SG Sosyal Glvenlik Dergisi
Journal of Social Security

P-ISSN: 2146-4839
E-ISSN: 2148-483X

The Use of Libertarian Paternalism in Pension Policies and
Automatic Enrolment in Private Pension Programmes

Emekl.t:lik Politikalarinda Libertarian Paternalizmin Kullanilmasi
ve Ozel Emeklilik Programlarinda Otomatik Katilim Sistemi

Ash GULEC TASDEMIR

Kocaeli Universitesi, iktisadi ve Idayi Bilimler Fakiiltesi,
Calisma Ekonomisi ve Endstri Iliskileri Boliimii

Aralik 2020, Cilt 10, Say1 2, Sayfa 289-300
December 2020, Volume 10, Issue 2, Page 289-300

P-ISSN: 2146-4839
E-ISSN: 2148-483X

2020-2

e-posta: sgd@sgk.gov.tr

Yazilar yaymlanmak iizere kabul edildigi takdirde, SGD elektronik ortamda tam metin olarak
yayimlamak da dahil olmak tizere, tiim yaymn haklarina sahip olacaktir. Yayinlanan yazilardaki
gorislerin sorumlulugu yazarina aittir. Yazi ve tablolardan kaynak gosterilerek
alint1 yapilabilir.

If the manuscripts are accepted to be published, the SGD has the possession of right
of publicationand the copyright of the manuscripts, included publishing the whole text in the
digital area. Articles published in the journal represent solely the views of the authors.
Some parts of the articles and the tables can be citeded by showing the source.



Cilt: 10 - Say1: 2 - Y1l: 2020
Volume: 10 - Issue: 2 - Year: 2020

Sosyal Guvenlik Dergis| P_ISSN: 2146-4839
Journal of Social Security E-ISSN: 2148-483X

Sahibi / Owner of the Journal
Sosyal Giivenlik Kurumu Adina / On behalf of the Social Security Institution
fsmail YILMAZ
(Kurum Bagkani / President of the Institution)

Sorumlu Yaz isleri Miidiirii / Responsible Publication Manager
Ugur KORKMAZ

Yayin Kurulu / Editorial Board
Cevdet CEYLAN
Omer KUCUKEVCILIOGLU
Aydin GEDIKLI
Okan AYDIN
Fetullah EVLIYAOGLU

Editorler / Editors
Dog. Dr. Erdem CAM
Selda DEMIR

Redaksiyon / Redaction
Nihan ERTURK

Yayin Tiirii: Uluslararas: Siireli Yaymn / Type of Publication: International Periodical
Yaymn Arahg: 6 aylik / Frequency of Publication: Twice a Year
Dili: Tiirkce ve Ingilizce / Language: Turkish and English
Basim Tarihi / Press Date: 20.12.2020

Sosyal Guvenlik Dergisi (SGD),

TUBITAK ULAKBIM - TR

EBSCO HOST - US

ECONBIZ - GE

INDEX COPERNICUS INTERNATIONAL - PL
SCIENTIFIC INDEXING SERVICES - US
JOURNAL FACTOR

ASOS INDEX - TR

SOBIAD - TR

tarafindan indekslenmektedir.

D A ECONBIZ mpex (i coPERNICUS “";....m_..._ J| SOS DergiPark

ULAKBIM MEEXZ 1) rindbonomic therarure. 5 v p % 4 T 1 8 % & 1

©Tiim haklar1 saklhidir. Sosyal Giivenlik Dergisi’nde yer alan bilimsel ¢alismalarm bir kismi ya da tamam telif haklari
sakll kalmak tizere egitim, arastirma ve bilimsel amaglarla gogaltilabilir. Dergide yayimlanan makalelerdeki fikir ve
goriisler Sosyal Giivenlik Kurumunun kurumsal goriisiinii yansitmaz, tiim goriisler yazarlarina aittir.

Tasarim / Design: PERSPEKTIF Matbaacilik Tasarim Tic.Ltd.Sti. (0 312) 384 20 55 - Ankara
Basim Yeri / Printed in: PERSPEKTIF Matbaacilik Tasarim Tic.Ltd.Sti. (0 312) 384 20 55 - Ankara

iletisim Bilgileri / Contact Information
Sosyal Giivenlik Kurumu Bagkanligt
Ziyabey Caddesi No: 6 Balgat / Ankara / TURKIYE
Tel / Phone: +90 312 207 88 91 - 207 87 70 - Faks / Fax: +90 312 207 78 19
Erisim/Webpage: http://www.sgk.gov.tr/wps/portal/sgk/sgd/tr - e-posta / e-mail: sgd@sgk.gov.tr



ULUSLARARASI DANISMA KURULU / INTERNATIONAL ADVISORY BOARD

Professor Yener ALTUNBAS
Bangor University - UK

Professor Paul Leonard GALLINA
Bishop’s University - CA

Professor Jacqueline S.ISMAEL
University of Calgary - CA

Professor Ozay MEHMET
University of Carleton - CA

Professor Allan MOSCOVITCH
University of Carleton - CA

Professor Mark THOMPSON
University of British Columbia - CA

Asst. Prof. Sara HSU
State University of New York- USA

Asst. Prof. C. Rada Von ARNIM
University of Utah - USA

ULUSAL DANISMA KURULU / NATIONAL ADVISORY BOARD

Prof. Dr. Ahmet Cevat ACAR
Istanbul Universitesi
Isletme Fakiltesi

Prof. Dr. Ismail AGIRBAS
Ankara Universitesi
Saglik Bilimleri Fakdltesi

Prof. Dr. Levent AKIN
Ankara Universitesi
Hukuk Fakiiltesi

Prof. Dr. Yusuf ALPER
Bursa Uludag Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Prof. Dr. Faruk ANDAC
Cag Universitesi
Hukuk Fakultesi

Prof. Dr. Kadir ARICI
Ankara Hac1 Bayram Veli Universitesi
Hukuk Fakiltesi

Prof. Dr. Onur Ender ASLAN
Ankara Sosyal Bilimler Universitesi
Siyasal Bilgiler Fakiltesi

Prof. Dr. Zakir AVSAR
Ankara Hact Bayram Veli Universitesi
[letisim Fakiiltesi

Prof. Dr. Ufuk AYDIN
Istanbul Aydin Universitesi
Hukuk Fakultesi

Prof. Dr. Abdurrahman AYHAN
Kibris Tlim Universitesi
Hukuk Fakiiltesi

Prof. Dr. Serpil AYTAC
Bursa Uludag Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Mehmet BARCA
Ankara Sosyal Bilimler Universitesi
Siyasal Bilgiler Fakiltesi

Prof. Dr, Siileyman BASTERZI
Ankara Universitesi
Hukuk Fakiiltesi

Prof. Dr. Nursen CANIKLIOGLU
Marmara Universitesi
Hukuk Fakiiltesi

Prof. Dr. Fevzi DEMIR
Yagsar Universitesi
Hukuk Fakdltesi

Prof. Dr. A. Murat DEMIRCIOGLU
Yildiz Teknik Umversnes1
Emekli Ogretim Uyesi

Prof. Dr. Omer EKMEKCI
Istanbul Universitesi
Hukuk Fakiiltesi

Prof. Dr. E. Murat ENGIN
Galatasaray Universitesi
Hukuk Fakultesi

Prof. Dr. Hediye ERGIN
Marmara Universitesi
iktisat Fakiiltesi

Prof. Dr. Siikran ERTURK
Dokuz Eylil Universitesi
Hukuk Fakdiltesi

Prof. Dr. Afsun Ezel ESATOGLU
Ankara Universitesi
Saglik Bilimleri Fakiiltesi

Prof. Dr. Ali GUZEL
Kadir Has Universitesi
Hukuk Fakiiltesi

Prof. Dr. Alpay HEKIMLER
Tekirdag Namik Kemal Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Oguz KARADENIZ
Pamukkale Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Prof. Dr. Askin KESER
Bursa Uludag Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Cem KILIC
TOBB Ekonomi ve Teknoloji Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Prof. Dr. Ali Riza OKUR
Istanbul Sabahattin Zaim Universitesi
Hukuk Fakdiltesi

Prof. Dr. Serdar SAYAN
TOBB Ekonomi ve Teknoloji Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Prof. Dr. Ali Nazim SOZER
Yagar Universitesi
Hukuk Fakdiltesi

Prof. Dr. Sarper SUZEK
Atihim Universitesi
Hukuk Fakdltesi

Prof. Dr. Miijdat SAKAR
Marmara Universitesi
Iktisat Fakiiltesi

Prof. Dr. Savas TASKENT
Istanbul Teknik Universitesi
Isletme Fakiiltesi

Prof. Dr. Ferda YERDELEN TATOGLU
Istanbul Universitesi
Iktisat Fakiiltesi

Prof. Dr. Sabri TEKIR
Izmir Demokrasi Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Mehmet TOP
Hacettepe Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Turker TOPALHAN
Ankara Hac1 Bayram Veli Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Aziz Can TUNCAY
Bahgesehir Universitesi
Hukuk Fakltesi

Prof. Dr. M. Fatih USAN
Ankara Yildirrm Beyazit Universitesi
Hukuk Fakiltesi

Prof. Dr. Giilbiye YENIMAHALLELI
Ankara Universitesi
Saglik Bilimleri Fakiiltesi

Dog. Dr. Gaye BAYCIK
Ankara Universitesi
Hukuk Fakiiltesi

Dog. Dr. Emel ISLAMOGLU
Sakarya Universitesi
Siyasal Bilgiler Fakiltesi

Dog. Dr. Saim OCAK
Marmara Universitesi
Hukuk Fakiiltesi

Dog. Dr. Erciiment OZKARACA
Marmara Universitesi
Hukuk Fakiiltesi

Dog. Dr. Sinem YILDIRIMALP
Sakarya Universitesi
Siyasal Bilgiler Fakiiltesi



19. SAYIDA HAKEMLIK YAPAN AKADEMISYENLERIN LiSTESI
REFEREE LIST FOR THIS ISSUE

Prof. Dr. Levent AKIN
Ankara Universitesi
Hukuk Fakiiltesi

Prof. Dr. Yusuf ALPER
Bursa Uludag Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Murat ATAN
Ankara Hact Bayram Veli Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Sibel ATAN
Ankara Hact Bayram Veli Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Senay UCDOGRUK BIRECIKLI
Dokuz Eylul Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Nursen CANIKLIOGLU
Marmara Universitesi
Hukuk Fakiiltesi

Prof. Dr. Elif GOKCEARSLAN CIFTCI
Ankara Universitesi
Saglik Bilimleri Fakiiltesi

Prof. Dr. Omer EKMEKCT
Istanbul Universitesi
Hukuk Fakltesi

Prof. Dr. Zeki ERDUT
Dokuz Eylul Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Atilla GOKCE
Ankara Hact Bayram Veli Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. ]__Banu UCKAN HEKIMLER
Anadolu Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Prof. Dr. Cemal [YEM
Aydin Adnan Menderes Universitesi
Soke Isletme Fakiiltesi

Prof. Dr. Tlknur KILKIS
Bursa Uludag Universitesi
Tktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Handan KUMAS
Pamukkale Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Umut OMAY
Istanbul Universitesi
Tktisat Fakiiltesi

Prof. Dr. Kamil ORHAN
Pamukkale Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Serap PALAZ
Bandirma Onyedi Eyliil Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Faruk SAPANCALI
Dokuz Eylul Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Filiz ElImas SARAC
Ankara Hact Bayram Veli Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Ferda YERDELEN TATOGLU
Istanbul Universitesi
iktisat Fakiiltesi

Prof. Dr. Aysen TOKOL
Bursa Uludag Universitesi
Tktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Suat UGUR
Canakkale Onsekiz Mart Universitesi
Biga Tktisadi ve Idari Bilimler Fakiiltesi

Prof. Dr. Handan YOLSAL
Istanbul Universitesi
iktisat Fakiiltesi

Dog. Dr. Erdem CAM
Ankara Universitesi
Siyasal Bilgiler Fakltesi

Dog. Dr. Hamdi EMEC
Dokuz Eylul Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Dog. Dr. Furkan EMIRMAHMUTOGLU
Ankara Haci Bayram Veli Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi

Dog. Dr. Aycan HEPSAG
Istanbul Universitesi
Iktisat Fakiiltesi

Dog. Dr. Recep KAPAR
Mugla Sitki Kogman Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Dog. Dr. Serdar KURT
Canakkale Onsekiz Mart Universitesi
Biga iktisadi ve Idari Bilimler Fakiiltesi

Dog. Dr. Banu METIN
Ankara Hact Bayram Veli Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Dog. Dr. Nagihan DURUSOY OZTEPE
Pamukkale Universitesi
iktisadi ve Idari Bilimler Fakiiltesi

Dog. Dr. Ramazan SAHIN
Gazi Universitesi
Mihendislik Fakiltesi

Dog. Dr. Ozgir TOPKAYA
Ganakkale Onsekiz Mart Universitesi
Biga Iktisadi ve Idari Bilimler Fakiiltesi

Dog. Dr. Ozlem YORULMAZ
istanbul Universitesi
iktisat Fakiiltesi

Dr. Ogr. Uyesi Omer DORU
Mardin Artuklu Universitesi
iktisadi ve idari Bilimler Fakiiltesi

Dr. Ogr. pyesi Ozlem GOKTAS
Istanbul Universitesi
Iktisat Fakiiltesi

Dr. Cihan Serhat KART
Ankara Universitesi
Ayas Meslek Yiiksekokulu



19. SAYI DEGERLENDIRME iSTATISTIKLERI
EVALUATION STATISTICS FOR THIS ISSUE

Toplam gelen makale basvurusu

Yayina kabul edilen makale say1st

Hakem siireci devam eden makale say1st

Red edilen makale sayist

On inceleme agamasinda red edilen makale say1st

Makale kabul orani

Number of received manuscript

Number of accepted manuscript

Under consideration

Rejected after evaluation

Rejected before evaluation

Accepted manuscript rate

39

14

14

%35



Derginin giincel sayisi ve arsivine asagidaki linkten ulasabilirsiniz.

http://www.sgk.gov.tr/wps/portal/sgk/sgd/tr

Review Article — Inceleme Makalesi

The Use of Libertarian Paternalism in Pension Policies and
Automatic Enrolment in Private Pension Programmes

Emeklilik Politikalarinda Libertarian Paternalizmin Kullanilmasi ve
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ABSTRACT

In the last two, three decades, welfare reforms
have been characterized by a new understanding
of active welfare notion through which the
relation between welfare and work is redefined.
Citizens are required to take more responsibility
for their own welfare through either showing their
readiness for being employed for any job and/or
relying on private solutions in access to welfare
services and benefits. This study takes the
example of pension reforms to account for how
active welfare notion shapes pension programmes
through new innovative policy interventions, that
is, automatic enrolment, implemented to extend
the coverage of private pensions. Automatic
enrolment is a nudge form of policy strategy
informed by the assumptions of behavioural
approach/libertarian  paternalism.  Although
libertarian paternalism is known to be a liberty
preserving and welfare enhancing approach in
public policies, in pension policies the policy
outcome has been further individualization of risk
and financialization through funded pension
schemes.

Keywords: Behavioural approach,
pensions, automatic enrolment

nudge,

0oz

Son yirmi, otuz yil i¢inde refah reformlari,
calisma ve refah alanlarinin yeniden tanimlandigt
aktif refah anlayisi temelinde yeniden
tanimlanmaktadir. Bu anlayisa gore
vatandaglardan c¢alismaya ve herhangi bir ise
hazir olmalari ya da refah fayda ve hizmetlerine
erisimde daha fazla 6zel ¢oziimlere dayanmalari
beklenmektedir. Bu ¢alisma, aktif refah
anlayisinin ozellikle otomatik katilim gibi yeni
stratejiler yoluyla, 6zel emeklilik sisteminin
kapsamini  genisletilmesi  Ornegi {izerinden
emeklilik reformlar1 {izerindeki etkisini ele
almaktadir. Otomatik katilim diirtme temelli bir

politika  miidahalesi  olarak  davranigsal
yaklagim/6zgiirlik¢i  paternalizmin  etkisiyle
gelistirilmis ~ bir  sistemdir.  Ozgiirliikgii

paternalizm kamu politikalarinda ozgiirliikleri
koruyan, vatandaslarin refahim1 o6nceleyen bir
iddiaya sahip olsa da emeklilik politikalarinda
yansimalar1  biiyiik oranda 6zel emeklilik
piyasalarinda risklerin bireysellesmesi ve fona
dayanan, 0zel emeklilik semalar1 yoluyla
finansallasma olmustur.

Anahtar Sozcikler: Davranigsal
diirtme, emeklilik, otomatik katilim

yaklasim,
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INTRODUCTION

In the process of transformation of welfare states “‘active welfare’ has been a leading notion
defining the process. It has been through the active welfare notion that citizens are required
to take more responsibility for their own welfare within the framework of mix economy of
welfare. This understanding which is underpinned by a rights approach relying on
deservingness and work ethic (Taylor-Gooby, 2012: 27-28) has contributed both to
restructuring of welfare policies including employment, social assistance and pension
policies and the process of recommaodification. It has been the same understanding which
further has given way to commercialization and marketization of welfare services and
benefits.

This study aims at understanding the ways in which the behavioural approach has been used
in welfare policies to serve the spread of active welfare understanding. What is called the
nudge politics or libertarian paternalism in public policies has been a significant policy tool
of governments to regulate and shape behaviour of individuals for specified political
purposes. This study takes the example of the introduction of automatic enrolment in multi-
pillar pension system in order to account for the ways that behavioural approach has been
used for both further privatization and financialization in pensions. The article has four main
parts. The first part explains the main assumptions of the behavioural approach. The second
section underlines the policy influence of behavioural approach in public policies. The third
and fourth sections aim at accounting for the implications of libertarian paternalism and
nudges in pension policies.

I- UNDERSTANDING THE BEHAVIOURAL APPROACH

In recent decades there has been an increasing use of behavioural approach as a discipline of
economics in the design of public policies including policies on organ donation, public health
and retirement savings (Matjasko et al., 2016; Thaler, 2016; Oliver, 2015). Lying at the
intersection of economics and psychology behavioural approach underlines the discrepancy
between the principal assumptions of neo-classical theory about the use of rationality by
human beings and actual inconsistencies in decision making (Curchin, 2017: 235). In order
to develop effective public policies the behavioural approach concerns to understand actions
of people (Matjasko et al., 2016: 14). In devising the ways in which behavioural approach
influences public policies its assumptions about the idea of human rationality should be
noted. The issue is related the question of the extent to which human beings are rational as
neo-classical economics holds. Understanding the nature of our decisions and how human
beings behave has been of an interest for policy makers. Neo-classical economics holds the
view that humans as rational beings act to maximize their utility and pursue their own
interests (Etienne, 2013; 36). Etienne (2013: 37) holds that “the model of homo economicus
is that of calculating agent who anticipates accurately the material consequences of
alternative courses of action and chooses the one with the best cost-benefit balance”.

However, the idea of homo economicus who have clear and unprejudiced beliefs and views
with best options relying on these beliefs (Thaler, 2016: 1578) have been questioned by
behavioural economics. Behavioural insights emphasize how our ability to make optimal
choices and well defined judgements are limited (Curchin, 2017: 235). In answering the
question of whether choices are rational Thaler and Sunstein (2003: 176) underline the
empirical invalidity of this rationality argument and assert that “in the context of
intertemporal choice; people exhibit dynamic inconsistency and value present consumption
much more than future consumption. In other words, people have self-control problems”.
What behavioural economics has come to underline is the limits to use of rationality and

290



The Use of Libertarian Paternalism in Pension Policies and Automatic Enrolment in
Private Pension Programmes

pursuing self-interest. In explaining the reasons of why humans do not act rationally
behavioural approach refers to some concepts including loss aversion, status quo bias,
mindless choosing, present bias and hyperbolic discounting (Matjasko et al., 2016; Oliver,
2015; Thaler and Sunstein, 2008). The notions of ‘bounded rationality’ and choice
architecture are also important as these notions denote the ways that our acts are shaped by
factors and dynamics beyond our self-control including the context, social norms and status
quo bias (Matjasko et al., 2016). Choice architecture contextualizes our behaviours and shape
our acts towards a predetermined political or social goal (Etienne, 2013: 39; Jones et al.,
2010). According to Thaler and Sunstein (2008: 3) a choice architect is accountable for
framing the contexts within which people make decisions.

The behavioural approach offers important insights regarding the question of how behaviours
of individuals are can be shaped and regulated. According to Guy Standing (2011) one
specific policy intervention is characterized by conditionality, strong paternalism, mandates
and bans. Social assistance benefits including conditional cash transfers, workfare
programmes are specific examples of behavioural conditionality (Standing, 2011). Since the
early 1980s new paternalist or strong, coercive paternalist discourses have been influential in
the policy debates in the USA. Charles Murray, Lawrence Mead, George Gilder and Michael
Novak were the prominent figures of the moral, paternalist discourse in welfare and anti-
poverty policies (Lansberry et al., 2017; Mayer, 2008; Barry, 1997). The criticisms of these
scholars against social liberal and rights-based welfare approaches in the USA and
redistributive European welfare states were shaped by an unstable synthesis of liberalism and
social conservatism. For instance, Mead used the notion of underclass to emphasize the ways
in which public social benefit system had created a dependency culture and other social
pathologies among the black poor (Mayer, 2008; Barry, 1997). Lawrence Mead took self-
sufficiency as a virtue and underlined the importance of social responsibility. Indeed, Mead
distinguished the new poor from self sufficient citizens and highlighted the necessity of a
strong authority to discipline behavioural dependency of the poor (Mayer, 2008). New
conservative, paternalist anti-poverty strategies and employment programmes have been
designed as a means of moral discipline and social integration. (Lansberry et al., 2017). In
the sphere of welfare new paternalism has come to reduce problems like poverty and
unemployment to an individual, behavioural problem that can be corrected through coercive
policy interventions. Thus, the access to social assistance benefits are not seen as a right but
is closely linked to meeting specific behavioural requirements (Curchin, 2017; 234).
According to Guy Standing (2011: 29) behavioural conditionality as a vogue idea refers to a
way of providing welfare benefits including cash transfers, vouchers or access to social
services on the basis of condition that benefit recipients or claimants behave in specified way.

This coercive way of shaping behaviours through conditionality is seen as ‘ends paternalism’
(Oliver, 2015; 707) and criticized by those libertarian paternalists who have asserted that
behaviours can be changed through ways that preserve individual autonomy. In public
policies libertarian or soft libertarianism is seen as liberty preserving (Thaler and Sunstein,
2008: 5; Thaler and Sunsteien, 2003). Thaler and Sunstein (2003: 175) argue that paternalism
is not always coercive and if there is no coercion some degree of paternalism is seen as
acceptable. According to them, if policy makers and designers as choice architects shape
behaviour of individuals to make them better off such paternalism is unavoidable and
necessary. In non-coercive form of paternalism choice architects do not force people against
their own will yet they use nudges as policy instrument. Libertarian paternalists state that “a
nudge is any aspect of the choice architecture that alters people’s behaviour in a predictable
way without forbidding any options or significantly changing their economic incentives. To
count as mere nudge the intervention must be easy and cheap to avoid” (Thaler and Sunstein,
2008: 6). For that reason, public policies should use nudges instead of bans, requirements
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and prohibitions for better governance. Some examples of nudge intervention include
sending reminders, altering defaults or graphic design. Social nudges can also be made use
of in organ donor, energy saving, to decrease smoking and drinking, to ensure tax compliance
and rise retirement savings by informing people about the acts of other people or
manipulating social impact of information, peer pressure or priming (Thaler and Sunstein,
2008: 71).

I1- BEHAVIOURAL APPROACH IN PUBLIC POLICES

The impact of behavioural approach and the nudge politics has gone beyond to academic
debates and had implications for public policies. In fact, Richard Thaler and Cass Sunstein’s
book ‘Nudge’ offered policy recommendations which have given way to both a specific
policy process in especially Anglo-Saxon countries shaped by behavioural insight and also
establishment of new departmental units in the USA and the UK (Benartzi et al., 2017;
Curchin, 2017; Matjasko et al. , 2016; Oliver, 2015; Jones et al., 2014; Wilkinson, 2012;
Jones et al., 2010). Sunstein specialized as a lawyer worked within Obama’s administration
and in 2005 federal departments were ordered to integrate behavioural insights in their policy
programmes through an Executive Order. Richard Thaler as an economist was an adviser to
the right-wing coalition government which established Behavioural Insight Team (Nudge
Unit) in 2010 though the New Labour had also adopted nudges in a variety of policies (Jones
etal., 2010). Jones et al. (2010: 54-55) note that the rise of libertarian paternalism in the UK
has been the result of policy transition from the USA that has made nudge the default policy
option. In Germany, the Netherlands, Australia, Denmark and France similar attempts have
followed (Benartzi et al., 2017; Curchin, 2016). Jones et al. (2010) also argue that these
debates on nudge politics and non-coercive policy interventions partly have been result of
some societal processes including the rising levels of personal debts, specific health problems
like obesity, financial issues and challenges posed by climate change.

The nudge politics has shaped and been shaped by a policy process called evidence based
policy making, that is, policy informed by sound evidence (Curchin, 2017: 236). This
requires governments to justify the use of nudge tools through ‘evidence of their effects’
measured through proven means (Triantafilou, 2015: 173-174). Triantafilou (2015: 173-174)
states that evidence based policy making is about specifying methods to shape both the
behaviour of citizens and also actions of public agencies in more effective ways and methods.
This new policy framework allows a renewed role in policy interventions which are much
compatible with the views of Thaler and Sunstein claiming that “we are not for bigger
government, just for better governance” (2008: 14). Governments as enabler are expected to
steer or nudge citizens to behave in ways that are in line with some predetermined policy
objectives through less regulatory and restrictive policy tools (Curchin et al, 2016;
Triantafilou, 2015; Jones et al. 2010).

In actual policy practices, one of the problems with nudges is whether policy interventions
designed for a desired behavioural change rely on sound evidence or nudges merely serve
more efficient implementation of already specified objectives. A similar view is expressed
by Parsons (2002). He argues that evidence based policy making is about ‘what works’ yet
the ways that policy process flows is contextual. Hence, the question is not simply about the
evidence of the use of a given policy instrument but “what works is about, what works for
whom, when and how; what kind of evidence works for what kind of problem/policy, in what
context, and for whom” (2002: 57). In evidence based policy making agenda the relation
between evidence and policy is taken as linear and evidence will give way to policies that
will work. However, critiques note that what works in one case or context might not work in
another policy process. For that reason, evidence based policy making agenda is evaluated
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as a technocratic understanding of the ways that policies are made through which policy
process is depoliticized and decontextualized (Triantafillou, 2015; Clarence, 2002).

I11- THE NUDGE POLITICS IN PENSION POLICIES

Pension systems particularly those related to private individual or occupational plans are
specific programmes that nudge politics has a special interest reflected in the implementation
of automatic enrolment (Thaler, 2016; Benartzi and Thaler, 2013; Thaler and Sunstein, 2008;
Thaler and Benartzi, 2004; Madrian and Shea, 2001). Within the conceptual framework of
behavioural economics and within the framework of pensions, the question evolves around
the question of boosting retirement savings. However, analysing the introduction of
automatic enrolment merely with respect to the policy impact of libertarian paternalism
would be misleading as that will hide the political nature of pension reform process.
Automatic enrolment should be understood within the broader agenda of pension
privatization process as an innovative reform strategy keeping privatization and
marketization in pensions alive (Ebbinghaus, 2019).

Even though the dynamics and consequences of the reform of pay as you go (PAYG) public
pension programmes and pension privatization are beyond the scope of this study it is of
importance to state how the multi-pillar pension plan as suggested by the World Bank with a
reduced role of public pillar has been a norm. This is considered as “paradigm shift’ in
pension policy or global process of privatization (Ebbinghaus, 2019; Lurie, 2018; Berry,
2016; Antolin et al., 2012). As known, in developed mature welfare states ageing population,
unemployment and problems in the financial sustainability of public pension programmes
have triggered the reform process. Alongside the parametric reforms more systemic policy
changes including the privatization and marketization of public pension programmes have
been adopted by reforming countries in different degrees. Besides, reducing the public
expenditures has always been an argument of privatization advocates. Compared to publicly
administered and controlled programmes private management has been seen as more
efficient, cost-effective and flexible. The expectation has been to reduce both public
expenditures on pensions and resources allocated for pension benefits (Lurie, 2018: 407).
Given the mediating role of both institutional structures and the policy influence of societal
and political actors including organized labour and capital it is not possible to state the
convergence of pension policies. Nevertheless, there is what Ebbinghaus (2019: 523) calls
‘multipillarization of pension system’.

As noted above, privatization and marketization of public pension programmes denote a
paradigm shift in the ways that pension benefits are provided. Privatization of public pensions
comes to mean the changing responsibility of the provision, management and finance of
pensions from public to private actors (Ebbinghaus, 2019: 526; Lurie, 2017: 401).
Marketization can be defined as the use of “market-based incentives and mechanisms in
public policy and beyond” (Ebbinghaus, 2019: 526). There are significant implications of
these processes. First of all, systemic reforms may lead to a shift from publicly provided and
managed to privately provided and managed schemes. Secondly, systemic reforms mostly
give way to a change from defined benefit (DB) to defined contribution (DC) plans through
strengthening the links between contributions and benefits. It has been through these shifts
the individualization of various risks has been accelerated (Ebbinghaus, 2019; Antolin et al.,
2012).

Finanacialization is an important dynamic leading and led by the systemic pension reforms.
Berry (2016) states that financialization has four facets including the growing significance of
financial markets and motives, growing interaction between individuals and financial
services, individualization of financial risks and an increased emphasize on the attainment of
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financial behaviour (Berry, 2016: 3). Indeed, when the impact of finance goes beyond the
market and economy and comes to exert influence on other aspects of lives of individuals
such as retirement income this causes the dependence of individuals on financial sector,
banks, insurance companies and investment decisions of relevant actors (Ebbinghaus, 2019:
526). The most effective argument developed in favour of private funded DC plans is related
to their roles in boosting savings, financial sector and enhancing growth. This argument has
been quite attractive in the reform experiences of Latin America and transitional countries
within which the economic crises conditions, shortage of capital, unstable and fragile basis
of dependence on mobile foreign capital flow have played a considerable role in the transition
to funded systems despite the recent pension privatization reversals in countries like
Argentina, Hungary and Slovakia (Lurie, 2018; Madrid, 2005; Muller, 2004; Barr, 2002: 11).

On the other hand, when we evaluate the systemic reforms of public pension systems and the
transition to funded schemes within the overall framework of welfare state restructuring the
changing role of the state is of importance. The changing mode of the state intervention in
the sphere of welfare is conceptualized by various notions such as regulatory state, enabling
state or active welfare state (Ebbinghaus, 2019; Benish et al., 2017; Berry, 2016). What all
these notions underline is the ways that the state provides less and steer more in various
spheres of welfare including pensions. Holden (2012: 216) argues that whenever there
emerges potential to make profits commercial sector has always existed in the provision of
services and benefits such as health, social care, education or pensions. He adds that “in
advanced welfare states, the extent and type of state welfare provision has tended to be largest
factor determining the scope for private provision. The less state provision there has been,
the more scope there has been for private provision (Holden, 2012: 2106). This is also the
case in pension provision given that the transition to funded plans and growing role of private
sector has gone hand in hand with the decreasing value of state pensions that has been result
of parametric reforms (Ebbinghaus, 2019: 526-527; Berry, 2016: 10).

However, the role of the state is not limited to its steering function. The state also acts as
regulator in pension markets and stands as an authority fostering desired financial behaviour
among citizens (Ebbinghaus, 2019; Benish et al., 2017; Berry, 2016). Regulation has always
been one of the objectives welfare states yet together with the extension of welfare markets
the regulatory role has been getting vital through legislative process, setting rules and
monitoring. Regulation is required not just to protect clients in pension markets against
market failures. Regulatory interventions might also include policies to subsidy individuals
and other strategies developed to educate and inform citizens about individual retirement
accounts (Benish et al., 2017: 317-318). In his study on how the UK’s coalition government
developed the discourse on the problems of ageing and financial sustainability to justify
austerity and retrenchment in public pension and financialization via private pensions in 2013
Berry (2016) shows that the austerity agenda has been a framework not just for retreat of the
state from pension provision which have caused adequacy problems in pension income but
also enhancing behavioural change for individuals. This behavioural change is oriented to
foster self-reliant, responsible, financial behaviour at the individual level. Individuals as
‘worker-saver-investors’ (Berry, 2016: 6) are expected to take more responsibility for their
own retirement savings under funded DC plans through growing interaction with pension
markets and financial sector. In other words, the state’s steering role has been accompanied
with policy strategies to develop financial behaviour at the individual level. Then, the
question is related to the ways and means that desired behavioural change can be achieved
The implementation of automatic enrolment as a nudge has been one of innovative policy
interventions that leads to a behavioural change and to expand the coverage of private
pensions.
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IV- AUTOMATIC ENROLMENT AS A NUDGE STRATEGY IN
PENSIONS

As noted above, the implementation of funded DC programmes as complementary plans has
been driven by a number of assumptions. For instance, PAYG public programmes are
presented as inefficient in coping with the problem of demographic challenge. Growing old
age dependency ratios, rising pension expenditures, declining labour market participation
rates among the elderly have been among other significant problems. Funded plans are
thought to promote financial markets and growth and ensure intergenerational fairness
through reinforcing the link between contributions and benefits which in turn would reduce
payment evasion and discourage early exit from labour markets (Wagner, 2005: 40; Madrid,
2005: 26-29; Palmer, 2005: 270-271; Gillion, 2000: 46).

When it comes to private pension plans, one of the difficulties is to expand the coverage or
as libertarian paternalists asks ‘how to increase savings?’ Berry (2016: 14-15) points out
although private pensions are known as savings they can be regarded as ‘deferred
consumption’ and ‘investment products’ as in DC plans the returns are closely linked to
investment instruments. This is why under these schemes dependence of savers on financial
sector grows and they are different from other forms of savings.

Private pension programmes can be organized as mandatory, quasi mandatory or voluntary.
The coverage depends on a variety of factors including the scope of public PAYG system,
the extent of informality, the existence of financial incentives and subsidies. Mandatory plans
ensure the highest rate of coverage as is the case in countries like Australia, Chile, Finland,
Sweden, Switzerland and Iceland. Persistent informality might impede the coverage as is the
case in Poland. Quasi-mandatory plans established mainly as occupational schemes through
collective bargaining agreements also contribute to the coverage (Denmark, Sweden, The
Netherlands). In voluntary plans the coverage is relatively limited with the highest rates are
found in Germany, New Zealand and the USA (Antolin et al., 2012: 8-10). Even though
mandatory plans guarantee the highest returns informality might limit their effectiveness and
their mandatory character is assumed to undermine the freedom of citizens. Besides, such
plans might not produce effective outcomes for low-income workers depending on their
resources to contribute. Compulsory contributions might also be thought as tax by workers
which in turn might lead early exit from labour markets. Moreover, those workers who have
satisfactory level of retirement income from public pensions (due to high replacement rates)
might not be willing to be covered under mandatory private plans (O’ Dea, 2014: 33; Antolin
etal., 2012: 20).

The implementation of automatic enrolment has been regarded as a policy solution for the
drawbacks of pension privatization. Automatic enrolment is a pension system in which
individuals are automatically registered in a private individual or occupational plan and given
the option to opt out within the framework of prescribed rules (Antolin et al., 2012; Rinaldi,
2010; the Vanguard Centre for Retirement Research, 2001). In the last decade, a number of
countries have adopted nation-wide or work-place automatic enrolment plans with some
success stories with respect to considerable expansion of coverage (Benartzi et al., 2017;
Antolin et al.; Berry, 2016; Rinaldi, 2010, Thaler and Benartzi, 2004; Madrian and Shea,
2001; Bouchal and Norris, 2014). One of the earliest examples is 401 (k) plans (employer
sponsored funded DC plan) with the introduction of work place automatic enrolment plans
in 1998 in the USA (Rusell, 2015). In their studies of the influence of automatic enrolment
on the saving behaviour in specific work places Madrid and Shea (2001) note a significant
increase in participation. Through Pension Protection Act of 2006 some changes regarding
contribution rates, investment decisions, enrolment rules were introduced and the scope of
the plan was extended. Automatic plan as a national plan was introduced in the UK in 2012
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and National Employment Saving Trust (NEST) was established to manage the funds (Berry,
2016; O’Dea, 2014; Pyket et al., 2011; Bouchal and Norris, 2014). Kiwisaver as a nation-
wide automatic enrolment plan in New Zealand was introduced in 2007 with a considerable
rise in coverage. Italy also adopted national automatic plan in 2007 with relatively more
modest results (from 8.5 percent in 2006 to 13.3 percent in 2010 of total working age
population (Antolin et al., 2012: 20; Rinaldi, 2010). Turkey is amongst the countries adopting
a similar plan in January 2017 through making a change in the voluntary pension system for
those workers under the age of 45 working in private and public sectors. In 2019, 51.5 per
cent workers eligible for automatic enrolment opted out the plan and the total workers
covered under the plan is more than 4 million. (Paksevim and Akgiray, 2019: 36). The policy
influence of implementation of automatic enrolment has been limited compared to other
countries.

With respect to 401 (k) plans Rusell (2015: 38) argues that retirement programmes offer a
good case for nudge politics as there are recognized cognitive biases in pensions and
retirement schemes have become a domain within which soft paternalists have employed
nudges. In order to extend the coverage of private pensions, libertarian paternalists and
reforming countries have used the discourses of retirement saving crises and promoting a
culture of saving among individuals (Berry, 2016: 12; Benartzi and Thaler, 2013: 1152;
Bouchal and Norris, 2014). Thaler and Benartzi (2004: 167-169) and Benartzi and Thaler
(2013) state that the mere existence of private pension plans is not sufficient to make people
save because of cognitive limitations that behavioural approach has emphasized including
bounded rationality, self-control problems, procrastination, loss aversion, hyperbolic
discounting and status quo bias (Madrian and Shea, 2001). It is these behavioural tendencies
that result in inertia (Thaler and Sunstein, 2008; Thaler and Sunstein, 2003: 177). Automatic
enrolment is built upon inertia, that is, inactivity of individuals and default behaviour via
nudge interventions. Individuals might not opt in a DC pension plan due to inertia but the
same behavioural tendency will lead them not to opt out. Besides, once enrolled in a plan
savers follow default contribution rates and default investment decisions determined by the
fund, that is, what is called default behaviour (Ptkett et al., 2011: 304; Madrian and Shea,
2001: 1150). Thaler and Sunstein (2003: 177) suggest that “for an employee, a change from
any status quo entails time and effort, and many people seem to prefer to avoid both of these,
especially if they are prone to procrastination. When default rules are sticky and affect
choices as a result, inertia might be the major reason”. Hence, implementation of automatic
enrolment is a nudge intervention yet because of behavioural problems in our decisions
especially those of low-income savers libertarian paternalists have proposed other nudge
elements within a programme called ‘Save More Tomorrow’. In addition to availability,
automatic enrolment and automatic investment, automatic escalation plays a key role in
increasing contribution rates at a regular basis. They also add that financial education and
availability of information would complement these efforts (Benartzi et al., 2017: 1046;
Chetty, 2015; Benartzi and Thaler, 2013: 1152; Rinaldi, 2012: 1; Thaler and Benartzi, 2004:
170; Mitchell and Utkus, 2004: 12).

In the case of voluntary pension plans, tax subsidies have usually been used to foster the
coverage yet low income savers enjoy little from such tax deductions or tax credits. Matching
state contributions and flat subsidies have also been introduced (Chetty, 2015: 6-7; Antolin
et al., 2012: 23). For libertarian paternalists, compared to financial incentives choice
architectures covering defaults as nudges and design of plans are regarded more effective and
welfare enhancing (Chetty, 2015: 7; Benartzi and Thaler, 2013: 1153). Given all these
ongoing debates and policies it can be suggested that libertarian paternalist arguments and
nudges have been quite effective in keeping pension privatization alive.
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CONCLUSION

There has been an ongoing process of the use of the assumptions of behavioural approach in
the form of the nudge politics especially in Anglo-Saxoncountries through a policy transfer
from the USA (Berry, 2016; Pykett et al., 2011: 304). Libertarian paternalism claiming to be
a liberty-preserving and welfare-enhancing approach has been influencing various public
polices like health policies or retirement savings. Thaler and Sunstein (2003: 179) argue that
their main aim is to defend libertarian paternalism which defends freedom of choice but still
allows public and private institutions to push citizens in ways to steer their welfare. The
implementation of automatic enrolment as a nudge policy is supported by libertarian
paternalists with respect to the discourse of retirement saving crisis and to promote culture
of saving.

However, the insights of behavioural approach are not without their critiques. Firstly,
although it is admitted that rational choice is indeed limited (bounded rationality) due to
specific cognitive deficiencies as libertarian paternalists argue, critiques also point out how
the use of nudge form regulatory policies have been developed to shape behavioural change
through manipulating our cognitive limitations and mistakes rather than assisting individuals
to correct or manage these mistakes (Curchin, 2017; Rusell, 2015; Griine-Yanoff, 2012;
Etienne, 2012; Pykett et al., 2012; Standing, 2008).Therefore, Etinne (2012: 41-42) notes
that nudges are used within an automatic and unconscious process not a reflexive and
deliberative one. Moreover, the use of choice architecture designed to steer behaviour
towards desired set of political goals and framing actually constitutes a form of coercion and
thus limits our freedom (Jones et al., 2010: 5).

Another criticism underlines the ways that assumptions of libertarian paternalism to justify
nudges in specific policies rely on sound evidence. As stated before, evidence-based policy
making relies on the view that policy interventions should be based on evidence informed by
reliable, scientific knowledge and therefore the aim is to specify methods and interventions
to control behaviour in a more efficient ways (Triantafilliou, 2015: 173-174). With respect
to the implementation of automatic enrolment libertarian paternalists have framed the
problem as a saving crisis. Automatic enrolment and relevant default arrangements have
contributed to a considerable growth in coverage under private DC plans in some countries
such New Zealand, the USA or the UK. However, in other countries including Italy and
Turkey the coverage has been relatively modest. Therefore, there is a need to more research
on more country specific and contextual dynamics affecting the policy impact of nudges as
in the case of the two countries sound evidence supporting the use of nudges as effective
policy interventions seems to be more limited. Furthermore, there are various risks associated
with private pensions that individual savers face including investment risk, mortality risk,
salary risk, job tenure risk. There are also behavioural mistakes together with problems in
financial education and financial literacy. However, libertarian paternalists do not seem to
explain the welfare-enhancing aspects of funded DC plans despite the existence of problems
(Rusell, 2015: 34; Pykett et al., 2011: 304). In fact, even if pension privatization is linked to
the welfare of individual at least at discursive level there is actually no evidence that private
plans enhance welfare of those enrolled. Rather, there is much evidence on how these plans
have paved way to individualization of risks and intensified the dependence of individual
savers on financial markets. Growing income inequality, old age poverty are also result of
lower and uncertain income returns under funded private plans (Ebbinghaus, 2019: 536;
Lurie, 2018: 409-410). To give an end to passive recipients of benefits from the state and to
promote a mix economy of welfare in pensions has constituted a policy discourse for the
advocates of pension privatization. It is the state that has steered this process and for that
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reason the nudge politics should be considered within the framework overall process of
welfare retrenchment. This is in accordance with active welfare notion through which citizens
are expected to take more responsibility for their own welfare and retirement through further
recommodification (Benish et al., 2017; Berry, 2016). The rise of private solutions in the
domain of welfare has been part of a wider transformation of a regulatory neo-liberalizing
project that connects residual benefit transfers to labour market integration and aims to boost
employment by undermining the availability of benefit-transfers and activation policies. This
process also denotes to end of welfarism associated with entitlement-based citizenship rights,
protection of labour (employment and income security measures) and redistributive,
unconditional income transfers. In retirement policies libertarian paternalism attempts to
enlarge the role of for-profit private institutions and claims to enhance the welfare of citizen
through offering freedom of choice yet the nudge politics as an innovative policy tool has
come to be used for further retrenchment in the sphere of welfare. Although the use of
automatic enrolment in pension programmes is claimed to be a success given the increase in
the number of those enrolled in private pension plans in some countries there has been also
a documented increase in the number of people who are exposed to the risks of poverty,
deprivation and the decline in the living standards due to the policies undermining the role
of public pensions in income protection. Moreover, it can be suggested that the process of
privatization in public pensions has been an ongoing trend enacted through different policy
strategies and tools. Nudge politics via automatic enrolment is one of these strategies. Further
research is needed to reveal the policy impact of behavioural approach in specific spheres of
welfare and the main consequences of nudge type policy strategies.
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