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The Theory of Choice in Behavioral Economics

Merab Julakidze
Associate Professor
Tbilisi State University

Summary

The article discusses the essence of Behavioral Economics, which is integration of Economics and Psy-
chology, it discusses how people think and act when making economic decisions, it learns three basic
characteristics of economic analyses: limited rationality, perceptions about fairness, and lack of self-
control, analyzes mental accounting system, role of Nudging, pension plan: Save More Tomorrow, Liber-
tarian Paternalism, and finally, it supports by evidence the necessity of using behavioral economic ap-
proaches and principles when doing economic analyses in the process of defining economic policy.

Keyword: Behavioral Economics; The Theory of Choice; Mental accounting system; Nudging; Save
more tomorrow; Libertarian Paternalism.
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