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BUT WHAT DOES “WISELY” MEAN? CENTRAL EUROPE E£%
| TOGETHER J
Rationality as Bounded Behavioural
Optimisation Rationality Perspective
Decision making is Satisficing behaviour Human decisions
about finding an = humans take and actions are
optimal choice heuristic approaches influenced by
given personal and reasoning psychological,
preferences, shortcuts that may social, cognitive,
available lead to suboptimal, and emotional
resources and yet practically factors, which vary
stock of feasible, decisions according to the
information. and actions. environment.
Kahneman and
Jevons (1866) Simon (1957) Tversky (1979)
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https://energycultures.org

Material
culture

@ Stephenson et al. (2010)
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People develop a distinctive
‘energy culture’ from the
interactions between their norms
(what they think is normal or
appropriate), their material
culture (their technologies and
infrastructure), and their energy
practices (what they do that uses
or consumes energy). This gives
rise to a specific energy
behaviour.

Those factors can be self-
reinforcing, and are also
influenced by exterior forces like
regulations, energy prices and

Ce other incentives, including social
> rewards and imitation effects.
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WELL, UNFORTUNATELY...
P rocerien

The bright side The dark side

People are influenced by Direction and intensity Experiment in controlled
contextual factors cannot be easily predicted conditions

Change in energy It usually is not consistent Implement reinforcing
behaviour is achievable  across time factors

Energy consumption can Evidence lacks of how Measure what you are
be reduced much and for how long doing/achieving

People can be motivated A plethora of incentives Try to disentangle the
to act for change may work more or less respective influences
The communitarian Opportunistic effects can  Foresee individual, not
dimension matters be ignited only collective, benefits
Changing people’s This is not yet behavioural Be patient, take your
attitude is key change! time...
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Less is better than more
™ AcRONYM

Rational choice theory

More options == More satisfaction
More variety ’

Empirical evidence

More options === More regrets

The Jam experiment

6 varieties of jam 24 varieties of jam
40% people tried 60% people tried
30% people bought 3% people bought

Most of them stated they were happy of Only a minority stated they were satisfied with
their purchases their choices
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Irrelevant options matter
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M SUBSCRIPTIONS M SUBSCRIPTIONS

OPINON \wetcome to OPINON| welcome to
WORLD| The Economist Subscription Centre WORLD| The Economist Subscription Centre
BUSINESS | . o BUSINESS | .
SieE 3 Economcs] Pick the type of subscription you want to buy | s Econowics Pick the type of subscription you want to buy
or renew. Or renew.
SCIENCE & TECHNOLOGY SCIENCE & TECHNOLOGY
PEOPLE | O Economist.com subscription - US $59.00 PEOPLE| O Economist.com subscription - US $59.00
BOOKS & ARTS | One-year subscription to Economist.com. BOOKS & ARTS | One-year subscription to Economist.com.
WARKETs spata|  Includes online access to all articles from WARKETS & DA |  Includes online access to all articles from
e The Economist since 1997, SERSIONS The Economist since 1997,
O Print & web subscription - US $125.00 J Print subscription - US $125.00
One-year subscription to the print edition One-year subscription to the print edition
of The Economist and online access to all of The Economist.
articles from The Economist since 1997,
U Print & web subscription - US $125.00
One-year subscription to the print edition
of The Economist and online access to all
articles from The Economist since 1997.
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M SUBSCRIPTIONS M SUBSCRIPTIONS

OPINON] \welcome to OPINON| welcome to
WORLD| The Economist Subscription Centre WORLD| The Economist Subscription Centre
BUSINESS | o BUSINESS Bick thit e b
TR Pick the type of subscription you want to buy | —rrerrrearer Pick the type of subscription you want to buy
or renew. or renew.
SCIENCE & TECHNOLOGY SCIENCE & TECHNOLOGY
PEOPLE | O Economist.com subscription - US $59.00 PEOPLE| O Economist.com subscription - US $59.00
BOOKS & ARTS | One-year subscription to Economist.com. BOOKS & ARTS | One-year subscription to Economist.com.
WARKETS 8 0ATA | Includes online access to all articles from MARKETS & DATA !rl;)cludes online access to all articles from
SVERSIONS The Economist since 1997, 68 % STVERSIONS e Economist since 1997, 16%
O Print & web subscription - US $125.00 O Print subscription - US $125.00
One-year subscription to the print edition One-year subscription to the print edition
of The Economist and online access to all of The Economist. ocy
articles from The Economist since 1997, °
U Print & web subscription - US $125.00
32% One-year subscription to the print edition
of The Economist and online access to all
articles from The Economist since 1997.
84%
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Loss aversion vs. gain desire  ‘raied =
' P icronvm

Choose

A) A sure gain of
$240

B) 25% chance to
gain $1000, and
75% chance to
gain nothing

Choose

A) A sure loss of
S750

B) 75% chance to
lose $1000, and
25% chance to

lose nothing

Tversky, A. & Kahneman, D., 1981, The framing of decisions and the psychology of choice. Science, 211, 453-458
\ a N




Loss aversion vs. gain desire “ed =t
' P icronvm

Choose ~ Weareless
A) Asure gainof 294005 likely to
$240 e

B) 25% chance to bt
gain $1000,and < 2oy~ anextra
75% chance to C N\ =A%) gdain
gain nothing

Choose

A) A sure loss of 13% We are
$750 - more likely

B) I75% ggggge tod to risk to
ose , an :
25% chance to 87% avoid a
lose nothing loss
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The Endowment effect
P acronvm |

* People value a
thing more
once it
becomes
theirs

* Ownership
increases
utility

*Term

. originated by

Richard Thaler
(U. of Chicago)

Thaler, R. (University of Chicago), 1980, Toward a positive theory of consumer choice. Journal of
Economic Behavior and Organization, March, 39-60.
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Th e H aWt h O rn e effect CENTRAL EUROPE
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@ https://baltimoremanagement.wordpress.com/2011/07/10/the-hawthorne-effect/
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‘Nudges’ matter
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Imitation matters
" 7oceTHeR

)
(%) Late diffusion
Cumulative frequency
distribution
80 }—
60 —
16% diffusion
line
40 —
Diffusion starts o e
take off Frequency distribution
o0
Initial
diffusion
0 .
Innovators Early Early Late Laggards time

(2.5%) Adopters Majarity Majority (16%)
(13.5%) (34%) (34%)
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Gamification matters
I ToceTher

Figure 1. The elements and tools of gamification

Narrative guides
and challenges that
change as the

user progresses

Rapid indications
of success, both
virtual and real

Support and

competition

structures that
enable epic wins

Aesthetic design and
platform considerations
that enhance fun

and ease

http://insights.wired.com/profiles/blogs/enterprise-gamification-management |
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http://www.resmagazine.it/tag/smart-metering
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—@ TAKING COOPERATION FORWARD F 17




. . . . nieirey =
Private vices, public virtues Rt

%) EURONET
— 50/)?0
a

1HILCTITTY Ex
CENTRAL EUROPE &

m

BUILDING ALLIANCE

—@ TAKING COOPERATION FORWARD 18




IerIre S
CONCLUSIONS (lZIENTRAL EUROE
J* TOGETHER J

People DO NOT make rational choices based on the weighing up
of costs and benefits.

PRIVATE benefits are usually weighed more than PUBLIC ones.
Most people prefer avoiding losses than acquiring gains.

Loss aversion contributes to a preference for stability
(reluctance to change).

Incentives, penalties and regulations may be effective, but not
in all cases and their impacts must be selectively evaluated.

Timely feedback reinforces commitment over time.

Changing attitudes does not automatically lead to behavioural
change.

The communitarian/social dimension is pretty important.

All in all, context matters.
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