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Can technology 
save us from 
‘sludge’?

What is ‘sludge’? The simple answer is that it 
is the opposite of ‘nudge.’ The term ‘nudge’ 
is used to explain how governments 

attempt to improve the wellbeing of citizens without 
restricting, taxing or subsidising their choices. Instead, 
a government can ‘nudge’ people into making better 
decisions by carefully designing the way a policy is 
structured and presented.

Nudging is different from paternalism or the so-
called ‘Nanny State.’ Paternalism in policymaking 
is the idea that some people (typically government 
policymakers) believe they know what is in a person’s 
own interest better than the person him or herself. 
For example, the food they eat, the alcohol or sugary 
drinks they consume and the exercise they undertake.

These are examples of what economists call 
internalities. Nobel laureate Richard Thaler argues 
that nudging is not paternalism as it helps people to 
make better decisions from their own perspective. 
The monetary consequences and availability of choice 
remain the same.

Exploring default options
The most widely cited example of a nudge is the choice 
of default. For example, when employees start a new 

job, they often have to decide whether to contribute 
to the company’s pension scheme. The default 
option is typically for employees not to contribute. 
They have to actively do something (i.e. fill in an 
online form) to opt into the scheme. An alternative 
is to change the default option. They now have to do 
something to opt out of the scheme.

Changing the default does not restrict the available 
choice or alter the monetary consequences like a tax 
or subsidy. However, research by Madrian and Shea 
(2001) found that it had a big effect. When employees 
had to opt in, 49% enrolled in a company pension. 
When they had to opt out, the figure increased to 
86%.

Sludge and dark patterns
Recently, Thaler has started to discuss ‘sludge.’ Sludge 
is the opposite of nudge. Sludge denotes characteristics 
about design and presentation that make it more 
difficult for people to make good decisions. Harry 
Brignull refers to this in the context of websites as ‘dark 
patterns.’

Some businesses may use sludge to encourage 
consumers to spend more on their goods and services 
than they really want or ever intended. Brignull lists a 
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Recently, eminent economist Richard Thaler has been discussing ‘sludge.’ 
‘Sludge,’ as Jon Guest explains, describes design and presentation 
characteristics that make it difficult for people to make good decisions
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Questions
1 Provide some examples of real-world policies 

that are paternalistic.
2 How do internalities differ from externalities?
3 Explain the difference between present bias 

and time consistency.
4 Why does changing the default seem to have a 

big impact on the choices people make?
5 Choose two other types of dark pattern and 

explain how they might prevent people from 
making decisions that maximise their own 
welfare.

Weblinks 

Quartz article on Thaler’s nudge theory and the 
introduction of the ‘sludge’ concept:  
www.tinyurl.com/yynm4zmb

Website dedicated to explaining dark patterns: 
www.darkpatterns.org

BBC feature on the Free Trial Surfing app:  
www.tinyurl.com/yydnvgrm
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number of dark patterns, including:
• price comparison 

prevention
• hidden costs

• bait and switch
• privacy zuckering
• forced continuity

Forced continuity
Forced continuity refers to the use of free-trial periods 
and automatic renewal of contracts. Many people sign 
up for a free trial or special offer with the intention of 
cancelling before the account automatically switches to 
the standard price.

Do consumers actually get around to cancelling 
when the time comes, or do they procrastinate, putting 
it off until later?

Standard economic theory assumes people are time 
consistent — when the time comes, they should stick 
to their initial plan unless they learn new information 
about the relative size and costs of the decision. 
Behavioural economics suggests that many people 
suffer from present bias and act in a time-inconsistent 
manner. The sludge in forced continuity may lead them 
to delay the decision and so fail to cancel in time.

In a YouGov survey, 47% of respondents reported 
having accidently signed up for an annual subscription 
because they either forgot or were unable to cancel 
their account. The estimated total cost of unwanted 
subscriptions per year was £837 million. The same 
YouGov survey found that one in eight people kept 
paying for over 4 months before finally getting around 
to cancelling.

Helping consumers tackle sludge
One business has recently seen an opportunity to help 
time-inconsistent consumers deal with sludge. Free 
Trial Surfing is a new app developed by the company 
Do Not Pay. It became available via Apple’s app store in 
September but is not yet available on Android devices. 
It works in the following way.

When customers download the app, they receive a 
new credit card number and a false name. Although 
the card details are registered to the company Do Not 
Pay, the customer can use the information to sign up 
for a free trial of a good or service. In effect, Do Not 

Pay acts as an intermediary between the firm offering 
the promotion and the user. Once the free-trial period 
ends, the app automatically cancels the subscription. 
Importantly, the new credit card details only work 
when someone signs up for a free trial. Consumers 
cannot use it to purchase any other products.

Obviously one major drawback to the app is that a 
consumer would have to sign up again with their own 
personal credit card if they wanted to continue to use 
the service after the free trial ends. Businesses may also 
try to block the use of Do Not Pay credit card numbers 
for their services.
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