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Treating ethics as a 
design problem
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abstract*

Creating policies that encourage ethical behavior requires an accurate 

understanding of what drives such behavior. We first describe three 

common myths about the psychological causes of ethical behavior that 

can lead policymakers to overlook constructive interventions. These 

myths suggest that ethical behavior stems from a person’s beliefs; 

changing behavior therefore requires changing beliefs. Behavioral 

science, however, indicates that the immediate context (such as an 

organization’s norms and accepted procedures) exerts a surprisingly 

powerful influence on behavior. To be effective, policies must treat ethics 

as a design problem; that is, policymakers should create contexts that 

promote ethical actions. We then discuss three psychological processes 

that affect ethical activity—attention, construal, and motivation—and 

describe how understanding them can help policymakers in the public 

and private sectors design environments that promote ethical behavior.
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E
ffective policy design involves shaping 

human behavior. In the public sector, 

policymakers try to encourage some 

behaviors and discourage others using tools 

such as taxes, subsidies, mandates, bans, and 

information campaigns. In the private sector, 

policymakers try to shape behavior with tools 

such as hiring, firing, compensation, and 

operations. Policymaking therefore involves 

psychology—specifically, policymakers’ beliefs 

about which levers are most effective for 

changing behavior. Well-intended policies can 

be ineffective when based on erroneous beliefs 

about human behavior.

Examples of failed policies based on flawed 

assumptions are commonplace. In 2009, for 

instance, the Transportation Security Adminis-

tration trained more than 3,000 employees to 

read subtle verbal and nonverbal cues, assuming 

that lies would “leak out” in brief interactions. In 

fact, psychologists find very few reliable cues 

to detecting deception during ongoing inter-

actions, and this TSA program produced a 99% 

false alarm rate when evaluated by the Govern-

ment Accountability Office.1 And in 2001, the 

U.S. government distributed $38 billion in tax 

rebates as part of an economic stimulus plan, 

based on the belief that people would spend 

more money when they had more to spend.2,3 

In fact, consumer spending is guided by a host 

of subjective evaluations about the source and 

meaning of money. In this case, people over-

whelming saved these rebates, creating little 

or no short-term stimulus,3 possibly because 

people interpreted the rebates as returned 

income rather than a windfall.4

Unfortunately, when it comes to considering 

ethical behavior, policymakers routinely hold 

imperfect assumptions. Common intuition 

presumes that people’s deeply held moral 

beliefs and principles guide their behavior, 

whereas behavioral science indicates that ethical 

behavior also stems from momentary thoughts, 

flexible interpretations, and the surrounding 

social context. Common intuition treats the 

challenge of influencing ethical behavior as a 

problem of altering beliefs, whereas behavioral 

science indicates that it should also be treated 

as a design problem.

In this article, we describe three common myths 

about morality that can lead policymakers to 

design ineffective interventions for enhancing 

ethical behavior. We then discuss three basic 

psychological processes that policymakers 

in the public and private sectors can leverage 

when designing behavioral interventions (see 

Table 1). Understanding these processes can 

help policymakers create environments that 

encourage ethical behavior.

Of course, the very definition of ethical behavior 

can lead to disagreements and impasses 

before anyone even gets to a discussion about 

improving ethics. Here, we use the term to refer 

to actions that affect others’ well-being. Ethical 

behavior contains some degree of prosociality, 

such as treating others with fairness, respect, 

care, or concern for their welfare. In contrast, 

unethical behavior contains some degree of 

antisociality, including treating others unfairly, 

disrespectfully, or in a harmful way. The inherent 

complexity of social behavior—which involves 

multiple people or groups in diverse contexts—

is largely why the causes of ethical behavior can 

be so easily misunderstood in everyday life.

Three Myths About Morality
Common sense is based on everyday obser-

vation and guided by simplifying heuristics. 

These heuristics generally yield some degree 

of accuracy in judgment but are also prone 

to systematic mistakes. Comparing widely 

accepted common sense with the empirical 

record allows behavioral scientists to identify 

systematic errors and propose interventions for 

countering them.

Myth 1: Ethics Are a Property of People
All human behavior is produced by an enor-

mously complex string of causes, but common 

sense often focuses on a single source: the 

person engaging in the activity.5 This narrow 

focus can lead to a simplified belief that uneth-

ical behavior is caused by unethical people 

with unethical personalities—rogue traders, 

charlatans, or psychopaths—rather than by the 

broader context in which that behavior occurs.

w
Core Findings

What is the issue?
Policymakers commonly 
believe that they must first 
change people’s beliefs in 
order to encourage them 
to adopt ethical behavior. 
Beyond trying to change 
beliefs, policymakers 
should also treat ethics 
as an environmental 
problem and design 
solutions that leverage 
three key psychological 
processes: attention, 
construal, and motivation. 
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1) Designing compensation 
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member’s bonus to 
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by engaging cognitive 
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reminders, checklists, 
and visible statements
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behavioral science 
researchers, organizational 
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Perhaps the best-known example of this error 

comes from Stanley Milgram’s experiments 

on obedience to authority.6 Participants in 

Milgram’s experiments were instructed to 

administer increasingly severe electric shocks 

to another person, even to the point where 

participants thought the shocks might have 

been lethal (in fact, the “victim” was an actor 

who never received any shocks). When Milgram 

described this procedure to three different 

samples of people, not one person predicted 

that they would personally deliver the most 

intense electric shock possible to another 

person. In actuality, 65% of participants did. 

What makes Milgram’s research so interesting is 

the mistaken intuition that only psychopaths or 

very deviant personalities would be capable of 

such obvious cruelty.

This myth implies that people tend to over-

estimate the stability of unethical behavior. 

Consistent with this possibility, survey respon-

dents in one study dramatically overestimated 

recidivism rates—the likelihood that a past crim-

inal would reoffend—both over time and across 

different crimes.7 The likelihood of reoffending 

actually drops dramatically over time, but partic-

ipants believed that it stays relatively constant. 

Participants’ responses followed a rule of “once 

a criminal, always a criminal,” a view consistent 

with the myth that ethical behavior is a stable 

property of individuals.8 Likewise, employers 

who require credit checks as a precondition 

for employment do so because they think past 

defaults predict a broader tendency to engage 

in a wide variety of unethical behaviors (such as 

workplace deviance). In fact, empirical inves-

tigations have found that credit scores are, 

at best, weakly associated with performance 

appraisal ratings or termination decisions.9,10

Although largely unrecognized by the public, 

the lack of correspondence between past and 

future ethical behavior is not a new insight for 

behavioral science. A classic study in which 

psychologists evaluated thousands of high 

school and middle school students in the 

1920s found very little consistency in honesty 

from one situation to another.11 People tend to 

believe that ethical behavior reflects a consis-

tent moral character, but actual ethical behavior 

varies substantially across contexts.

A focus on unethical individuals leads to poli-

cies that attempt to identify, detain, and deter 

those individuals (for example, “rogue traders”). 

This approach is unlikely to succeed when-

ever unethical behavior is systemic in nature 

(for example, it occurs within a “rogue culture” 

or “rogue industry”). Improving ethics often 

requires altering the type of situation a person 

is in, not simply altering the type of people in a 

given situation.

Table 1. Myths about morality
Belief in the myths below can diminish a policymaker’s ability to maximize ethical behavior. 

Myth Policy implication

Ethics are a property of people

Unethical behavior is largely due to unethical individuals rather 
than the broader context in which behavior operates.

Can lead policymakers to overestimate the stability of ethical 
behavior and endorse policies to identify, detain, and deter 
unethical individuals (for example, “rogue traders”). Such 
policies are unlikely to succeed whenever unethical behavior 
is systemic in nature (encouraged by a “rogue” culture or 
industry).

Intentions guide ethical actions

Good intentions lead to ethical acts, and unethical intentions 
lead to unethical acts. Consequently, one should infer that 
unethical behavior stems from unethical intentions.

Can encourage policymakers to view safeguards as 
unnecessary for people with good intentions, impeding 
implementation of sensible policies to curb unethical behavior. 
At times, good intentions can result in unethical behavior.

Ethical reasoning drives ethical behavior

Ethical behavior is guided by deliberative reasoning based on 
ethical principles.

Can induce policymakers to overestimate the effectiveness 
of ethics training programs (standard in many organizations) 
and underestimate the importance of contextual changes for 
altering behavior.
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Myth 2: Intentions Guide Ethical Actions
A more focused version of Myth 1 is the 

common-sense assumption that actions are 

caused by corresponding intentions: bad acts 

stem from bad intentions, and good acts follow 

from good intentions.12 Although intentions are 

correlated with a person’s actions, the relation-

ship is far more complicated than intuitions 

suggest.

There are at least two consequences of over-

simplifying the relationship between actions 

and intentions. First, people tend to overesti-

mate the power of their own good intentions 

and, as a result, overestimate their propensity for 

engaging in ethical behavior.13,14 People predict 

that they will bravely confront instances of 

racism, sexism, and physical abuse more often 

than is realistic, as such predictions fall short of 

the bravery people in the midst of those situ-

ations actually display.15–17 In one experiment, 

for instance, 68% of women asked to anticipate 

how they would respond to inappropriate job 

interview questions posed by a male interviewer 

(such as “Do you have a boyfriend?”) said they 

would refuse to answer the questions, yet none 

of the women did so when actually placed in 

that situation.17

Second, good intentions can lead to unintended 

unethical consequences simply because ancil-

lary outcomes are overlooked.18 People who 

help a friend get a job with their employer, 

for example, may fail to realize that this act of 

ingroup favoritism also harms those outside 

their social network.19 Harm can therefore be 

done while intending to help.

Overestimating the power of good intentions 

can impede sensible policies to curb unethical 

behavior by causing people to dismiss institu-

tion safeguards as unnecessary. For instance, 

surveys of doctors and financial planners find 

that both groups think that conflict-of-interest 

policies are necessary for other professions but 

not for their own group.20 When people think 

that they and their colleagues have good inten-

tions and that people in their profession can be 

trusted to do what is right, they may unwisely 

view ethical safeguards as onerous and useless.

Myth 3: Ethical Reasoning 
Drives Ethical Behavior
Conventional wisdom suggests that ethical 

reasoning causes ethical action, but behavioral 

scientists routinely find that ethical reasoning 

also follows from behavior—serving to justify, 

rationalize, or explain behavior after it has 

occurred.21,22 People generate sensible expla-

nations for choices they did not make,23 invent 

post hoc arguments to justify prior choices,24 

and evaluate evidence they want to believe 

using a lower evidentiary standard than they 

apply to evidence they do not want to believe.25

To the extent that policymakers exaggerate the 

causal power of ethical reasoning, they will also 

likely overestimate the power of ethics training 

programs (standard in many organizations) 

to change behavior. Indeed, a survey of over 

10,000 representative employees from six large 

American companies found that the success of 

ethics or compliance programs was driven more 

by social norms within the organization than by 

the content of these training programs.26

Collectively, these three myths matter because 

they exaggerate the degree to which ethical 

behavior is driven by beliefs and can therefore 

be improved by instilling the right values and 

intentions in people. Each of the myths contains 

some element of truth—unethical values and 

intentions can at times guide unethical behav-

iors, and reinforcing ethical principles has some 

value. But these myths also oversimplify reality 

in a way that can lead policymakers to overlook 

other forces in a person’s immediate context 

that shape ethical behavior. Policymakers who 

realize that encouraging ethics is not just a belief 

“Improving ethics often 
requires altering the type of 
situation a person is in, not 
simply altering the type of 
people in a given situation”  



a publication of the behavioral science & policy association	 77

problem but also a design problem can increase 

ethical behavior by changing the contexts in 

which people live and work. Here’s how.

Ethical Design for a 
Human Mind
For systems to be effective, they must be tailored 

to fit the properties of their users. Policies that 

encourage ethical behavior should therefore 

be designed around three basic psychological 

processes that guide human behavior: attention, 

construal, and motivation (see Table 2). That 

is, policies should be designed to help people 

keep ethical principles top of mind (attention), 

encourage people to interpret and under-

stand the ethical ramifications of their behavior 

(construal), and provide opportunities and 

incentives to pursue ethical goals (motivation).

Attention: Make Ethics Top of Mind
Attention operates like a spotlight rather than 

a floodlight, focusing on a small slice of all 

possible relevant information. Because atten-

tion is limited, decisions are guided by whatever 

information is most accessible at the time the 

decision is made. An otherwise ethical person 

might behave unethically simply by failing to 

consider the ethical implications of his or her 

actions.

The limited nature of attention implies that 

designing environments to keep ethics top of 

mind should increase the likelihood of ethical 

behavior. In one field experiment with a U.S. 

automobile insurance company, customers 

signed an honor code either before or after 

completing a policy-review form that asked 

them to report their current odometer 

mileage.27 Drivers reported their odometer 

reading more honestly when they signed the 

honor code before reporting their mileage. This 

kind of simple design change keeps honesty top 

of mind and can have a meaningful impact on a 

person’s actions.28

An effective ethical system triggers people to 

think about ethics routinely. Such systems can 

include ethical checklists that are consulted 

before making a decision,29 messaging that 

makes ethical principles salient in the environ-

ment,30 or heuristics within an organization 

that can become repeated mantras for ethical 

action.31 Warren Buffett, for instance, asks 

his employees to take the “front page test” 

before making any important decision: “I want 

employees to ask themselves whether they are 

willing to have any contemplated act appear 

the next day on the front page of their local 

paper—to be read by their spouses, children 

and friends—with the reporting done by an 

Table 2. Ethical design principles
Ask the following questions when devising systems intended to foster ethical behavior.

Question Policy implication

Attention: Are ethics top of mind?

People have limited attention and are guided by information 
that is accessible, or top of mind, at the time a decision is 
made. People sometimes act unethically simply because they 
fail to consider the ethical implications of their behavior.

Effective systems induce people to think about ethics routinely. 
Examples of triggers include ethics checklists filled out before 
making a decision, messages that make ethical principles 
salient in the environment, or heuristics that can become 
repeated mantras for ethical action.

Construal: Are people asking, “Is it right”?

How people behave is influenced by how they interpret—or 
construe—their environment. Altering the construal of an event 
can dramatically affect behavior by redefining what constitutes 
appropriate conduct. 

Ethical systems encourage ethical construals. Inducing 
employees to ask themselves “Is it right?” rather than “Is 
it legal?” should lead to an increase increase in prosocial 
behavior.

Motivation: Are you using prosocial goals?

Social incentives, such as a desire to help or connect with 
others, can be used to motivate behaviors that naturally align 
with ethical practices.

Systems that foster ethical behavior create opportunities for 
people to do good for others and highlight the good that 
others are doing to establish more ethical norms. Instead 
of focusing on ethical failures, organizations should call out 
ethical beacons—exemplary ethical behaviors—for others to 
emulate.
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informed and critical reporter.”32 The key is to 

make sure that ethics are brought to mind by 

either well-learned heuristics or environmental 

triggers at the very time that people are likely to 

be contemplating an ethical decision.

Effective ethical systems can be contrasted with 

environments that obscure ethical consider-

ations or chronically highlight goals that push 

ethics out of mind. Enron, for instance, famously 

had its stock price prominently displayed 

throughout the company, including in its eleva-

tors, whereas its mission statement, which 

highlighted ethical principles, was unmemo-

rable, boilerplate, and prominently displayed 

nowhere in the company.33

Construal: Encourage People 
to Ask, “Is It Right?”
If you have ever watched a sporting event with 

a fan of the opposing team, you know that two 

people can witness the same event yet see very 

different things. How people behave is a func-

tion of how they interpret—or construe—their 

environment.

To understand the power of construal, consider 

a simple experiment in which two partici-

pants play a simple economic game.34 In this 

game, both players simultaneously choose 

to cooperate or defect. Participants can earn 

a moderate amount of money if both opt to 

cooperate, but each player has the opportunity 

to earn more by defecting; however, joint defec-

tion leaves both players worse off than if both 

had cooperated. This task models a common 

tension in real-world exchanges between coop-

eration and exploitation. Yet simply changing 

the name of the game while keeping all other 

aspects identical (including monetary payoffs) 

had a dramatic impact on cooperation rates. 

Roughly 30% of participants cooperated when 

it was called the Wall Street Game, whereas 70% 

cooperated when it was called the Commu-

nity Game. Although a name may seem like a 

trivial detail, altering the construal of an event 

can dramatically affect behavior by redefining 

appropriate or expected conduct for oneself 

and others.

At times, organizations seem to exploit the 

power of construal to deter ethical behavior. 

For instance, in the midst of serious vehicle 

safety concerns at General Motors, company 

representatives actively encouraged employees 

to avoid ethical interpretations of the safety 

issues when communicating with customers. 

In one illustrative case, materials from a 2008 

training seminar instructed employees on 

euphemisms to replace ethically relevant terms 

when conversing with customers.35 Instead of 

using the word safety, employees were to say, 

“has potential safety implications.” Instead of 

terms with clear moral implications, employees 

were to use technical terminology, saying that 

a product was “above specifications” or “below 

specifications” rather than “safe” or “unsafe.” 

Such instructions make it easier for employees 

to construe their behavior in ways that permit 

unethical behavior.

Failing to emphasize ethical construals is also 

where well-intentioned programs meant to 

ensure compliance with laws and regulations 

can go wrong in organizations. These programs 

usually focus on whether an action is legal or 

illegal, not whether it is ethically right. Encour-

aging employees to ask themselves “Is it legal?” 

rather than “Is it right?” could inadvertently 

promote unethical behavior. Andy Fastow, 

former chief financial officer of Enron, high-

lighted this disconnect when he looked back 

on his own acts of accounting fraud: “I knew it 

was wrong. . . . But I didn’t think it was illegal. 

I thought: That’s how the game is played. You 

have a complex set of rules, and the objec-

tive is to use the rules to your advantage.”36 

As he remarked in a presentation, “The ques-

tion I should have asked is not what is the rule, 

but what is the principle.”37 To foster ethical 

behavior, systems need to encourage ethical 

construals.

Motivation: Use Prosocial Goals
A truism of human behavior is that people do 

what they are incentivized to do. The challenge 

is to understand the specific goals that people 

hold at any given time and use the right kinds of 

incentives to shape behavior.

40
Percentage point increase

in people who cooperated 
in a game when its name 

was changed from 
“Wall Street Game” to 
“Community Game”

$3.08 for every $1

The lost market value to 
a firm fined for unethical 
behavior relative to the 

fine is $3.08 for every $1

13%
Drop in mine injuries 

after requiring firms to 
report safety records in 

financial statements 
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The most common approach to motivating 

behavior, including ethical behavior, is to 

provide material incentives. Although financial 

rewards and punishments can be productive 

under the right circumstances, an approach 

based on extrinsic incentives alone presumes 

that people lack meaningful prosocial motiva-

tion to begin with: to be encouraged to behave 

ethically, they must be compensated in some 

way beyond having the satisfaction of doing the 

right thing.

This presumption is often unwarranted. Proso-

cial motives, such as a desire to help or connect 

with others, can be used to encourage behaviors 

that naturally align with ethical practices. In one 

experiment, fundraisers at a university alumni 

call center worked significantly harder and raised 

significantly more money after having a short 

question-and-answer session with a benefi-

ciary.38 In another experiment, sales employees 

performed better after receiving a bonus to be 

spent on another member of their team than 

they did after receiving a bonus meant to be 

spent on themselves.39 Finally, a field experi-

ment asking one group of managers to perform 

random acts of kindness for employees over a 

1-month period found significant reductions 

in depression rates among these managers 4 

months after the intervention ended.40

The importance of social motivation can also 

be seen in the surprising power of social norms 

to shape behavior. Behavioral science repeat-

edly demonstrates that people mostly conform 

to what others around them are doing.41 This 

insight can be used to motivate people for 

good, to the extent that ethical norms are high-

lighted.42 For example, in an effort to increase 

tax compliance, the UK Behavioral Insights Team 

(at the time, a division of the British government 

devoted to applying behavioral science to social 

services) sent delinquent taxpayers letters with 

different messages encouraging them to pay 

their taxes. The most effective letter was the 

one informing individuals that “Nine out of ten 

people in the UK pay their tax on time. You are 

currently in the very small minority of people 

who have not paid us yet.”43

The power of social norms in shaping ethical 

behavior has an important implication. Discus-

sions about ethics often focus on unethical 

behavior—on crimes and other unethical 

things people are doing. Such discussions are 

like black holes, attracting people to them and 

potentially encouraging similar behavior. What 

is more constructive is to focus on ethical 

beacons—examples of admirable behavior 

among individuals, groups, or companies. 

Public service announcements, company 

newsletters, and other sources of information 

intended to encourage ethical behavior should 

call out exemplary ethical behavior that others 

can strive to emulate. To foster ethical behavior, 

then, policymakers should create opportunities 

for people to do good for others and should 

establish ethical norms by highlighting the good 

that others are already doing.

An Ethical Organization, 
by Design
An ethical system is an environment designed 

to keep ethics top of mind, make ethics central 

to the framing of policies and initiatives, and 

increase prosocial motivation. Design details 

must be guided by an organization’s mission 

and by a well-crafted mission statement that 

features a small number of key principles. Prac-

tices, in turn, should be aligned with the stated 

principles as part of an organization’s strategy 

for success. These principles must go beyond 

maximizing short-term shareholder value to 

focus, instead, on enabling long-term sustain-

ability of the entity and its ethical actions.

Of course, policy changes inspired by an organi-

zation’s core values will not produce a perfectly 

ethical organization, just as a well-designed 

“sales employees performed better after receiving a bonus to 
be spent on another member of their team than they did after 
receiving a bonus meant to be spent on themselves” 
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bridge based on fundamental engineering prin-

ciples cannot eliminate all safety risks. Ethical 

systems are intended to create the kind of envi-

ronment that makes ethical behavior easier and 

therefore more frequent. At a practical level, 

policymakers can incorporate ethical design 

principles into the major drivers of behavior 

within their organizations: procedures for hiring 

and compensating employees, maintaining the 

entity’s reputation, and carrying out day-to-day 

operations.

Hiring
Interviews are typically meant to identify the 

best person for a job, although their ability to 

do so is notoriously limited.44,45 Interviews and 

onboarding procedures can, however, also serve 

as an acculturation tool that communicates an 

organization’s ethical values to prospective 

employees and highlights the importance of 

those values to current employees.

Interviews can be designed around ethics by 

asking questions that make an organization’s 

commitment to ethics clear to prospective 

employees. Johnson & Johnson, for instance, 

has a number of questions relating to its 

well-known credo (which pledges to priori-

tize the needs of the people it serves) that are 

put to potential employees during the inter-

view process. For example, when discussing 

the company’s commitment to customers, 

interviewers may ask potential employees to 

describe a time they identified and addressed 

an unmet customer need. Interviews designed 

around an organization’s principles, including its 

ethical principles, can bring ethics to everyone’s 

attention, encourage construal of behavior in 

terms of ethical principles, and signal that the 

organization considers ethical behavior to be 

an important source of motivation for both 

current and new employees. Even though job 

interviews may be poor tools for identifying and 

selecting the right employees, they can be used 

to communicate a company’s values at a critical 

point in an employee’s acculturation process. 

An organization that has its representatives 

ask about ethics during an interview signals its 

concern for ethics on the job.

Compensation
Organizations can design financial reward 

systems to encourage ethical behavior in two 

different ways. First, organizations can reward 

ethical behavior directly, such as through 

scorecards that translate ethical values into 

measurable actions. Southwest Airlines, for 

instance, designs its executive compensation 

scorecard around the company’s four primary 

values. To reward executives for upholding 

the value “Every Employee Matters,” the airline 

compensates them for low voluntary turnover. 

By linking compensation to keeping employees 

at the company, Southwest tries to create an 

incentive for bosses to contribute to a valuable 

prosocial outcome.

Second, organizations can provide opportunities 

for employees to satisfy preexisting prosocial 

motivations. People tend to feel good when 

they are also doing good for others,46,47 and 

they also do good to maintain a positive repu-

tation in the eyes of others.48 Organizations can 

provide opportunities to satisfy both motives 

by allowing employees to reward one another, 

by facilitating random acts of kindness, or by 

offering employees time to engage in proso-

cially rewarding work that is aligned with the 

organization’s values. In one field experiment, 

Virgin Atlantic rewarded its pilots for achieving 

a fuel-efficiency goal by giving a relatively small 

amount of money to the pilot’s chosen charity.49 

This prosocial incentive increased pilots’ 

reported job satisfaction by 6.5% compared with 

the pilots in the control condition, an increase 

equivalent to the observed difference in job 

satisfaction between those who are in poor 

health and those who are in good health. The 

good news for organizations and policymakers 

is that these prosocial incentives usually cost 

little or nothing and yet can have meaningful 

effects on well-being and behavior.

Reputation Management
People, including those who run organizations, 

care about their reputation in the eyes of others, 

because that reputation affects how they are 

treated. In one economic analysis, compa-

nies fined by the U.S. Securities and Exchange 

Commission for unethical behavior lost $3.08 

in market share for every $1 they were fined, 
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with these larger losses coming from the repu-

tational consequences of being identified as a 

lawbreaker.50 Policymakers who are designing 

ethical systems can capitalize on the reputa-

tional concerns of companies and employees 

to foster ethical behavior. For instance, they 

can ensure that an organization’s reputation is 

measured and that the results are public and 

transparent.

At the individual level, many organizations 

already conduct annual climate or culture 

surveys that can be used to measure percep-

tions of ethical behavior within the organization. 

Behavioral science suggests that reporting 

these ethical evaluations within the organiza-

tion or using them as part of the performance 

review process is likely to increase ethical 

behavior among employees, so long as making 

unfounded accusations can be minimized (such 

as when an independent agency monitors 

violations).

The public sector can also implement policies 

that enhance corporate ethics. Policies that 

mandate public disclosure of companies’ prac-

tices often directly improve ethical behavior 

across an entire industry. For example, the 

Ministry of Environment, Lands and Parks of 

British Columbia, Canada, publishes a list of 

firms that have failed to comply with existing 

regulations. An empirical analysis found that 

publishing this list of polluters had a larger 

impact on subsequent emissions levels and 

compliance status than did fines and penalties 

associated with noncompliance.51,52

Similarly, publishing workplace safety records, 

thus making them more noticeable, can 

produce significant decreases in workplace inju-

ries. One analysis found that a new requirement 

to report mine-safety records in financial state-

ments produced an 11% drop in mine-related 

citations and a 13% drop in injuries.53 Reputation 

systems have also been effective at increasing 

hygienic standards at restaurants54 and adher-

ence to clean drinking water standards by utility 

companies:55 In Los Angeles, hygiene grading 

cards have caused restaurants to make hygiene 

improvements, and, in Massachusetts, requiring 

community water suppliers to inform consumers 

of violations of drinking-water regulations led to 

a reduction in violations. Policymakers typically 

focus on financial or legal incentives to shape 

behavior, but clearly reputational concerns can 

serve as a third powerful class of incentives.

Operations
Designed properly, daily operations can also 

offer opportunities to reinforce ethical values by 

keeping ethical considerations top of mind and 

making it easier to behave ethically. These goals 

can be facilitated by using organizational prac-

tices that compensate for cognitive limitations 

(that is, cognitive repairs), such as reminders, 

checklists, and visible statements relating to 

personal responsibility.56–59

These cognitive repairs must be timely to be 

effective, bringing ethical considerations to 

mind at the time a person is making a decision 

with ethical implications. One field experiment 

highlights the importance of timeliness. In this 

study, hotel valets either reminded drivers to 

wear their seat belt when the valet ticket was 

turned in (about a 6-minute delay), reminded 

drivers to wear their seat belt as they entered the 

car, or provided no reminder at all.60 Only the 

immediate reminders had a noticeable impact 

on behavior. Drivers who received the reminder 

6 minutes before starting their car were no 

more likely to fasten their seat belts than were 

drivers who received no reminder at all.

Cognitive repairs must also make the ethical 

consequences of one’s actions obvious. In one 

series of experiments, researchers found that 

“publishing this list of 
polluters had a larger impact 
on subsequent emissions 
levels and compliance 
status than did fines and 
penalties associated with 
noncompliance”  
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physicians were more likely to follow a stan-

dard handwashing protocol when signs at the 

handwashing stations reminded them about the 

consequences for patient safety (“Hand hygiene 

prevents patients from catching diseases”), 

compared with signs that provided instructions 

for handwashing or emphasized personal safety 

(“Hand hygiene prevents you from catching 

diseases”).61 The goal of these design solutions is 

to create an environment where ethical consid-

erations are such a routine part of day-to-day 

interactions that they become automatic habits 

ingrained in the organization’s cultural practices.

Conclusion
In writing about the 2007–2008 financial crisis, 

New Yorker reporter John Cassidy noted that he

angered some people by suggesting that 

. . . [the] Wall Street C.E.O.s involved in the 

run-up to the financial crisis were “neither 

sociopaths nor idiots nor felons. For the 

most part, they are bright, industrious, not 

particularly imaginative Americans who 

worked their way up, cultivated the right 

people, performed a bit better than their 

colleagues, and found themselves occu-

pying a corner office during one of the 

great credit booms of all time.”62

That this statement angered so many people 

illustrates how conventional wisdom often 

treats ethics as a belief problem: that unethical 

behavior is caused by individuals with unethical 

values or intentions.

However, the empirical evidence paints a more 

complicated picture: Unethical behavior is also 

caused by momentary thoughts, interpretations, 

and social context. As a result, a more accurate 

and constructive approach for policymakers is 

to treat ethical behavior as a design problem. 

Designing environments that keep ethics top 

of mind, encourage ethical construals, and 

strengthen prosocial motivations is essential for 

helping to keep otherwise good people from 

doing bad things.
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