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ABSTRACT

With the increasing shortage of energy resources and the appeal of human society to energy conservation and
environmental protection, researchers are discovering ways to promote household sustainable energy use. People know
that using sustainable energy can relieve environmental pressure and it is consistent with their ideas, but they often do
not take effective steps. With further research in behavioral economics, we try to understand why people do not behave
in a rational and predicted way and give suggestions to policy makers to affect their behavior by changing their
preference and their feelings about different options. Based on the discussion about the traits of household energy use
from behavioral economics perspective, there are suggestions that the policy maker can change the default option,
provide relevant information, use education, and divide individual contribution.
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1. INTRODUCTION

Currently, with the development of economy, there is
increasing demand of energy use.

Given the fact that the energy consumption has
increased rapidly, and the environment has been greatly
polluted, many countries are taking actions to promote
sustainable energy use, which means that we need to
decrease the use of fossil fuels. Governments has
introduced measures like encouraging consumers to
purchase electric vehicles and adjusting the price of
energy to decrease the reliance on fossil fuels. The
traditional methods are through macro policies and pay
little attention on understanding the individual decision
making.

In recent years, with the rapid development of
behavioral economics, researchers start applying
behavioral economics to analyze people’s choice on
sustainable energy. According to traditional economics,
humans are rational and always choose the optimal
choice. But in fact, people are often irrational and would
not always pursue the best due to the limit of their
cognition [1]. Some people will not choose to use
sustainable energy though it is environmental-friendly
and economical [2]. In order to explain the incentives of
consumers on household energy use and help the

governments make better policies, the paper apply the
behavioral economics to give some suggestions.

2. TRAITS OF HOUSEHOLD ENERGY
USE FROM BEHAVIORAL ECONOMICS
PERSPECTIVE

In this section, according to the theory of behavioral
economics, the traits of people’s behavior when making
decisions on choosing the household sustainable energy
are discussed with some examples.

2.1 Status quo bias and loss aversion

People tend to maintain the status quo when making
decisions, rather than making an objective and
comprehensive choice or comparing the cost and benefit
of'every option. When there are many alternatives, people
would regard the status quo as a default option, for
example their current phone plan. People are not willing
to spend much time on optimizing the result. On the
contrary, people would choose a satisfactory option that
does not take many efforts. So, when there are many
options, people are more willing to choose the default
option—the status quo. Even although consumers know
some household electricity plans are greener and cheaper,
only a small part of families would choose the new plan.
The tendency of maintaining the status quo can be
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explained by loss aversion. When people face the same
amount of loss and benefit, they think the negative utility
of loss can be much higher than the positive utility of
gaining same amount of benefit [3-4]. Governments that
introducing the electric vehicles need to consider that
people may only see the price they need to pay, leaving
out the future benefit of saving money from fuels.

2.2 Satisficing tendency

People do not optimize their choice by processing all
the available information when making decisions among
too many alternatives [5]. According to the research,
consumers would be appealed more by an extensive array
of flavors of jams, but those who were given the limited
array of flavors of jams would be more likely to purchase
the jams. Part of the reason is that people are not willing
to choose the best from so many different options, though
they can try every flavor and make the decision. They are
satisfied when they choose a good enough choice that
does not take much time and effort [6]. When the new
sustainable energy use plan cost nearly the same and has
certain energy saving effect, they have the tendency of
keeping the status quo because they do not optimize the
situation and they feel that it is satisfying now. People are
motivated to take actions when the benefits is significant.

2.3 Intertemporal choice

People will perceive a decrease in benefit when they
make an intertemporal choice. For example, people are
not willing to take medicine, because they see the
immediate cost and the delayed benefits. They value the
present benefit more than the future benefit, which shows
the value of time according to the traditional economics.
Thus, when consumers consider whether to take actions
that cost some money now and will save more money in
a long period, they would be more likely to be short-
sighted. Only when the amount of money that they will
receive is big enough, then they will prefer to lose some
money now [7]. Unfortunately, the sustainable energy
use measures like replacing fuel cars with electrical
vehicles can be expensive to the family. People hardly
consider the positive effect on saving the cost of fuels in
the daily use of cars in the future.

2.4 Social loafing

People have the tendency of take a free ride, which is
to make no effort when they can gain the benefit without
the need of paying. To protect the environment and
relieve the shortage of energy, admittedly, what one
person do is little compared with the whole effort. People
think their own decisions of whether to use sustainable
energy or not do not matter to the energy saving. So, they
contribute less when it is a group thing, rather than the
individual benefit. With everyone has the same thought,
it is difficult to promote the idea of using sustainable
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energy. People may accept the idea, but they will not
really take the action, which shows the need to point out
their individual benefits and losses. Like according to the
research, if we ask two groups of students discuss about
ideas as much as possible, the group that think and write
down everyone’s idea individually have much more ideas
than those who discuss together in total. Knowing this
tendency, if we divide the individual’s contribution, we
can expect more people are motivated to take actions than
we only see the contribution of the whole community [8-
10].

3. SUGGESTIONS ON POLICIES MAKING

Knowing that people will have the tendency of
maintaining the status quo, satisficing tendency,
irrationality of intertemporal choice and social loafing,
suggestions are made to help the government promote the
use of sustainable energy.

3.1 Change the default option

The default option is necessary to people’s decisions
making. According to researchers, in the experiment,
when the inefficient incandescent lamp was set as the
default choice of the consumer, its probability of being
selected was doubled [11]. Because there are status quo
and people are not willing to change from the default
option, the governments can set the greener and
sustainable energy use plan as the default option [4]. To
some household appliances that have different modes,
they can set the greener mode as the default option. Like
the car companies, they can set the Eco mode as the
default option. Most car drivers will not change it by
themselves. This method takes advantage of the status
quo and loss aversion to help activate the household
sustainable energy use.

3.2 Provide relevant information

People do not take efforts to select the optimal option
and are easily satisfied. Therefore,

governments can provide the report of citizens’
energy use and the comparison of taking sustainable
energy plan with the traditional plan, which can include
the cost and pollution of different plan. Offering a
visualized report can help people choose the new plan.
For example, the report can include the information about
the amount of electricity use every year and the cost with
the average cost of national use. It can even report like
the exercising equipment and shows the amount of
energy people have consumed compared with the energy
of a kind of food. The report can include the amount of
household emission of carbon dioxide and compared with
the amount of emission of car use. In this way, people can
see easily how much they contribute to the environmental
deterioration and will probably prefer the sustainable
energy plan. Moreover, due to the loss aversion, the
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governments can add some information on bills of the
comparison between the cost of traditional household
electricity plan and greener plan. Like if people keep the
status quo, they will lose more money than those who use
the sustainable energy, people will tend to take actions to
reduce losses [12].

3.3 Education

The cultivation and the education of residents
‘knowledge and concepts of using sustainable energy
need to be arranged in school. The research shows that
the group of students shows more rational energy
consumption and can be effectively affected to promote
the idea of using sustainable energy. When they are
taught about the benefit of changing the household
energy use, they are more likely to accept the idea and
take actions. And in social media, use the influence of
celebrity to promote the idea and make it a trend to use
sustainable just like buying luxury cars. Also, it is more
efficient to educate the urban families because they are
highly educated and the cognitive cost of promoting their
energy-saving behavior. They better know the
significance and long-term benefit of replacing the
energy with sustainable energy. Typically, People with
low education background will using more energy and
have lower awareness of saving energy. Thus, families in
rural areas will more likely not apply sustainable energy
than those in the cities [13-14].

3.4 Individual contribution

It is necessary to show the people their own
contribution. The government can show the statistics that
reveal the community energy use, including the specific
information of each family’s contribution. When people
can see how other family try to use sustainable energy
and follow the greener and advanced concept of taking
environmentally friendly actions, they will compete with
others, and it will therefore decrease the effect of social
loafing. Instead of contributing less to the group, people
may be motivated to make their contributions [15]. For
example, when people know there are solar panels that
are installed in some houses in the community and they
save energy, they will be more willing to learn about the
new equipment and realize that it can also save money in
the long period. When most of families in the community
have replace the traditional energy use, the rest of
families in the community will follow the trend and join
the group out of pressure. When reporting the amount of
energy use to the community, the governments should
provide both the total contribution and the contribution of
each family to make them motivated.

4. DISCUSSION

In fact, here are coercive and effective measures like
make direct regulations on the use of fuel vehicles in
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China to promote the purchase of the electrical vehicles.
Cars are not allowed to use once a week while the electric
vehicles can be driven freely. Although it seems more
effective and useful, it can discourage people from doing
other environmentally friendly actions when there is no
regulation. Therefore, governments are seeking for other
ways that can affect the decision making by changing
how they feel in a phycological way. Traditionally, under
the macro regulations and subsidy policies, consumers
are still not behaving in a rational way of energy use.
There are different circumstances in different countries.
Like In China, people do not have the options of choosing
the household electricity use between traditional plan and
sustainable energy plan. We expect the measures of
behavioral economic to be applied to electric vehicles
industry. With the giant market of cars in China, it can be
of great importance to the energy saving in the world.
Thus, it is important for governments to seek the ways of
transformation from tradition vehicles to electric vehicles.

5. CONCLUSION

In the paper, we discussed the people’s irrational
behavior of household energy use. Behavioral economics
has a wide range of both psychology and economics, and
we can apply it into the field of sustainable energy use.
According to the behavioral economics, we try to
understand the deviations from the rational behavior that
consumers show and give the suggestions to the policy
maker. The factors like satisficing effect make people
consider the choice in a different way from the traditional
assumption of rational people. To help decrease the
deviation that consumers show, suggestions like
changing the default option will help the policy maker
work out more effective strategies. The paper is mainly
about the integration and application of the study of
economics. More empirical and experimental study of the
effectiveness of behavioral economics measures on
household energy use are needed. So, we can evaluate the
specific impact of the measures by means of statistics and
help decrease the energy use and promote household
sustainable energy use. Knowing the specific
determinants and their contributions or impacts of the
consumers’ behavior will make it clear for governments
to take actions. The further study can be conducted in
different countries because the different culture and
people’s attitude vary a lot. There should be adjustments
to the suggestions in different countries, so that they can
be more effective and valid.
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