What Are the Perils of Voluntary Compliance?

INTRODUCTION

This chapter will discuss some of the potential disadvantages of utilizing volun-
tary compliance. For example, when relying on voluntary compliance, which is
based on limited monitoring and enforcement by the state, an increase in inequality
between “good” and “bad” people may rise, as many people will continue to obey
while others might not. This could lead to a situation where there is a growing gap
between the formal law and social norms. In addition, while in previous chapters
the notions of voluntary compliance and trust-enhancing regulatory approaches
were associated with substantial changes in trust in society, this chapter focuses on
their potential harmful effects to society and the rule of law. For example, if govern-
ments need to persuade people that laws should be obeyed, then this practice may
be counterproductive as it expects states to be more intrusive. Of course, in many
studies on factors such as legitimacy and fairness, where states behave in a trustwor-
thy way, changing people’s attitudes toward the law by explaining its importance is
not always necessary.!

In addition, this chapter will examine to what extent the reduction in the usage
of sanctions by states will be replaced by nonformal sanctions which could, in some
contexts, be more problematic than formal sanctions (e.g., reliance on reputation
might be more harmful to some people than to others).> While most of the dis-
cussion on crowding out assumes some interplay between extrinsic sanctions and
intrinsic motivation, we will argue that in many contexts this could be the opposite,
where formal sanctions will be replaced by informal ones.> Those sanctions, while

1

Tyler, Tom R. Why people obey the law. Princeton University Press, 2006. See also Tyler, Tom R.
“Evaluating consensual models of governance.” Nomos 61 (2019): 257-292.

Charny, David. “Nonlegal sanctions in commercial relationships.” Harvard Law Review 104.2 (1990):
373—467. On the variation problem see Cooter, Robert, and Ariel Porat. “Should courts deduct non-
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122 Can the Public Be Trusted?

being somewhat more effective and less costly to enforce, could have far more prob-
lematic results in terms of procedure, evidentiary rules, and proportionality.t Many
of the discussions about the power of communities and social norms are such that
there is a very limited opportunity to understand the control mechanisms at play.
For example, there is a great variation in the strictness of the community in which
one lives. Community-based governance can lead to significant variations in how
closely people’s behavior is monitored.

HETEROGENEITY: THE CHALLENGE TO VOLUNTARY COMPLIANCE

Given the expected heterogeneity in population response, the main challenge for
policymakers will be how this gap affects the level of trust both among coopera-
tors and among noncooperators as well as regarding the interaction between them.
Furthermore, as discussed in the next paragraph, research on cooperation shows that
many of the cooperators are, in fact, conditional cooperators,® and hence at a certain
point, many may shift their behavioral patterns based on the cooperation of others.
To that end, estimating what proportion of the population are conditional coop-
erators is difficult. In one of the most influential papers on this topic, Fischbacher
and colleagues demonstrate that 5o percent of participants in public good experi-
ments are conditional cooperators — individuals who increase their contributions
when they observe higher average contributions from other group members.” While
many studies in this field identify a substantial proportion of conditional coopera-
tors in their populations, they often refrain from specifying exact percentages. This
approach is understandable, as the precise proportion of conditional cooperators
can vary significantly based on multiple factors, including experimental design, cul-
tural context, and participant demographics.®

Conditional cooperators make up a significant portion of participants in public
goods experiments, with estimates ranging from 25 percent to 62 percent. These
individuals exhibit sophisticated behavior, adjusting their contributions based on
others” actions to maximize group earnings while avoiding inefficient outcomes.?

4 Frye, Harrison. “The problem of public shaming.” Journal of Political Philosophy 30.2 (2022): 188—208.

5 Bliss, John, et al. “Community-based ecosystem monitoring.” Journal of Sustainable Forestry 12.3—4

(2001): 143-167.

Fischbacher, Urs, Simon Gichter, and Ernst Fehr. “Are people conditionally cooperative? Evidence

from a public goods experiment.” Economics Letter 71.3 (2001): 397—404. In that paper, focusing on

one-shot public goods, the authors argue that half of the subjects could be seen as conditional coop-

erators and about third of the subjects as free riders.

7 Fischbacher, Urs, Simeon Schudy, and Sabrina Teyssier. “Heterogeneous reactions to heterogeneity

in returns from public goods.” Social Choice and Welfare 43 (2014): 195-217.

See also Zhang, Huanren, and Matjaz Perc. “Evolution of conditional cooperation under multilevel

selection.” Scientific Reports 6.1 (2016): 1-13.

9 Fallucchi, Francesco, R. Andrew Luccasen II, and Theodore L. Turocy. “The sophistication of con-
ditional cooperators: Evidence from public goods games.” Games and Economic Behavior 136 (2022):
31-62.
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Their decisions are influenced by both financial incentives and social norms, dem-
onstrating a nuanced understanding of social dilemmas. Conditional cooperators
demonstrate increased contributions when informed about the presence of other
cooperative individuals in their group. This behavioral pattern indicates that transpar-
ency regarding group composition could effectively promote cooperation. However,
the strategic interactions between conditional cooperators can produce complex out-
comes — potentially enabling free-riding behavior or transforming collective action
situations into coordination problems. The research also highlights the importance
of distinguishing genuine conditional cooperation from confusion-driven behavior
or a general tendency to follow others." These findings underscore the need for care-
ful consideration of the heterogeneity in cooperative behaviors when designing poli-
cies or interventions aimed at promoting collective action in public goods scenarios.

To deal with the negative consequences of an approach focusing on intrinsic
motivation or even just coercion-free voluntary compliance, states will, in certain
contexts, still need to employ monitoring mechanisms to determine if they can
continue with the “hands-off” approach. As such, states must maintain oversight
to prevent exploitation of trust-based regulation — essentially adopting a “trust but
verify” approach. However, this oversight may diminish some of the efficiency
benefits that pure trust-based systems aim to achieve. Furthermore, voluntary com-
pliance could lead to situations where there could be what has been termed a
“chilling effect,” where some people might be unsure of what is expected of them
and, ultimately, comply to a greater extent than is required.” For example, peo-
ple might cover their faces with masks even in contexts where the risk is minimal.
Alternatively, others may enjoy the more lenient approach and would comply less,
leading to a situation where “good” law-abiding people will suffer more, while
“bad” people will suffer less.

Such a shift may suggest that the gap between good doers and bad doers will only
arise when regulatory approaches, primarily relevant to the bad doers, are reduced.
Within a simple schematic perspective of “good” and “bad” doers, the undermining
of extrinsic measures and the increase of intrinsic measures, as part of the voluntary
compliance approach, creates an unbalanced approach toward the population. Part
of the regulatory dilemma is that current research on the proportion of good and
bad doers is quite limited. Even in well-studied, easy-to-quantify contexts such as tax
evasion, where states could reasonably be expected to know how many people evade
taxes, it is very hard for policymakers to come up with concrete numbers as to how
many tax evaders there are.” The net benefit of transitioning to trust-based regulation

For a different view see Chaudhuri, Ananish, and Tirmud Paichayontvijit. “Conditional cooperation
and voluntary contributions to a public good.” Economics Bulletin 3.8 (20006): 1-14.

Youn, Monica. “The chilling effect and the problem of private action.” Vanderbilt Law Review 66
(2013): 1473-1540.

Slemrod, Joel. “Cheating ourselves: The economics of tax evasion.” Journal of Economic Perspectives
21.1 (2007): 25—48.
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124 Can the Public Be Trusted?

depends on two key factors: the proportion of compliant versus noncompliant actors
in society for the regulated activity and the relative social and behavioral benefits
of voluntary compliance compared to the costs of reduced enforcement efforts
associated with voluntary compliance. A responsible regulation with a sequential
approach that uses increasingly severe enforcement actions is clearly not a perfect
solution, as the information on who will cooperate in each situation is missing and
can even be misleading.

An additional point of concern regarding voluntary compliance relates to the def-
inition of compliance as based on intrinsic motivation. If the state needs to cause
people to intrinsically believe in the law, this may require the state to engage in a
far more intrusive process of educating people and leading them to see the value in
obeying. Thus, the state will need to not only cause people to change their behavior
but also their belief system, a far more problematic process from many points of view.

There is, of course, a difference between the state providing information on how
tax revenue is used versus attempting to explain the reasoning behind a certain law.
The latter could raise concerns about a slippery slope, where states feel compelled to
shape public beliefs to align with government policies. However, if the state focuses
solely on regulating behavior rather than attempting to influence attitudes, the fear
of brainwashing is diminished. By not viewing itself as responsible for aligning pub-
lic attitudes with state values, the government can avoid overreach.

Indeed, if the state aligned its laws to fit with the values of society, rather than
the other way around,’ this is clearly something that doesn’t raise the criticism sug-
gested. However, the focus of the argument regarding the fear of intrusive interven-
tion is the reverse, where states would have chosen to change public preferences.
For example, during the COVID pandemic, many individuals’ preferences were
to move openly, engage in social interactions, and fly abroad. States needed to
demonstrate to their citizens how noncompliance would undermine public health
efforts to contain the pandemic. While often overlooked in behavioral public pol-
icy literature, this process of building public understanding is central to enhanced
approaches to nudge theory such as the “nudge plus.”** The need to focus on delib-
eration and reflection, rather than merely changing behavior, becomes evident
when we consider the implications of people internalizing values differently.

When governments attempt to project trustworthiness, particularly when unwar-
ranted, it raises significant ethical concerns. Such behavior may mask ulterior
motives behind a facade of public trust. When a regime relies solely on public good-
will for cooperation, it might resort to manipulation — alternating between propa-
ganda and appeasement to secure public support.

3 This is related, of course, to the discussion about literature on whether laws are created by societal
norms or whether the state creates societal norms (e.g., Hart’s theory discussion in Chapter 11).

4 Banerjee, Sanchayan, and Peter John. “Nudge plus: Incorporating reflection into behavioral public
policy.” Behavioral Public Policy 8.1 (2024): 69—84.
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VOLUNTARILY COOPERATING: VARIANCE IN PEOPLE’S RESPONSES

As stated in the introduction, this chapter focuses on how people react differently to
law in the absence of sanctioning systems.

Even with current enforcement approaches, there is significant variation in how
people respond to legal requirements. Some individuals are more adept at evading
enforcement and more likely to do so based on factors like their attitudes toward risk
and their respect for the rule of law."> Therefore, concerns about distributive justice
are not unique to voluntary compliance or reduced coercive measures.

Various theories of social preference compare people’s preference to cooperate,
free ride, and respond to cooperation (conditional cooperators).’® Given the preva-
lence of conditional cooperators discussed, governments that wish to treat the public
using trust-based approaches face a significant challenge. However, the argument
put forward here is that without extrinsic motivation such as sanctions, there is more
room for intrinsic motivation to influence cooperation. As suggested with regard to
the existence of different types of cooperators — conditional ones, those who tend to
free ride, and those who always comply — intrinsic motivation is expected to have far
greater variation between people based on their personalities, culture, and contex-
tual factors.”7 In contrast, price as affecting compliance, being external to the per-
son, is more likely to create equalization between people,™® even if their economic
status obviously differs.

This heterogeneity could create a few problems:

First, the proportion of wrongdoers may be too high to be tolerated by the state,
leading to increased costs to the majority of the public.

Second, many cooperators are what’s called conditional cooperators,’ where
their cooperation depends on that of others.*® With an increase in the number

5 Bogaert, Sandy, Christophe Boone, and Carolyn Declerck. “Social value orientation and coopera-
tion in social dilemmas: A review and conceptual model.” British Journal of Social Psychology 47.3
(2008): 453—480; Heilman, Renata M., and Petko Kusev. “Personal values associated with prosocial
decisions.” Behavioral Sciences 10.4 (2020): 77-86.

Fischbacher, U., and Gichter, S. “Social preferences, beliefs, and the dynamics of free riding in pub-
lic good experiments.” American Economic Review 100 (2010): 541-556.

7 Fine, Adam D., and Benjamin van Rooij. “Legal socialization: Understanding the obligation to obey
the law.” Journal of Social Issues 77.2 (2021): 367—391; Tyler, Tom R. “Multiculturalism and the will-
ingness of citizens to defer to law and to legal authorities.” Law & Social Inquiry 25.4 (2000): 983-1019;
Jiang, Shanhe, Yuning Wu, and Jin Wang. “Citizens’ obligation to obey the law: An empirical study
of Guangzhou, China.” International Journal of Offender Therapy and Comparative Criminology 57.4
(2013): 495-518.

Price effect is, of course, also dependent on factors which are different for different people, such as
income.

19 Fischbacher, Schudy, and Teyssier. “Heterogeneous reactions to heterogeneity in returns from public
goods.”

Chaudhuri and Paichayontvijit. “Conditional cooperation and voluntary contributions to a public
good.”
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126 Can the Public Be Trusted?

of wrongdoers who might exploit the trust given to them by the state, condi-
tional cooperators might follow and stop cooperating as well.*

Third, we might encounter a situation where people misinterpret the true content
of social norms, either due to false signals or overestimation of wrongdoing. As
a result, they might stop cooperating, not because others are actually uncoop-
erative, but because they believe others would likely not cooperate under less
scrutiny from authorities.

HETEROGENEITY IN HONESTY

Beyond differences in cooperation levels, there’s also significant variation in honesty
among people. This heterogeneity likely affects how much governments can trust
the public without more specific data on the distribution of cooperative and honest
individuals in each population.

In my previous book,” I examine differing accounts in the literature. Some stud-
ies suggest a substantial level of dishonesty albeit with variation across the different
experimental paradigms,* while Abeler and colleagues seem to believe that honesty
is less prevalent.” The relationship between honesty and cooperation is an impor-
tant consideration, as discussed in Chapters 1 and 2.2°

In that context of individual difference, Jacquemet and colleagues found that
individuals who engage in occasional or moderate dishonesty — rather than sys-
tematic lying — are influenced by a truth-telling oath as a nonprice commitment
device.”” Through experiments examining income reporting and tax declarations,
researchers used response time analysis and sequential decision patterns to dem-
onstrate that moderate dishonesty reflects a weak preference for profitable honesty.
The oath effectively transforms these occasional deceivers into committed truth-
tellers. However, in my work with Eyal Pe’er (discussed further in Chapter 4), we
discovered a broader effect: pledges reduced dishonesty more effectively than fines,
impacting even habitual liars. This effect proved consistent across multiple time
periods, varying degrees of dishonesty, and different individual characteristics.®

2]

Chaudhuri and Paichayontvijit. “Conditional cooperation and voluntary contributions to a public good.”
Fallucchi, Luccasen 111, and Turocy. “The sophistication of conditional cooperators.”

Feldman, Yuval. The law of good people: Challenging states’ ability to regulate human behavior.
Cambridge University Press, 2018.

* Gerlach, Philipp, Kinneret Teodorescu, and Ralph Hertwig. “The truth about lies: A meta-analysis on
dishonest behavior.” Psychological Bulletin 145.1 (2019): 1—44.

Abeler, Johannes, Daniele Nosenzo, and Collin Raymond. “Preferences for truth-telling.”
Econometrica 87.4 (2019): 1115-1153.

Kobis, Nils C., et al. “Intuitive honesty versus dishonesty: Meta-analytic evidence.” Perspectives on
Psychological Science 14.5 (2019): 778-790.

Jacquemet, Nicolas, et al. “Who'll stop lying under oath? Empirical evidence from tax evasion
games.” European Economic Review 124 (2020): 1-14.

Pe’er, Eyal, and Yuval Feldman. “Honesty pledges for the behaviorally based regulation of dishon-
esty.” Journal of European Public Policy 28.5 (2021): 761—781.
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WHAT IS THE PREVALENCE OF DISHONESTY IN SOCIETY?

Regarding the prevalence of dishonesty in society, research has examined statistics
on unethical behavior in the US.* For example, in a 2004 poll done by the popular
magazine Readers’ Digest,3* 93 percent reported engaging in one or more kinds of
dishonesty at work or school, such as calling in sick when not feeling ill (63 percent),
taking office supplies from work (63 percent), and lying on their résumés (18 percent).

In contrast to the perspective which views unethicality as prevalent and conta-
gious among normative people, Abeler and colleagues combined data from ninety
experimental studies in economics, psychology, and sociology, and showed that, in
fact, people lie surprisingly little.3 The study’s empirical evidence suggests that a
preference for being seen as honest is the main motivation for truth-telling.

Similarly, Ostrom presents a comprehensive overview of research, and some of
the key insights include the fact that not all individuals are purely rational ego-
ists and that social norms can evolve to support cooperation.?* For example, in a
prisoner’s dilemma experiment, 40 percent of the subjects ranked the cooperative
outcome higher than the outcome of defecting while the other cooperates, and
27 percent were indifferent between these outcomes, even though their individual
payoff was substantially higher in the latter. According to Ostrom, this finding con-
firms that not all players enter a collective action situation as pure forward-looking
rational egoists who make decisions based solely on individual outcomes. Some
bring with them a set of norms and values that can support cooperation. In addition,
Ostrom shows that conditional cooperators are apparently also a substantial propor-
tion of the population, with rates ranging from 40 to 6o percent.

In another important question regarding honesty from a more economist perspec-
tive, Gibson and colleagues sought to solve the question of whether the world is pop-
ulated by exactly two fixed types: economic types and ethical types, and whether there
is heterogeneity in the preferences of the people to lie or to tell the truth, depending
on consequences.? The type-based model and the model with heterogeneous prefer-
ences for truthfulness lead to very different implications.3* Therefore, it is important
to determine which of these two models offers a more accurate description of reality.

* Serota, Kim B., Timothy R. Levine, and Franklin ]. Boster. “The prevalence of lying in America:
Three studies of self-reported lies.” Human Communication Research 36.1 (2010): 2—25. https://static1
.squarespace.com/static/53143e7degbod2c24316913f/t/531ecasie4bobge27¢30717¢/1394526801975/
Serota_etal_2010_Few-Prolific_liars.pdf.

3° Kalish, Nancy. “How honest are you?” Reader’s Digest 164.981 (2004): 114-119.

3" Abeler, Nosenzo, and Raymond. “Preferences for truth-telling.”

3* Ostrom, Elinor. “Collective action and the evolution of social norms.” Journal of Economic
Perspectives 14.3 (2000): 137-158.

3 Gibson, Rajna, Carmen Tanner, and Alexander F. Wagner. “Preferences for truthfulness:
Heterogeneity among and within individuals.” American Economic Review 103.1 (2013): 532-548.

3 Gneezy, Url. “Deception: The role of consequences.” American Economic Review 95.1 (2005):

384-394.
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To address this question, they conducted a decision-theoretic laboratory experi-
ment in which each participant was placed in the situation of a CEO who had to
announce their firm’s earnings to a passive market. The participants were informed
of the true level of earnings. Participants were informed that misreporting higher
earnings was illegal but would result in larger payouts compared to truthfully
reporting their lower earnings. It was expected that economic types would always
lie in our experiment because truthfulness was designed to be economically costly;
also, it was expected that ethical types would always tell the truth.

They observed that, in a situation where the standard economic model predicts
that everybody will lie, 32 percent of the participants chose not to do so, thus for-
going a larger variable compensation. Importantly, the aggregate percentage of
truth-tellers decreased as the costs of truthfulness increased. That implies that the
marginal effect of a cost increase on the probability of an individual telling the
truth is significantly negative, even after controlling for various demographic and
psychological factors. These results are at odds with the type-based model but are
consistent with a model that posits heterogeneous preferences for truthfulness.
The models’ primary contribution, therefore, is to provide evidence for the notion
that people occupy a spectrum of preferences for truthfulness rather than only two
opposite positions.

WHY DO SO MANY PEOPLE CHEAT?

Competing literature varies between different meta-analysis studies, as well as in
more field-oriented studies that show that in certain contexts a large proportion of
the population lies.?> Jacobsen and colleagues present six main theories explaining
why people cheat:3°

1. The Economic Theory: This represents a rational approach to cheating,
where individuals weigh the costs and benefits of dishonest behavior.

2. The Moral Balance Theory: This introduces a psychological perspective,
suggesting that people engage in a form of ethical accounting, allowing them-
selves to cheat if they feel they have accumulated moral credit.

3. The Self-Maintenance Theory: This focuses on preserving one’s self-image,
indicating that individuals will cheat only to the extent that it doesn’t force
them to revise their self-perception as honest.

4. The Self-Justification Theory: This extends the idea of self-maintenance,
proposing that people can rationalize their cheating behavior, even after the
fact, to maintain cognitive consistency.

35 Gerlach, Teodorescu, and Hertwig. “The truth about lies,” 1.
30 Jacobsen, Catrine, Toke Reinholt Fosgaard, and David Pascual-Ezama. “Why do we lie? A practical
guide to the dishonesty literature.” Journal of Economic Surveys 32.2 (2018): 357-387.
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5. The Moral Disconnection Theory: This highlights the human capacity for
moral disengagement, where individuals exempt themselves from the ethical
standards they expect others to follow.

6. The Limited Morality and Moral Blindness Theory: This addresses the
role of awareness and self-reflection in ethical behavior, suggesting that some
individuals may cheat due to a lack of moral awareness or failure to critically
examine their own actions.

Together, these theories illustrate that cheating is not simply a matter of economic
calculation, but a complex interplay of psychological, moral, and cognitive factors
that can vary significantly across individuals and situations.

Jacobson and colleagues concluded that people regularly engage in dishonest
behavior, but that this behavior is highly malleable because it is sensitive to elem-
ents such as decision contexts, behavior of others, state of mind, and ego depletion.?”
In other words, changes in regulatory culture or industry norms can significantly
impact behavior. For instance, an industry where cutting corners becomes the norm
might see a rapid increase in such practices.

While the concept of conditional cooperators has been extensively studied, the
idea of conditional cheaters has received comparatively less attention.3® Despite this
imbalance in research focus, there are notable similarities between these two bodies
of literature. These similarities allow us to speculate that environmental factors likely
influence the prevalence of dishonesty in ways similar to how they affect cooperation.

The key contrast lies in the depth of research: conditional cooperation is well
documented, while conditional cheating, though studied,’” lacks the same level
of comprehensive investigation. However, the parallels between these phenomena
suggest that social and environmental cues probably shape dishonest behavior just
as they do cooperative behavior.

To sum up, research on heterogeneity of honesty and cooperation is diverse and
many models of human cooperation have accounted for the fact that different peo-
ple come with different motivations. However, individual differences are not the
only concern; equally important is the potential distributive effect when trust is
extended to those who shouldn’t be trusted. As we discuss in Chapter 7, this creates
a paradox: If privacy and autonomy considerations force us to trust everyone uni-
formly, we might ultimately end up trusting no one.

37 Cantarero, Katarzyna, and Wijnand A. P. Van Tilburg. “Too tired to taint the truth: Ego-depletion

reduces other-benefiting dishonesty.” European Journal of Social Psychology 44.7 (2014): 743-747.

Earley, Ryan L. “Social eavesdropping and the evolution of conditional cooperation and cheating

strategies.” Philosophical Transactions of the Royal Society B: Biological Sciences 365.1553 (2010):

2675-2686.

39 Innes, Robert, and Mitra Arnab. “Is dishonesty contagious?” Economic Inquiry 51.1 (2013): 722-734;
Gino, Francesca, Shahar Ayal, and Dan Ariely. “Contagion and differentiation in unethical behavior:
The effect of one bad apple on the barrel.” Psychological Science 20.3 (2009): 393—398.

38
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In line with the perception against dichotomy and for a spectrum, an important
study claims that there are more diverse profiles of liars than has been accepted so
far in the literature

In an experimental study examining dishonest behavior, participants were
instructed to roll a die, with financial rewards proportional to the reported outcome.
The findings revealed distinct patterns of honest and dishonest behavior. While one
group maintained complete honesty, others exhibited various forms of dishonest
behavior: Some participants rolled multiple times without misreporting (reporting
the first, less profitable result); others misreported their single roll; and a third group
both rolled multiple times and misreported their results.

The researchers identified a behavioral spectrum across these categories and
explored participants’ motivations. Of particular interest was the distinction between
those who repeatedly rolled until achieving their desired outcome versus those who
directly misreported results without rolling. This behavior suggests different psycho-
logical mechanisms regarding self-image maintenance when dealing with actual
versus hypothetical dishonesty.

The study demonstrated consistency in dishonest behavior profiles across dif-
ferent populations while highlighting that honesty is not a unidimensional trait.
Individuals often simultaneously violate rules while maintaining a self-perception of
honesty. This heterogeneity in honest behavior, previously considered problematic
for voluntary compliance, may inform the development of optimal policy solutions,
particularly in the context of Chapter 11’s compliance mechanisms.

HETEROGENEITY IN COMPLIANCE

The previous sections have discussed heterogeneity in prosocial behavior and dis-
honesty. Now, we’ll examine these factors in the context of compliance. Compliance
is not merely a combination of prosocial behavior and honesty; it also involves peo-
ple’s perceptions of their relationship with authority and their duty to obey the law. In
Chapter 2 we discussed the work of van Rooij and colleagues in the context of compli-
ance motivation, which is also important for the heterogeneity.# In that context, we
have examined variations in people’s sense of obligation to obey the law (OOL). The
OOL plays a vital role in people’s responses to the legal system and their compliance
decision-making. So far, most studies have linked the OOL to people’s experiences
and views of the legal system.# This chapter seeks to expand our understanding of

4 Pascual-Ezama, David, et al. “Cheaters, liars, or both? A new classification of dishonesty profiles.”
Psychological Science 31.9 (2020): 1097-1106.

# Fine, Adam, et al. “Rule orientation and behavior: Development and validation of a scale measuring
individual acceptance of rule violation.” Psychology, Public Policy, and Law 22.3 (2016): 314—329.

4 Suddaby, Roy, Alex Bitektine, and Patrick Haack. “Legitimacy.” Academy of Management Annals 11.1

(2017): 451-478.
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the OOL by analyzing how such variation relates to personal and moral differences,
differences in socialization in higher education, and differences in political prefer-
ences. Throughout a series of 4 studies with a total of 5,085 participants, Fine and
colleagues found that the OOL is not solely dictated by experiences with and percep-
tions of the legal system but is comparatively more related to personal and political
differences.® Indeed, as discussed in more detail in this paper, an important source of
variation between people in the US is related to political orientation, where conserva-
tive moral values, such as loyalty, authority, and purity,* may lead to a preference for
obedience,® stricter punishment, and more trust in law enforcement.# Research con-
sistently links political affiliation with perceptions of the law and law enforcement, ¥
with Republicans being more “tough on crime” compared to Democrats. One could
only predict that such variation will have a huge impact on heterogeneity in compli-
ance which might end up increasing the gap between the different political groups.
Such an increase in the gap might be exacerbated when accounting for the rise of
polarization in many countries around the world 4

Heterogeneity in Compliance Based on Age and Gender

Another area with lots of research on heterogeneity in compliance is driving viola-
tions, where both age and gender were shown to be significant. Research on driver
behavior has also indicated that there are some cross-cultural factors that affect com-
pliance.* A study exploring methods to reduce parking violations examined the
effectiveness of various strategies, including signage, warnings, volunteer patrols,
fines, and increased enforcement by police. The findings suggest that vertical signs,
particularly those warnings of severe financial consequences for illegal parking, can
lower the violation rate. However, low enforcement rates continue to be an issue.>®

# Fine, etal. “Rule orientation and behavior,” 314.

# Frimer, Jeremy A., Danielle Gaucher, and Nicola K. Schaefer. “Political conservatives” affinity for obedi-
ence to authority is loyal, not blind.” Personality and Social Psychology Bulletin 40.9 (2014): 1205-1214.

4 Gerber, Monica M., and Jonathan Jackson. “Authority and punishment: On the ideological basis of
punitive attitudes towards criminals.” Psychiatry, Psychology and Law 23.1 (2016): 113-134.

4 Pickett, Justin T. “Public opinion and criminal justice policy: Theory and research.” Annual Review
of Criminology 2.1 (2019): 405—428.

4 Unnever, James D., and Francis T. Cullen. “Executing the innocent and support for capital punish-
ment: Implications for public policy.” Criminology & Public Policy 4.1 (2005): 3-38; Moule Jr., Richard
K., Bryanna Hahn Fox, and Megan M. Parry. “The long shadow of Ferguson: Legitimacy, legal cyni-
cism, and public perceptions of police militarization.” Crime & Delinquency 65.2 (2019): 151-18z2.

48 Compare with Maman, Libby, Yuval Feldman, and Tom Tyler. “Polarization and voluntary com-

pliance: The impact of ideological extremity on the effectiveness of self-regulation.” Regulation &

Governance (in press) on trust-based regulation in polarized counties.

Sagberg, Friduly, et al. “A review of research on driving styles and road safety.” Human Factors

57.7 (2015): 1248-1275. For more discussion on the interaction between culture and compliance see

Chapter 6.

5 Fletcher, Donna. “Illegal parking in spaces reserved for people with disabilities: A review of the
research.” Journal of Developmental and Physical Disabilities 8 (1996): 151-165.

4

N
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Furthermore, a survey of 3,360 drivers” parking habits revealed that the frequency
of illegal parking decreased after fines were introduced. Notably, males and young
drivers have consistently demonstrated a higher likelihood of illegally parking in
spaces reserved for people with disabilities.> While insurance companies are known
to use both age and gender in their car insurance practices, it is less clear that regu-
lators can use age and gender as factors in their approaches.>

HETEROGENEITY IN MORAL REASONING

The propensity to morally disengage refers to an individual’s tendency to use cog-
nitive mechanisms that allow them to distance themselves from their own uneth-
ical actions. It involves a set of cognitive processes that enable individuals to
justify or rationalize their unethical behavior, thereby reducing feelings of guilt or
responsibility.53

Moral disengagement is a common phenomenon that can be found in all seg-
ments of society. Drawing on Bandura’s moral disengagement theory,>* research has
examined this phenomenon across schools, businesses, and prisons. For example, a
study found that 85 percent of college students used moral disengagement strategies
to justify cheating on exams.>

In the seminal work by Moore and colleagues,*® they examined the influence of
individuals’ propensity to morally disengage on a broad range of unethical organi-
zational behaviors. They concluded that considering an individual’s propensity for
moral disengagement can help in understanding and predicting a wide range of
undesirable behaviors. This variation in moral disengagement acts as another pre-
dictor of behavior. Consequently, without enforcement, we are likely to see a much
greater gap between people’s actions.

HETEROGENEITY IN SOCIAL VALUE ORIENTATION

As discussed in Chapter 3, social value orientation plays a crucial role in predicting
cooperative behavior and compliance. Within the Big Five personality model, social

' Fletcher, Donna. “A five-year study of effects of fines, gender, race, and age on illegal parking in
spaces reserved for people with disabilities.” Rehabilitation Psychology 40.3 (1995): 203-210.

5> However, see Ben-Shachar, Omri, and Ariel Porat, Personalized law: Different rules for different peo-
ple. Oxford University Press, 2021, as well as Chapter 7, for discussions about the use of technology in
improving personalized compliance.

53 Moore, Celia, et al. “Why employees do bad things: Moral disengagement and unethical organiza-
tional behavior.” Personnel Psychology 65.1 (2012): 1—48.

5+ Bandura, Albert. “Moral disengagement in the perpetration of inhumanities.” Personality and Social
Psychology Review 3.3 (1999): 193—209.

55 McCreary, Gentry Russell. The impact of moral judgment and moral disengagement on hazing atti-

tudes and bystander behavior in college males. The University of Alabama Press, 2012.

Moore, et al. “Why employees do bad things.”
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value orientation represents the most recent addition that is particularly relevant to
understanding voluntary compliance behaviors.*

Another important personality dimension related to cooperation is honesty-
humility, which appears as the first dimension in the HEXACO (honesty-humility
[H], emotionality [E], extraversion [X], agreeableness [A], conscientiousness [C],
and openness to experience [O]) personality model.?® This trait is defined as the
tendency to be fair, genuine, and sincere in dealing with others.

For example, Hilbig and Zettler investigated the predictive ability of the honesty-
humility personality trait in relation to economic and cooperative behavior.5® They
hypothesized that this trait would explain how individuals allocate valuable resources
between themselves and others in two different scenarios: the dictator game and
the ultimatum game.® Furthermore, they predicted that honesty-humility would
account for the differences in behavior between these two games, where the recipi-
ent’s power to retaliate varies.

Their study involved 134 participants and yielded results that supported both
hypotheses. Participants who scored low in honesty-humility made more self-
centered decisions and only shifted toward a more equitable distribution when the
other party had the power to punish uncooperative behavior. In contrast, those who
scored high in honesty-humility consistently chose a fairer allocation, even when
they could have acted selfishly without fear of repercussions.

Lastly, the study found that social value orientations partially mediated the observed
effects, suggesting that an individual’s preference for certain social outcomes played
a role in the relationship between honesty-humility and economic decision-making.

An additional study, by Lainidi and colleagues, found that people who were high
in honesty-humility were more likely to cooperate with others in a prisoner’s dilemma
game, even though they knew that they could potentially earn a larger reward by
defecting. This suggests that people who are high in honesty-humility are more likely
to cooperate with others, even when it is not in their best interests to do 50.%

In a meta-analysis of studies on the relationship between honesty-humility and
prosocial behavior, Fang and colleagues found that honesty-humility is positively
correlated with prosocial behavior such as helping others in need, cooperating with
others, and donating to charity.%

57 Hilbig, Benjamin E., and Ingo Zettler. “Pillars of cooperation: Honesty~humility, social value orien-
tations, and economic behavior.” Journal of Research in Personality 43.3 (2009): 516—519.

58 Ashton, Michael C., and Kibeom Lee. “The HEXACO model of personality structure and the impor-

tance of the H factor.” Social and Personality Psychology Compass 2.5 (2008): 1952-190z2.

Hilbig and Zettler. “Pillars of cooperation.”

Larney, Andrea, Amanda Rotella, and Pat Barclay. “Stake size effects in ultimatum game and dictator

game offers: A meta-analysis.” Organizational Behavior and Human Decision Processes 151 (2019): 61—72.

Lainidi, Olga, Eirini Karakasidou, and Anthony Montgomery. “Dark triad, impulsiveness and honesty-

humility in the prisoner’s dilemma game: The moderating role of gender.” Merits 2.4 (2022): 387-399.

Fang, Yuan, Yan Dong, and Lanran Fang. “Honesty-humility and prosocial behavior: The mediating

roles of perspective taking and guilt-proneness.” Scandinavian Journal of Psychology 60.4 (2019): 386-393.

59
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HETEROGENEITY OF SOCIAL NORMS

In other studies, conducted for example with Barak-Corren and Gidron,” we show
how pluralistic and nonhomogeneous are the effect of norms on different parts of soci-
ety. From the perspective of voluntary compliance, this suggests an important caveat
to consider, that is, how much we can rely on social norms to replace formal laws.

Additionally, many argue that religious mandates have contributed to a decline
in public support for religion and have triggered public resistance to perceived
attempts at top-down control.%+

This argument suggests that for practices like circumecision, Leil HaSeder obser-
vance, and refraining from driving on Yom Kippur, there is no need for legal
enforcement. The social norms surrounding these practices are strong enough to
guide behavior without legal intervention. However, in areas where there is likely
to be a prohibition, such as the law against eating bread during Passover, noncom-
pliance is prevalent.

The Yom Kippur example in Israel illustrates the complexities of relying solely
on social norms for regulation. While there’s a strong norm among secular Jews not
to drive on Yom Kippur, transforming roads into spaces for cycling,% this practice
has led to unforeseen consequences. With 20 percent of Israel’s population being
Arab and not observing this norm, there have been tragic accidents in recent years.

This situation highlights a key challenge: societies often comprise diverse groups
with different beliefs and practices. The effectiveness of norms in changing behav-
ior is limited when society isn’t homogeneous. In the Yom Kippur case, the absence
of cars led children to cycle on roads without considering potential dangers from the
minority still driving,%

This example relates to the taxonomy discussed in chapter 11 of The Law of Good
People, where we compared legal contexts requiring cooperation from everyone (like
trade secrets), a few (whistleblowing), or the more the better (e.g., tax compliance). The
Yom Kippur scenario falls into the category needing universal cooperation, making it
difficult to rely solely on intrinsic motivation without formal compliance measures.

Furthermore, when there’s no consensus in the population and a law is passed to
enforce a behavior that only some are motivated by social values to follow, much of
its effectiveness may be lost due to social reactance theory.%7

% Barak-Corren, Netta, Noam Gidron, and Yuval Feldman. “Majority nationalism laws and the equal

citizenship of minorities: Experimental, panel, and cross-sectional evidence from Israel.” Journal of
Legal Studies 51.2 (2022): 371—401.

Cohn, Haim H. “Religious freedom and religious coercion in the state of Israel.” In Judaism and
human rights, edited by Miton R. Konvitz, Routledge, 2018: 291-334.

04

6
66
6

i

www.theguardian.com/world/2023/sep/25/yom-kippur-isracl-cyclists.
www.jpost.com/israel-news/article-824278.

s,

Barak-Corren, Netta, Yuval Feldman, and Noam Gidron. “The provocative effect of law: Majority
nationalism and minority discrimination.” Journal of Empirical Legal Studies 15.4 (2018): 951-986.
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REGULATING HETEROGENEOUS POPULATIONS EFFECTIVELY:
INSIGHTS FROM RESEARCH ON HONESTY PLEDGES

Along with research on the factors that predict the likelihood of cooperation among
different individuals, there is hope in the work I have done with Eyal Pe’er on the
effect of pledges on brazen liars, whom one might predict would be less affected
by trust-based regulation such as pledges. We have analyzed whether pledges work
primarily for honest people or also for brazen liars. We hypothesized that pledges,
which raise awareness of honesty’s morality, might only be effective for those with
a strong commitment to ethics. Previous findings also suggested that pledges might
only affect minor cheaters.”® However, we found that pledges significantly influ-
enced behavior across individual differences in rule-following tendencies and
cheating extents. This implies that trust-based regulation could be equally effec-
tive for people with low commitments to the law. The overall reduction in brazen
liars was similar, with no interaction found between individual differences in com-
mitment to obey the law. The percentage of “high-extent cheaters” (defined as 75
percent or higher) was largest in the self-report group, considerably smaller with a
pledge or fine, and smallest with both. These differences remained significant when
the “high-extent cheater” threshold was defined between 6o percent and go per-
cent, suggesting that pledges and fines affect even those who exhibit high degrees of
cheating. This contradicts the perspective that trust-based regulation might increase
the gap between ethical and nonethical people.

SOCIAL PUNISHMENT AS A REPLACEMENT FOR STATE
PUNISHMENT

A possible solution to the problem we have raised about voluntary compliance with-
out punishment and monitoring by the state in a heterogeneous society, where not
all members are equally committed to the cooperate with the requests of the state, is
social punishment, which could be substituted for state enforcement.

Social punishment is widely discussed in the field of behavioral game theory where
the idea of altruistic punishment is being developed and it was argued that it could
lead to stable cooperation.® Some other studies have focused on the usage of shaming
as an alternative to state enforcement in various domains.” However, the question is
whether such altruistic punishment can really be used to ensure voluntary compli-
ance given the complexity of many forms of compliance, especially with regards to

8 Jacquemet, et al. “Who'll stop lying under oath?,” 103369.

% Fehr, Ernst, and Simon Gichter. “Altruistic punishment in humans.” Nature 415.6868 (2002): 137~
140; Bowles, Samuel, and Herbert Gintis. “The evolution of strong reciprocity: Cooperation in het-
erogeneous populations.” Theoretical Population Biology 65.1 (2004): 17-28.

7° Yadin, Sharon. “Regulatory shaming.” Environmental Law 49.2 (2019): 407—451.
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corporations,” as will be developed in more detail in Chapter 7. This approach was
subject to lots of criticism for not always being accurate and proportional.”

UNDESIRABLE OUTCOMES OF HETEROGENEITY
IN VOLUNTARY COMPLIANCE

In voluntary compliance regimes, nonintrinsically motivated actors may increase
their noncompliant behavior. This can trigger a cascade effect where conditional
cooperators, observing free-riding or misconduct, reduce their own compliance.
Such dynamics can escalate perceived distributive injustice as compliance gaps
between different groups widen.

The impact of others’ behavior on compliance varies significantly across regula-
tory domains. Tax compliance demonstrates a particularly strong “sucker effect,”
where individuals are highly sensitive to others’ free-riding behavior and may
withdraw their own compliance in response. Environmental regulations, how-
ever, often elicit more independent compliance decisions, less influenced by oth-
ers’ behavior.

In domains requiring collective cooperation, such as protecting trade secrets
within professional communities, uneven compliance can undermine the entire
system’s effectiveness. For instance, when some business association members
breach confidentiality while others maintain it, the value of information protection
diminishes for all participants.

Governments face a fundamental dilemma in addressing these varying cooper-
ation levels. While effective policy implementation requires detailed information
about individual backgrounds and behavioral patterns (as Chapter 8 will explore),
collecting such comprehensive personal data raises significant privacy concerns.

THE FEAR OF BRAINWASHING

In the research about nudges there is always the fear that there will be harm to
autonomy, but in voluntary compliance the fear might be greater for various rea-
sons related to overreliance on intrinsic motivation. When many people need to be
intrinsically committed so are more likely to engage in social enforcement, cooper-
ation, and compliance, the government might need to resort to various techniques
to cause as many people as possible to be committed to the purposes of the state.
When the government focuses on sanctioning and monitoring such a shift might
be less needed.

™ Corlett, J. Angelo, and J. Angelo Corlett. Corporate responsibility and punishment. Springer
Netherlands, 2001.

7 Skeel, David A. “Shaming in corporate law.” University of Pennsylvania Law Review 149.6 (2001):
1811-1868.
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The Double-Edged Sword of Moral Conviction

Research on moral conviction provides important insights into the challenges faced
by regulatory regimes that depend on public support.”> While intrinsic motivation
for compliance can enhance regulatory effectiveness, it presents a potential risk:
Excessive moral certainty among citizens might lead them to prioritize their per-
sonal moral imperatives over established legal frameworks.

At first glance, the idea of moral conviction, where people become overzeal-
ous about paying taxes, might seem far-fetched. However, we can envision more
plausible scenarios where intrinsic motivation leads to problematic outcomes. For
instance, individuals deeply motivated to protect the environment might sanction
firms that comply with the letter of the law but fall short of their personal envi-
ronmental standards. Similarly, employees overly committed to their organizations
might violate corporate governance rules, or citizens excessively loyal to their coun-
try might disregard international law or tax treaties.

These examples illustrate the delicate balance required in fostering compli-
ance. We aim for a level of commitment that encourages adherence to rules
without tipping into overcompliance or conflict with other important values.
This balance is crucial for maintaining a functional and fair regulatory system
that respects both the letter and spirit of the law, while also fostering public
cooperation.”

OVERRELYING ON MORAL COMPLIANCE

Focus should be given to some of the models reviewed in this chapter which are
less likely to interfere with other models and carry unintended effects, as was dem-
onstrated regarding sanctions or incentives. For instance, the concept of procedural
justice, widely studied by scholars such as Tyler and others,” is likely to increase
legitimacy and compliance with less likelihood of interfering with effective func-
tioning of deterrence. Similarly, informing people of the harm associated with their
behavior may be relevant for some people without inducing resentment toward the
law. Nevertheless, even with these approaches, some scholars propose the possibility

73 Skitka, Linda J. “The psychology of moral conviction.” Social and Personality Psychology Compass 4.4
(2010): 267—281.

7 Armour, John, Jeffrey Gordon, and Geeyoung Min. “Taking compliance seriously.” Yale Journal on
Regulation 37 (2020): 1.

75 Murphy, Kristina, and Tom Tyler. “Procedural justice and compliance behaviour: The mediating
role of emotions.” European Journal of Social Psychology 38.4 (2008): 652-668; Walters, Glenn D.,
and P. Colin Bolger. “Procedural justice perceptions, legitimacy beliefs, and compliance with the
law: A meta-analysis.” Journal of Experimental Criminology 15 (2019): 341-372.
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that emphasizing morality might give people the impression that the state is unable
to enforce the law; that is, these approaches may potentially backfire.?® Thus, reg-
ulators should strive to identify the policy which will target as many motivations as
possible while acknowledging the challenge of achieving complete success in this
mission.

THE PROBLEM OF BIASED MORALITY

An additional challenge with intrinsic motivation and moral conviction arises from
allowing individuals to use moral reasoning to guide their behavior. This approach
assumes a universal agreement on moral standards, which is problematic. While
there may be clear consensus on straightforward issues like the obligation to pay taxes,
many situations present more complex dilemmas. In these cases, we must consider
how people will ultimately apply their moral judgments and whether they will do so
appropriately.

As already suggested in my previous book, The Law of Good People, since peo-
ple’s interest is to not view themselves in a negative light, they are likely to engage
in various biased cognitive process related to reasoning, memory, and vision. In
that book, I outline various biases which could explain the distortion of people’s
evaluation of what is moral.”” Thompson and Loewenstein have shown that people
were more likely to remember information that was related to their own position,
with the result that their opinion of what was fair aligned with their interest in the
outcome of a settlement.” The fact that these biases operate without awareness
makes it difficult for people to notice the process. Moore and Loewenstein were
among the first to show that self-interest and concern for others affect behavior
through different cognitive systems and that self-interest, unlike concern for oth-
ers, is automatic, viscerally compelling, and often unconscious.” By comparing
people’s private beliefs and public behavior, Moore demonstrated that people
truly believed their own biased judgments, and did not recognize any problems

in their responses.*

Bardach, Eugene. “Moral suasion and taxpayer compliance.” Law & Policy 11.1 (1989): 49-69.

For example, Batson, C. Daniel, et al. “Moral hypocrisy: Appearing moral to oneself without being
s0.” Journal of Personality and Social Psychology 77.3 (1999): 525-537; Tenbrunsel, Ann E., and David
M. Messick. “Ethical fading: The role of self-deception in unethical behavior.” Social Justice Research
17 (2004): 223-236.

Thompson, Leigh, and George Loewenstein. “Egocentric interpretations of fairness and interper-
sonal conflict.” Organizational Behavior and Human Decision Processes 51.2 (1992): 176-197.

79 Moore, Don A., and George Loewenstein. “Self-interest, automaticity, and the psychology of conflict
of interest.” Social Justice Research 17 (2004): 189—202.

Moore, Don A., Lloyd Tanlu, and Max H. Bazerman. “Conflict of interest and the intrusion of
bias.” Judgment and Decision Making 5.1 (2010): 37-53; Epley, Nicholas, and Eugene M. Caruso.
“Egocentric ethics.” Social Justice Research 17 (2004): 171-187.

-
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As this review reveals, there is a growing recognition that many ethical decisions
are the result of implicit, not explicit, choices.” Given that people’s unethical
behavior is frequently accompanied by a limited and distorted view of their own
conduct, it is particularly important to focus on legal violations by otherwise good
employers in the context of employment law. Indeed, this study will show that
many of those mechanisms, which are particularly likely to increase the likelihood
of good people behaving with limited awareness of the full legal and ethical mean-
ing of their actions, are especially problematic in the context of employment. In
the employer—employee relationship, issues such as ambiguity, repeated smaller
violations, and the strong effect of workplace norms, which may not necessar-
ily conform to those of the employees’, are likely to have significant impacts on
employees’ conduct.®

REGULATORY MISTAKES AND PUBLIC SAFETY

An essential aspect to consider when discussing voluntary compliance, as explored
in Chapter 4, is the complex interaction between regulation, trust, and public safety.
A significant concern in regulatory research is the potential harm to the public
when regulators place excessive trust in businesses. This issue arises from the possi-
bility that regulated entities might exploit the increased flexibility granted by regu-
lators to act against public interests.®3

8 This argument was the foundation of The Law of Good People. Some of the additional literature
on this topic is, for example, Mazar, Nina, On Amir, and Dan Ariely, “The dishonesty of honest
people: A theory of self-concept maintenance.” Journal of Marketing Research 45.6 (2008): 633-044;
Bersoff, David M. “Why good people sometimes do bad things: Motivated reasoning and unethical
behavior.” Personality and Social Psychology Bulletin 25.1 (1999): 28—39; Kidder, Rushworth M. How
good people make tough choices: Resolving the dilemmas of ethical living (2009); Pillutla, Madan M.
“When good people do wrong: Morality, social identity, and ethical behavior.” In Social psychology
and organizations, edited by David De Cremer, Rolf van Dick and J. Keith Murnighan, Routledge,
2011: 385—402; James Hollis, Why good people do bad things: Understanding our darker selves. Gotham
Books, 2008; Banaji, Mahzarin R., and Anthony G. Greenwald, Blindspot: Hidden biases of good peo-
ple. Delacorte Press, 2013. Many others do not use the term “good people” in their titles but make the
same argument in the text (see, e.g., Pillutla, “When good people do wrong”). This is also the view
held by Bazerman, Max H., George Loewenstein, and Don A. Moore. “Why good accountants do
bad audits.” Harvard Business Review 80.11 (2002): 96-103. Note that the “good people” scholarship is
usually different from the type of research conducted by Zimbardo on the Lucifer effect: see Philip
Zimbardo, The Lucifer effect: How good people turn evil. Random Books, 2007. Their work generally
tries to explain how ordinary people end up doing evil or at least engage in gross criminal behaviors.
For example, Dana, Weber, and Kuang have shown in a series of experiments one dominant strat-
egy people use to maintain their self-concept while engaging in self-driven behavior — moral wiggle
room. See Dana, Jason, Roberto A. Weber, and Jason Xi Kuang. “Exploiting moral wiggle room:
Experiments demonstrating an illusory preference for fairness.” Economic Theory 33 (2007): 67-80.
Sharma, Lisa L., Stephen P. Teret, and Kelly D. Brownell. “The food industry and self-regulation:
Standards to promote success and to avoid public health failures.” American Journal of Public Health
100.2 (2010): 240—240.
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This concern aligns with our earlier discussion on heterogeneity in compliance
motivations. When the government extends trust to regulated entities that don’t gen-
uinely merit public confidence, the consequences can be severe:

1. It may jeopardize public safety, which regulators are primarily tasked with
protecting.

2. Itcould erode public trustin both the regulatory system and the regulated industries.

3. It might discourage public engagement in economic activities due to per-
ceived risks.

The cost of regulatory mistakes in such scenarios extends beyond immediate safety
concerns. It can lead to long-term damage to the relationship between the pub-
lic, businesses, and regulatory bodies, potentially undermining the entire regulatory
framework’s effectiveness.

THE LIMITS OF FAIRNESS AND ALTRUISM

Another possible criticism on the reliance on voluntary compliance is related to studies
which show that it is unreliable to focus on fairness in costly decisions. How likely
are people to base their behavior on intrinsic motivation when what’s being requested
from them is very costly and requires a sacrifice? Is it true that most regulators currently
believe voluntary compliance motivations are not truly reliable? Indeed, research on
honesty usually shows that the amount of money is not crucial, but is it clear enough to
show that costs don’t matter?®s Other lines of research, for example those developed in
economics and behavioral economics on fairness as a constraint on profit seeking, do
tend to understand the tension between profit and fairness.%® Furthermore, there is an
obvious problem with the fact that experimental lab studies are limited in measuring
high prices."” Another important debate about fairness concerns the self-interested inter-
pretation of what constitutes “fair,” as explored in The Law of Good People. According
to this view, fairness is inherently limited because it is subjective and therefore may not
effectively constrain opportunistic behavior.® However, Tyler's research on procedural

8 Jimenez, Peggy, and Govind S. lyer. “Tax compliance in a social setting: The influence of social
norms, trust in government, and perceived fairness on taxpayer compliance.” Advances in Accounting
34 (2016): 17-26.

5 Wright Whelan, Clea, Graham F. Wagstaff, and Jacqueline M. Wheatcroft. “Subjective cues to

deception/honesty in a high stakes situation: An exploratory approach.” Journal of Psychology 149.5

(2015): 517-534.

Kahneman, Daniel, Jack L. Knetsch, and Richard Thaler. “Fairness as a constraint on profit secking:

Entitlements in the market.” American Economic Review 76.4 (1986): 728—741.

Lusk, Jayson L., and Ted C. Schroeder. “Are choice experiments incentive compatible? A test with

quality differentiated beef steaks.” American Journal of Agricultural Economics 86.2 (2004): 467—48z.

Wade-Benzoni, Kimberly A., Ann E. Tenbrunsel, and Max H. Bazerman. “Egocentric interpretations

of fairness in asymmetric, environmental social dilemmas: Explaining harvesting behavior and the

role of communication.” Organizational Behavior and Human Decision Processes 67.2 (1996): 111-126.
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justice suggests that perceptions of fairness can transcend self-interest — both those who
benefit from a decision and those who do not (e.g., winners and losers in court) tend to
view procedurally fair decisions as more legitimate.*

MANAGING HETEROGENEITY RISKS

Finally, it is important, as will be developed in more detail in Chapter 11, that there
are various mitigations to many of the concerns discussed thus far. Without the focus
on people’s background, it will be very hard for governments to know whom they can
trust. In work with Orly Lobel and Ori Aronson,*® discussed in more detail in Chapter
7, we found one approach which could help governments deal with this issue. We
identified personality traits of people we can trust more. In that work we explore vari-
ous ways to examine what kind of people are more likely to be cooperative and recep-
tive to voluntary compliance initiatives. However, it is not clear whether, given privacy
concerns, it is realistic for governments to treat people based on personality traits.

An alternative approach to determining trustworthiness was developed in collabo-
ration with Yotam Kaplan.” We argued that it is more effective to adopt a differenti-
ated approach that compares situations rather than one that evaluates people based
on their past behavior. In Chapter 7, we explore technological approaches to volun-
tary compliance and discuss the potential for creating a more nuanced approach to
voluntary cooperation. This approach recognizes that different situations pose vary-
ing levels of risk for voluntary compliance, potentially offering a mitigation strategy
for the risks discussed earlier.

In higher risk situations, where the disparity between voluntary and nonvoluntary
compliance might be more significant, we might reduce our emphasis on volun-
tary compliance and allocate more resources to alternative enforcement strategies.
Thus, understanding the contexts in which people are less likely to voluntarily coop-
erate with the government could provide at least a partial solution to addressing the
gaps discussed at the beginning of this chapter.

CONCLUSION

The heterogeneity in people’s responses to voluntary compliance presents signifi-
cant challenges to regulatory approaches that rely on intrinsic motivation and trust.
This chapter has highlighted various dimensions of this heterogeneity, including

% Lind, E. Allan, and Tom R. Tyler. The social psychology of procedural justice. Springer Science &
Business Media, 1988.

9° Aronson, Ori, Yuval Feldman, and Orly Lobel. “The behavioral challenges of trust-based regula-
tion: Navigating the complexities of past behavior as a predictor.” Working paper, 2025 (on file with
author).

9 Feldman, Yuval, and Yotam Kaplan. “Big data and bounded ethicality.” Cornell Journal of Law and
Public Policy 29 (2019): 39-94.
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differences in honesty, moral reasoning, social value orientation, and compliance
attitudes. These variations among individuals can lead to undesirable outcomes,
such as increased inequality between “good” and “bad” actors, erosion of trust
among conditional cooperators, and potential exploitation of trust-based systems by
those less inclined to comply voluntarily.

While voluntary compliance approaches offer many benefits, including reduced
enforcement costs and increased social capital, they also carry risks. These include
the potential for brainwashing, overreliance on moral conviction, and the limits of
fairness and altruism in costly decisions. The chapter has also explored how social
punishment might replace state punishment in some contexts, but this too comes
with its own set of challenges. Despite these concerns, the potential benefits of vol-
untary compliance suggest that rather than abandoning such approaches, regulators
should seek ways to mitigate risks and tailor strategies to account for population
heterogeneity.

To address the challenges posed by heterogeneity in voluntary compliance, future
research should focus on several key areas. First, more comprehensive studies are
needed to accurately measure the distribution of different types of cooperators (e.g.,
conditional cooperators, free riders, and altruists) across various regulatory contexts.
Second, research should explore how to effectively combine voluntary compliance
approaches with targeted enforcement strategies, perhaps using Al and big data to
identify high-risk individuals or situations while respecting privacy concerns. Third,
investigations into the long-term effects of voluntary compliance strategies on social
norms and individual behavior are crucial to understanding their sustainability.
Finally, cross-cultural studies examining how heterogeneity in compliance attitudes
varies across different societies could provide valuable insights for designing more
universally effective regulatory approaches. This research agenda would help pol-
icymakers develop more nuanced, adaptive regulatory strategies that can harness
the benefits of voluntary compliance while mitigating its risks in heterogeneous
populations.
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