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Abstract

Achieving sustainable development goals in a very dynamic and complicated world requires innovated solutions.
As people are in the heart of the developmental process, understanding what motivates people and what drives
their behaviors is a must for designing policies targeting the achievement of developmental goals. This paper
aims to assess how the behavioral economics’ tools may be applied to directing people’s behaviors toward more
sustainable activities and then contributing to achieve sustainable development goals. Using deductive
qualitative approach, and a comparative analysis, the study explores and discusses to what extent insights and
techniques from behavioral economics may affect and change policy making process and then public policies’
outcomes specifically in the context of sustainable development disciplines. The results showed a vital role of
behavioral economics tools in developing public policies in accordance to real behavior of people which -in turn-
help in achieving sustainable development goals. Moreover, it was concluded that changing humans’ behavior
toward more sustainable patterns of life provides so many opportunities to strengthen the effectiveness of
policies for sustainable development in both developed and developing countries. Using behavioral economics
tools, policymakers can design more effective policies to achieve Sustainable Development Goals (SDGSs).

Keywords: Behavioral Economics (BE), Behavior Insights (BI), Behavioral Economics Team (BET),
Sustainable Development Goals (SDGs)

1. Introduction

Most of development economics research focuses on alleviating poverty and enhancing more justice in income
distribution. Sustainability can be enhancement only if alleviating poverty and reducing income inequality
-taking into account environmental considerations- are integrated with sustainable patterns of behavior in the
society. Sustainable development is the continuous procedures that policy makers use to fulfil the needs and
requirements of the present generations without compromising the ability of future generations to meet their
own needs (Brundtland, 1987; Stephen et al., 2019). Sustainable development process must make an accurate
balance between the present and the future to ensure that all generations will live in a good environment and
have a better standard of live considering the available resources. The challenge faced by policy makers in that
context is to answer the questions: How to maintain the targeted balance between the different dimensions of

57



ijef.ccsenet.org International Journal of Economics and Finance \ol. 12, No. 10; 2020

developmental process, and How to make ensure that the futural generations will get their rights in the resources
and environment?

A part of the answer may be that human behavior in the consumption and production domains is a key factor
affecting the governments’ efforts to allocate resources between the present and the future to enhance justice
between the different generations regarding the complicated relationship between the various dimensions of
sustainable development and the various goals of every dimension. Then, policy makers must understand and
integrate the psychological and behavioral factors of individuals when designing and implementing policies
targeting developmental goals to increase the efficiency and effectiveness of those policies in achieving its
targets. It can be done by employing behavioral economics tools in the policy making process.

Behavioral economics studies and analyses the psychological and social factors which influence the behavior of
people and organizations. The key idea here that behavioral insights indicate that human behavior is not always
economically rational as assumed in neoclassical economics Theories, and the individuals’ decisions are- to
some extent- Influenced by psychological factors and social circumstances (Dirk & Julia, 2018).

In 2015, United Nations approved 17 Sustainable Development Goals to promotes economic development with
its social and environmental dimensions which is so called “ the Millennium Sustainable Development goals”
including poverty alleviation, improving standards of living and maintaining better allocation of natural capital
necessary for future development. (Stephen et al., 2019). So, there is an urgent need for policy makers to
consider the interrelation between the economic, social, and environmental dimensions of sustainable
development when targeting the achievement of its goals.

Behavioral economics shows that in the real live, individuals are influenced by mental biases that enforce them
to act irrationally. (Sent, 2004; and Heukelom, 2014) proved that decision making process is mostly interrupted
and moving a way from what the traditional theory of economics assumes.

This paper discusses some key behavioral insights that help to explain the challenges and opportunities of
modifying human behavior’s patterns toward sustainability and describes several effective examples of how
behaviorally informed policies have been implemented in both developing and developed countries. This study
also introduces important recommendations related to the mechanisms of shifting behavior in desirable
directions and designing policies to achieve desirable outcomes by integrating economics with other disciplines
in pursuit of sustainable development which includes three dimensions: economic, social and environmental
dimension, A society cannot be sustainable unless it has incorporated social justice, economic welfare, as well as
environmental protection, into its guiding principles (Fawad, 2019).

2. Material and Methods

To achieve the main objective of this study, the methodology used is descriptive in nature because it mostly
explores the applicability of BE tools to policy making process regarding each dimension of sustainable
development (economic, social and environmental dimensions) considering countries’ experiences. The
empirical study depends on a combination of inductive and deductive approach to draw a complete picture about
how policy makers can use Bl and BE tools to improve and innovate new effective policies to achieve SDGs.
This study analyses the existing evidence regarding the role, restrictions and the changing degree of success of
BE tools in designing public policies.

3. Results

3.1 BE Tools and Economic Dimension of Sustainable Development
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Sustainable development process must include appropriate mechanisms of allocating the available resources to
make the balance between present and future generations’ needs. Focusing on SDGs, specifically goal 1 (End
poverty) and goal 12 (Ensure sustainable consumption and production patterns), data collected showed that:
(UNDP, 2020)

e  10% of world’s population live in extreme poverty.
e 1.3 billion people live in multidimensional poverty.

e 1.3 billion tonnes of food are wasted every year, while almost 2 billion people go hungry or
undernourished.

e  The food sector accounts for around 22% of total greenhouse gas emissions, largely from the conversion of
forests into farmland.

e  Only 3% of the world’s water is clean, and humans are using it faster than nature can replenish it.
e 20% of the world’s final energy consumption in 2013 was from renewable sources.

Sustainable consumption and production have a key role to play related to increasing resource effectiveness,
encouraging sustainable lifestyles, and alleviate poverty rates (Saugato & Sendhil, 2014).

policymakers must consider that moving toward more sustainable patterns of consumption and production is
essential to achieve developmental goals. In that context, the small decisions that individuals daily make have
significant effects on the developmental process which shed the light on the importance of changing human
behavior towards more sustainable choices (UNEP, 2017).

Policymakers have various tools to affect and modify behavior, such as regulations, prices, and incentives, but
first they need to understand the determinants of that behavior, or they will meet more challenges related to the
limited returns of their policies.

Employing findings from behavior economics, which draws on main improvements in the study of
decision-making to better understand the complications of personal behavior, in designing public was proved in
many countries as an affective mechanism to modify consumer choice and increase developmental returns.

Evidence from behavioral and experimental economics suggests that people care about the welfare of others
(Charness & Rabin, 2002), they are affected by their short-term feelings (Loewenstein & Lerner, 2003), and they
resort to heuristics when faced with a complex choice environment among others (Gabaix et al., 2006).
Behavioral economists proposed to nudge and wink people to make better choices for them and the society
around the globe. Behavioral economics concentrates less on organizations, especially markets and their
disappointments, but on failures in decision making. Policy is therefore less disposed to regulate the market, but
rather the behavior of individuals on markets. The application of behavioral economics to business sector
economic analysis is a cutting-edge method to secure the power of real-world related economics (Dirk & Julia,
2018).

Behaviourally informed policy tools can help individuals better assess costs and benefits and act on their
preferences, improving the efficiency of government interventions. The behavioral perspective on decision
making indicates that apparently small and low-cost policy. Changes in behaviours may also have a huge effect
on the accomplishment of development targets concerning the reduction of poverty. Using many policy tools,
policy makers can help people make better decisions, which in turn reduce poverty. Those tools include framing,
anchoring, simplification, reminders, and commitment devices. The evidence shows that while policy makers
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may not be able to solve individuals’ behavioral restrictions, a psychologically informed understanding of
decision making can help them to recognize those constraints and design policy to account for them and improve
the match between intended and actual effects of public policies. For instance, behavioral economics has
provided new answers and new approaches to important questions in many areas of economics such as the
questions about why the poor stay poor (Banerjee & Mullainathan, 2008). It has furthered our understanding of
the nature of poverty by showing how poverty is as much about psychological and cognitive scarcity as about
financial and material deprivation, which are the focus of traditional economic theorizing about poverty
(Bertrand et al., 2004)

3.2 BE Tools and Social Dimension of Sustainable Development

Improving the economic, social, and environmental well-being requires making substantial changes in social
policy regulation and economic improvements. Thus, psychology can also be applicable to sustainable
development by helping to shape social policies that foster mental health and well-being in both developed and
developing countries. Focusing on SDGs, specifically ending hunger and improving nutrition (goal 2) and
achieving gender equality (goal 6), the available data showed that: (UNDP, 2017)

e The number of hungry persons is about 821 million in 2017, 63% out of them are in Asia.

About 151 million children under five, 22%, are stunted.
e  More than 1 in 8 adults is overweight.

e 1in 3 women of work force have diseases related to shortage in the haemoglobin percentage in the blood as
a global average.

e  750.000.000 girls were married before the legal age of marriage (18 years old).

e In many countries, husbands can legally prevent their wives from working; in 39 countries, daughters and
sons do not have equal inheritance rights; and 49 countries lack laws protecting women from domestic
violence.

e  20% of women have suffered from physical and/or sexual violence by an intimate partner within the last
year, and 49 countries have no laws that protect women from such violence.

e  Females represent only 13% of agricultural land holders.

e  Women in Northern Africa countries get no more than 20% rewarded jobs in sectors rather than agricultural
sector. The percentage of females in paid employment outside the agriculture sector represent only 41% in
2015.

Empirical evidence proved that changing human’s behavior and society’s norms is a must for achieving social
sustainability. For example, it was proved that the large gender gap in educational fulfilment between young
females and males in India is in part due to the belief that there are limited monetary returns from educating
females, whose main social role is thought to be restricted to housework. That opinion is confusing as they
encourage pulling girls out of school, which in turn means that their economic chances in fact stay restricted. To
solve this problem, Jensen (2012), founded that affording villagers a accurate data about the jobs opportunities
available for women with high-school degrees may encourage them to continue learning for a longer years and
delay marriage to benefit from the hight salaries they can obtain from the available jobs. Another way in which
psychology and social norms is relevant is the application of their insights and tools to deal with the undesirable
behavior which has negative impacts on economic development and specifically, sustainable development in
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forms of disaster relief, environmental pollution, and irrational use of resources. Psychological insights may help
here as indicators of unsustainable development and can provide policy makers and professionals various tools to
manage undesirable behavior and shift it toward more sustainable practises (Fawad, 2019)

Revealing the possibility of behavioral solutions needs to take a systematic approach to classifying essential
difficulties, assessing the possible influence of behavioral economics methods, and interpreting these perceptions
into developments in programs. This can only be attained by making some deep-seated changes in the way we go
about applying behavioral insights in development. This requires that governments must integrate behavioral
insights in the process of designing developmental programs and to experimenting on existing programs.

3.3 BE Tools and Environmental Dimension of Sustainable Development

The environmental sciences have recorded large and annoying changes in planet systems, from climate change
and loss of biodiversity, to changes in hydrological and nutrient cycles and exhaustion of natural resources.
These undesirable changes in the environmental components have great harmful impacts on future human life
and generate worries about whether the countries all over the world are on the right way to sustainable
development or on the wrong and move a way from achieving sustainable development goals (Sergey et al.,
2014). Hence, achieving economic development considering the environmental considerations require making a
balance between economic performance, social wellbeing, and environmental protection along with the
insurance of justice between the present and future generations a necessity for the continuation of life on the
earth. It could be achieved through an understanding the interactions between the different dimensions of
sustainable development (Shohel & Howes, 2011).

Focusing on SDGs, specifically goal 7 (Ensure access to affordable, reliable, sustainable and modern energy) and
goal 13 (Take urgent action to combat climate change and its impacts), available data showed that: (UNDP &
IPCC, 2019):

e  Energy is the major supplier to climate change as it produces more than 60% of greenhouse gases.

e  Onein 7 people still lacks electricity, and most of them live in rural areas of the developing world.

o  More efficient energy standards could reduce building and industry electricity consumption by 14%.
e About 40% of the world’s population depend on polluting and unhealthy fuels for cooking.

e 20% of power was produced through renewable sources.

e  To restrict warming to 1.5 C, global net CO2 emissions must decrease by 45% between 2010 and 2030 and
reach net zero around 2050.

e Climate pledges under The Paris Agreement cover only one third of the emissions reductions needed to
keep the world below 2°C.

e  Global emissions of carbon dioxide have increased by almost 50 per cent since 1990.
e  Global emissions of carbon dioxide have increased by almost 50 per cent since 1990
e  Emissions grew more quickly between 2000 and 2010 than in each of the three previous decades.

Balancing between economic growth and environmental considerations is more than challenging, but it is still
possible through innovating new technologies, integrating climate change measures into national policies,
strategies and planning, In addition, it could be done by targeting some changes in behaviours toward more
sustainable patterns of consumption, production, and other aspects of life. For example, Norway has an
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independent organisation promoting and supporting the use of behavior insights in designing environmental
policies. That organisation- called “GreeNudge”- has an obvious emphasis on sustainability and aims to initiate,
fund and encourage research into behavioural change to alleviate climate change.

The three most environmentally relevant areas of consumption, which together sum up to 75 — 80% of the life
cycle environmental impacts in industrialised countries are housing (especially heating systems), transport
(especially car use and air travel) and food and drink (especially meat and dairy) (EEA, 2013). These areas are
also the ones where nudge researchers and practitioners see the largest potential (Stordalen & Kallbekken, 2014).

The households’ consumption patterns of energy mostly show that behavior is not economically rational. One of
the important contributions of behavioural economics to energy efficiency policy is to counteract the
economics-based reasoning, which argues that there cannot be an “energy efficiency gap” since people always
behave rationally (Geller & Attali, 2005; Gillingham & Palmer, 2014).

In a study of the impact of an eight-month period of obligatory electricity saving in Brazil, evidence indicates
that the policy led to a continued decrease in electricity use, with consumption 14$% lower even 10 years after
rationing ended. Household data on the ownership of appliances and on consumption habits indicate that a
change in habits was the main reason for the decrease in consumption (Costa, 2012).

Another example comes from “O power”, a leading US provider of customer engagement and energy efficiency
cloud services to utilities (Allcott, 2011).

Hence, it would be best not to apply behavioral economics and behavioral insights as a separate policy area, but
as an integrating and cross-cutting design element in policy making process. For instance, policy makers could
work to include “green defaults” and require that applications be designed to enable and prompt sustainable
behavior. If they were offered as defaults, users who do not want these features can then change them, but
systems must be designed for sustainable behavior.

4. Discussion
4.1 How to Apply BI Tools to Policy Making Process

On the way to sustainability, there is an argent need to integrate and apply behavioural insights in policy making
process. According to (OECD, 2019), it requires gathering professionals and practitioners from behavioral
science area as a part of the team whose task is designing public policies and developmental programs. That
team must be qualified to apply behavior insights, behavioural economics, cognitive and social psychology,
experimental design and statistics in the policy making process. Applying Bl & BE tools to achieve sustainability
is an empirical effort and takes time to identify policy problems, develop strategies, design, set up and run
experiments, as well as implement on a larger scale and deliver advice on behavioural strategies for public
policy.

The case study of (The UK Behavioural Insights Team, 2014) proved and support our findings. UKBIT has
developed many valuable principles to practitioners to integrate into policy design and implementation to help
people stick to their plans (which in turn can help in directing behaviours toward more sustainable patterns of
life). To make desired changes in society’s members’ behaviours, the following principles must be clear to policy
makers:

e  Make the targeted behaviour easy: The world is complicated enough and when individual is enforced to
achieve multiple goals at once, even relatively small problems may become a motive for delaying acting.
“Make the best choice, the easy choice”, that is so called “Choice Architecture”.
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e  Default effect by cognitive avoidance: When individuals are automatically contributed to a join specific
policy or target, all obstacles mut be removed. To do that, practitioners must use defaults as a short way to
shift the individual’s’ behavior toward the targeted option.

e  Framing and Priming: As information can be offered in different various ways, the way that information is
presented can influence behavior dramatically which means that small variations in the messages and/or
choices afforded to individuals can extremely change their perceptions and -in turn-affect their daily
decisions. In addition, human behavior is influenced by unconscious cues that are experienced before a
decision or behavioral prompt.

e  Provide plans and feedback: In many cases, shifting daily human behavior toward desired practises needs
repeating in a continuous pattern to be a part of individuals’ habits or we can say “life culture” or “lifestyle”.
To maintain that, many methods could be used, such as highlighting specific information to increase the
probabilities of responding to it in a desired way, along with affording continuing feedback to persons about
their behavior to help them to evaluate and assess their own behavior and modify it if required. Moreover,
the transparency of providing regular feedback helpe people stick to a long-term goal and stay on track.

e Implementation intentions: A good method to achieve long-term goals is dividing each complicated goal
small executive goals to design an organized action plan which could be implemented easier (Gollwitzer &
Brandst&ter, 1997; Gollwitzer, 1999).

e Create commitments (social expectations): Social norms consists of values, expectations, and practises of
a society and offer guides to behavior either implicitly or explicitly. Hence, social norms are categorised
into two categories: descriptive norms depending of what others really do, and injunctive norms related to
what should be done regarding the available information about any phenomena.

e Manage “present bias”: Theoretically, the “present bias” denotes that individuals have more tendency to
provide higher weight to payoffs that are closer to the present time when considering trade-offs between
two future moments. In the context of integrating behavioral insights, specifically psychological factors,
and social norms in designing public policies, it is necessary to adopt the acceptable outcomes for
developing more policy intervention given the expected costs and benefits potentially resulting from the
intervention and then derive the number of participants needed to detect such an effect with an acceptable
probability (O’Donoghue & Rabin, 1999).

e  Simplify messages and processes to reduce cognitive requirements: Simple massages and process have
positive impacts of behavior through helping persons to work easier to control their actions and make more
accurate decisions as a result of cognitive load.

e  Design contextual cues to make the better choice automatic: Regarding that individuals usually react in an
automatic manner in responding to their environmental considerations, related contextual cues can
encourage specific behaviors and discourage others.

4.2 Empirical Evidences and Case Studies

Empirical evidence supports the efficiency of using the above-mentioned principles to change behaviors toward
more sustainable patterns of actions. Countries’ experiences proved that understanding human behavior and
integrating behavior economics principle into policy designing help in achieving public policies’ targets and
increase the efficiency and outcons of those policies. (Texas Department of Transportation, n.d.; Texas Times,
2016; Pichert & Katsikopoulos, 2008; and Orbell, Hodgkins, & Sheeran, 1997).
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4.3 How to Shift Behaviors Toward Sustainability

Darnton (2008) offered practical application on “Designing policy interventions with behavioral insights” and
develop one of the most popular models in UK, “The nine principles” model which suggests an iterative cyclical
process in policy development and application. According to that model, the process of moving from step to step
is iterative, meaning that insights from later steps might imply revision of the earlier assumptions and steps. The
circle represents the idea of “learning by doing” where the interventions are being continuously refined because
of ongoing monitoring and evaluation.

The framework of the “nine principles” model involves the following nine steps for policy makers to achieve
desirable changes in individuals’ behavior (Bonsall et al., 2009):

1) Recognizing the targeted community and the targeted behavior. If behavior is complicated, it should be
divided into simple and small behaviors or components.

2)  Identifying related behavioral models and selecting the most important factors affecting behavior.
3) Employing the main factors influencing behavior to develop the intervention policy.

4) Classifying effective intervention procedures that were effective in the former interventions in targeting
definite factors.

5) Involvement of the targeted persons for the intervention in well understanding of their behavior and the
main factors influencing that behavior from the target audience viewpoint.

6) Developing a model intervention and evaluate it against related policy contexts and evaluating methods.
7)  Modelling the intervention and displaying the outcomes.

8) Evaluating effects and procedures against the purposes of the intervention policy in relation to the factors
affecting behavior.

9) Concluding the main points explored to extend understanding of the intervention and the target behavior.

Future research must be continued to explore new mechanisms to achieve sustainability using Bl tools.
Moreover, the policy implications- discussed in this study and others- require further analyses to be applied on
various developed and developing countries, specifically in designing the long-term policies as the empirical and
applied studies in that area is very limited. Expanding and adaption of that valuable approach of shifting
behaviours towards sustainability is critical to improve the accuracy and effectiveness of local and
global sustainability targeting policies.

5. Conclusion

Most of the environmental crisis and unsustainable aspects in the world are caused by people. So, people are the
solution. Achieving sustainability requires changes in human behavior and actions in relationship to the
economic, social, and environmental SDGs. Individuals follow their own self-interest which lead to ineffective
results usually ignore external costs and benefits of their activities on others. Behavioral economics can help
policy makers to understand individuals® motivations toward specific behavior and the incentives that should be
used to change behavior to more desirable directions, and steps of designing policies to achieve desirable
outcomes. Traditional economic theories studied individual behavior regardless that social interactions influence
individual choices, but humans are social species and human behavior is more complex. So, changing or
modifying behavior is more than challenging. Policies that imply behavioral change need good understanding of
how people behave in different circumstances and contexts. Applications of behavioral science can be used to
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strengthen existing public policies and programmes and improving their outcomes. In terms of achieving
sustainability, behavioral insights and behavioral economics tools can help in improving the efficiency of
environmental, social, and economic legislation and policy-based incentives, as well as increasing the influence
of education and informational programmes to change the way individual choices affect the process of
sustainability. This study concluded that behavior economics’ tools are applicable to enhance sustainable
development dimensions (environmental- economic and social dimension). The empirical evidence showed and
proved the effectiveness of integrating behavioural insights and techniques in policy making designing and
implementation and its positive impacts on policies’ outcomes, specifically in the context of achieving
sustainable development goals with more concentrating on goals 1, 2, 6, 7, 12, and 13. Using deductive
qualitative approach, and a comparative analysis, the study discussed many important mechanisms to help
practitioners and policy makers in employing behavioural insights to shift the general behavior in the society
toward sustainability.
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