participation and Savings Behavior,” Quarterly Journal of
Economics 116 (2001): 1149-1187.

Pension Protection Act of 2006, Public Law 109-280, U.S. Statutes at Large 120 (2006): 780-1172. SOCIAL AND BEHAVIORAL SCIENCES TEAM
Shlomo Benartzi and Richard H. Thaler, “Behavioral Economics and the Retirement Savings Crisis,” Science 339 (2013): 1152-1153.



Social and Behavioral Sciences Team (SBST)

The Social and Behavioral Sciences Team (SBST) is a cross-agency group of
experts in applied behavioral science.

SBST is chaired by the Office of Science and Technology Policy (OSTP) and
includes representation from a dozen member agencies across the Federal
Government, as well as offices within the Executive Office of the President.

SBST translates findings and methods from the social and behavioral sciences
into improvements in Federal policies and programs for the benefit of the

American people.
sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM



Social and Behavioral Sciences Team (SBST)

Subcommittee Members

The following Federal departments and agencies are represented on the SBST and
through it, work together to coordinate the application of social and behavioral science
research to advance policy and program goals and better serve the Nation:

Department of Agriculture

Department of Defense

Department of Education

Department of Energy

Department of Health and Human Services
Department of Housing and Urban Development
Department of Justice

Department of Labor

Department of the Treasury

Department of Veterans Affairs

General Services Administration (Executive Secretariat)
National Science Foundation

Social Security Administration

United States Agency for International Development

The following offices of the Executive Office of the President are also represented on the
SBST:

Council of Economic Advisers
Domestic Policy Council

National Economic Couneil
Office of Management and Budget s s
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Lessons learned from applied behavioral science

Generate an actionable question
Consider behavioral assumptions

Identify intention/action gaps

sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM
2015 Annual Report



Lessons learned from applied behavioral science

DEFINE the problem

DIAGNOSE the behavioral issues
DESIGN the intervention

TEST the impact

The diagnosis can be an iterative process that helps to refine the question and
leads to a more effective set of behavioral principles to engage.

Focus on specific, measurable behaviors!
— often an iterative process
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Lessons learned from applied behavioral science

Consider behavioral assumptions

— especially when considering low-take up of
policies and programs

e Examples:
o Anticipation of tax refunds
© Housing choice
o Food choice
O Child care decision making

also see (Hall, Galvez & Sederbaum, 2014)
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Anticipation of tax refunds
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Over-estimators

Refund Calculated During Tax Preparation
I

g
g

$1,000

S0 S1L,000 52,000 33,000 54000 S§5000 356,000 537,000 S5.000 59000
Refund Predicted Before Tax Preparation

Hall & Romich, in press.

sbst

SOCIAL AND BEHAVIORAL SCIENCES TEAM



Housing choice
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Housing choice

e Half want to stay in familiar neighborhoods
(Galvez, 2011; DeLuca & Rosenblatt, 2010)

e Not always seeking out “better” neighborhoods
(Hall, Galvez & Kleit, in preparation)

e Small obstacles have large costs
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Food choice
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Food choice

e Targeted subsidy on fresh produce
(Hermann et al., 2008)

e Comparison of subsidy types

e Greater consumption of produce after subsidy ends
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Child care decision making

® []Conceptual frameworks (chaudry, Henly, Meyers, 2010)
o Consumer choice (rational) => outcomes

o Heuristics and biases/social network => processes

® [JAccommodation model combines these
(Meyers & Jordan 2006)

® Go beyond rational choice

o Descriptive models of behavior (not normative)
o Multiple lenses can research on decision making
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Lessons learned from applied behavioral science
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The inconsistency of humans

e Chronic divergence between intentions and behaviors
o Influence of social context
o Current vs. Future self

e Inconsistency # Unpredictability!
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In summary...

® [!Understand the context and process
e |dentify program goals
e Map the process — Idenfiy roadblocks/bottlenecks

e Design intervention/evaluation
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Questions and Comments?
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