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Presenter
Presentation Notes
We have a lot of information but we do not always use it well.This of this as a way to organize and systematize the way we go about thinking about problems, designing policies and programs.This sessionProvide practical instruments for will combine some lessons, examples, and exercisesParticipation is encouragedThese insights are applicable to all contexts and problems. Context is important, but the method that we will be presenting holds across contexts.
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Task

Presenter
Presentation Notes
Write down a problem you are facing – let the participants write down a policy challenge they are facing or see it as priority. Have a few of them read theirs.Also Buenos Aires example
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1 x 2 x 3 x 4 x 5 x 6 x 7 x 8 = ?

Presenter
Presentation Notes
Economics is based on a misleading idea of human beings.  We are rational  and  asocial creatures. I’d like to present an example to illustrate the important idea that much of the time we think automatically. The left hand side of the room only,  pls look at this problem.  Guess the answer in a few secondsThe right side of the room, look at this problem.  Guess the answer in a few seconds.
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8 x 7 x 6 x 5 x 4 x 3 x 2 x 1 = ?

Presenter
Presentation Notes
These questions were asked in an experiment that set a short time limit on the answers.  Here were the results.
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Median answer is 512

Median answer is 2,250

The correct answer is 40,320  
Source: Montier 2007

1 x 2 x 3 x 4 x 5 x 6 x 7 x 8 = ?

8 x 7 x 6 x 5 x 4 x 3 x 2 x 1 = ?



D. Purves

Presenter
Presentation Notes
Context shapes our attitudes and viewsSometimes we can trust our intuitionsAnd sometimes we cannotThe problem is that there is no way to know just by looking at the situation in which case you are in
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The Behavioral Approach

Problem: Low use of fertilizer

Behavioral
Diagnostics

Presenter
Presentation Notes
What is the assumption behind this policy?
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The Behavioral Approach

Low use of fertilizer

- Low supply
- High cost
- No information Behavioral

Diagnostics

-> make it accessible
-> subsidies
-> info campaign

Presenter
Presentation Notes
To answer those question, let me give you an example. Many farmers in Sub-Saharan Africa use little or no fertilizer on their fields. Then why is fertilizer use in Africa so low?Traditional approach: rational decisions, with some principles or “assumptions” guiding what should be the “right” or rational behaviorPredictions or responses from the traditional approach will go along these lines: Lack to access or low supply of fertilizer, making it not easily availableCost or price of fertilizer is too high so farmers cannot afford itLow-income people don’t know about the benefits of using fertilizer, so they lack the information on the importance of using it But unless we diagnose these, they are just presumptions. When someone fails to do something we assume they were incapable or unwilling of doing it. So we try to understand why they cannot (fertilizer is not available) or do not want to (they do not understand the returns).So, for example, in this case evidence has shown that fertilizer is available, affordable, effective, and appreciated between farmers. But still not used.Is not that these explanations are wrong but that we may omitting other plausible ones.In the end, a policy maker with these diagnose would act over these explanations and try to subsidize to fertilizer or increase accessibility, for example. 
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The Behavioral Approach

Behind every policy is an assumption 
about why people behave the way 

they do

Behavioral
Diagnostics

Presenter
Presentation Notes
Human behavior is influenced by many factors:conscious and unconscious biases we are all prone to experienceour context influences uIt shouldn’t be surprising that the way in which we approach to problems, and policy problems in particular, is also affected by all these factors.In the end we all make assumptions about how other behave. And these assumptions in turn determine how we approach problems related to others behavior.People do not always behave the way we “expect”, and people are not always rational. Wrong assumptions lead to ineffective policiesBy providing a better understanding of human behavior and its psychological and contextual determinants, the Behavioral Approach sets the ground for a better design of policy interventions and better use of resourcesBut what exactly is the behavioral approach? How is it different from the traditional approach we have worked with for a long time?
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The Behavioral Approach
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Irrelevant things matter for economic behavior

Price

$ 2 + sales tax (8.75%)

Price

$ 2.175

Presenter
Presentation Notes
Posting price including or excluding taxes should not matter from an economist point of view. However, evidence shows that posting tax-inclusive prices reduced demand by roughly 8 percent (Chetty, Looney, Kroft (2009))Score in test 72 out of 100 vs 96 out of 137 (70%) should not make a different but it did in Thaler’s class.
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The Behavioral Approach

Behavioral
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Intention to action gap

Presenter
Presentation Notes
An employee intends to get to work on time, but rarely does. A friend says he'll pick you up to take you to the airport the next morning, but fails to show up. You tell yourself that you'll begin exercising tomorrow morning, but tomorrow comes and goes without exercise. What do you think of each of these brief scenarios? What makes them similar yet different?We are rational and responsible in terms of our intentions and commitments made to others, but not to ourselves. The same lack of action often happens with other intentions to self, including: saving for retirement, flossing our teeth, watching less TV, eating less salt, watching our caloric intakeBE: Limited Self-controlStatus quo biasChoice overloadHassle factorIn discussing these psychologies, it is helpful to think of them as falling into two categories: intention influencers and barriers to action. Intention influencers affect what we intend to do or what our goals are. One example of this is loss aversion, the tendency to strongly prefer avoiding losses to acquiring gains. For example, people often prefer avoiding a $5 surcharge over receiving a $5 discount. Barriers to action mainly affect what we actually do to achieve the goals and intentions we already have. For example, we may plan to save more money, but fail to follow through with this goal because of limited self-control.
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The Behavioral Approach
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Streetlight effect

Presenter
Presentation Notes
Streetlight effect:  is a type of observational bias where people only look for whatever they are searching by looking where it is easiest.
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From the WDR2015

People think intuitively

People think socially

People think with mental models

Presenter
Presentation Notes
Thinking intuitively:- Cognitive resources are scarce- People often rely on automatic thinking- They use a variety of mental shortcuts and rules of thumb- Actions often do not match intentionsThinking socially:- Behavior is influenced by social expectations, social recognition, patterns of cooperation, social norms.- Societies can settle into self-reinforcing collective patterns of behavior, sometimes negative (racial or ethnic segregationThinking with mental models:- The options people see and consider feasible are influenced by their mental models - Culture and experience shape them
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How do you make decisions?

Your brain

• Information
• Prices
• Laws

The other part of your brain

• Psychological processes – heuristics
• Attitudes and world view
• Social - what others do or expect

We use and need both - so should policy!!

Presenter
Presentation Notes
Not accounting for right column can have huge implications about our decisions and policy impactPsychological processes	– heuristics and shortcuts (procrastinate, automatic – go for easy, confirmation bias, loss aversion)	– Attitudes: our experiences and the context create our world view (self efficacy, aspirations, mindsets, grit, self control)Procrastination, Grit, Self-controlWhat others do – social beings
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Power of defaults (Johnson & Goldstein 2003)

Organ donation and defaults

Presenter
Presentation Notes
The power of defaultsThis slide shows the effect on the consent percentage for organ donation of opt-in vs. opt-out  rules.   If individuals rationally compared costs and benefits, it shouldn’t matter whether you use an opt-in or opt-out system as long as the costs of registering as a donor or a nondonor are low.  But in fact tiny disparities in such rules make a big difference  (Johnson and Goldstein 2003, 2004). Cognitive resources are scarce. We use mental shortcuts, may postpone decision that require efforts. Look at the change in pension plans that the Bank recently enacted. The default has changed. It would be interesting to see how many are not contributing 11%.The UK “Nudge department” has exploited changes in defaults.  So has the US government.  President Obama has formed a “nudge unit” in the White House.  The key aspect of this work is to discover HOW exactly costs and benefits are perceived, and then to devise a policy that is in line with individual intentions or broad social purposes—e.g. higher tax compliance, better financial management, etc.
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Source: BIT - UK

UK: social norms and tax revenues
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The Behavioral Approach

Low use of fertilizer

- Procrastination
- Low self-control

Behavioral
Diagnostics

Presenter
Presentation Notes
Behavioral Economics makes us ask different questions and its approach brings psychological, social, and contextual explanations of behavior to the analysisFor example, how many of you snoozed the alarm clock this morning? We human tend to procrastinate and even if we had the intention of waking up early, is hard for us to follow with actions.For farmers is not different. Maybe they cannot follow through their intention to purchase fertilizer and leave the decision for tomorrow, falling in what we call the intention to action gapBut also, maybe farmers have a hard time saving, just like anyone else. The time between harvest and planting is a time when fertilizer can be overlooked. They may have the resources to get the fertilizer once the harvest arrives, but the money is spent on other things and they find themselves caught short later when planting comes. They show what we call low self-control, in this case, for saving.
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The Behavioral Approach

Low use of 
fertilizer

- Procrastination
- Low self-control

 Home delivery
 Commitment

Behavioral
Diagnostics

Presenter
Presentation Notes
For our Fertilizer example, A solution to the procrastination problem showed that by delivering the fertilizer home use increased in 70%. Farmers simply saw the cost of traveling to get the fertilize too high, and I’m not referring to the monetary cost.For the self-control issue, offering the option of keeping money aside to use only when planting season came, led to higher purchase, use, and crop sales. Farmers committed to themselves and saw their intentions translated into actions.



Behavioral
Diagnostics

Define Problems
Diagnose Bottlenecks
Design Solutions
Implement & Evaluate
Adapt
Learn

The Behavioral Approach

Adapted from WDR (2015)

Presenter
Presentation Notes
This figure summarizes the process followed by the so-called behavioral approach.It is a process widely adopted by different institutions and agencies that have incorporated this approach into their programs.The process begins with the definition of the problem: we first identify the problem, the stakeholders, their relevant behaviors, and the contextThen we proceed diagnose the problem and the bottlenecks that prevent the stakeholders from doing the desired behaviorAt this stage  hypothesize about which psychological concepts explain the barriers. [Solution matched to barrier]Then we proceed to design what we call interventions, which are solutions (programs or policies) that address the problemWe implement our interventions but also evaluate it, usually by doing a Randomized Control Trial or ExperimentAnd we then adapt our initial assumptions to our results only to redefine, rediagnose, redesign once again, until we have come with a successful interventionLet me highlight 3 important features to this process:Policy makers usually jump from a weak definition to a full intervention, and then spend resources redefining and redesigning (remaking) fully scaled and costly programs. Under the behavioral approach, the resources (not nec financial also in terms of time) devoted to definition and diagnosis, as well as to design, are greater. The main objective here is to get the right assumptions to generate the right policy. This means spending less resources in firefighting and more in making the policy fireproof.Second, its iterative nature. The implementation period in particular tests several interventions, each based on different assumptions about choice and behavior. One of the interventions is adapted and fed into a new round of definition, diagnosis, design, implementation, and testing. Lastly, this iterative process is a Learning process in itself. Brings information, knowledge, experience, and most important, lessons.In the end, the Behavioral Approach is formalizing and schematizing practitioners’ knowledge and practices.
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The Behavioral Approach

Diagnose. Do not suppose

Behavioral
Diagnostics

Presenter
Presentation Notes
The Behavioral Approach gives us a different way of looking at things,  of finding evidence for policy makingTakes into account that the world of Development and Policy Making is highly contextual and depends on many actors, their relations, constraints that affect their decisions and their behaviorsBetter understanding the behavior leads to better-designed solutions. Therefore the need to make better and systematic Diagnoses instead of weakly supported Assumptions.To achieve this, the Behavioral approachFocuses on a wider set of behavior determinants: context and psychology. Remember that psychological barriers are more common than their specific manifestationIdentifies potential bottlenecks in existing systems and mechanisms of service delivery Gives emphasis to design details. Remember: devil is in the detailsBy nature, defining, identifying, and diagnosing is an iterative and adaptive processProvides innovative, complementary and usually inexpensive solutions for policy improvement
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Focus group results:

• People rarely knew how much water they were consuming and 
lacked a benchmark to compare against their own consumption

• Few could list concrete steps they could take to conserve water

• While people appreciated the need for conservation in the 
aggregate, they did not believe that they, personally, needed to 
reduce consumption  

Why people in Belen consume more water 
than the rest of the country?

21



Behavioral
Diagnostics

22



Behavioral
Diagnostics

23



Behavioral
Diagnostics

24



Behavioral
Diagnostics

-1.5

-1

-0.5

0
Control Group

Social Norms
(Neighborhood)

Social Norms
(Municipality)

Planning
Prompts

Change in Average Water Consumption, m3

25



Behavioral
Diagnostics

BEHAVIORAL INSIGHTS UNITS AROUND THE WORLD



Source: Behavioral Initiatives
Notes: 37 projects in 40 countries.
Disclaimer: Country borders or names do not necessarily reflect the World Bank 
Group's official position. This map is for illustrative purposes and does not imply the 
expression of any opinion on the part of the World Bank, concerning the legal status 
of any country or territory or concerning the delimitation of frontiers or boundaries. 

Behavioral Initiatives for Poverty Reduction and Equity
Where we work as of June 2016
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Behavioral Initiatives
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Define ProblemDefine Problems
Diagnose Bottlenecks
Design Solutions
Implement & Evaluate
Adapt
Learn
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Define Problems

Diagnose. 
Do not 

suppose

Presenter
Presentation Notes
Problems are frequently multi-faceted meaning there may be multiple causes for a single issue……and these causes may be intertwined with each other.Problems can both behavioral and non-behavioralOur challenge is to define the problem or issue in terms of a specific behavior we want to change in order to achieve an outcomeIt is a challenge because we often formulate problems in a way that subsumes our assumptions. In other words we are use to fill our statements with assumptionsRemember a few slides ago? Diagnose. Do not suppose
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Define Problems

Stakeholders
Behaviors
Context

Not an outcome or solution

Presenter
Presentation Notes
The first step to defining is to avoid making assumptions.But then, defining the problem does not only mean defining the policy challenge or the desired outcome.Is more specific than that.It has to have:A clear stakeholder or an identifiable actor whose behavior we want to changeA well-defined behavior (or few key behaviors) to change in order to meet our desired outcomeMaking the setting and any assumption explicit also helps to bring hints on the bottlenecks that are preventing the behaviorThink of all of the WH words and the How and try to answer them
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Define Problems – Change the scope

Zoom out
• What is the broader context in which the problem is 

occurring? 

Zoom in
• What are the components of this problem? 
• Of these, what is the highest priority and achievable?

Presenter
Presentation Notes
To check if the problem is to narrowly defined: Is this part of another problem? Would fixing this problem just be one of many other fixes necessary to solve that other problem?For the water example, do not focus on the water, look at the whole process that take s the water to the families.
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Define Problems – Change representation

• Can you look at the issue 
from the perspective of 
the users? 

• Can you put yourself in 
their position? 

Presenter
Presentation Notes
Is just a matter of stepping in someone else's shoesThe idea is to approach the problem from someone else’s perspective and to assess it.In particular, try to think of the end user’s perspective (the target population)But also think of other stakeholders, especially those who interact or who influence decisions of the users: government officials or local authorities, for example.
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Define Problems – Change perspective

• Instead of asking “Why is 
something happening?”

• Ask “How could that 
something happen?”

Presenter
Presentation Notes
This is perhaps the hardest strategy to follow. Both because we have seen our statements are full of biases and also because presumptions are there to fill up information gaps we do not perceive before hand.However, you have already learnt several de-biasing tactics to apply in your problem statements.For now, here is a simple one that could be helpful.By asking How we open up the range of possible solutions to try outWe can go back to our Farmer’s example. Instead of asking why was fertilizer not available, we could ask instead how could it be available for them.In the case of water, behavioral economics could help us in highlighting how there can be an intention to action gap: Families would like to drink sage water but don’t get to do clean it. 



Behavioral
Diagnostics

High unemployment among women         

Labor supply
Unemployed and 
inactive women…

Labor demand
Employers…

… do not look for a job

… do not apply for a paid job

… do not accept paid work or dropout

… do not hire women

Define Problems – In terms of behavior
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Task

Presenter
Presentation Notes
Look at how you had defined your problem at the beginning. Can you now  define it in terms of behavior of relevant stakeholders



Diagnose Bottlenecks

Behavioral Initiatives

Presenter
Presentation Notes
How to organize our thoughts and information to create evidence of bottlenecks.
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Diagnose Behavioral Process Map

•Steps - Decisions and Actions
•Outcome
•User’s perspective and Details
•Bottlenecks
•Possible solutions

Presenter
Presentation Notes
The behavioral approach needs an analytical tool, a systematic way to identify the causes to our problemIncluding stakeholders, their relations, the contextGoal: identify the barriers stakeholders face by analyzing and mapping the process they have to go through to reach the desired outcome or behaviorThe behavioral approach makes use of the Behavioral Process MapIt maps the decision-making process of the stakeholderHere is how it worksidentifies the necessary steps of the decision-making process …to attain a desired outcome or behavior…from an End user’s perspective and keeping an eye on details…with the only goal of diagnosing possible barriers or bottlenecks that prevent from achieving the outcome.And when we finally identify the bottlenecks what we finally have is a set of a possible interventions to improve the process and facilitate the outcome.As you can see, the Behavioral Mapping ends up being an approach more reliable and inexpensive than for example, guessing and eliminating candidate bottlenecks by testing (or using a series of experiments)
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Diagnose Behavioral Process Map

Outcome
Action

Problem
Behavior

Decision
1

2

3
Decision

4
Action

5

Presenter
Presentation Notes
So. How do we do this? First, let’s go back to our problem definition. We will reframe the behavior we previously identified as the final outcome we want to achieve. We will represent actions with squares. After that, we will define our first step in the process, which is usually a decision. We will represent decisions with circles.We will assume that the result of any step in the process is positive and that it will take us to next one: either an action or a decisionFinally, we will keep adding more steps always from the user perspective until we reach our desired outcome in this flowchartDetails are important so try to be as specific as possibleA couple of commentsA realistic map would not assume that the result of every step is successful. And we are not doing it here either. When a step is not successful is because there is a something preventing from moving forward and that is exactly what we are looking for: bottlenecks. But more on this laterSecond, for simplicity’s sake we can make assumptions in our process map. However, it is critical to make them explicit as an omitted assumption could weaken the validity of our map.Finally, there are many ways of mapping a decisions-making process other than a flow chart. For example, a decision tree depicts all of the possible outcomes as a result of making a decision. You are free of using the tool you prefer, as long as you are able to identify the same elements from the Behavioral Process Map



Behavioral
Diagnostics

Diagnose – Behavioral Process Map

Outcome

Bottleneck Bottleneck
Bottleneck



Process map

Social stigma 
associated with jobs

Get hired 
but soon quit
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Presenter
Presentation Notes
Take one of the behavior you would like to address. Can you create a process map?



Behavioral
Diagnostics

•Define your problem

•Diagnose its sources/causes

•Mindset: “I don’t know” but I know how to 
know

Three take away messages

Presenter
Presentation Notes
Big change. Refocus on Diagnosis. Link to evidence-based debate. Diagnosis is harder and more important. Example; intervention in DR and then MexicoThere exist unobservable constraints that affect behavior and Decision MakingDiagnostics important because of heterogeneity of behavior.A police officer sees a drunken man intently searching the ground near a lamppost and asks him the goal of his quest. The inebriate replies that he is looking for his car keys, and the officer helps for a few minutes without success then he asks whether the man is certain that he dropped the keys near the lamppost.“No,” is the reply, “I lost the keys somewhere across the street.” “Why look here?” asks the surprised and irritated officer. “The light is much better here,” the intoxicated man responds with aplomb.Some scientific research is shaped by the need to perform replicable measurements. But these measurements do not always accurately reflect the phenomenon that is being investigated. The term “streetlight effect” is sometimes used to name this form of observational bias. Can you determine who crafted this clever story?
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