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Abstract 
This review explores the social determinants of unethical behavior through a review of the 
recent experimental literature. It examines how decision-making environments, encompassing 
institutional frameworks, organizational structures, incentive schemes, peer influences, and 
social norms, affect unethical behaviors such as lying, corruption, tax evasion, or asset 
destruction. Key areas include the cultural roots of unethical behavior, the influence of markets 
and organizational cultures on moral values, the impact of competitive and cooperative 
incentive schemes, and the role of peer effects and social norms, social image and guilt. By 
analyzing the interaction between social determinants and individual behavior, the chapter 
highlights the complex dynamics that lead to unethical actions and suggests ways to harness 
these determinants to foster ethical conduct. The chapter concludes on interventions aimed at 
promoting ethical behavior, such as moral appeals and norm nudges. 
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1. Introduction 
Individuals often experience a tension between their individual selfish interests and their 
moral standing within their community and society. On the one hand, pursuing self-interest 
may lead them to seize opportunities to increase their earnings through unethical means such 
as stealing, lying, or bribing. On the other hand, upholding moral standards requires 
respecting the law and adhering to the injunctive societal norms of honesty. People balance 
this trade-off in various ways. Some exploit every opportunity for gain, some never cheat 
despite temptation, and others behave conditionally based on context. In more extreme cases, 
some individuals are even willing to sacrifice money to satisfy anti-social preferences, such as 
the sheer enjoyment of destroying others’ assets.  
The distribution of behavioral types (opportunists, steadfastly honest individuals, 
conditionally honest individuals, and people with antisocial preferences) is influenced by 
culture, empirical social norms, and prevailing societal institutions. At the individual level, 
the trade-off between social image, norm compliance, and monetary interest is shaped by both 
personal and social determinants.  
This chapter explores the substantial influence of various social determinants on unethical 
behavior through a review of recent experimental literature. The unethical behaviors analyzed 
in this chapter encompass those driven by anti-social preferences (such as sabotage in 
competitions or asset destruction), lying, cheating, bribery, tax evasion, and all other actions 
that consciously produce negative externalities. We focus on experimental literature because 
this methodology is uniquely equipped to observe unethical behavior and identify its causal 
factors, both intrinsic and extrinsic. Measuring these behaviors with natural data is usually 
difficult and imperfect since they are often hidden activities that cannot be recorded without 
biases. 
The social determinants of unethical behavior encompass all aspects of the decision-making 
environment that involve others’ behaviors, beliefs, and judgments. This includes the 
institutional environment (formal institutions and social norms dictating acceptable behavior), 
the organizational environment (group interactions, hierarchical structures, leadership styles, 
and networks), and incentives structures (cooperative vs. competitive payment schemes). It also 
includes peer effects and the impact of observability and others’ judgment about individuals’ 
morality.  
Understanding the complex interplay between individual choices and social influences can 
help design more effective interventions to discourage unethical behaviors. A key finding 
from the experimental literature on cheating is that individuals generally cheat far less than 
they could to maximize their earnings, especially when they feel potentially observed and 
judged by others (e.g., Fischbacher and Föllmi-Heusi, 2013; Gneezy et al., 2018; Abeler et al., 
2019). This literature highlights individuals’ intrinsic aversion to lying and perceived cheating 
aversion, as well as the strong influence of social norms on behavior. Therefore, in addition to 
addressing institutional and organizational determinants, policies against unethical behavior 
could incorporate soft interventions that increase the social and moral costs of deceptive or 
antisocial actions. These interventions include moral appeals, norm nudges, or honesty oaths. 
The chapter proceeds as follows. Section 2 highlights the cultural diversity of (un)ethical 
behaviors, exploring the cultural roots of unethical behavior and emphasizing societal 
differences, folklore, historical institutions, and the role of family in transmitting ethical 
norms. Section 3 delves into the impact of markets and organizations, questioning whether 
markets erode morals and examining the influence of organizational structures and the 
influence of leaders on individual ethical behavior. Section 4 discusses the effects of 
competitive environments, covering topics like competitive incentive schemes, competition 
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for status, and dynamic competitions. Section 5 focuses instead on cooperative environments, 
including cooperative payment schemes, collaborative dishonesty, and lying within groups. 
Section 6 summarizes the evidence regarding the importance of peer effects on honesty and 
invokes social norms, addressing issues like the asymmetric influence of peers, group identity, 
and the motivated selection of peers. Section 7 highlights the importance of reputational costs, 
lying aversion, and guilt when deciding whether to follow or not a moral conduct, and it 
examines the impact of observability on actions. Section 8 questions whether social 
determinants can be activated to promote ethical behavior, considering potential interventions 
and their effectiveness. The final section summarizes the previous sections and concludes. 

2. The cultural roots of unethical behavior 
Several experimental studies have examined disparities in the inclination to deceive globally, 
employing the die paradigm or comparable methods.2 Their most striking result is that 
behavior, in particular the strong aversion to lying, is robust across societies (see the meta-
analysis of Abeler et al., 2019). For example, Pascual-Ezama et al. (2015a) investigated 
honesty levels across 16 developed and developing countries using a coin flip task. They 
discovered consistently high levels of honesty across most samples, averaging at 86%. 
Similarly, no discernible differences in cheating behavior across countries were found by 
Mann et al. (2016) who used a die task among students and the general public in China, 
Colombia, Germany, Portugal, and the U.S.  In their lost-wallet field experiment conducted in 
40 countries, Cohn et al. (2019) found that in almost all of them the return rate of the lost 
wallet was significantly higher when the wallet contained cash than when it did not (51% vs. 
40%), suggesting that not returning cash could entail a universal moral cost of seeing oneself 
as a thief. These findings collectively suggest a consistency in behavior across different 
contextual settings, irrespective of variations in corruption indices or cultural values.  
However, inferring from these results that cultural differences do not exist would be a hasty 
conclusion. Beyond a common intrinsic preference for honesty, other studies established that 
the magnitude of cheating or perceptions of dishonesty differ between countries. The annual 
measurement of the Corruption Perceptions Index by Transparency International reveals 
significant differences in this index among the 180 countries in which it is calculated, 
suggesting differences in the quality of formal and informal institutions within the space. On a 
0-100 scale from the most corrupt to the least corrupt country, the mean index for 2023 was 
43, with large variations between regions (65 in Western Europe, 45 in Asia and the Pacific 
region, 43 in the Americas, 38 in Middle-East and North Africa, and 33 in Sub-Saharan 
Africa).3 Regarding behavior, in Cohn et al. (2019) the return rate of the lost wallet containing 
cash was three times lower in China than in Switzerland. Gächter and Schultz (2016) also 
observed large differences in the frequency of high claims in a standard die-rolling task and in 
the share of fully honest participants across 23 countries. The authors identified a correlation 
between cheating and an index of the prevalence of rules violations at the country level built 
on the size of the shadow economy, the World Bank’s Control of Corruption index, and 
political rights.  
A challenge in identifying the influence of cultural traditions is that we typically observe 
simultaneously cultural influences and the effects of deterrence institutions in place within a 

 
2 In the die game (Fischbacher and Föllmi-Heusi, 2013), participants are instructed to privately roll a die 
and report the result. A higher reported number increases earnings. Participants can misreport the result to 
earn more without any risk of being individually detected. Evidence of lying is determined at the aggregate 
level by comparing the empirical distributions of the reported outcomes with the expected theoretical 
distribution. Any other random device  can be used (tossing a coin, or drawing a ticket). 
3 https://www.transparency.org/en, consulted on June 02, 2024. 



 4 

country. Tackling this obstacle through a natural field experiment, Fisman and Miguel (2007) 
analyzed the behavior of diplomats from 146 nations residing in New York City, where they 
benefited from immunity regarding illegal parking. Interpreting incidents of illegal parking as 
reflective of a deeper tendency towards disregard for rules, they found that diplomats 
originating from countries with higher levels of corruption were notably more inclined to 
violate parking regulations than those from less corrupt nations. This highlights the impact of 
cultural values from individuals' native countries on their behavior in unfamiliar 
environments. Laboratory experiments also explored the influence of the cultural origin of the 
participants living in the UK (Barr and Serra 2010) or the US (Salmon and Serra, 2017) on 
behavior in corruption games. They demonstrated a cultural origin of dishonesty among 
undergraduates that could be explained by the different social norms internalized during 
childhood across cultures. 
This questions the historical origins of cultural values and their transmission. An 
anthropological approach helps understand the formation of cultures with differing degrees of 
permissiveness towards behaviors we deem unethical. Lowes et al. (2017) analyzed historical 
data from Central Africa, comparing the centralized governance of the Kuba Kingdom, 
established in the early 17th century, with less formalized village governance structures. Using 
resource allocation games, they found that descendants of the Kuba Kingdom exhibited weaker 
rule adherence and higher theft rates than those from non-centralized backgrounds. This aligns 
with theories of intergenerational transmission of cultural values, as Kuba parents prioritized 
rule adherence less in child-rearing. Additionally, Heldring (2021) studied violence in Rwanda, 
showing a causal link between historical centralized governance exposure and increased 
violence, suggesting this influences the intergenerational transmission of obedience norms.  
The intergenerational transmission of values through families and communities, and its long-
term cultural impact, has been investigated via oral traditions and myths. Michalopoulos and 
Xue (2021) used machine learning to analyze narratives from a thousand of societies, 
exploring the cultural roots of contemporaneous beliefs and customs. They specifically 
examined whether tricksters, who engage in stealing or cheating, were punished or positively 
portrayed in folktales, to gauge contemporaneous societal trust levels. They found that oral 
traditions condemning deceptive behavior by tricksters correlate with higher current levels of 
generalized trust, even among second-generation immigrants. This suggests that folklore 
reflects societal equilibrium and that the narratives and language describing actions play a 
significant role important in shaping moral preferences, alongside the consequences of 
decisions (Capraro et al., 2024).  
Parents play a crucial role in the socialization of their children, who learn moral norms during 
childhood that influence their adult behavior. Sutter et al. (2019) highlight a correlation 
between parents’ and children’s social and moral preferences, noting that stronger parental 
involvement reinforces this link. Houser et al. (2016) found that parents behave more honestly 
in a lying game when observed by their child, who could benefit from the lie, compared to 
when they decide in isolation. Brouwer et al. (2023) provided direct evidence of parents 
transmitting social norms to children in response to social norm violations. Parents are more 
likely to punish violators of social norms in the presence of their child than when alone in the 
same environment. 
Overall, these studies show the importance of cultural traits and their transmission in shaping 
moral behavior. 
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3. Markets and organizations 
Market dynamics influences the social determinants of individuals' moral behavior. A long-
standing controversy has persisted among economists regarding the erosion of moral values 
by markets. Critics of markets contend that market dynamics erode moral values by shifting 
individuals' focus from their innate moral principles to self-interested cost-benefit calculations 
(Sandel, 2012; Bowles, 2016). The erosion of individuals’ moral values would be exacerbated 
by the diffusion of responsibility within market systems, where individuals feel less 
accountable for immoral actions. The transmission of social information and the 
dissemination of social cues regarding the acceptability of certain unethical behaviors 
contribute to this phenomenon, leading to a broader acceptance of actions that would typically 
be deemed as immoral. This perspective underscores the potential for markets to dilute 
individual moral responsibility and foster an environment where unethical behavior becomes 
normalized.  
In a prominent study, Falk and Szech (2013) showed that less people were willing to give up 
money to save the life of a mouse when they were participating in a double auction market 
than when deciding in isolation. They concluded that engaging in market interactions leads 
individuals to act against their moral values. Examining the relationship between competition 
and unethical behavior, Feltovich (2019) found that competition and cheating reinforce each 
other, observing more lying under duopoly than monopoly. Another way markets shape 
individual immoral behavior is by undermining the sanctions imposed by firms. Egan et al. 
(2019) demonstrated how financial advisers who were dismissed by their firm for misconduct 
in the United States end up finding jobs at other companies that are less concerned about their 
employees' honesty. In a way, there would be a market for financial misconduct, as the labor 
market undoes the companies’ disciplining policies. 
However, the responsibility of markets in morality remains debated. Bartling et al. (2023) 
found that the decline of moral values observed in market settings by Falk and Szeck (2013) 
was due to repeated decisions rather than market interactions themselves. More generally, 
markets can also promote mutual benefits, well-being, and societal resource coordination. 
Shleifer (2004) suggested that competition might even enhance ethics in the long run through 
economic growth and increased incomes. Markets and social information can foster moral 
behavior by allowing individuals to build moral reputations and marginalize those who fail to 
uphold moral standards. Bartling et al. (2015) showed that individuals may prefer to avoid 
negative externalities in markets by paying higher production costs or a price premium for 
socially responsible products, even amid sellers’ competition and limited consumer 
information. However, consumers in market settings often express less moral concern against 
products with negative externalities than in individual choice contexts. Sutter et al. (2020) 
found that negative externalities reduce trading volume in markets, though the effect on prices 
varies with market structure. Thus, while markets can sometimes diminish moral concerns, 
they also offer mechanisms for promoting ethical behavior and social responsibility. 
In response to the inconclusive existing literature based on idiosyncratic designs regarding the 
directional effect of competition on moral behavior, Huber et al. (2023) conducted a crowd-
sourced project in which 45 teams tested different designs to study the effect of competition 
on moral behavior. Involving more than 18,000 subjects, the meta-analysis found an overall 
adverse effect of competition on moral behavior. However, the effect size was small (a 
Cohen’s d of 0.1) and there was a large variance in effect sizes. 
Beyond markets, organizations also shape the social determinants of (un)ethical behavior. 
Some corporate cultures, by prioritizing material success and financial goals over moral 
values, are more permissive of moral deviations than others. The banking sector is particularly 
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noted in this regard because of recurring frauds. Egan et al. (2019) estimated that seven 
percent of financial advisers in the U.S. have misconduct records, with huge and persistent 
differences across companies. In some advisory companies this percentage exceeds 15%. 
They show evidence that corporate cultures can foster weak ethical standards through higher 
tolerance of misconduct. Furthermore, there is a matching on misconduct: firms with a higher 
rate of misconduct are more likely to recruit employees with a higher rate of previous 
misconduct. Cohn et al. (2014) explored lying behavior among bank employees by priming 
the participants’ professional identity. They found a higher prevalence of lying when the 
professional identity of banker was emphasized. They concluded that the business culture in 
the banking industry undermines the honesty norm through an increase in materialistic values. 
Rahwan et al. (2019), however, failed replicating these findings in different populations. 
In addition to informal cultures in organizations, formal reporting structures, the nature of 
strategic interactions, and delegation opportunities are important determinants of ethical 
conduct through their influence on belief formation. When actions are complements, cheating 
increases in the belief that the counterpart will behave dishonestly, whereas when actions are 
substitutes, it decreases in these beliefs (Galeotti et al., 2024). Individuals also cheat more 
when they can delegate lying to other persons (e.g., Erat, 2013). 
The ethical conduct of leaders and their discretionary powers in detecting and punishing 
misconduct profoundly influence the behavior of those under their authority within 
organizations and society at large. Beekman et al. (2014) showed in rural Liberia that corrupt 
community leaders dampen citizens' incentives to invest and cooperate. In a lab experiment 
conducted in Kenya, Boly and Gillanders (2018) found that public officials, whether corrupt 
or not, favored leniency in audit policy when faced with the prospect of scrutiny over their 
potential misconduct, compared to when the policy applied solely to another official. 
Corruption among institutional representatives not only fosters ineffective anti-corruption 
measures but also sends negative signals to citizens, as demonstrated by Ajzenman (2021) in a 
natural experiment in Mexico.  Exposure to corruption among local officials correlated with 
an increase by 10% of students’ cheating tendency during school tests. This shapes 
individuals' beliefs that cheating is a necessary means to success and erodes the importance of 
rule adherence. The misconduct of leaders can profoundly influence the transmission of 
values to subsequent generations. In a lab-in-the-field experiment in Thailand, Hübler et al. 
(2021) found that perceptions of state corruption correlated with higher cheating inclinations.  
In corporate settings, d’Adda et al. (2017) found that employees under dishonest leaders in a 
laboratory experiment were more prone to misconduct, aiming to boost firm profits at the 
expense of competitors. Dishonest leaders incentivized employees’ cheating through public 
statements and the provision of discretionary bonuses to reward employees who reported 
higher numbers in a die lying task. These statements and incentives reduced the psychological 
cost of lying. The effect was amplified in an inter-firm competitive context, suggesting a role 
of rivalry in driving the effect of leadership on unethical behavior.  
In summary, leaders' ethical standing shapes organizational and societal integrity. Their 
misconduct can foster cultures of corruption and normalize unethical behavior, with far-
reaching consequences for future generations. Understanding these dynamics is critical for 
devising effective measures to promote ethical leadership. 

4. Competition and unethical behavior 

In organizational settings, incentives schemes such as tournaments and contests aim to boost 
competitiveness and performance but also carry inherent risks of fostering unethical behavior. 
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Sabotage stands out as a significant drawback, as competitors may undermine peers’ 
performance to gain an advantage. Strategies include impairing opponent’s performance by 
undermining their output, concealing information, spreading rumors, and biasing evaluations 
(e.g., Carpenter et al., 2010; Harbring and Irlenbusch, 2011). Moreover, competitors may 
resort to unethical means like doping, embellishing résumé, falsifying data, or wrongfully 
taking credit for successful outcomes to bolster their performance unfairly.  Individuals are 
usually more willing to cheat by lying about themselves than to sabotage a competitor 
(Rigdon and d’Esterre, 2015). 
Experimental studies revealed the propensity of individuals to cheat under competitive pay 
schemes compared to individual-based compensation (e.g., Schwieren and Weichselbaumer, 
2010; Belot and Schröder, 2013). In laboratory experiments, between 20% and 60% of the 
time individuals are willing to sabotage others to improve their chance of winning (for a 
survey, see Gangadharan et al., 2020). Sabotage propensity escalates with the prize spread 
between winners and losers (Harbring and Irlenbusch, 2011) but not with the number of 
winners. Team-based tournaments exacerbate sabotage risks compared to individual 
competitions (Abbink et al., 2010). Sabotage can sometimes undermine affirmative action 
policies when perceived as unfair (Leibbrandt et al., 2017; Fallucchi and Quercia, 2018).  
Tournaments also induce selection effects, as competitive payment schemes with 
opportunities for cheating are more appealing to dishonest individuals. Faravelli et al. (2015) 
found that individuals inclined to dishonesty are more prone to self-select into competitive 
payment schemes. Competitive payment schemes also have spillover effects on future 
destruction of assets, cheating (Schurr and Ritov, 2016), and reduced contributions to 
collective efforts (Buser and Dreber, 2016). 
Motives behind sabotage and cheating in competition include envy, jealousy, inequality 
aversion, and spite toward winners. Such motivations explain that destructive behavior and 
cheating can emerge even without formal tournaments when individuals strive for status and 
rank. In a laboratory experiment in which employees performed a task for a flat wage, 
Charness et al. (2014) found that feedback on relative performance triggered a fraction of 
employees to resort to sabotaging others’ work or inflating their own performance at a 
personal monetary cost. This may result from the prioritization of their rank within a 
hierarchy, driven by status concerns, image concerns, or a desire of dominance. Indeed, a 
number of individuals exhibit a desire to enhance their rank and dislike being ranked at the 
bottom of the hierarchy in terms of performance.  
Most studies analyze the impact of competition on ethical conduct in one-shot games or with 
few repetitions. However, in natural settings, individuals face repeated competitive situations. 
Such dynamic environments influence behavior through direct material incentives, associated 
with a multiple-round competition, rivalry from repeated comparisons, and suspicion of unfair 
competition due to opponents' unethical actions detected over time. Information about an 
individual's relative performance during competition affects future moral conduct by 
potentially exacerbating rivalry if lagging behind or, on the contrary, reducing cheating if 
outperforming opponents.   
Gürtler et al. (2013) showed that leading contestants in a three-player tournament face more 
sabotage, discouraging effort early on. Concealing intermediate performance information can 
help mitigate this issue.  Benistant et al. (2022) investigated cheating in competitive 
(tournament) versus non-competitive (individual piece rate) incentive schemes, under various 
feedback policies (continuous feedback versus end-of-task feedback) on workplace morality 
in dynamic settings. They found more cheating in tournament than in piece-rate schemes, but 
this difference vanished when opponent could not cheat. This suggests curbing unethical 
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behavior in competitive settings by making employees aware that others cannot cheat. 
Continuous feedback increased dishonesty over time under piece-rate schemes, due to peer 
effects. This effect was absent in tournaments, highlighting the influence of conformity on 
ethical conduct in dynamic settings.  

5. Cooperation and unethical behavior in groups 

If competitive payment schemes encourage unethical behavior, does this imply that 
cooperative incentives inherently promote ethical conduct? This is an important question 
because many decisions are made by groups in natural settings. In fact, research suggests 
otherwise. Team incentive schemes foster dishonest behavior compared to situations where 
individuals are rewarded based on their own performance metrics. Adapting the die task 
paradigm to a team environment without communication, Conrads et al. (2013) found that 
individuals were more prone to lying when profits were shared among team members as 
opposed to when they were compensated by individual piece-rates. One contributing factor to 
this phenomenon is the difficulty in unequivocally assigning responsibility for a lie to a 
specific team member. Individuals may exploit ambiguity to conceal their own dishonest 
actions behind others’ decisions of. 
Cooperative payment schemes, which rely on coordinated actions among partners, can 
enhance organizational performance but also create opportunities for unethical behavior such 
as corruption. Weisel and Shalvi (2015) explored collaborative dishonesty using a sequential 
dyadic die-rolling task (see Leib et al., 2022, for a meta-analytic review). In their experiment, 
one player rolled a die privately and reported the result to a second player, who then rolled 
and reported their result. Both players were paid based on the reported outcomes only if they 
matched. Findings showed that joint dishonesty, indicated by the proportion of cases in which 
both players reported the same number, was 48% higher compared to individual reporting and 
five times higher than chance. The study also found that brazen lying (i.e., reporting a double 
every time) was more common when both players equally shared the benefits of corruption. 
Additionally, when the first player was a brazen liar, the second player was more inclined to 
follow suit and be a brazen liar as well, indicating that the first player’s behavior served as a 
social cue legitimizing cheating. Irlenbusch et al. (2020) further demonstrated that 
misreporting increased when a sense of similarity was induced with third parties negatively 
affected by cheating. 
Studies of corruption highlight other social motives such as reciprocity between “partners in 
crime”. Regular interaction with the same partners fosters trust and reciprocity, which can 
encourage bribery, a phenomenon mitigated by interventions such as rotating public officials 
(Abbink, 2004). Interestingly, direct communication or connection between players is not 
always necessary to increase dishonesty. Simply knowing that another person shares the same 
interests can prompt individuals to lie to achieve coordination, reducing the moral costs of 
dishonesty (Barr and Michailidou, 2017).  Thus, the presence of a potential accomplice itself 
can significantly increase the likelihood of collaborative dishonesty, driven by aligned 
interests and social justifications.  
If individuals are capable of coordinating to benefit from the mutual gains of cheating, do 
they demonstrate the same ability to avoid the collective risks caused by excessive fraud?  
Jiang and Villeval (2024) designed a lying game as a threshold social dilemma, where selfish 
behavior generated a risk of sanction to the whole group. The study found that individuals 
tend to free ride on others’ honesty. Lack of coordination led to widespread dishonesty, 
causing most groups to hit the threshold that triggered the loss of all earnings. Groups became 
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trapped in dishonesty and individuals earned less than if everyone had reported honestly, 
regardless of whether a collectivist or an individualistic cultural mindset was induced. 

If team incentive schemes tend to encourage unethical behavior more than individual 
incentive schemes, bonding within groups amplifies cheating even without shared payoffs. 
Communication within groups enhances this effect and substantially impacts ethical decision-
making. Kocher et al. (2018) conducted an experiment where the first mover in a dyad 
observed a die roll via video and reported the outcome. The second mover saw this report 
before reporting the same outcome. Behavior in this setting was compared to individual 
decision-making scenarios, with varying payoff commonality across treatments. The study 
found that individuals lied more in group settings than in isolation. This could not by higher 
strategic sophistication of groups (Sutter, 2009) or decreased observability within groups. 
Different treatments ruled out explanations based on benefits to other group members. 
Instead, the findings suggested that group members communicate and learn what is 
normatively acceptable behavior. Communication allows group members to exchange 
justifications for lying, reducing the moral cost of dishonesty. Consequently, group incentives 
played a limited role, and individuals lied to the same extent regardless of payoff 
commonality. These findings highlight the influence of communication, peers and social 
norms on individual behavior. 

6. Peer effects, social norms and group identity 

The importance of social norms in guiding individual behavior in society has been shown in 
various domains. Thus, unsurprisingly, research has also underscored the influence of peers 
on unethical behavior, using observational data (e.g., Damm and Dustmann, 2014; Ajzenman, 
2021). Controlled experimental studies have provided causal evidence of peer effects on 
misconduct when individuals’ payoffs are independent (e.g., Fortin et al., 2007; Keizer et al., 
2008; Fosgaard et al., 2013; Kroher and Wolbring, 2015; Bott et al., 2020; Drago et al., 2020). 
Awareness of others’ dishonesty escalates lying, and the number of peers observed cheating 
heightens the temptation to engage in dishonesty (see Carrell et al., 2008, for an example 
within academic environments).  
Additional evidence comes from developing countries. In controlled experiments in India, 
Banerjee (2016) identified a pivotal role of perceived social norms on bribery. In Argentina, 
Abbink et al. (2018) found that participants in the role of firms who knew they were paired 
with officials from a group with a majority of corrupt individuals offered twice as many 
bribes as in a control group. Corbacho et al. (2016) manipulated the information provided 
about the level of corruption in Costa Rica to respondents in a household survey. Compared to 
a control group, the proportion of respondents willing to offer a bribe to avoid paying a traffic 
fine increased by 28% with social information.  
Peer effects on unethical behavior may arise from a desire to conform to social norms, driven 
by the inclination to align with peers. Information about others’ behavior helps individuals 
update their beliefs about empirical social norms (Huber et al., 2023). Deviating from group 
norms can lead to discomfort or sanctions, such as ostracism or gossiping, fear of exclusion 
(Thau et al., 2015), while conformity offers social advantages. However, peer influence can 
manifest contagion rather than conformity pressure. Conformity pressure means individuals 
tend to mirror the ethical behavior of peers, while contagion reflects an asymmetric effect 
where negative behaviors influence more than positive ones.   
Lefebvre et al. (2013) conducted an experiment on tax evasion in Belgium, France, and the 
Netherlands. They compared treatment where subjects received information about the highest 
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tax evasion rate from past sessions, versus the lowest evasion rates. Whereas high compliance 
rates did not reduce evasion, examples of low compliance increased it under certain audit 
probabilities. In a laboratory experiment in China, Italy, the Netherlands, and Russia, Schram 
et al. (2022) manipulated the level of information about bribe choices. Corruption escalated 
with knowledge of high peer dishonesty but did not decrease when the descriptive norm 
reflected greater honesty. Such asymmetry is also seen in deception games (Innes and Mitra, 
2013) and studies of antisocial versus prosocial behavior (Dimant, 2019). These findings 
suggest that in contexts were punishment is not possible, contagion is a stronger driver of 
behavior than conformity pressure. However, the asymmetry tends to disappear with 
increased social proximity. In such cases both norm compliance and norm violations spread 
within groups (see for an example Bicchieri et al., 2022). 
A natural question is whether certain peers wield greater influence than others in shaping 
individuals’ ethical behavior. The influence of peers varies, with ingroup members (family, 
close colleagues, neighbors, friends) often wielding more impact than outgroup members 
(those socially or culturally distant). Group identity, encompassing both favoritism toward 
ingroups and discrimination against outgroups, can heighten the propensity for unethical 
behavior. Studies show that priming group identity can escalate norm violations, especially 
when identity aligns with weaker moral principles (Cohn et al., 2015) or stronger materialistic 
values (Cohn et al. 2014).  
Emphasizing group identity can shift the focus of unethical conduct. Jiang (2015) and Cadsby 
et al. (2016) found individuals more inclined to deceive in noncompetitive settings if it 
benefited an ingroup member rather than an outgroup member. Gangadharan et al. (2019) 
explored antisocial behavior in response to inequality in an investment game, where players 
could diminish another participant’s earnings at a personal cost. They found low-income 
players’ antisocial behavior was less common towards ingroups when social identity was 
public. In contrast, social identity did not affect high-income players’ antisocial behavior. In 
India, Banerjee et al. (2018) observed social identity’s role in targeting antisocial behavior. 
After higher-caste participants lost to a lower-caste participant in a tournament, they were 
more likely to lie in a die task resulting in a decrease in payoff for a lower-caste counterpart. 
However, the effect of group identity on moral conduct may depend on the incentive schemes.  
Benistant and Villeval (2019) conducted a controlled experiment with induced minimal group 
identity, finding limited influence of interpersonal connections on unethical conduct in 
competitive contests. Participants misreported outcomes similarly, whether inflating their own 
results or deflating their opponents’, irrespective of group identity. This suggests that in 
competitive environments, the drive to succeed and urge to win may overshadow the 
significance of group identity.  
Individuals’ similar behavior within a group can arise from both contagion and homophily. 
People tend to connect with others who share similar socio-demographic traits, aspirations, or 
moral inclinations, a phenomenon evident in criminal behavior (e.g., Flashman and Gambetta, 
2014; Gavrilova, 2019). By choosing peers, individuals align with social norms they are 
comfortable with. Dishonest individuals may also gravitate towards professions or sectors 
where unethical behavior is easier, such as in public sector in some countries (e.g., Hanna and 
Wang, 2017). Charroin et al. (2022) disentangled conformity effects from self-selection 
effects on lying. They identified conformity by giving subjects signals about the moral type of 
assigned peers before reporting task performance. Selection effects were identified in a 
treatment where individuals could choose peers based on signals on their moral values. Only 
those with weaker morals in isolation formed homophilous link with peers of similar moral, 
while honest individuals showed no such matching preferences. This asymmetry suggests 
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choices were driven by the desire to establish a reference group with more lenient social 
norms rather than a simple preference for similarity. 
In many situations individuals can exploit opportunities from their encounters. Gross et al. 
(2018) observed corrupt collaboration when individuals could choose their partners. 
Dishonest individuals actively sought partners in crime to enhance their earnings, while some 
honest individuals engaged in “ethical free-riding”. They maintained relationships with 
initially exogenously assigned dishonest partners, avoiding direct involvement in unethical 
behavior but still benefiting from it.  
The choice of information individuals opt to receive about others is another avenue for 
manipulating moral compass. Allowing participants to choose whether to be informed about 
the average or maximum score reported by peers exacerbates dishonesty through sorting 
(Akin, 2019). Dimant et al. (2024) investigated how people seek norm-related information 
and its impact on norm-related expectations and lying behavior, considering group identity. 
They distinguished between descriptive norms (what others do) and injunctive norms (what 
people approve or disapprove of). They identified biases in information-seeking, with 
individuals preferring more lenient information sources, particularly from ingroups of the 
same political affiliation. This bias was more pronounced among those with weaker moral 
inclinations. Consuming lenient information was linked to increased cheating, especially 
when sourced from ingroups and related to normative expectations. Notably, seeking lenient 
information influenced empirical expectations more than normative ones.  
Furthermore, individuals can opt to ignore inconvenient truths in ethical matters, giving them 
a wiggle room to make selfish decisions without bearing moral costs (Dana et al., 2007; 
Golman et al., 2017; Soraperra et al., 2023). When lacking control over their information 
sources, people engage in strategic belief distortion to justify self-serving actions, such as 
overestimating the prevalence of lying to justify their behavior. However, there is no evidence 
of deliberate distortion of normative expectations concerning moral standards against lying, as 
prevailing injunctive norms do not deter dishonesty (Bicchieri et al., 2023). 

7. Reputation, social image, and guilt 

Individuals are influenced by others’ behavior and normative views, but they also care about 
how others perceive them when they have social image or reputational concerns, both when 
players’ payoffs are independent and in strategic interactions.  
In their meta-analysis of cheating games without strategic interactions, Abeler et al. (2019) 
found that the utility function best fitting experimental data includes an intrinsic preference 
for truth-telling (lying aversion) and reputational costs of lying (a preference for being seen as 
honest), in addition to the monetary benefits from lying. People dislike being perceived as 
potential cheaters, and such moral costs may explain why a large fraction of people refrain 
from lying and why those who lie often do so only partially. This aversion to being seen as 
dishonest is central to several lying models (Dufwenberg and Dufwenberg, 2017; Gneezy et 
al., 2018; Khalmetski and Sliwka, 2019). It also explains why individuals prefer to lie through 
a delegate rather than directly (Erat, 2013; Gawn and Innes, 2019). It is also consistent with 
findings that increasing the feeling of being observed tends to discourage dishonesty when the 
social norm of honesty is unambiguous. In a meta-analysis, Dear et al. (2019) found that the 
mere presence of eye cues reduced antisocial behaviors by 35%, as it made people feel 
watched. 
Social image concerns may explain the complex interactions between the level of incentives 
and cheating. Individuals cheat less when the experimenter knows the true outcome compared 
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to “mind games” where only the players know the truth (Gneezy et al., 2018). While 
increasing monetary incentives does not lead to more lying in standard games, it increases 
lying when the true outcome of a random device is unobservable (Kajackaite and Gneezy, 
2017). Individuals also lie less when their report is observable by another player unaware of 
the true outcome, such as through a real-time video (Basic and Quercia, 2022). To isolate the 
social signaling motive behind behavior, Fries et al. (2021) varied the observability of both 
the true outcomes of random draws and the reported outcomes. Individuals cheat less when 
the truth is observable, but anonymity of reports affects neither the external margin, nor the 
internal margin of lying. The interaction between observability and the structure of social 
interaction also plays a role. Kirchler et al. (2016) found that lifting the anonymity of traders 
promotes moral behavior when decisions are made in isolation, but not in double-auction 
markets due to the diffusion of responsibility. 
Observability also significantly influences the frequency of partial lying. Individuals are less 
likely to lie partially when the truth is observable by the experimenter (Gneezy et al., 2018; 
Abeler et al., 2019). Social signaling can explain why partial lying increases with non-
observability. Observability also affects the decision to engage in corruption for individuals 
whose cultural background originates from countries with low levels of corruption (Salmon 
and Serra, 2017). In contrast, if individuals lie less when the social norm supports honesty and 
more when it supports dishonesty (like in corrupt organizations), Huber et al. (2023) found no 
interaction effect between observability, social norms, and lying in their online experiment.  
Social proximity with the observer may affect social image concerns and behavior, but 
evidence is mixed. Bicchieri et al. (2022) showed that social proximity plays a role in the 
erosion of social norms. Pascual-Ezama et al. (2015b) found that individuals cheat less in the 
presence of familiar peers compared to working in isolation when reporting performance to an 
experimenter. However, Köbis et al. (2019) found that while observation curbs unethical 
behavior, increasing social proximity with the observer (friend versus stranger) has no 
additional effect on bribing; the mere presence of another person who cannot observe actual 
behavior has no effect.  	
When players’ payoffs are interdependent, interests are not aligned, and lies cannot be 
detected, such as in sender-receiver deception games, the evidence on reputational concerns is 
mixed. Hu and Ben-Ner (2020) found that the anticipation of receiving feedback, whether 
appreciative or accusatory, reduces the propensity to lie but feedback itself has little effect, 
except for honest individuals who start lying after receiving negative suspicious feedback. On 
the other hand, van de Ven and Villeval (2015) found no effect of third-party observability on 
senders’ lying behavior.  The nature of lies also influences how reputational concerns affect 
cheating in strategic interactions. Tergiman and Villeval (2023) demonstrated that 
strengthening reputation concerns through fixed matching reduces detectable lies compared to 
rematching after each interaction, but it has no effect whatsoever on deniable lies. Liars adjust 
their strategy to maintain their reputation while benefiting from deceit. 
Moral costs of dishonesty may increase with the guilt experienced when behaving unethically. 
Psychological game theory, which models the psychological utility of guilt-averse players 
based on their second-order beliefs (beliefs about other players’ beliefs about their actions), 
shows that guilt-averse individuals dislike disappointing others’ expectations. In a three-
player embezzlement psychological game involving a donor, an intermediary, and a recipient, 
Attanasi et al. (2019) found that guilt-averse intermediaries were less likely to embezzle when 
they believed that the donor or recipient had higher expectations of honest transfers. This guilt 
aversion is observed even in games where other players are not vulnerable to the player’s 
selfish choices (Attanasi et al., 2023). 
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8. Policy implications 

Understanding the social determinants of unethical behavior is crucial for evaluating the 
effectiveness of policies aiming at combating such conduct. Leveraging these determinants 
can inform the design of interventions that promote ethical behavior. Effective deterrence 
institutions and thoughtfully crafted incentive schemes for individuals and groups are 
essential for curbing dishonesty, considering their potential impact on moral conduct. But 
given the importance of moral values, reputational concerns, social image, and peer effects, 
other categories of interventions can complement traditional methods in the fight against 
unethical and antisocial behavior. This includes enhancing moral education and awareness, 
fostering environments that reinforce positive social norms, and implementing social nudges 
that leverage reputational concerns to encourage ethical actions. 
Awareness can be enhanced through easier access to information and increased public 
disclosure. The advancement of information technologies has significantly broadened public 
access to information and transparency. While this has facilitated the emergence of new forms 
of fraud, it may also have helped mitigate certain types of dishonest behavior. For example, 
Bø et al. (2015) attributed a three percent rise in reported income in Norway to Internet public 
disclosure of tax return transcripts and the resulting shaming effect (see Coricelli et al., 2010, 
and Alm and Malézieux, 2021, for experimental evidence supporting the positive impact of 
public disclosure on tax compliance).  
Changing a prevalent social norm of dishonesty is complex and can take decades. Social norm 
nudges (i.e., social information) might help change norms and behavior by clarifying bad 
norms and good norms. A positive effect of norm nudges on honest reporting has been 
observed in cheating games (Huber et al., 2023). However, while norm nudges can alter 
individuals’ empirical expectations about what others would do and increase honesty, they 
have much less impact on normative expectations and may even backfire if reference 
networks are poorly understood. When individuals learn that most people do not lie, they infer 
that most others disapprove of cheating. Conversely, when told most people disapprove of 
lying, they do not necessarily infer honesty and may distort beliefs self-servingly (Bicchieri 
and Dimant, 2022). Dimant et al. (2020) introduced norm nudges emphasizing moral suasion 
based on either an empirical message about others’ actions or a normative message about 
approval of actions. They varied the framing to highlight either majority honest behavior or 
minority dishonest behavior. The study found a null result and concluded that norm nudges 
must be strong enough to shift existing social norms to be effective.  
Leaders’ significant influence on moral conduct could expedite promoting a more honest 
culture. Acemoglu and Jackson (2015) theorized that in forward-looking societies, prominent 
agents can counter historical influences. By leveraging their visibility, leaders or trendsetters 
can shape others’ expectations and gradually transform a corrupt culture into one that upholds 
honesty as a norm. Along a somewhat similar line, Dimant and Shalvi (2022) suggest meta-
nudging, targeting norm nudges at social influencers in positions of authority to indirectly 
influence subordinates’ honesty, rather than targeting individual behavior directly.  
Interventions targeting social determinants like moral appeals can foster ethical behavior cost-
effectively, although not uniformly in the population. Normative appeals deterred tax evasion 
in low- and medium-income taxpayers but not in high-income taxpayers in a field experiment 
in Minesota (Blumenthal et al., 2001). Moral appeal increased honesty in street newspaper 
payments in Austria, primarily influencing individuals who internalized social honesty norms, 
but it did not increase the proportion of customers paying for the newspaper (Pruckner and 
Sausgruber, 2013). Similarly, moral suasion letters referring to fairness or societal benefits 
sent by Norwegian tax authorities to taxpayers increased the income reported the following 
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year but had no effect on the extensive margin (Bott et al., 2020). In a field experiment in an 
Islamic bank in Indonesia, a moral appeal to late-paying credit card customers decreased 
delinquency by 4.4 percentage points and reduced default among higher ex ante credit risk 
individuals (Burztyn et al., 2019).  
Finally, experiments on honesty oaths, common in various professions (e.g., the banking 
industry in the Netherlands and Belgium), showed that they reduce lying in tax evasion 
games, cheating games, and sender-receiver games, despite lacking legal enforceability (e.g., 
Jacquemet et al., 2019; Beck et al., 2020; see Zickfeld et al., 2024, for a megastudy on oaths 
and tax compliance). Their effectiveness comes from the moral duty to uphold ethical 
conduct, psychologically costly to violate. Kingsuwankul et al. (2023) revealed mechanisms 
behind oaths effectiveness in strategic interactions. They found that one-third of oath-takers 
behave honestly due to the fear of moral judgments by other players who could be affected by 
the oath’s breach, and another third due to the moral costs of oath breach in the presence of a 
passive audience, such as the experimenter. Individuals avoid being perceived as someone for 
whom it is easy to break an oath. 

9. Conclusion 

Cultural, institutional, and organizational environments profoundly shape individuals’ moral 
preferences and ethical conduct. Societal norms, cultural traditions, institutions, and 
socialization processes shape perceptions of what is ethical or unethical. Markets dynamics 
and organizational structures can either diffuse responsibility and normalize unethical actions, 
eroding moral values, or promote ethical conduct and mutual benefits through societal 
coordination. Examples set by leaders are particularly influential in shaping ethical behavior. 
Incentives, whether competitive or cooperative, significantly impact behavior.  Competitive 
schemes may drive unethical actions, like sabotage and deceit, while cooperative settings are 
not immune to collusive behavior and collaborative dishonesty. Therefore, incentive schemes 
aimed at boosting productivity must be carefully designed to avoid unintended ethical pitfalls.  
Beyond formal institutions and organizations, peer effects and social norms also shape ethical 
behavior. The presence of peers, group identity, and the possibility to select information 
sources and one’s reference group (and thus one’s social norm), all contribute to how 
individuals navigate ethical decision-making. If individuals are influenced by peers, they also 
care about their reputation and social image, which explains why most individuals do not 
cheat despite existing opportunities. Social signaling can lead to partial lying when 
unobserved. If interests differ between partners, however, the impact of reputational concerns 
varies, depending on the deniability of misinformation. Guilt aversion also matters, with 
individuals less likely to misbehave if they believe that others expect ethical conduct from 
them. 
Overall, this chapter underscores the multifaceted nature of unethical behavior and the 
importance of understanding social determinants to promote ethical conduct across different 
contexts. Interventions targeting social determinants, such as those encouraging social norms 
of honesty, moral appeals, norm nudges, and honesty oaths, show promise in fostering ethical 
behavior.  
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