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Thaler, R.H., & Sunstein, C.R.  (2008).  Nudge:  Improving decisions about health, wealth, and happiness.  Caravan Books.

The authors purport that in each of our brains exists a conscious, reflective function and an unconscious, automatic function. The first process is slow and analytical, representing conscious thought, while the second is rapid and intuitive, representing “gut feelings.” If one function is our own highly rational Spock, then the other is our impulsive Homer Simpson.  For most of our daily routines we operate on autopilot, and Homer Simpson predominates. When we face major decisions, like signing a big mortgage or changing careers, remaining on autopilot could mean danger. The good news is that a simple nudge can save us from our inner Homer Simpson.  The authors argue that for decisions with serious consequences, public and private institutions should consciously guide people towards more prudent choices, while simultaneously preserving their individual liberty.

Nudge Basics. The authors begin with the story of Carolyn, the director of food services in a large public school system. She was interested in testing whether the way food was displayed in her school cafeterias would affect students’ choices. In some schools, the desserts were placed first, in others last. Sometimes the fries were placed at eye level, sometimes the carrot sticks. Just by food placement, she was able to increase or decrease the consumption of many food items by as much as 25 percent.
This example has two interesting features. First, at no time were students told what they could or could not eat. There were no mandates. Second, it was quite easy for the students to overcome the food arrangements by changing where they looked, going further down the line, or going to another line. There was no coercion involved. Thus, the decision context of this situation was liberty-preserving. 

As the “choice architect” in this situation, Carolyn clearly organized the context of the students’ decisions. Her placement of food constitutes a nudge. A nudge is “any aspect of the choice architecture that alters people’s behaviors in a predictable way without forbidding any options or significantly changing their economic incentives.”  “To count as a nudge, the intervention must be easy and cheap to avoid.” 

Carolyn can also make the students’ health better or worse off.  The authors argue that Carolyn, as a responsible choice architect, ought to improve their health. She should adopt a paternalistic policy, that is, she should try to “influence choices in a way that will make the choosers better off, as judged by themselves.” When asked about the healthfulness of apples versus chocolate cake, most teenagers would readily admit that an apple is more nutritious. They might actually choose the cake, but deep inside, they know the difference. The authors offer up the philosophy of libertarian paternalism: “helpful guidance with a light touch.”
Nudge Paternalism.  For those who resist the idea of paternalism, which has negative connotations, the authors point out one false assumption and two misconceptions. The false assumption is that “almost all people, almost all of the time, make choices that are in their best interest or at the very least are better than the choices that would be made by someone else.” They argue that this assumption is obviously false. It is clearly false when the choosers are operating in contexts in which they are “inexperienced and poorly informed, and in which feedback is slow or infrequent.” 

Then there are two misconceptions. One is that it is possible to avoid influencing people’s choices. “In many situations, some organization or agent must make a choice that will affect the behavior of some other people,” write the authors. The second misconception is that paternalism always involves coercion. As the Carolyn example clearly shows, however, this is not the case. “Some types of paternalism should be acceptable even to those who most embrace freedom of choice,” the authors argue. The responsibility of the choice architects is to preserve freedom of choice while “offer[ing] nudges that are most likely to help and least likely to harm.” 

Choice Architecture.  Most of us could use a nudge in situations where we are unknowledgeable and inexperienced, where feedback is difficult or infrequent, or where the relation between choice and experience is ambiguous. Not surprisingly, perhaps, these characteristics describe many of our major life choices about wealth, health, and happiness. Being a leader in many cases, then, means becoming the “choice architect” for one’s followers, and the book offers some practical tips for being an effective choice architect: 

· Structure complex choices so they are easier for people to understand.
· Set defaults so they guide people toward more prudent choices. 

· Provide explicit feedback so people know when they are doing well and when they are making mistakes. 

· Help people map out the relationship between their options and what choices will actually make them better off.
· Design incentives so that losses and gains are made more salient.
· Design “forgiving” systems that incorporate the fact that people will make mistakes. 
Nudging Toward Personal Savings.  To illustrate their arguments, the authors discuss how structural nudges can help move Americans toward higher personal savings rates.  

The authors note that “in 2005 the personal savings rate for Americans was negative for the first time since 1932 and 1933—the Great Depression years.” Coupled with this disturbing trend is the fact that for many Americans, retirement savings are “woefully low, if not zero.”   They suggest two nudges:

(1) automatic enrollment in company savings plans;

(2) a unique “Save More Tomorrow” program that counteracts the natural human tendency to spend more and save less when pay raises are received. 
Automatic Enrollment Program: The authors note that for many company savings and retirement plans, the default option is non-enrollment. Thus, people have to do a little work to get enrolled and think about their asset allocations. They recommend making the default choice an automatic enrollment that can be easily waived if desired. In a 2001 study done by Madrian and Shea, participation rates in one plan using the old manual “opt-in” approach were barely 20 % after three months of employment, increasing to 65 % after 36 months. However, when automatic enrollment was instituted enrollment of new employees jumped to 90 % immediately and increased to more than 98 % within 36 months. Automatic enrollment had two effects: participants join sooner, and more participants join eventually.
Save More Tomorrow:  This program encourages participants to commit themselves to a series of contribution increases timed to coincide with pay raises. In this approach participants never see their take-home amounts go down, and they don’t view their increased retirement contributions as losses.
Final Observations.  This book breaks some new ground. The study of human motivation now goes beyond the traditional “carrot and stick” techniques to a more subtle and effective approach. There is a new vista of research in the fields of leadership and decision-making.
In politics, where debates between promoters of government mandates and advocates of laissez-faire approaches seem intractable, they authors offer a third way, the humble nudge. Though this political debate will likely continue into the indefinite future, the authors have clearly nudged the conversation in a different direction.
IMPLICATIONS FOR EXTENSION.  This book can be helpful to Extension programming as we advocate for people to make choices more effectively and for the better good (for themselves and others.








