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Delayed Gratification

Choosing the Long View
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elayed gratification is the
ability toresistan immediate
smaller reward in favor of a
larger, more valuable reward
in the future. Anyone who
has ever skipped the gym
because the couch was more
comfortable or spent money
onsomethingimpulsive and regretted
itthe nextday understands this tension
intuitively.

Delayed gratification isnotan abstract
concept; itshowsupin the smallestdaily
decisions. Research suggests that the
way we consistently navigate it shapes
outcomes over time. One study found
that self-control was a stronger predictor
of academic outcomes than IQ?, which
suggests that the ability to delay gratifi-
cationis notjustapersonality traitbuta
measurable driver of long-term success.
While pursuingimmediate gratification
canlead toregret, the ability toresist
isindicative of discipline.

For finance professionals, delayed
gratification translates to alower
discountrate. When individuals or
institutions default toimmediate
rewards, they are implicitly applying a
highinternal discount rate—overvaluing
whatis available now and undervaluing
whatis available later. Psychologist
Daniel Kahneman identified two modes
of thinking that drive human decision

making. System 1 is fast, automatic, and
emotionally driven. Itisthe partof the
brain thatreaches forimmediate reward
without much deliberation. System 2
is slower, more logical, and deliberate.
Itisthe partthatweighslong-term
consequences before acting. In everyday
terms, System 1 is what makes you hit
snooze; System 2 is whatreminds you
why you set the alarm. When it comes to
financial decisions, System 1 pushesus
toward near-term payoffs, while System
2 would select alower discount rate and
abetter long-term outcome. The tension
between the two is the tension between
impulse and discipline.

Thisdynamic plays out directly
in public finance. One of the most
common and costly examplesis funding
recurring expenditures with non-recur-
ringrevenues. Solving a budget gap and
hiring new firefighters, police officers,
or parks staff with one-time funds feels
like theright callin the moment. But
the ongoing salary obligation doesn’'t
disappear; it simply becomes next
year’s structural problem. Similarly,
deferred maintenance is also a common
example of immediate gratification in
public finance. When budgets get tight,
postponingrepairs onroads, buildings,
or equipment feelslike the practical
short-term solution. But the cost does
notdisappear. Itaccumulates, and what

would have been a manageable repair
becomes a far more expensive replace-
ment down theline. The job of the finance
professionalin this contextisto design
budget processes that create the time
and space for System 2 thinking to do its
work, so therational long-term choice
becomes the default, not the exception.

How can we apply this to our own
contexts? Via a simple framework rather
than prescribing specific actions. The
firststepistoidentify theissue. Whatis
theimmediate reward your organization
keeps defaulting to? Perhaps you tend to,
for example, defer a capital maintenance
fund because budgetis tightin a given
year. Name the pattern first.

Thenidentify why the delayed reward
matters. Articulate the long-term goal
thatimmediate rewards are hindering.
Research shows that people who can
vividly picture future rewards wait
longer for them to manifest. The key to
making this system sustainable and
effectiveis buildingin one structural
constraint. The commitment device
doesn't have to be complicated. It could
be an automatic transfer, a policy rule,
areserve threshold, or a pre-committed
budgetline. For example, a government
thatroutinely defers capital mainte-
nance during tight budget years can
enforce a policy requiring a minimum
annual depositinto a dedicated main-
tenancereserve. The constraint doesn'’t
have to be permanent; itjustensures the
decision gets made in advance, before
budget season pressure setsin. The point
isthatitremovesthe decision from the
moment of temptation to act instantly.

These strategies are not one-size-
fits-all; they need to be tailored to suit
whatever situation you find yourselfin.
Itcanlead to adifferent system as well,
butthe aimisto give you the knowledge
to make you start thinking about the
issue in your own context. The goal
isnot perfect willpower—the goalisa
system thatmakes the right choice the
easyone.
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