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The Behavioral Economics for Social Security:
Should it be Corrective or Inductive?

TAKEUCHI Kan*

Abstract

Humans often exhibit irrational behavior and fail to make optimal decisions in the related fields to
social security. Behavioral economics, which has been analyzing those irrational behavior, can be applied to
social security policy. In this paper, after briefly overviewing the well-known “nudge” policies, I present a
framework for positioning the behavior economics in social security policy. That is to clarify which parameters
in the decision-making model to aim and influence by the policy. To this end, I classify behavioral economic
policies into the following three types. These are: informational interventions to correct biases that distort
objective facts and information; supportive interventions to correct short-sighted behavior caused by
inconsistent preferences; and inductive interventions that take advantage of the inconsistent preferences and
lead to “desirable” behavior. I discuss the function of each type, using the example of unemployment
insurance benefit policies.
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