Behavioral Economics #1

When a person is declared brain-dead,
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their organs can be donated to those in need,
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and the consent rate for organ donation varies remarkably across countries.
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In France, Hungary, and Austria, the rates exceed 99 percent,
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while in Germany and Japan, these rates are only around 12 percent.
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What is behind this huge gap?
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You might attribute this gap to differences in cultural or religious values,
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but in reality, it is simply due to how the question is asked.
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In the former, people were asked “check the box if you DON’T want to donate
your organs.”
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In other words, the default answer was set to consent.
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By contrast, the latter asked their citizens “check the box if you want to donate
your organs.”
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Organ donation is a very important decision for both individuals and society,
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but we respond very differently depending on how the question is framed.
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Traditional economics has assumed that humans are rational beings, often
referred to as Homo economicus,
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who are selfish and calculating,
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take into account all available information, and always make the most rational
decisions.
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However, this animal is fictional.
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Real Homo sapiens are social, cooperative, inconsistent, and often irrational.
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In light of these observations, behavioral economics has emerged since the
1980s

L0k A AHORERRE A

19804 LAKE, TTEIRRA Y AEHENE X5 kot

as an approach to reexamine human nature and how society functions.
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How does behavioral economics reveal what we really are?
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Given this reality, how can we guide ourselves toward better decisions?
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Behavioral Economics #2

Which would you choose: $100 today or $101 a week later?
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Also, would you prefer to receive $100 a year from now, or $101 a year and a week from now?
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While it may not be the case with you,
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studies have shown that many people tend to choose the immediate $100 in the first question,
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but in the second question, most people are willing to wait an additional week.
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Even though both options offer the same 1% return in just one week,
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our decision-making is strongly influenced when the reward is right in front of us.
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This is known as “present bias,”
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a psychological tendency to prioritize immediate rewards over delayed ones.
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It also explains why we often fail in a diet, and skip studying or going to the gym.
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Most of us harbor this tendency, but not all of us fall into it.
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In one experiment, subjects were assigned the task of proofreading three documents for
typographical errors over a period of three weeks.
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The subjects were divided into three groups:
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one group had to submit one document per week,
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another was told to submit all three after three weeks,
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and the third group was allowed to set their own deadlines.
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The group with weekly deadlines performed best, detecting the greatest number of errors.
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By contrast, the worst-performing group was the one that submitted all three at the end,
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as many procrastinated until the last minute and rushed to complete everything.
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Among those who set their own deadlines, some anticipated procrastination while others did not, :
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and the average performance fell in between.

| S IR Z ORI %

What this experiment implies is that even though we have such a bias,
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we can avoid it by anticipating our irrationality in the future and taking preventive measures.
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In behavioral economics, those who are aware of their biases and manage them through various
interventions are called “sophisticated” individuals.
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By contrast, those who believe they do not have any biases are referred to as “naive”
individuals.
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The most insightful people are those who recognize and accept their own flaws and limitations.
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Behavioral Economics #3

Humans are inconsistent animals.
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Our ability to make rational decisions is not always consistent.
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The same individual can display very different cognitive abilities depending on the situation and FIE AT . A7 PR B

environment.
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In one experiment, workers with limited financial resources showed lower scores on cognitive
tests
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when they had to pay for an expensive car repair bill.
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By contrast, when the repair cost was low, their performance did not decline.
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This is because anticipating a financial burden places cognitive strain on the participants.
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Also, a study on sugarcane farmers in a developing country found that they performed better on
these tests after harvest than before.
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Before harvest, when they were poor, their mental resources were occupied by financial anxieties,
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leaving less capacity for other tasks.
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These findings challenge the traditional assumption that humans always make rational decisions :
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under given conditions.
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For instance, the application process for social welfare programs, including unemployment
benefits, pensions, and public assistance,

7o & 2 KRR, AR E Ot AL O W TR E 3

often involves complicated procedures.
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Traditional economics has assumed that those who are really in need are more willing to
navigate such cumbersome procedures,
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while well-off people tend to avoid applying even if they are eligible,
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as they are discouraged by its complexity.
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As aresult, limited social welfare budgets are more likely to be directed toward those most in
need.
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However, in reality, there are many people who are eligible but don’t apply.
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This may be because those who are most desperate for support have already exhausted their
willpower
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due to the constant stress of managing to make ends meet.
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Thus, our cognitive capacity is finite and is always influenced by circumstances and the
environment.
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To give a more familiar example, when we go grocery shopping on a full stomach, we tend to
buy less food,
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whereas when we shop while hungry, we tend to purchase more than necessary.
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It is naive to assume that we can consistently maintain the same level of rational capacity in any DA TOR UL A DGEE RO LN TEZ L EZ DI, BTV ICHBINE

situation.

Rather, it is precisely in critical situations that our judgment is most likely to be impaired.
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Behavioral Economics #4

The motives behind human behavior are extremely complex.
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A certain day care center in Israel was troubled by parents who occasionally arrived late to pick AT IADD BT, b % P % T8 b OMAISERT < B R R A T e

up their children,

so it introduced a small fine of about $3 for late pickups.
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Interestingly, the fine did not work well—in fact, it even backfired.

DL ARMIREN T &

Iy BRI K. ZRE A DFHRICGEoTCLE 2D

Why?
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Before the fine was implemented, the parents were driven by social motives:
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they felt guilty about being late and inconveniencing the teachers,
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and this sense of guilt encouraged them to be on time.
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However, once the fine was imposed, parents interpreted it as an extra charge for extended
service hours.
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Their sense of guilt was replaced by the perception that they were paying for a service.

a MR A

[F—e20%liZfh> T3] LWHIEREICEDL- DT

In other words, the behavioral standards of the parents shifted from a social norm to a market
norm—
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whether the cost is worth it.
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But the most interesting part of this case is that when the day care center removed the fine a few D LTl b BN 0 1. A B4 2 B L b

weeks later,

the parents still continued to arrive late.
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A social norm, once lost, cannot be easily recovered.
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In another study conducted in Germany,
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university students were offered a three-hour data-entry job at a library in exchange for 12 euros.
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Among the subjects, the first group was paid only 12 euros as promised,
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whereas those in the other groups received an additional bonus in various forms,
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such as seven euros in cash, a water bottle worth seven euros, or banknotes worth seven euros
folded like origami.

BT BN, 72— w O, I 0O X 5 1H BT — n S ORE R &

Surprisingly, those who received the cash bonus showed no significant improvement in their
productivity,
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whereas the group that received a water bottle became more productive.
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The greatest improvement was seen among those who were given banknotes folded into origami.
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When the bonus is perceived as a gift,
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people are guided by social norms and are willing to increase their productivity in order to retum
the favor.

MNZHAPHEICHE L, Z DRI Z 7z Wi SFib e b2 RO LS T2

Human behavior is far more complex than the simple assumption
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that people work harder merely in proportion to the amount of money they receive.
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Behavioral Economics #5 1/2

Humans are social animals.
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When making decisions, we care not only about our own interests but also about
fairness and the well-being of others. :
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We also look to other people’s behavior for guidance
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and naturally try to avoid being in the minority.
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How can we leverage these findings to make society function better?
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For example, it has long been a concern that relatively few people evacuate
when predictable natural disasters approach,
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such as typhoons and heavy rain.
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Behavioral economists have examined how changing the wording of evacuation
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warnings affects people’s decisions. P E T

Those who chose to evacuate often did so after seeing that other members of R e 7 D% < I, HIROMO A7 b 2T GBI LT 20 R RTZ S LADE L
their community had already evacuated. )
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Furthermore, messages emphasizing contribution to others have also been
shown to be effective.
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For example, informing residents that “If you evacuate, your neighbors are also :
likely to follow,
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and your choice may end up saving other people’s lives”
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can encourage them to evacuate.
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In the case of organ donation, changing the default has already proved effective, :
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but researchers have found that messages highlighting reciprocity can make a
difference.
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Many individuals were encouraged to consent

E%(@Aﬁﬁ%ﬁﬁm@ﬁ%%ﬁéhﬁ@ﬁ

when they were informed that they themselves might one day become
beneficiaries of organ donation.
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Behavioral Economics #5 2/2

As we have explored,
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understanding human biases and designing interventions based on these insights

can be immensely beneficial.
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Nevertheless, behavioral economics is not a panacea.
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Around 2020, behavioral economics attracted considerable interest, particularly :
from the business sector,
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when it was seen as a means of manipulating consumer behavior at will.
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By its very nature, behavioral economics tends to appeal to the general public
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because it promises to reveal the hidden mechanisms of human irrationality,

L s b A OJEA IO A 2 R E W 2 & T

giving people a sense of intellectual satisfaction.
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However, behavioral economics is not a silver bullet for marketing,
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nor is it a quick fix. i 22 iR T D o
Human behavior is even more complex than the assumptions of behavioral NI OB, ISR 2 k) b X b (M D72

economics might suggest.

Moreover, it certainly should not be used as a tool to manipulate others for one ’s L r LT, BER S D

own benefit.
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Instead, the real question is this:
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how can we make the best use of behavioral economics to build a better society
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not by ignoring our irrationality, but by working with it?

| NH DA A EE T 50T,

ZRERZAVEDLD

©2026 Ripple Education | www.ripple-realprogram.com



