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Abstract

The idea about the significance of the psychological dimension of human
behavior is not new and it has existedin the social sciences since long time ago. In
accordance with this,this paper attempts to base economic analysis on psychological
research, which is manifested in economic theory through the affirmation of behavioral
economics. The paper emphasizes the importance of ‘new behavioral economics’, which,
on the basis of rejecting the concept of maximizing rationality, opens a new dimension of
understanding of the justification of government interference in the sphere of economy and
society. In relation to this,the paper discusses the implementation of paternalistic measures
and interventions directed toward correcting and reducing numerous cognitive mistakes
and psychological anomalies created during the realization of economic decision making.

Key words: behavioral economics, economic rationality, ‘new paternalism’,
behavioral failures, state paternalism in Serbia.

BUXEBUOPAJIHA EKOHOMMJA: HOBU ITPUCTYII
OCMUIIVbABABY ITATEPHAJIMCTUYKE VYJIOTE
JAPKABE Y EKOHOMHMJHN

AncTpakT

Wneja o 3Hauajy MCUXOJIONIKE AUMEH3H]jE JbYICKOT MOHAIAkha HHUje HOBA U Mehy
JPYLITBEHNM HayKama IIOCTOjH OJ] JaBHHHA. Y CKJIaqy C THM HMaMmo M HacTojama Ja
ce eKOHOMCKa aHajn3a MOCTaBH Ha TEMEJbHMa IICHXOJOMIKMX HCTPaKHMBamba, LITO
CBOj OOJIMK HCIIOJbaBamka Y eKOHOMCKO] TEOPHjH MONPUMa Kpo3 adupMaIujy OuxeBH-
opajiHe eKoHOMHje. Y pany ce armocTpodupa 3Hauaj ,,HoBe OUXeBHOpaIHe eKOHOMUje
KOja, Ha TeMeJby OCIIOpaBama KOHIIETITA MaKCUMH3Hpajyhe palMoHATHOCTH, OTBapa
HOBY JIMMEH3Mjy pa3yMeBarba OIPABIAHOCTH Mellaa JpxkaBe y cdepy MmpUBpene u
apymTsa. C THM y Be3n O6uhe peun o morpedu crpoBoljersa MaTepHATMCTHIKAX Mepa
M MHTEPBEHIIMja YCMEPEHNX Ha OTKIAHAmbE MM PEIyKOBamke OPOJHUX KOTHUTHBHUX
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Tpeiiaka U ICHUXOJOMIKUX aHOMa.]'II/Ija HacTajluxX MPUIIUKOM peanmaulxlje mnpoueca
€KOHOMCKOT' OllTy4UBamba.

Kiby4uHe peun: ekoHOMCKa pallMOHAJIHOCT,0MXEBHOpPAIHA €KOHOMH]A, ,,HOBH
naTepHanu3am‘’, OMXeBUOPAITHU IPOITYCTH, JPKABHU
narepHanuzam y Cpouju

INTRODUCTION

The appearance of the new analytical approach that introduced and
strengthened the name behavioral economics, has obtained in the theoretical
literature a status of one of the most interesting and important events in the
economic science during the previous decades. Its constitution as an
independent sub-discipline within the economic science, formed at the
boundary and the meeting point of economic and psychological research,
occurred in the 1970s.

The ideas and approaches developed in the field of behavioral
theory almost instantly received academic acknowledgement. This
allowed the theory to reach economic mainstream, which, among other
things, caused certain changes and transformations of some segments and
their parts. The character of these changes was not concerned so much
with the level of real research practice as with the acceptance and
application of its general conceptual representations by the significant,
and perhaps a higher number of, contemporary economic theoreticians.
The obvious popularity of behavioral ideas is seen, inter alia, in the
superficial listing of the areas in which they are acknowledged and
actively used: consumer choice theory, financial theory, theory of
production, theory of employment, theory of investment and saving,
theory of economic development, game theory, and others.

This paper focuses on the attempt to determine the theoretical
relevance and practical foundation of the basic ideas and concepts
underlying behavioral economics. Accordingly, the aim of the paper is to
gain realistic insight of its importance from the standpoint of improving
the understanding of economic behavior, as well as the potential contribution
in terms of developing the ‘innovated’ concept of the importance of state
participation in directing and regulating the economy and the society. This
aim is achieved through examination of the hypothesis about the fact that
behavioral economics can be a useful tool for paternalistic measures and
interventions directed toward reaching a higher level of rationality of
economic actors. Therefore, special attention is given to the analysis and
evaluation of the normative assumptions from which behavioral economics
starts, with the intention to analyze the effects of the gradual change from
the ‘welfare state’ to the “paternalistic state’.
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The research will be directed toward the identification and
determination of the area of economic and social life, which can be the
topic of conceptual and analytical debates based on the theoretical
achievements of behavioral economics. In relation to this, we will observe
the instrumental position of behavioral economics in terms of a possible
impact on deepening the understanding and justification of state interference
in the socio-economic sphere. Special attention will be given to the
examination of potential effects of implementing paternalistic measures and
interventions of the Republic of Serbia, primarily in the light of accepting the
elementary norms of market behavior, lessening the extent of the irrationality
of economic actors, as well as directing their impact toward making better
decisions about the utilization of resources.

This study involves a theoretical and structural analysis of the
study topic, based on the elaboration of the available secondary sources.
This means that we will use empirical studies of various authors who
have dealt with the issue in order to test this hypothesis. Then, through a
combination of the historical-deductive method, which starts from the
obvious facts pertaining to the presence of irrational forms of economic
choice in Serbia, and the hypothetical-deductive method, which is based
on certain assumptions, we will draw logical conclusions regarding the
necessity of state interference in the case of cognitive anomalies and
irrational action of economic actors.

GENERAL CHARACTERISTICS OF BEHAVIORAL ECONOMICS

The behavioral economic theory has been created as a symbiosis of
economic science and psychology. It is a process that can be characterized
by the example of another ‘powerful’ trend in the multidisciplinary studies
of socio-economic issues. On one hand,there is a tendency toward
idealization of the application of economic methodology on the level of all
social sciences; on the other hand, there is a very ‘strong’ current that
glorifies the impact of the psychological factor in all social occurrences.
Regarding the supremacy of the psychological, the economic methodology
usually uses the term ‘psychologism’, while the term ‘psychological
imperialism’ is primarily used for the purpose of providing an equivalent
balance to ‘economic imperialism’.

‘Psychological imperialism’ is connected with the primate of
psychological laws in the field of economics, and as such it represents a
strong alternative to the occurrence that marked the second half of the XX
century in the field of the social sciences — ‘economic imperialism’. The
essential trait of the abovementioned tendency can be seen in the application
of the economic approach in the analysis and explanation of occurrences that
have not traditionally been an object of research in the economic science
(Becker, 1968, 1976,1996). We start from the assumption that the laws of
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the market are not valid only in the economic sphere of social life, but that
they are also the basic point of all the other forms of social relations
(Petrovi¢ & Stefanovié, 2013, pp. 247-265)

Generally, the process of convergence of scientific knowledge and
economic science does not only propose that its approach and methods be
used in other sciences, but also allows the ongoing influence and
integration of other scientific disciplines in the field of economic science.
Therefore, in the case of behavioral economics, the multidisciplinary
character assumes the form of a psychological quest into the economic
sphere of social life, while the economic theory assumes the role of a
‘colonized territory’ (Glaeser, 2004).

We can mark the ‘old behavioral economics’ related to H. Simon
and J. Katona, created in the 1950s and the 1960s, as a ‘forerunner’ of the
‘new behavioral economics’ (Agner & Loewenstein, 2006, p. 20). Simon
was the first to create the foundation for the conception of bounded
rationality at the time when the dominant camp of economic thought was
proclaiming the attitude that people make rational choices. According to
him, a human being is not perfect and as such he has limited knowledge
and capabilities, which does not guarantee optimal allocation of resources
and maximization of utility in the complex circumstances and conditions
of decision making (Simon, 1978). Katona is well-known for being the
first one to use the term ‘behavioral economics’, with the intention to
point out that habits have a key role in directing economic behavior. He
reminded us about extensive empirical evidence that routine behavior is
very present in the economic life (Katona 1951, p. 52) and that it refers
equally to the sphere of consumption as well as to the sphere of real business.
Therefore, it is necessary to analyze the habits and all the other types of
routine behavior in order to understand the real functioning of the economy,
which is why business activities should not only be observed as a process of
continuous adjustment to the changed economic conditions.

Although the ideas of the ‘old behavioral school’ have left a certain
mark, the majority of economists ignored them in practice, which is why
the abovementioned course of research did not win the status of an
independent sub-discipline in the field of economic science. It is especially
surprising that although there were logical expectations about the continuity
in the development of the behavioral approach, we have a situation that the
‘old behavioral economics’ did not have any noticeable impact on the
appearance and understanding of the ‘new behavioral economics’ (Agner &
Loewenstein, 2006, pp. 26-27). In fact, the ‘new’ behavioral approach was
formed separately from the previous attempts directed toward basing the
economic theory on psychological research. Its affirmation in the economic
theory began with the publishing of two articles of the well-known
psychologists D. Kahneman and A. Tversky (Kahneman & Tversky, 1974,
1979). In the articles they criticized the orthodox theory of expected utility,
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proposing an alternative concept of reaching decisions in conditions of
uncertainty, known by the name ‘prospect theory’. The same importance
was given to Thaler (1980) in terms of popularization of the ideas of
behaviorism. In his famous article he listed ample empirical evidence about
the suboptimality of economic decisions.

Kahneman, Tversky and Thaler wanted to elaborate the empirically
adequate theory of choice in their articles and the aim of the theory was to
realistically describe the process of economic decision making. Following
their example a large number of economists and psychologists entered the
process of ‘dismantlement’ of the model of rational choice, introducing
more and more denying facts. Among the active representatives of
behavioral economics, we can mention G. Akerlof, D. Ariely, C. Camerer,
G. Loewenstein, D. Laibson, M. Rabin, C. Sunstein, etc. The impact of
behavioral economics on the overall corpus of economic research has
become so strong and diversified, that it was characterized as a revolution in
the development of modern economic thought (Costa-Font, 2011, p. 551).

The fact that these authors belong to different theoretical orientations,
among other things, has contributed to the strengthening of the idea that
behavioral economics is actually an umbrella term that includes four research
traditions: (1) the Carnegie school of Richard Cyert, James March, and
Herbert Simon; (2) George Katona and the Michigan school; (3) the Oxford
group; and (4) the Stirling school (Jefferson & King, 2010, p. 214). There
are opinions that behavioral economics as a general term can be associated
not only with four but with eight different approaches: (1) Simon and the
Carnegie school; (2) Katona and the Michigan school; (3) psychological
economics; (4) Harvey Leibenstein and the X-efficiency theory; (5) George
Akerlof and behavioral macroeconomics; (6) Richard Nelson, Sidney
Winter, and the evolutionary theory; (7) behavioral finance; and (8) Vernon
Smith and experimental economics (Tomer, 2007, pp. 469-475).

BEHAVIORAL ECONOMICS AND THE ‘NEW PATERNALISM’

Behavioral economics does not interpret economic behavior in
accordance with the standard model of rational choice. Its representatives
insist that the real life abounds with the examples of irrational behavior,
which is primarily associated with numerous psychological constraints and
anomalies. In relation to this, behavioral imperfections related to
inconsistency regarding the process of discounting, the changeability of the
psychological and emotional state, the dependency on the context, the lack of
self-control, overly strong optimism, the orientation toward the status quo,
etc. are most often mentioned (Rizzo & Whitman, 2009, pp. 932-943).

By pointing out the fact that people can make choices that are not
consistent with their best interest, the representatives of behavioral
economics came up with the idea that a paternalistically oriented
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government can help individuals make better decisions. Thus we arrive at
the affirmation of a new normative program of behavioral economics
known as ‘the new paternalism’.

Although by raising the question of rationality they risk being
accused of abandoning economic science itself (Hodgson, 1988, p. 74),
the proponents of this idea have fairly reasonable explanations, which
confirm the relevance of their intentions and understandings. Among them,
we should emphasize pragmatic meaning, according to which it is only on
the basis of rejecting the maximizing reality that it is possible to take
certain steps in order to direct the actions of economic actors toward
stimulating this rationality. Accordingly, this is the position of the
behavioral economists who, starting from the boundedly rational of the
economic subjects and the need for including the government in order to
reduce and eliminate this boundedly rational behavior (Jolls&Sunstein,
2006, p. 199),return to the development and the affirmation of the idea of
paternalism.

In principle, paternalism withstands “interference with a person’s
liberty of action justified by reasons referring exclusively to the welfare,
good, happiness, needs, interests or values of the person being coerced”
(Dworkin, 1972, p. 65). Although it does not bear the mark of government
interference, paternalism primarily refers to the activity of enacting laws
and measures that facilitate the process of decision making. Depending on
how deeply we enter the process of individual decision making, we can
differentiate between ‘hard’ and ‘soft’ paternalism (Madhadam&Gutmann,
2013, pp. 1-20). Even though, all other conditions being the same, we give
priority to the ‘soft’ paternalism and the characteristic of minimal limitation
of the freedom of choice, we should not underestimate the justification of
introducing some immediate prohibitions, direct limitations, as well as high
taxes and other state charges. When measures of the ‘soft’ paternalism do
not yield the desired results, it is justified that the government should
intervene by ‘fierce’ limitation of the free choice.

Economic theory in principle is negatively oriented toward the
policy of paternalism and limitation of the freedom of choice. The
traditionally used argument about when to make an exception and allow
limitation of the freedom of choice is related to the situation when the
activity of some economic subjects endangers the interests of others. In
that sense, government interference is justified and is associated with
‘market failures’ and the unleveled sharing of income. However, the idea
of behavioral economics is to add another ‘behavioral’ reason to the
stated reasons for justified government interventionism. In this way the
rejection of paternalistic government interventionism that starts from the
traditional economic theory is ‘pushed’ aside, opening a new, incomparably
wider, field of government activism. It is simultaneously a consistent part
of the new analysis of reasonability of government interventionism,
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whose basic message is that if people are not immune to the appearance
of systematic mistakes while making decisions, the task of the state is to
help them direct their behavior toward the rational usage of all available
resources.

Paternalistic Measures and State Interventions

The instruments of the state policy that are supported by the ‘new
paternalists’ represent a complex combination of the legislative and
administrative prohibitions, taxes, offering of information that is needed,
as well as certain means of persuading and manipulating the ‘architecture
of choice’. Tt is not only about the new original recommendations but also
about the multitude of the usual instruments of government regulations
that were used previously. In principle, the behaviorists find all forms of
government regulations to be desirable and allowed if they result in
efficient prevention and correction of cognitive and psychological biases
(Rizzo et al., 2009, p. 910).

Among the abovementioned forms of state interference in the
process of making individual decisions, the one that is believed to be ‘the
strongest’ is the one that introduces explicit prohibitions and limitations
of individual choice. According to the ‘new paternalists’, the limitation of
individual behavior is justified when the irrationality of the economic
subjects is so prominent that its correction using the ‘soft’ paternalistic
measures (offering necessary information or manipulating the ‘architecture of
choice’) is almost impossible. Consequently, we propose that laws be
introduced in all areas in which there is high risk of irrational behavior of
economic actors.

Direct limitations and prohibitions are less supported by the
representatives of behavioral economics and ‘new paternalism’ than some
traditional instruments of government regulations, such as ‘sin taxes’
(alcoholic drinks, smoking, and games of chance) and unhealthy food and
drink taxes (greasy food, carbonated beverages, etc.) (O’Donoghue&Rabin,
2003, pp. 190-91). By increasing the expenses related to consumption of
harmful goods (junk food), ‘sin taxes’ can reduce the negative consequences
caused by weak will and hyperbolic discounting, thus redirecting the
individuals of limited rationality to the more reasonable and socially
acceptable behavior.

A relatively simple way recommended for correcting the mistakes
that people make under emotionally and psychologically ‘heated’
conditions is related to the legal definition of the cool-off periods. These
periods can be predicted for the period before and for the period after
reaching important decisions (Camerer, Issachoroff, Loewenstein,
O’Donoghue& Rabin, 2003, p. 1239). When buying a car, for example,
there are the following possibilities. The first is that when the individual
signs the contract to buy the car, he can wait several days before he takes
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it (during which time he can change his mind). The other possibility is
that he takes the car immediately, but under the condition that he can
return it during in the following several days. An interesting example of
determining the ex-ante cool-off period is related to the family law
(Kamemormraukos, 2013, p. 85). According to this approach the official
registration of marriage does not take place immediately after applying or
after stating the wish to get married. Instead, the precise time is planned
in which it is possible to remove the eventual influence of the ‘heated’
psychological state on the making of important decisions such as forming
a family. The example of the ex-post cool-off period can be found in the
Law on Consumer Protection, in which there is a possibility for the
buyers of durable goods to return these goods in a certain period with a
full refund.

One of the instruments that is actively supported by the ‘new
paternalists’ is concerned with mandatory disclosure of certain information
during the signing of important contracts, related to e.g. loans, mortgages,
and leases, as well as during purchasing of high-risk goods and services. In
relation to this, they believe that the sellers of products that are harmful to
health are obliged to provide consumers with detailed information about
certain risks (with explanations, statistical indicators, etc.). To battle
irrational passions (e.g. games of chance) they propose disclosure of the
information about the calculated probability of the actual chances of
winning certain premiums and winnings.

Bearing in mind that provision of adequate information does not
necessarily have the desired effects, the ‘new paternalists’ offer measures that
could influence not only human consciousness, but also the subconscious.
For example, to struggle against smoking it is possible to use warning labels
and terrifying pictures on the packs of cigarettes.

The policy of mandatory disclosure of information is particularly
efficient when giving loans to consumers. Since misguided behavior is often
present in the financial sphere and since its price is rather high, the
behaviorists recommend that the customers should be adequately informed
about all banking products and services. In connection with that, we should
mention the example of the USA, when a new approach was introduced in
the regulation of consumer loan sunder the direct influence of the
behaviorists (Wright &Ginsburg, 2012, p. 1057).

The contribution of behavioral economics in the field of promoting
government regulations can best be seen through the support of the
manipulation of ‘architecture of choice’ (Ibid., p. 1056). This is related to
the fact that the state is due to make a choice for, and instead of, an
individual in certain cases, since we can assume that he cannot deal with
such a task in certain situations. For example, one could propose to the
workers to automatically participate in the savings plans (Sunstein &
Thaler, 2003, p. 1172), which helps rectify the mistakes connected with the
inconsistency and weakness of will, hyperbolic discounting, etc.
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The Possibilities of Implementing Paternalistic Measures in Serbia

Due to the fact that the government has a discretional right of
establishing institutions, as well as the right of formulating, implementing,
and guaranteeing the policy of reforms, its role in the context of economic
and social development can be considered as a key one. As regards the
Republic of Serbia, the expectations of the government are additionally
rising, taking into account that there are serious and essential reforms
ahead, on the road to establishing the market rules of conducting business.
Because of the numerous social and economic problems, the slow
acceptance of market norms of behavior, the irrational behavior of a large
number of economic subjects, the skepticism toward entrepreneurship, etc.,
it seems that there are huge tasks facing Serbian government and its
political authorities, and also a decisive ‘battle’ to create the conditions
necessary for the development of a ‘healthy’ market economy.

The citizens of Serbia still have an aversion to the new individualistic
arrangements, entrepreneurship, and developmental impulses based on the
realization of individualistic motives and actions. It is possible instead to
identify the collectivist mentality of our community, which is largely a result
not only of the socialist heritage, but also of the deep cultural and historical
roots. As opposed to the protestant ethics, the Orthodox countries are still
dominated by the aspects of conscience related to the egalitarian and
paternalistic syndrome (Sekulovi¢ 2002, p.110). In this sense the Republic of
Serbia is not an exception, considering that the help of every kind is expected
from the government, from finding work and jobs, through solving problems
of unpaid salaries and financial compensations for the workers that become
unemployed in the process of ftransition, to protecting domestic
manufacturers from merciless foreign competition(a widely accepted opinion
of the state’s role).

Considering all the challenges the Serbian government is facing, it
seems fairly justified that the government should take into serious
consideration some of the recommendations of the representatives of
behavioral economics and the ‘new paternalism’ during implementation of
its actions. The significant experience related to the problems that follow
the process of economic and social behavior while transitioning from a
planned into a market economy leads us to the conclusion that, among the
socio-economic domains of life that deserve the ‘protecting hand’ of the
state, the following three warrant a closer analysis.

1. The choice of the sphere of economy — the legal and illegal — is
the subject of research of different social sciences. It is a common
sociological standpoint that the lawbreakers are completely irrational
people and that they easily take onbusiness in the grey sphere of economy.
Contrary to this, the lawbreakers behave completely rationally according to
the classical analysis, and their motivation is essentially not different from
the motivation of other people. This means that the potential lawbreakers
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reach fully rational decisions about whether to ignore the law or not,
comparing the net gain that they can make by breaking the law with the
benefitgained by engagement in completely legal activities.

The representatives of behavioral economics pointed out that the
egotistic nature of human beings can put the economic interest above
obeying the law and regulations, not taking into account all the potential
expenses and not denying that rational judgment can underlie the choice
between doing business in the ‘legitimate’ or the ‘grey market’. In fact,
when the material gain is given priority, its fulfillment is related to avoiding
tax and other obligations, which minimizes transactional expenses.
However, research by the renowned sociologist A. Oleinik (2002, pp. 508-
511) has shown that by moving into the illegal sphere of doing business,
economic agents save on one type of expenses, but on the other hand, they
pay a high price for the illegality. Consequently, it seems that, as opposed
to the citizens of the developed market economies, the majority of Serbian
population is still unaware of the high cost of illegal activities. There are
many affairs connected with tax evasion, illegally conducted tenders,
failure to fulfill contract obligations, high level of corruption, etc.
Sometimes we cannot avoid the impression that many individuals,
especially those with important state functions, have been openly breaking
the law, easily ignoring the possibility of becoming the object of interest of
the control and repressive state organs and bodies.

Hence, we seriously doubt that the carriers of economic activity in
Serbia are capable and adequately educated to make a right decision in
favor of the choice of legal or illegal sphere of business. Even if we set
aside the fact that obeying the law is the obligation of every moral person,
it seems that in Serbia the illegally obtained material gain is overestimated
while the numerous advantages of doing business by the law are
underestimated. This model of behavior thoroughly depicts the problem of
hyperbolic discounting and the resulting tendency toward fast acquisition of
benefit. Pressured by the economic problems and difficulties, many people in
Serbia have become impatient concerning the growth of the standard of
living. As a result, they exhibit certain ‘short-sightedness’ during decision
making that is related to determining the relationship between utility and
expenses.

The short-term rate of discount and the insufficient understanding of
the relationship between ‘the price of legality’ and ‘the price of illegality’
definitely constitute a valid argument in favor of undertaking paternalistic
measures and interventions. This implies making a list of systematic
measures, the restrictive ones and, more importantly, the informative and
educational ones. The overall involvement of the government in this sphere
should help raise awareness about the allowed ways of obtaining economic
benefits, as well as strengthen the belief about the fact that it is more
beneficial to operate in accordance with the law in the long run.
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2. The stimulation of investments and determination of the
economic areas and branches in which people should invest their capital
is not done exclusively according to the rules of functioning of a
spontaneous economic system. Although market economies usually use
the mechanism of price signals as a dominant way of providing information,
the situation in Serbia now demands that the government dedicate itself more
seriously to the problems of investment and incentives for the beginner
entrepreneurs. Domestic entrepreneurs usually begin an activity in the tertiary
sector, governing themselves by the level of the initial capital, the relative
simplicity of doing jobs in the service sector, and the speed of the required
administrative procedure for the establishment of firms and companies.

From the perspective of the ‘new behavioral economics’, giving to
the service sector during the investment is definitely suitable for the
cognitive shortcoming marked as ‘dependency on the context’. In fact,
under the influence of the still present traditional cultural milieu, which
does not approve of the complete supremacy of private ownership over
state ownership and individualism over collectivism, people tend to think
within certain frames (framing effects). Therefore, it should not come as
surprising that after graduating from schooler university, citizens of
Serbia first try to find employment in the public sector. If they do not
succeed, the next option is the relatively long waiting period on the labor
market or the starting of their own business. Regarding the latter option, it
is very likely that the tertiary sector will be chosen, because for a long
time it has been treated as the expected standard related to the allocation
of resources in times when new information and ideas are lacking.

The government can interfere with the process of directing the
decisions regarding which areas are profitable for investment if it deems
it necessary to stimulate the manufacturing sector. In this sense, providing
the necessary information and advice, as well as the adequate combination of
the legislative, fiscal, and other administrative measures, can greatly
influence the individuals to try out their knowledge and skills in the real
sector of the economy.

The importance of paternalistic intervention of the government, or
the consequences of its absence, can be observed as early as in the recent
past. As we know, a certain number of citizens have earned considerable
sums of money during the privatization of the most successful firms. The
amounts based on compensation and selling of the shares have often been
measured by thousands or hundreds of thousands of Euros, which
represents a small fortune in the domestic circumstances. However, in the
absence of recommendations and a desirable government campaign about
how to use the earned money to invest in and open new firms, the
members of the newly rich families started to spend immoderately, which
is evident in their purchase of expensive real-estate, land, luxurious cars,
travel arrangements to luxurious destinations, etc. Many of them spent all
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of their money and were left without a job or any idea about how to find
another one. Therefore, it appears that things might be different if there
were certain government programs and instructions on how to invest so
much money, especially if we know that our citizens at the time were not
skilled at the market way of thinking and rational judgment related to the
future economic movements and events.

3. Giving loans to citizens is a typical aspect of economic life, which
is a consistent part of the priority fields of interest of the representatives
of behavioral economics and the ‘new paternalism’. The primary reason
for this is that it is exactly in the sphere of taking out loans and using
credit cards that the behavior of a considerable part of the population
contradicts the hypothesis of rationality and the assumption about the
maximizing behavior.

After a long loaning abstinence of the citizens during the 1990s, a
large number of citizens of Serbia resorted to relatively careless and
intensive loaning, following the beginning of democratic and transitional
changes accompanied by the arrival of foreign banks and the expanded
offer of numerous banking products. They often did this without proper
information about the price of consumer loans, the expenses of processing
and administration, and the interest rate son using credit cards (the so called
allowed and disallowed ‘minus’(being ‘in the red’)), which, together with
numerous hidden taxes and charges, enhanced the sudden growth of credit
indebtedness of the citizens.

The behavior of economic actors in the sphere of credit spending is a
typical example of the empirical confirmation of the behavioral conception
about the consumers as boundedly rational subjects, inclined toward
making cognitive mistakes. From the aspect of the domestic circumstances,
particular emphasis should be given to those related to the optimistic
thinking concerning the amount of payment and the certainty of keeping a
job. Accordingly, we perceive the logical directions of the impact of
paternalistic policy as aimed toward solving this issue of existential
importance for many citizens of Serbia. Meanwhile, the recommendations
of the behaviorists should not be reduced to merely fulfilling the justified
demands for providing all the relevant information pertaining to the loaning
process. It is even more important to support the making of loaning
contracts in which the implicit credit clauses will be given as the obligatory
elements of the standard banking products. It is desirable to change the
complex variants of the loaning arrangements with a multitude of various
additional conditions, starting from their basic, simpler, variants. As
regards the credit cards, we should think about the usefulness of separating
their saving and transactional function, where, for example, one type of
credit card would serve only for withdrawals, while another would serve
for purchases. Finally, starting from the numerous negative experiences
related to the irrational use of credit cards by the citizens of Serbia and
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warnings from some behaviorists that the boundedly rational individuals
are definitely incapable of using such complex financial instruments
without a negative impact on their own well-being (Wright et al., 2012, p.
1058), we should probably analyze those ideas concerned with the
introduction of more restrictive rules of their issuing.

Based on everything stated above, we can conclude that in Serbia it is
necessary to take into account numerous paternalistic recommendations,
whose practical realization requires acceptance of the measures that differ
with regard to their character and the intensity of their impact. In some
cases the advantage should be given to the paternalistic options connected
to persuasion, giving advice, education, etc. For example, it could be the
case of advice related to acceptance of the automatic model of saving,
since we should expect the restructuring of the system of mandatory
social insurance. However, we should not underestimate the justification
of introducing some immediate prohibitions, direct limitations, as well as
high taxes and other government charges. When measures of the ‘soft’
paternalism do not yield the desired results, it is justified that the
government intervene through ‘fierce’ limitation of free choice.

CONCLUSION

Although the rational choice theory proved to be very useful, its
findings are often not confirmed in empirical research. That conclusion,
among others, was drawn especially by the prominent representatives of
the new analytical direction, established and fortified under the name
behavioral economics. Its research, conducted based on acknowledgement of
economic and psychological factors and aspects, shows that economic
actors relatively frequently behave irrationally, displaying numerous
cognitive and behavioral errors.

Since behavioral imperfection leads people into situations where they
can make choices that are inconsistent with their best interest, the
representatives of behavioral economics came up with the idea that a
paternalistically oriented government can help these individuals make better
decisions. Thus we arrive at the affirmation of the new normative program
of behavioral economics known as ‘the new paternalism’, which lies on the
border between the laissez-faire economy and the traditional (‘hard’)
paternalism and which seeks to identify and establish new rules of behavior
in the function of maximization and optimization of individual choice (e.g.
automatic registering of the unemployed into the programs of saving, taxes
for irresponsible behavior, or elimination of the rules about the maximum
number of hours without paid compensation for overtime work).

On the basis of the new ideas about measures and instruments of
the government, the ‘new paternalism’ was affirmed as an alternative to
the traditional school of liberal philosophy and economic theory. In fact,
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being the opposing opinion to the classical liberal tradition, which takes
the bounded rationality of the individuals as an argument in favor of not
spreading and broadening the quantity of state interference in the sphere
of economy and private life, the ‘new paternalism’ pushes forward the
idea of premeditated engagement of the state with the aim of improving
the quality of human decisions.

Considering that the degree of rationality of economic actors in
Serbia is additionally reduced compared to the level of rationality that
characterizes the average carrier of economic activity in the developed
market economies, we can place almost all spheres of economic and social
life under the ‘protecting hand’ of the government.Relying on the experience
whereby the citizens of Serbia showed special inclination toward making
behavioral and cognitive failures, this paper was particularly focused on
explaining and proposing the guidelines for creating and accepting state
regulations in the domains of loaning, investment, legal economic activity,
etc. Furthermore, all the aforementioned ideas and recommendations fall
within the context of contribution to the systematization, affirmation, and
development of the parts of assumptions of behavioral economics, which
confirmed the ability of the basic hypothesis to be a useful tool for creating
paternalistic measures and interventions directed toward reaching a higher
level of rationality of economic actors.
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BUXEBUOPAJIHA EKOHOMMJA: HOBU ITPUCTYII
OCMUIIVBABAILY ITATEPHAJIMCTUYKE YJIOT'E
JAPKABE Y EKOHOMUJHN

Jparan IlerpoBuh
Yuusepsurer y Humry, Exonomckn ¢akynrer, Hum, Cpouja

Pe3ume

BuxeBropaiHa eKOHOMHja MPECTaB/ba PEIATHBHO HOBH U MEPCIICKTHBHU MPaBail
HCTpaXHBamba, KOjU Yy 3HAYajHO] MEpH yTHYe Ha CTame W OyayhHOCT eKOHOMCKE
Hayke. lako eKOHOMHCTH He OJyCTajy Jlako of kopumhema GopMarHux mMozena 6a-
3UpaHKX Ha MPETIOCTABIH O CaBPIIEHO] PAIIHOHATHOCTH eKOHOMCKHX aKTepa, mpei-
CTaBHMIM OMXEBHOpAJHE EKOHOMHjE HyAe OpOojHEe eMIHMPHjCKe J0Ka3e O TOME Ja pe-
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THO €KOHOMCKO ITOHAIIar-e¢ HeMa MHOTO TOTa 3ajeAHHYKOr ca XUIIep PaIllHOHATHUM
xoMo exoHomuKycoM (homooeconomicus). buxeBnopanHa ekoHOMHja ce Ha Taj Ha-
YUH JAEKIapulle Kao CyOAMCHMIUIMHA y OKBUPY €KOHOMCKE HayKe, YHje je KIbYYHO
obenexxje CynpOTCTaBJbake PAllMOHATHOMMOJETY HM30opa - (GyHOaMEHTy Ha KojeM
MOYMBa KIIACHYHA EKOHOMCKa aHaJIn3a.

MebyTtum, ynpkoc IOYETHOM YTHCKY O OIUTPOj ITOJBOjEHOCTH, OJHOC OMXEBH-
OpaJiHe eKOHOMHje NpeMa KOHBEHIMOHAJTHHUM MOJEINMa palfoHATHOT H300pa HUje
HHMMAJIO jeHO3HaYaH M MOXKe OMTH NpEeIMeT pa3MYuTHX aHanu3a. [Ipumepa paau,
OHa o10allyje BUX0B JECKPUIITUBHH KapakTep, He A0BoAehH MPH TOM y MUTamkE HOP-
MaTHBHE 3aXTeBe M MHTEHIMje THUX MOJeNa, IMoceOHO Kama ce MMa y BHAY Moryhu
YTHUIIaj HCTHUX Ha OCTBApEH¢ HHINBHUAYAIHOT U JIPYIITBEHOT OJlarocTama.

CBeCHH YHEbGHUIIE J1a MOjeAMHIM MOTY HCIIOJbaBaTH OpojHE KOTHUTHBHE U OH-
XEBHOpPAJHE ,,lIpoMalaje’ MPUIMKOM JOHOIICHa OJUIyKa O yHoTpeOu pecypca U Ha
Taj HAYMH YMHATH M300pe KOjU HHCY KOH3HUCTEHTHH Ca H-HXOBHM HajOOJBMM HHTe-
pecuMa, IpPEeACTaBHHUIM OWXEBHOpAlHE EKOHOMHMjE 3aroBapajy CHaXKaH 3a0KpeT y
OJHOCY Ha TpaJWlOHAIHE AHTHIATCPHAINCTHYKETIO3MIMje KIaCHYHE EKOHOMCKE
teopuje. [lo muxoBoM 1y0OKOM yBepemy, CaMO MaTePHAIMCTUYKH OPUjEHTUCAHA Ap-
JKaBa MOKe IIOMONH MojeJrHIIMA 1a TOHOCEe 00Jbe OJUTYKE, IITO je M3 yIJia BPeIHO-
CHOT IIOMMama eKOHOMCKe Hayke npaheHo adupmaiijoM HOBOI HOPMATHBHOT IpO-
rpama I03HATOT I10]] Ha3UBOM ,,HOBH IaTepHAIN3aM".

Ocnamajyhu ce Ha uzaeje OMXEBHOpaJIHE EKOHOMH]E, ,,HOBU MaTepHAIM3aM™ 3a-
CTymna cpelmy BapujaHTy usMely nece ¢ep (laissez-faire)cucrema u TpaguIuOHATHOT
(,,TBpor*‘) marepHanusma. OJ ,,cTapor MaTepHAIM3MA™ OH Ce Pa3NIUKyje KaKo Mo HOp-
MAaTHBHHUM CTaHJapyMa TaKo ¥ [0 HPETopyIeHNM OOJIMINMA Ip)KaBHE HHTEPBEHIH]C.
Hawuwme, npencraBHuLN ,,cTApOT MaTepHAIM3MA" HTHOPHCAIH CY JKeJbe U IpedepeHnu-
je MHONBHIYya, MPETIOCTaBbajyhn aa ApkaBa 00Jb€ OJ CBUX 3HAa Y YEMY C€ CacTOju
BUXOBO CTBApHO 33J0BOJbCTBO. [lo3uIyja ,,HOBOT maTepHaIN3Ma‘® IPUHIUIIH]ETHO je
Jpyraddja U3 pasjora IITO MHCHCTHpA Ha yBaXkaBamy Cy0jeKTUBHUX IpedepeHnuja u
MHTepeca caMuX MHAMBHIYa, HacTojehH IpH TOM Jia MOMOTHE JbYANMa Kako OM OHU
OCTBApHJIM OHO IITO CaMH Kelle, a ITOHUCY Y CTalby Ja YYUHE Ycie[ KOTHUTHBHUX U
HICUXOJIOIIKHX OrpaHHuYCHA.

Kana je y mutamy Peny0muka CpOuja, OpojHH €KOHOMCKH U COIMjaTHU MPOOIeMU
YTHUIIAIU Cy Ha CTBapame MPEBEIHKUX, YaK ¥ MPHINYHO HEYMEPEHHX OYEKUBAmba Be-
3aHMX 32 CIIPOBOl)ebe Pa3INUNTHX APXKABHUX aKTHBHOCTU U Mepa. Y CBETIIy HeTaTHB-
HMX HCKYCTaBa O JIOCAJAlIkEM aHI'KOBamy AP)KaBe, Kao M M0JbYJHAHOT MOBEPEHa y
MPUMEHJBUBOCT MOCTOjehMX TEOPHjCKAX KOHIEMIMja U MOJENa O YIIO3H JpXKaBe y
€KOHOMMjH, IPUINYHO 0Xpabpyje apryMeHTanuja npucTaiuna OuXeBHOpaiHe eKOHO-
MHje U ,,HOBOT nmarepHanu3mMa“. C THM y BE3M YMHH C€ NPWIMYHO ONPABJAHUM TO Ja
BIIaJia, IPHIMKOM H3pajJie EKOHOMCKUX Mepa M IpOorpama CBOT JIeNI0Bakba,YBaXKH HEKe
O]l TIpeTiopyKa MpeICTaBHNKA OMXEBHOpaTHE CKOHOMHU]E, a CBE Y LUJbY yONakaBama
CTEIeHa HepallMOHAJTHOCTH EKOHOMCKHX aKTepa U yCMepaBama HbHXOBOT JIe0Bamba Y
MpaBILy JOHOIIICHa KBATUTETHHjUX OJTyKa O YIIOTpeOu pecypca.



