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How PEOPLE REASON ABOUT ETHICS
by
Norman Frohlich and Joe Oppenheimer

Once upon a tine there was an independently wealthy social activist.
She worked very hard chanpioning the causes of the poor and the
oppressed. She did community organi zing in poor black nei ghborhoods and
wor ked at establishing daycare centers. The pay was not great and she
had other talents, and so it seened clear that she was not doing it for
the noney. Her actions seened the epitone of ethically notivated
behavior. One day she found herself in need of a dining roomtable and
proceeded to the local flea market. There, at a stand presided over by
an obviously poor, frail, old black nman, she discovered a solid oak
di ning roomtable exactly of the sort she wanted. True it was grinmy and
shabby | ooki ng, but she could see that it was of excellent quality, and
with alittle work could be nade to | ook very fine indeed. And the
price was only $45, well belowits true market value. And so she
proceeded to bargain with that little old nan, brought the price down to
$40, and wal ked away with a real deal. The bargain she struck mght, in
contrast to her behavior in her work, be thought of as ethically
guest i onabl e.

So, in different contexts, our social activist was capable of both
hi gh m nded and petty behavior. For our purposes, the noral of the
story is that ethical behavior is no sinple matter. To understand it,
we may have to examine a variety of contextual factors which both induce
and nediate it.

| ndeed, although ethics has a very |ong pedigree in philosophy, there
is, even now, no universally agreed upon definition of ethics. But by
all accounts, ethics deals with sone aspects of norality (often
identified as the "applied side of ethics). And norality always seens
to involve rel ati ons between oneself and others.! For our purposes we
will stipulate that a situation involves an ethical question when the
best interests of two or nore parties do not coincide, or put another
way, when the preferred alternatives of the two parties do not
coincide.? In particular, a sufficient condition for a decision to have
ethical content is that, in the decision, inproving the payoff to one
party requires bearing sone cost by another.

Implicit inthis definitionis the notion that to "resolve" an
ethically problematic decision sone bal ancing of one's interests with
that of another's nust take place. This places ethics near the anti pode
of self-interest. But nost phil osophers have | ong understood ethical
concerns to begin with the reining in of self-interest. This is not to

1/ Of course morality can involve relations between one human and a non-human. Thuswe
need to keep a broad definition of 'others in mind.

2/ All distributional or zero-sum issues would, therefore, have an ethical component. This
definition obviously doesn't get us to bedrock: after al, what are 'best interests? On the other
hand, we must stop somewhere, and there probably is some agreement as to what constitutes the
important interests of a person.



assert the illegitimcy of one's self-interest. Rather, it is to
specify the territory under exploration. And, of course, individuals in
any situation may, or may not, believe that their choices can affect the
wel fare of others. Further, that belief may, or may not, be accurate.

If the principals lack the relevant information, there may be no ethical
conponent to the behavior even if, with better information, the
situation would call for it. Thus, the evaluation of an act as ethical
or not must take into account an inherently subjective conponent. W
seek to discover whether there are:

< cognitive conditions which |lead one to place limts on self-interest
i n deci sion making;

and

< patterns to the limts one places on self-interested decision making
i.e. varieties of ethical orientations.

The eval uation of a choice as being ethical or not requires know edge
of whether an individual is actually limting self-interest or sinply
acting instrunentally (even if it is in a way that appears to limt
those interests) for sone other gain. Hence, data for a research
program on et hi cal behavior nust be able to reveal whether observed
behavior is, or is not, self-interested.® It would be npbst conveni ent
if we could observe humanity's every-day encounters and use these data
as the basis for our conclusions. But for reasons which will becone
clear, we need to go well beyond observing everyday behavior to test for
t he exi stence of other-regardi ng behavi or.

For any of our findings to be correctable, we will have to identify,
and even neasure, enpirical other-regarding behavior as a noral or
et hical response to situations (see Frohlich and Oppenhei mer, 1997).

The smal | buil ding bl ocks of observations in the experinmental literature
can be used to build a case regarding the way we, as human bei ngs,
reason about ethical matters. W will try to show that the apparently

ot her-regardi ng responses found in the literature (which we presumably
al so find as an everyday conponent of human behavior) are what they
appear to be and are generalizable to a range of ethical situations and
contexts. But, we will argue, the extension to other contexts is likely
to be far froma sinple matter.

A research program based on observi ng and under st andi ng deci si ons
faces sone prelimnary difficulties. As noted above, decisions are a
function of the subjective understanding of the individuals. G ven our
interest in decisions with ethical content, we note that sone contextual
conditions will highlight some ethical aspects of the situation for the
deci sion maker. They m ght even engender a particul ar ethical
orientation towards that situation. Exactly what conditions are

3/ It goes without saying that this can be tricky. For a (somewhat overly) detailed research
design consider Batson, 1987.
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contextually inportant in ethical theorizing and how do these conditions
af fect individuals' responses? Are sone conditions nore likely to
trigger the behavioral responses which ethical theory prescribes? O
course, there is the further question of what people actually notice in
their decision situations and the conparison of this with what ethical

t heory woul d say they ought to notice. Are the observed behaviors

uni versal responses, or are they nere cultural artifacts, |earned
differentially in different societies?*

REASONI NG ABOUT ETHI CS

One can't travel very far in one's study of ethics and behavi or
before one neets the skeptic. The skeptic questions the very existence
of ethical behavior. |In starkest terns, the skeptic believes al
behavior to be self-interested. Thus the skeptic raises the fundament al
exi stential, and even ontol ogi cal, question regarding other-regarding
behavi or (and hence self-interest). After all, concern for others, as
expressed by such terns as altruism is probably the foundational
concern of noral or ethical theory. The skeptic's question is
particularly problematic in the context of rationality theory. It has
often been cl ainmed that we can reduce virtually all other-regarding
behavior to self-interest. And, truth be told, at sone |evel this nust
be possible: neurologically the behavioral inpulses (or values) are al
generated in the brain of the sane person. So reductioni sm appears
pl ausi bl e and possible; but is it useful?

In part the issue here is definitional. |If the values of one
i ndividual reflect the welfare of both self and others, certain
difficulties nmust be overcone prior to the comencenent of serious
theorizing. First, we nust analytically separate self-interest and
ot her-regardedness. After all, to state that the individual nust get
sonmet hing out of the other oriented behavior woul d appear tautol ogical.
At the very least, the individual is acting in terns of his or her
val ues. For our purposes, and for the sake of clarity, we propose a
stipulative solution by defining other-regarded preferences as those
that include placing a value on others' consunption bundles or
wel fares.® Second, there is the question as to howto avoid infinite
feed-back | oops if one actor's welfare is a function of another's and
conversely.® This problemhas been worked out sone tinme ago (see

4/ Thisisakey point in the arguments regarding cultural relativism in ethics. We do not
pretend to be initiating this discussion, de novo. Thereisalong and rich tradition of such
inquiries. Consider, for example, the work of Axelrod (1984), who triesto identify conditions
which would develop patterns of cooperation.

5/ We can stipulate this as something like i's preferences, R;, are afunction of j's consumption
of goods x; or j'swelfare, U;, . Inother words: R, = f(U, x) or R = f(U, U)).

6/ These loops come about asfollows. Say i valuesj'swelfare, and the relationship is
reciprocal. Then, werei to givej, say $1, j'swelfare would increase. Sincei would be happier,
(continued...)
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Frohlich, 1974 and Val avanis, 1958). Such | oops can be precluded by
insisting that we differentiate between direct (first stage) payoffs and
secondary payoffs. Thus, if (Xis, Yit) IS a vector of i's consunption
bundl e of s private goods, X;s, and t public goods, y;;, then i nmay be
said to be other regarding or if i's welfare U = U(Xis, Yit, Xjs» Yjt),
where the last two terns enter into the function non trivially. O,
alternatively, U = U(Xs, Yitr,» U(Xs, VYjt)). The traditional self-

i nterest assunption posits that the last two terns of the first
expression and the last of the latter are null.

To under stand how i ndi viduals can and do relate to ethical
situations, we can look at the attri butes of such situati ons and see how
these attributes mght, (and should) affect the individual's choices.

The attributes of a situation include but are not restricted to:

1. The nunber of other individuals involved in the situation. For
exanpl e, the nunber of individuals affected by a collective project
hel ps determ ne the total effects on others of any action.

2. The structural characteristics of the situation (i.e. how all

rel evant individuals would be affected by the different choices

avai lable). That is: the specific relations between the choices of
each of the individuals and the payoffs that they thensel ves and the
ot hers each receive.

3. The perception of the situation by (or information avail able to)
t he individual s maki ng choi ces.

Since any individual nust choose relative to their subjective
conception of the situation, there can be divergence between the
obj ective state and the subjective understanding of it. This divergence
may be in both the nunber and identity of other affected individuals, as
well as in the inpact of any choices on all individuals. The reality
may, or may not be objectively specifiable and it may or may not
correspond to how any person perceives the situation.’

Clearly variation in any one of these elenents of an ethical
situation may engender different responses fromindividuals. The
enpi rical questions we propose to address can then be ordered as
foll ows:

6/ (...continued)
and j valuesi's welfare, j would have a secondary gain.

7/ Many factors may account for divergences between subjective understanding and the
objective conditions. We would highlight, at thistime, an individual's history of interactionsin
similar situations with the same or similar individuals. Also important are the aspects of the
objective situation highlighted in any presentation. Both can be influential in determining how an
individual perceives a given situation, and hence reacts.
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< First, can we differentiate between sel fish and ot her-regardi ng
val ues and behavi or; and can we denonstrate that the other-regarding
val ues exist?

< What m ght trigger other-regardi ng behavior?

< Can we discover any patterns which m ght hel p us understand how
peopl e reason about ethics and behave in ethical situation?

We end by putting forth conjectures of universal behavioral
characteristics with regard to ot her-regardi ng deci sions.

REASONI NG ABOUT OTHER- REGARDI NG BEHAVI OR:  EXI STENCE AND VARI ETI ES

Many behavi oral scientists have traditionally assumed sel f-interest
to be the tenplate individuals use to evaluate options. COccam's razor
woul d argue that this conjecture be taken seriously. Many have held
that if properly and carefully searched for, other-regardi ng behavior
ei ther woul d prove to be non-existent or relatively rare and
uni nportant. This has been especially true of econom sts, who have
built much of their theoretical structure on the self-interest
assunption.?®

AN EARLY EXPERI MENT: A nunber of years ago, we conducted a series of
experinments designed to identify whether, and how, subjects, under
| aboratory conditions, would exhibit behavior that took into account the
wel fare of others. W al so wondered whet her such di spositions would be
related to other identifiable aspects of the individuals (Frohlich, et.
al ., 1984).

The experinent was structured to focus on the question of self-
interest. Students in classes at the Universities of Manitoba and
Maryl and were recruited into an experinment. All subjects were told that
they were paired with another person (anonynously) in another class. In
cl ass, a research assistant gave subjects a sheet of paper containing a
set of choice situations. The choices were non-strategic. Each choice
woul d unequi vocal |y establish a payoff for the chooser and an (unknown)
other. Subjects were told to record their choices and that one of the
choi ce situations would be selected at randomto determ ne a payoff to
t he chooser and the other student. To insure reliability, the choices
were adm ni stered seven tines over the course of a senmester. A few
weeks after the last adm nistration subjects collected their payoffs
individually froma Departnmental Secretary by showi ng up, at their
conveni ence, and identifying thensel ves.

8/ Not all aspects of economics are constructed on such assumptions. So, for example, the
socia choice literature and game theory have eschewed self-interest. 1ndeed, Kenneth Arrow has
argued that for away around hisimpossibility theorem to exist individuals must have a broader
basis for preferences than simple self interest (Arrow, 1973, p. 122-123).
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In Table 1, eleven choice situations are represented. |In each, the
subject is to choose one row. The first nunber in each row represents
the payoff to the chooser, the second, that to the recipient. The
choi ce situations were designed to distinguish between four different
types of preference functions. Choice 11 denonstrates what they are.
An i ndividual who chose Row A woul d maxi mi ze her own payoff, and the
choi ce woul d correspond to sinple self-interested maxi m zi ng behavi or.
Contra Row A, every other alternative yields a |lower return to the
chooser, and presunmably woul d be chosen only if the different payoff to
the other party were of inportance to the chooser.® The choice of Row B
woul d i nvol ve a decreased payoff for the chooser, but an increase for
the paired other, and hence connotes Altruistic preferences. A chooser
of C takes a decrease in payoff, but gains an increased difference
bet ween her own payoff and the payoff of the paired other, a notive we
characterize as Difference Maxim zing. D connotes Egalitarianismsince
a chooser woul d be giving up sone payoff in order that both receive the
sanme payoffs. Thus the experinental design reflects our attenpt to
identify the existence, preval ence and characteristics of self-
interested and three types of other-regarding behavior: Altruism
Egalitarianismand D fference Maxi m zi ng.

9/ Of course, misunderstandings, errors, and other extraneous factors can also lead to
deviations from the hypothesized individually maximizing payoff choices. These factors were
minimized by the research design: Subjects repeated the experiment numerous times on separate

days.
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Table 1. Experinental Situations for Revealing O her-Regarding
Behavi or”

Stuations to reveal Altruistic Deviance from Self-Maximizing Preferences:

1. 2. 3.
A.8,7 A.8,7 A.8,7
B.7,14 B.5,14 B. 3,14
Stuations to reveal Egalitarian Deviance from Self Maximizing Preferences:
4. 5. 6.
A.8,7 A.8,7 A.8,7
B. 6,6 B.33 B.0,0
Stuations to reveal Difference Maximizing Deviance from Self Maximizing Preferences:
7. 8. 0.
A.8,7 A.8,7 A.8,7
B.7,2 B.6,1 B.5,0
Stuations to reveal a choice from among the set of Preference Types:
10. 11.
A. 7,7 Egalitarianism A.87 Sdf Maximizing
B. 7,6 Difference Maximizing B.7,8 Altruism
C. 7,8 Altruism C.75 Difference Maximizing

D.7,7 Egalitarianism

"Note: The first number represents the payoff to the subject, while the second represents the payoff to the person paired
subject. Thus, in situation 1, a choice of B would yield the subject 7 units and the other person 14 units.

The results of that experinent showed that the self-interested
behavi or was nodal (42.7% . More choices were consistent with a
preference function which was strictly self-interested than with any
other type. But other-regarding behavior was far from negligible.

Aver agi ng across the test dates 57.3%of all subjects nade sone ot her-
regardi ng choices. |Instances of Altruism (19.6%, Egalitarianism
(22% and Difference Maxim zing (19.4% were all observed. A skeptic

m ght argue that the apparent other-regardi ng behavior was sinply error,
but a nunber of factors put the lie to that interpretation. There was
consi stency and speci alization regarding the form of other-regarding
behavi or exhibited. Al nost no one (7 out of 151 subjects) made a choice
that was consistent with nore than one type of other-regardi ng behavior.
In addition, the choices were designed to test for price sensitivity of
the other-regarding preferences. The three types of other-regarding
choi ces scal ed at between .83 and .89 with regard to price sensitivity.
The preferences for the states of others seened to behave |ike
preferences for traditional goods.

To check for other indications that the choices reflected true
under | yi ng preferences, social/denographic correlates of the choices
were exam ned. Differences were found between the distribution of
ot her-regardi ng behavior in Canada and the USA (the experinent was run
in both Manitoba and Maryland) with altrui sm being nore pronounced in
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the USA and Difference Maxim zing in Canada.!® No male/fenale

di fferences were found in the choices per se. However, an exam nation
of the relationship between the type of choice and self identification
with a political party revealed significant rel ati onships between type
of ot heL—regar di ng choices and partisan preferences, especially in
Canada.

In sum these early experinents denonstrated the consistent existence
of other-regarding behavior in a significant subset of the experinental
popul ation in a replicable, controlled experinmental environnment.
Moreover, it showed these inclinations to be reliable, price sensitive,
and correlated with other plausible preferences. These experinents can
be criticized: Although subjects did not know with whomthey were
paired with (and could not find out), they had to pick up their payoffs
at the end of the entire experinment froma Departnental representative.
This contact nmeant that the subjects were not assured of anonymty.
Thus the choices of the subjects could be affected by the subjects
attenpts to please the experinmenters. But they certainly established
findings at variance with the traditional self-interest assunptions in
econoni cs, yet consistent with notions of rational choice.

D CTATOR EXPERIMENTS: Wth the gromh of game theory as a field of
study in econonmics, a few years |ater, sonme econonists (mainly working
in gane theoretic and experinental areas) began to treat the assunption
of self-interest less as an axiom and nore as a bold, testable,
conjecture. Oher social scientists have joined in the effort. This
has |l ed to a nunber of experinental tests of the conjecture. Most
direct tests have had a simlar basic structure, one which resenbl es,
but sinplifies and refines, the experinents descri bed above. They are
known as dictator experinents.

Di ctator experinents, were explicitly designed to insure the two-way
anonymty of the subject: protecting the chooser's identity from both
the experinenter and the paired other. This is done by having subjects
in one room (called RoomA) each receive an envelope with noney in it.
In a privacy booth, they then each take what they want and | eave the
rest for an anonynously paired other in the second room (called Room B)

10/ While, this result may be confounded by the fact that students in Canada were recruited
from a Business School while those in the USA were Arts and Sciences students, the fact remains
that differences were found.

11/ In both countries, gender played a mediating role between choices and partisan
preferences. In Canada, male Conservatives were more prone to difference maximizing and
disinclined towards altruism; male Liberals |leaned towards egalitarianism, and male New
Democrats (socia democrats) inclined towards altruism and away from difference maximizing.
Females followed no discernable pattern. In the USA the relationships showed significantly only
in females. Female Democrats were inclined towards egalitarianism and against difference
maximizing while female Republicans favored difference maximizing. But some of thislack of
significance may be due to small samplesin the USA (28 males and 27 females).
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by dropping the reseal ed envelope in a box.* This anonymty deprives
t he choosing individual of any notive to choose to get a reputational,
or other, secondary gain fromeither the experinenter or the paired
ot her.

Very roughly, one could describe the results of these traditional
di ctator experinents, as follows: about one half to two thirds of the
subj ects take all the noney; half of the others (i.e. between one sixth
and one quarter) leave half of the noney for the other person; virtually
all the rest |eave less than half, but there are sone few who | eave a
lion's share for the other person.!

Di ctator experinents inprove the research design by increasing the
anonynmty of subjects making the choices and by focussing solely on
sinple division problem Hoffman et al. (1996) interpret the results of
a series of experinmental variants of the dictatorship protocols. In
t hese, the psychic distance between the subjects and the experinenter
are varied. At one extrene there is a so-called "double blind"
condition. Subjects are called upon to divide a provisional payoff of
$10 in cash with an unknown, unseen, other in another room No one can
know the subject's identity because the subject makes the division of
dol | ars behind a screen, when the experinenter is out of the room
repl aced by a randomy sel ected student nonitor running the experinent.
No record is available to link the subject's choice with the subject.
The subject's decision cannot be known to the experinenter. Hence, no
experimenter can reward or punish the subject on the basis of her
choice. At the other extrenme the subject must reveal a tentative

12/ More details of the experiment are relevant in that they help insure the double anonymity of
the choosing subject: see Roth, 19953, for a discussion of the designs. It should be noted that the
current design deviates from our early experiments reported in the previous section. For example,
the game which is played here purely distributional, or zero sum. Our early experiments were
variable sum games.

13/ Contrathe need for anonymity, it should be noted that, despite the imperfect anonymity, in
the Frohlich, et. a. 1984 experiments 19 percent of the subjects showed no compunction in
exhibiting (nasty) difference maximizing behavior and 47 percent were unshamefacedly self-
interested. Thisresult isquite similar to the results in current dictator experiments (see the
discussion below, on page 9).

14/ 1t isperhapsinstructive to compare the results of these dictator experiments with the
results of our early experiments described above. The results reinforce each other nicely. The
dictator experiments are not designed to discriminate between self-interested behavior and
difference maximizing behavior: both types of preferences would lead a subject to keep al the
money. Hence, the 64% of subjectsin Hoffman et a. 1996 who took all the money roughly
correspond with the 65% who were either self-interested or difference maximizing in the Frohlich
and Oppenheimer (1984) experiments. In both experiments, the rest of the subjects may be
assumed to exhibit some form of beneficent other-regarding behavior (altruism, egalitarianism, or
perhaps some other form). Among those who do leave money, about half, leave exactly haf of the
money and most of the rest leave less. This also roughly corresponds to the division between
altruists and egalitarians found in our earlier experiments.
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division to the experinenter before actually receiving any payoff, thus
violating the subject's anonymty with the experinenter.

Results fromthese experinments show the exi stence of an experi nenter

effect, as posited. In the nost anonynous condition 64 percent of the
subj ects keep all ten dollar bills. 1In the |east anonynous condition
roughly 18 percent take it all. Internediate |evels of anonymty
engender internediate |levels of division. |Increased anonymty between

subj ect, experinmenter, and the recipient of |argess seens to Increase
self-interested behavior. But it does not extinguish other-regarding
behavior. 1f, in the nost anonynous condition, 64% | eave nothing, that
still leaves 36% who | eave sonet hi ng.

I ncreasing the anonymty of the dictator and/or the social distance
bet ween di ctator and potential recipient was designed to reveal the true
nature of other regarding behavior. But the separation of dictator from
both reci pient and experinenter may have introduced anot her confoundi ng
factor. Roberta Frohlich, a perennial critic of context-thin
experinments, upon hearing about the results of sone anonynous

experinments posited the follow ng explanation: "Dictators don't believe
that anyone is there.” Indeed, in the anonynous doubl e blind experinent
there is an absence of definitive evidence that there really are others

in another roomwho will receive whatever noney |eft by the dictator.

Wil e sonme dictators may have believed the experinents are as depicted,
others could well question the real inpact of |eaving noney in the
envel ope.

To test for the possibility of this confound we designed a set of
doubl e blind dictator experinments in which subjects anonynously answered
guestions about their beliefs in the existence of others and the fate of
the noney to be left in the envel ope purportedly for the paired other
(Frohlich and Oppenhei mer, 1996b). Subjects took a chit with a nunber
on it with themout of the experinment and were, w thout warning,
intercepted in the hall and asked to fill out a questionnaire,
anonynously, putting their nunber, unknown to the experinenter, in a
seal ed envel ope with the questionnaire. Qut of a total of 41,
dictators, 23 |left amount greater than zero for the other person. The
guot ati ons bel ow are fromresponses in these experinents. The anonymty
can be seen to function for sone, albeit inperfectly (Frohlich and
Qppenhei mer, 1996b): 1°

(Amount left: O; Place: MD) "I took all of the noney and all of the
pi eces of paper. | believed that there were "Room B" peopl e because
| nmet other people along the way who were going to a different room
| assuned that that was roomB. | took everything because | thought
t hey woul d never know if | didn't give them any noney, and therefore,
| wouldn't feel guilty. The anpunt of noney made no difference. ™

15/ For brevity we present only a single representative comment to illustrate each point we
wish to emphasize. We also report the amount left in the envelope for the other person, and the
place in which the experiment was run, Maryland, USA, or Manitoba, Canada.
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But the research design raised questions in the mnds of sone other
regarding the true nature of the experinent:

(Amount left: O; Place: Canada) "I ama student and | needed the
noney. | doubted the existence of RoomB. | took the opportunity
(and the noney), as | do not care about the person with whom| am
paired. You snooze you | oose."

Note that the latter dictator reports doubt regarding the existence
of others but the doubt doesn't seemto have played a nmajor role since
raw self-interest is the reported notivation. Sone others, who, it
ought be noted, tended to give nore, had other interpretations of the
experinmental franme including doubts that the anonymty would actually be
mai nt ai ned:

(Amount left: 5; Place: Canada) "I nade the decision that | did
because if we are saying out |oud what we left in the envel ope |
didn't want people to think I was greedy."

So even careful ly designed experinments nust be subjectively
interpreted by the subjects, and there is no certain iso-norphism
bet ween the objectively constructed and subjectively understood
realities.

But the bottomline was that subjects' beliefs regarding the true
nature of the experinent affected their behavior. About 25% of the
vari ance of the noney left is reflective of beliefs regarding the
exi stence of others who are to receive the noney and the less likely
t hey believed the noney would go to the others, the less they left. And
on the basis of the cooments witten on the questionnaire, a nunber of
individuals (at least 6 of the 18 who left nothing) seened to be
choosing as if the outconmes were ganbles, and a form of probabilistic
di scounting was affecting nmuch of the behavior. Consider the follow ng
coment s:

(Amount left: O Place: Canada) "I really didn't believe that
sonmeone was paired with nme. Wen nmaking ny decision | thought about
whether or not if | was indeed paired with someone - should | |eave

half for themand take half for nme. Since however | concluded there
probably wasn't anyone in the other room | took all of the noney
nmysel f."

( Amount

I . 1, Place: MD) "I wasn't sure whether or not there are
people in

eft
t he ot her room"

In the nost anonynous conditions in dictator experinments significant
anounts of noney are left and variations in context affect the anount
| eft. These data support the previous evidence cited (Frohlich and
Oppenhei mer, (1984) for the existence of other-regarding behavior. But,
addi ti onal experinments have denonstrated that other factors of the
deci sion context can affect behavior, giving further credence to the
exi stence of other-regardi ng behavi or.
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Rot h, (1995) presents an excellent review of the dictator and cl osely
related literature and notes (p. 282) that a | aboratory experinent
framed in a market context generates choices which are nore
self-interested than does a |aboratory 'dictator' environment. He also
notes that two different procedures for paying subjects have been used.
In some experinments subjects are paid a show up fee for attending the
experinment, in other experinents, not. The anounts |left were different
under the two conditions, being higher when subjects were not paid a
show up fee. |In that case, the nodal behavior was to | eave half of the
noney for the other person. Mre than 40 percent of the subjects left
one-hal f of the noney when subjects were not paid a show up fee! This
behavior is consistent with an assunption either that benevol ent ot her-
regardi ng preferences exhibit dimnishing marginal returns (re others
payoffs) or that they are sensitive to other distributional
characteristics of the payoffs between the self and others (perhaps to a
m ni mum paynent others are entitled to for show ng up).?®

Grossnman and Eckel (1996) have argued that the |ack of context in the
doubl e blind dictator experinment threatens the external validity of any
results found. Put sinply, it is hard to find real world situations
devoid of contextual details. Such "thin" contexts, as they appear in
the | aboratory, may nmake it nore difficult to interpret what is at the
base of other-regarding behavior. Their point is that when sone
attributes of the other person are invoked, it can change what a chooser
| eaves in the envel ope. By always sterilizing the context, we can't
conme to understand what triggers other-regardi ng choices: elenents of
t he context nmay be what | eads people to behave altruistically.

They (1996) have run a nunber of experinents in which they varied the
characteristics of the recipient of the nonies: changing the nature of
the other's need or entitlement. 1In one variant they introduced
information on the potential recipient's behavior in previously played
nodi fied dictator ganes. |n another they nade the recipient a charity.
They altered the gender of subjects. And they even altered the benefit
associated with | eaving noney for the other - matching funds left to
increase the value to the recipient of any noney left by the subject.

Not surprisingly, they found that contexts to be inportant. Each of the
vari ed factors changed behavior significantly.?’

SOVE CONCLUSI ONS ABOUT CONTEXT AND OTHER REGARDI NG BEHAVI OR

Designers of the dictator experinents hoped that they would confirm
the empirical sinplicity of self-interest as the universal tenplate, but
it hasn't quite worked out that way. And, in retrospect, achieving a
definitive answer to such a sinple research question is problenmatic.
After all, what evidence could falsify the self-interest hypothesis?

16/ See Frohlich and Oppenheimer, 1992 for a discussion of the ethical importance of floor or
minimum incomes in income distribution problems.

17/ Similar findings were reported in experiments by Cain (Forthcoming).
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Technically, it mght be thought that if there is a statistically
significant (say with a p < .05, or p < .01), and persistently
observabl e, gap between the observed anobunt left in the envel opes and O,
we have falsified the hypothesis. But this does take into account other
experinmental findings, such as those of Saijo et. al., 1992, (discussed
further below in footnote 22). Their findings showed that even in pure
cooperation ganes one often gets |levels of cooperation of only around
80% The 20% shortfall seens to reflect errors of judgenent by the
subjects. Falsification would require nore than 20% vari ance from zero.
And the data tend towards falsification. In the majority of
experinmental tests of self-interested behavior, the anmount left, as well
as the nunmber of subjects |eaving noney for the second person, are
unlikely to be explicable as sinply an error of understanding as they
are in the Saijo experinents. The residuals are nuch higher in the

Di ctator experinents.

Current efforts at establishing a purely self-interested expl anation
for choice seemto have foundered, or at |east stalled. The results
fromthe various experinents described above indicate that the degree to
whi ch self-interest accounts for observed behavior in |aboratory
experinments seens to be a function of a nunber of variables. The degree
of anonym ty/social distance seens to nmatter, but even when controlling
for it other variables enter and affect other regardi ng behavior.

Hence, the problem of nore conpl ex individual notivations and the role
of context nust continue to haunt theorists of 'non-market' decision
maki ng and econom cs, and give confort to those who posit the
possibility of ethical behavior.

And so we begin to exorcise the skeptic. The enpirical program of
ethical inquiry is a neaningful enterprise which nmay hel p us understand
the nature of human ethics. Having established that main point, we nust
now consi der how i nvestigating other decision contexts may enable us to
build on the findings above.

REASONI NG ABOUT FAI RNESS AND Di STRI BUTI VE | SSUES
RULE BASED CONCERNS FOR FAI RNESS

Above we have been concerned with establishing the existence of
ot her-regardi ng behavior interpreted as interacting utility. But other
fornms of ethical concern and other bases of ethical behavior exist.
| ndi viduals may hold that certain types of actions are sinply "right”
and may base their choices on follow ng the appropriate ethical rules.

In the Frohlich and Oppenhei ner dictator experinents (1996b)
descri bed above, a nunber of individuals who |eft noney admitted to
doi ng so because it was the right thing to do. |Indeed, even a subset of
dictators who admtted doubts about the existence of people in a second
roomreported that they didn't use probabilistic discounts in naking
their decisions. The comrents of 11 individuals (out of the 24 who |eft
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sone noni es)!® indicate that they chose on the basis of noral rules.
Here a range of comrents is provided to illustrate the variety of
different rules which may have governed subjects' deci sions:

(Amount left: 1; Place: MD) "I thought if there were people in the
ot her roomthey deserved to nake at least $6 / hr so | left $1 to add
to Oppenheinmer's $5."

(Amount left: 3; Place: Canada) "I decided to do what | did because
it is human nature to be selfish, but on the other hand nost of us do
have a small, little consci ence."

(Amount left: 5; Place: Canada) "I chose to | eave the anount that
did because | felt that it was a fair amount, in terns of equality.

| know | would have felt cheated if | got less than half so what |
did is left $5 and 5 slips of paper so that whoever got ny envel ope
(if they did exist) would feel that they had not been cheated. But |
was al so thinking of taking all $10 and splitting it with the nonitor
since he didn't get any extra noney and since it was only a smal
anount of noney, he deserved sonmething. | know he exists.”

(Amount left: 5; Place: MD) "The world isn't fair but that doesn't
mean that we should not try to nake it fair (i.e. | split it 50/50)."

(Amount left: 5; Place: MD) "I wanted to be fair to whoever was
paired with me so | decided we would split the noney. | was fairly
confident there were actually people there. Even if there weren't
others, | feel | have been fair. "

(Amount left: 5; Place: MD) "I was not at all convinced that there
really were people in roomB, but since there could have been, ny
conscience wouldn't let nme take nore than half. M/ Christian val ue
system strongly affected ny decision.”

(Amount left: 10; Place: Canada) "I have left all 10 bills for the
si npl e reason that the noney does not belong to nme and as prom sed
the professor has paid $5. | don't want noney which is not mne.
Thank you."

The rel atively | arge nunber of individuals who say they nade their
deci sions on the basis of a deontol ogical decision structure is evidence
for another factor influencing the way peopl e reason about ethics. See
A son, 1967 and Prior, 1967 for a quick summary of some of the basis for
deontology in ethical reasoning. Inplicit in some of the rules seens to
be a concern for distributive justice.

CONCERNS FOR Di STRI BUTI VE JUSTI CE

18/ One Canadian individual who gave nothing cited such rules as dictating that he take all the
money he received and give it to his church for charity.
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For the nost part, the experinents we have di scussed above invol ved
one-shot or transient, two person relationships. |In these situations,
the main factors that woul d appear to expl ain other-regardi ng behavi or
have been interdependent preferences and choi ces based on et hical
decision rules. But other contexts involve nore people and nany ot her
ways in which the welfare of others are affected by an individual's
choice. And this can lead the individual to narshal nore conplicated
et hi cal judgenents. For exanple, rather than being directly and solely
concerned about the welfare of others, an individual may be concerned
about the fairness of a pattern of the distribution of payoffs anong
i ndi viduals.' The concern for fairness may be the prinmary notivator,
rat her than the direct concern for the other. There are many enpirical
contexts in which fairness is likely to be a salient factor: famlies,
teans, working groups, and coalitions are just a few which cone quickly
to mnd. In exam ning how people reason about ethics it my be
i mportant to go beyond sinple binary determ nate choices to
differentiate anong underlying notives.

One of the earliest such experinments (MIler and Qppenhei nmer, 1982)
| ooked at the role of fairness in the choice of coalitional partners and
outcones in voting contexts. As with the other experinents described
above, the test was based on whether individuals would choose to take
| oner nonetary payoffs for thenselves to insure a fairer distribution of
payoffs across players. But in this case the context was a coalition
ganme involving nore than two players. They found that individuals, in
t he absence of anonymity, allowed concern for fairness to affect their
choi ces. Individuals accepted substantially | ower payoffs than they
need have. ?

Later experinments (Roth, 1995) have been concerned about precisely
whi ch environnents seemto support and squel ch such notivations. They
found that some contexts extinguish all but sinple self-interested
behavior. In other words, concerns for fairness seemvulnerable to the
institutional structure of the choice. But since a concern for fairness
does exhibit itself in a nunber of well defined, and replicable choice
situations, it is potentially inmportant to consider the factors which
m ght affect its energence.

Hof f man and Spitzer (1985) were anong the first to examne the role
entitlements play in defining (at |east subjectively) what m ght
constitute a fair division of noney in an experinent. They found that
when the right to divide noney between oneself and another is determ ned
by neans of a nechani sm based on skill or know edge, the divider (the
prototype of the dictator) was nore inclined to take a | arger proportion
of the noney than when the assignnment of the division right was done at

19/ These differencesin motivation may be characterized as a difference between altruism and
notions of fairness such as egalitarianism.

20/ A number of other experiments have been run to expand these findings. See, for example,
Eavey and Miller, 1984, and Eavey, 1986.
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random In a series of scenarios sketched to subjects via phone calls,
Konow (1994) denonstrated that willingness to surrender resources to
anot her party were a function both of entitlenents and the needs of the
other. And Kahneman, Knetsch and Thal er (1986) have denonstrated that,
even in market contexts, the definition of what constitutes a fair
pricing policy is dependent on the context of the exchange.

Per haps the nost cel ebrated nodern attenpt to address the question of
fairness in distribution is John Rawls', A Theory of Justice (1971).
Rawl s addressed, from a phil osophi cal point of view, what m ght
constitute fairness in the organi zation of society in general, and in
the distribution of what he called "primry goods” in particular. 1In
one of his nost w dely conmmented upon argunments he presents a sort of
t hought experinment in which he proposes how one m ght consider an ideal
way of reasoning about distributive justice. A key conmponent in his
argunment is the hypothetical device of a set of representative
i ndi vi dual s reasoning frombehind a veil of ignorance in what he called
an original position. This arrangenent is presumed to invoke inpartial
reasoni ng anong the individuals - reasoning which takes the interests of
all into account in an evenhanded fashion. A crucial link in Raw s’
argunment is the notion - shared in many phil osophical circles - that
impartial reasoning applied to an ethically problematic situation yields
a solution with a claimto ethical validity. The bite in Rawl s argunent
is that the individuals in question are not allowed to know what role
they are to play in society they are choosing. Not know ng which
position they are to occupy, they nmust weigh everyone's interests fairly
in their choices of the principles which will determ ne the payoff
structure in society. In this way, ignorance induces inparti al
reasoning. By explicitly using the assunptions of rationality and self-
interest Raws attenpts to identify their normative inplications when
they are applied in a context of inpartial reasoning.

In a series of experinments (Frohlich and Qppenhei ner, 1992) we have
shown that many of the conditions identified in Rawl s’ argunment can be
approximated in the | aboratory and that experinental nethods can be used
to identify what constitute fair outcomes regarding incone distribution
I n experinments conducted in Canada, the US, Poland, Australia (Jackson
and Hill, 1995) and Japan (Saijo et. al. 1996), under a nunber of
experinmentally varied conditions, the vast majority of experinental
groups (about 75%in each country) were able to reach consensus on the
sanme principle as the fairest for the distribution of incone in society.
That principle guaranteed a mininmumincone for all in society with the
proviso that after those needs were funded, no constraints should inpede
i ndi vidual s' earnings. Goups were conmtted to the notion that a
guaranteed floor incone was required but rejected the inposition on a
ceiling for incones.

Groups' deliberations were taped, and an analysis of their
conversations reveal ed that the preferred principle was favored because
it constituted a conprom se anong three conpeting ethical inperatives
which lie at the heart of the distribution problem need, entitlenent,
and efficiency. These are also the dinensions identified by Konow
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(1994, 1995). There was general consensus that: 1) there would al ways
be sone deserving poor who, for reasons beyond their control, could not
support thensel ves and nerited support at sone |evel above survival; 2)
i ndi vi dual s who exert efforts to earn incone should be entitled to a
reasonabl e proportion of their earnings and so the support that they
give to the deserving poor should not be overly confiscatory; 3) the

| evel of support granted the deserving poor should not be so high as to
encourage individuals to shirk work responsibilities and rely on a
guaranteed income. This is to insure that all who could work have an
incentive to do so. The |level of support for the deserving poor (the
fl oor incone without a ceiling on the high producers) constituted the
conprom se between these conpeting inperatives. 1In their discussions,
subj ects often explicitly referred to the trade-offs between these
ethical principles. And in that sense, the ethical principles were
treated simlarly to econom ¢ goods, nmuch as subjects in sinple division
probl ens, described above, treated others' well being.

Those experinents indicate that in sone ethical situations, subjects
fromdiverse cultures can reach agreenent on what is fair. Further,
t hey show t hat reasoni ng about fairness resenbles in still other ways
i ndi vi dual reasoni ng about purely self-regarding matters. For exanpl e,
we saw (1992) that conprom ses regardi ng ethical values seemto take
pl ace anal ogously to conprom ses on other values (see chapter 6 on how
t he groups went about setting an incone floor).

ETH cAL BEHAVI OR I N COLLECTI VE ACTI ON SI TUATI ONS

Many substantively inportant ethical situations outside the
| aboratory involve the strategic interdependence of individuals'
choi ces. To study how individual s reason about ethics, therefore, it is
al so inportant to exam ne | aboratory situations in which the payoffs to
the individuals involved are strategically interdependent.

The probl em of the social distribution of inconme carries within it,
inplicitly, a collective action problem The total product of a society
can be viewed as a divisible public good towards which each nenber of
soci ety can contribute by exerting productive energy.? And the problem
of collective action (O son, 1965) to achieve a group benefit is perhaps
the area which has attracted the greatest scholarly interest anong
students of social problens. Oten nodelled as an n person prisoner's
dil emma gane [hereafter referred to as an N-PD] (Hardin, 1971, 1982),

t he nodel s juxtapose the self-interested choice of w thhol ding val uabl e
resources froma group effort with the socially beneficial choice of
contributing those resources. 1In the prisoner's dilema the only

21/ Indeed, thiswidely understood fact may be the major barrier against the libertarian notion
of aminimalist state (c.f. Nozick, 1974).
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theoretically justifiable outcone is said to be that of non-cooperation,
or the Nash outconme (see Binnobre, 1993).22

However, evidence of socially oriented behavior have been reported in
prisoner dilemma type situations since the first description of the gane
by Fl ood (1952, 1958) and others. This behavior has been reported both
in |aboratory experinents, and in reports of 'field data (Baunol and
Cates, (1979). Oher-regarded notivations furni sh one possible
expl anation for the observed cooperation. But it is often difficult to
know precisely what is generating the behavior.?® In a review of the
experinmental literature in this area (Ledyard, 1995) found a w de
vari ety of circunmstances under which individual behavior diverged from
the self-interested econom c prescription. But he noted that in well
desi gned experinments "... about 20 - 25% of the aggregate contri butions
(are) unexpl ai ned.”

O her-regarding or fairness oriented behavior furnishes a possible
expl anation for these widely reported divergences fromthe prescriptions
of the self-interest assunptions. But, in these situation as well, it
is inmportant to note that contextual details dramatically affect
behavi or and, presumably, sone aspects of the weighting of ethical
considerations in the reasoning which | eads to individual choices.
Certainly these details affect individuals' propensity to cooperate at
sonme cost to thenselves. Sonme contexts, again narkets are a good
exanpl e, 2 seemto squel ch nost other-regardi ng behavior. O her
factors, for exanple, sinple forns of communication, can insure
virtually conpl ete cooperation.

22/ Other sorts of games have been used to describe collective action (see Schelling, 1973;
Frohlich, et. a., 1975; and Hardin, 1982). In cases where an individual can make a difference
under some circumstances, but not all, even altruists may not find they are sufficiently efficacious
to warrant contributing to a collective effort. Hence it can be very difficult to tell whether
behavior which is not supportive of the socially optimum outcome is motivated by selfishness. It
often could be just as easily explained by rather simple consequentialist behavior.

23/ For example, when there is a consistent but small level of disconfirming data one is aways
attracted to the idea that the disconfirming data reflect noise in an experimenta design. One
serious study which lends credence to such aview is by Saijo and Yamaguchi, 1992. They found
that cooperation rates in N-PD games or games involving voluntary contribution mechanismsto
public goods with no provision points and without communications typically settle down to about
20%. But, of course, that result can also be interpreted as the "altruists’ and/or "egalitarians’
identified in previous experiments. Changing the payoffs so that the game has a dominant
cooperative strategy, they observed just about 20% non-cooperative behavior. One interpretation
they put forward is that we can expect about 20% error in choices. But again, that 20% may just
be our old enemy the "difference maximizer."

24/ Perhaps the most astounding results showing the importance of context are those reported
by Plott (1983). He shows that in the case of externalitiesin an unregulated market (p. 112) the
public good can go virtualy ignored. He then goes on to show that non-incentive compatible
systems of regulation do little to correct the situation. (p. 115).
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Recently, we constructed a two phased experinent which parallels the
structure of a repeated (5 person) n-person prisoner's dilema (N PD)
Al'l groups of subjects played a repeated, N-PD w thout comrunication in
Phase 2. But in Phase 1 there were a variety of experinental
conditions. |n sone groups, subjects nade decisions which were not tied
to their own payoffs during phase 1. Rather, the choices led to payoff
out cones whi ch then were reassigned randomy to nenbers of the decision
group.? This was done to invoke inpartial reasoning within a N-PD
context. This "inpartial transformation” of the Prisoner's Dl ema has
a dom nant strategy of conplete cooperation and may be viewed as a
device for aligning individual and group interests. By aligning
i ndi vi dual and group incentives, this arrangenent was expected to | ead
to nore cooperative behavior and to invoke ethical notivation in
i ndi vidual s (Frohlich and Qppenhei ner, 1995 and 1996a). As nenti oned,
di fferent communication conditions were also introduced in different
treatments within groups in Phase 1. It was anticipated that in Phase
2, which was constituted as a set of subsequent rounds of the sinple 5
person N-PD, with no comruni cation, the subjects who had experienced
inmpartial reasoning, would exhibit nore cooperative (ethical) behavior.

These experinments showed that inpartial reasoning can nbve groups a
| ong way towards optimal provision of benefits. But the use of the
inmpartiality device had two unanti ci pated consequences. First, subjects
pl aying the N-PD froman inpartial point of view although they were
nore successful in achieving cooperative outcones in Phase 1, evidenced
no rel ationship between their reported ethical concerns and their
behavior. By contrast, individuals in a control group playing a regular
N-PD showed a strong and significant relationship between their ethical
concerns and behavior. In the second phase of the experinments - when
bot h experinental and control groups played repeated, regular N PD s%
hi gher | evels of cooperation persisted in the group that played the

regular NNPD. In other words, the effect of greater cooperation due to
inpartial reasoning was not only transient - in that it disappeared
after phase 1 - it seemed to underm ne subsequent cooperation and | eave

the group worse off than those in the control group who had played a
regul ar N-PD

One possible interpretation of these findings is that the device of
inmpartial reasoning - by virtue of the very fact that it aligns
i ndi vidual and group interests - nmay blind participants to the ethical
di l enmas i nherent in the situation. As Professor Steve Turnbul
commented at a presentation of the results - "It prevents subjects from
flexing their ethical nuscles.” By renoving the opportunity to westle
with the dilemm, the device may be cueing individuals sinply to foll ow

25/ Some groups, as a control, played aregular N-PD without such payoff randomization
during this phase.

26/ Another variation in the experiment allowed for forms of communication in Phase 1. We
found that communication, especially when subjects were in aregular N-PD, led to an improved
level of cooperation after communication was ended (i.e. in Phase 2).
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their individual interests, and nay cause self-interested behavior to be
reinforced and carried over into subsequent decisions.?

Qur results suggest that when sequential decisions are nmade, and the
earlier decisions are ones which do not involve ethical tension but
invite individuals to exercise sinple self-interest, those early
decisions may blind individuals fromthe ethical dilema they face in
subsequent deci sions and mi ght underm ne ethical reasoning. Their
subsequent behavior therefore may yield worse outconmes than woul d have
been obt ai nabl e had they practice in westling with ethical dilenmas. 28
The deci sion context and experience nmatter.

CONCLUSI ONS

There are powerful disputes concerning how individuals reason about
ethics. The findings we have cited and di scussed are still prelimnary.
But it appears that there is an irreducible core of behavior which | ooks
like, snells Iike, and which is best thought to be: noral behavior. The

data indicate that its existence is not preposterous. It puts the
burden on the skeptic. The sinplest assunption which can account for
the facts appears to be a noral concern. |In general, the val ue one

pl aces on one's own consunption is only one of many values. To figure
out how peopl e reason about decisions with nunerous val ues, we nust
identify sonme of those other values, and how people deal with conflicts
anong those val ues.

At this point, we cannot develop an overall theory of the general
subject. But we can identify a nunber of properties about how peopl e
reason about choi ces when the welfare of others is at stake. W can say
a few things about the existence of other-regarding as well as other
forms of ethical behavior, and we can identify factors which affect both
t he invocation and form of this behavior.

The following italicized statenents are the mniml |essons we can
carry away fromthe experinments designed to confront the self-interest
conjecture and noral behavior: First, recall that even when deciding in
context free situations, about 1/2 the observations violate the sinplest
version of the self-interest assunption. The self interest assunption
seens very vulnerable to the follow ng two observati ons.

A substantial subset of individuals consider the wel fare of others,
as a value, in itself, when making a deci sion.

27/ Note that this would be consistent with conjectures that markets would squelch other-
regarding behavior (see the discussion of Plott's findings above in footnote 23).

28/ Of course, this tendency must be contrasted with the contrary tendency for subjectsin
repeated rounds of prisoners dilemmas to reduce their contributions as they experience freeriding
by others.
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But for a substantial nunber of individuals ethical choices may be
determ ned on the basis of rules, which are sinply believed to be right
(Frohlich and Oppenhei ner, 1996b).

Some i ndividual s use deontol ogical rules which are at variance with
purely self-interested behavior.

G ven the existence of ethical behavior, we can conclude that the
formit takes is sensitive to the characteristics of the chooser and the
obj ect of the behavior. Thus a nunber of characteristics can affect
behavi or:

The relative noral status of the other party in an experinment matters
(see Cain, forthcom ng as well as Eckel and G ossnan, 1996).

| ndi vi dual choices to help others are nedi ated by judgenents of noral
wor t hi ness.

Ascriptive identity characteristics of the individual choosers nmake a
di fference: (Eckel and G ossman, 1996 focus on gender; Frohlich and
Qppenhei ner, 1992, Appendi x C, exam ne a nunber of vari ables).

Cultural differences, as may exi st between individuals socialized
into different sex roles, wll generate different patterns of
choi ces.

But we can al so make sone general statenments about the form of
et hi cal behavior. Mny instances of ethical behavior resenble
traditional econom c behavior in their characteristics. They are
subject to the sanme calculi as are evident in other econom c deci sions.
This is inportant in that it opens the possibility of analyzing a nunber
of fornms of ethical behavior wth traditional econom c tool s?:

The rel ative cost - benefit context matters (Frohlich, et. al. 1984,
Frohlich and Oppenhei nmer, 1992, Eckel and G ossman 1996, Roth, 1995;
Eckel and Grossman 1996; and Cain, forthcom ng).

I ndi vi dual choices to help others usually reflect costs and benefits
| eading to margi nal cal cul ati ons.

The perceived |ikelihood of others actually being hel ped by the
behavi or affects other-regardi ng behavior (Frohlich and Oppenhei ner,
1996b) .

| ndi vi dual choices to help others are subject to probabilistic
di scounti ng. *®

29/ Thismay be less true of deontologically motivated behavior

30/ Theimpact of this on behavior in collective action situations with high stakes and
(continued...)
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Finally we note that the context of the decision matters, and this
includes the institutional structure within which the decision is nmade:
(Rot h, 1995), Frohlich and OCppenhei nmer, (1996a).

Sone social contexts, such as markets, turn - off, while others turn
- on, other-regardi ng behavioral patterns.

A decision context's anonymty matters (see Hoffman et al., 1996),
al t hough the extent of the effect may be affected by uncertainty invoked
by experinental design factors (Frohlich and Oppenhei ner, 1996b).

I ndi vi dual choices to accept a | ower nonetary payoff may really be
designed to capture broadly construed reputational payoffs (including
antici pated reciprocity).

THE EFFECTS OF CONTEXT AND | TS | NTERPRETATI ON

We have noted that significant instances of ethical behavior are
observed in the |aboratory. That being said, it has to be enphasi zed
that the way in which others' interests, or ethical principles affect
behavi or are variable. Some decisions are largely self-interested,;
sonme, altruistic; some concerned with equity; and sone concerned that a
person do better than some other(s). And these decisions reflect basic
di spositions whose wei ghtings are potentially variable as a function of
who the "other"” is, how the choice situation is sized up, and the |ike.
So it is not inconsistent for an individual to be altruistic regarding a
spouse, a nenber of his club, a close friend, or even the average
citizen of his town, and yet behave as a difference maxi m zer regardi ng
a nmenber of an ethnic group which he dislikes. Qher individuals my
di splay different m xes of other-regarding behavior in differing
situations. These dispositions are variable both within and across
i ndi vi dual s.

To say that any individual's decision is based on that person's
per ceptions and understandi ngs of the situation she faces does not say
much. Many aspects of a situation may play a role in determning a
deci sion. These aspects nmay include: the nature of the others invol ved;
entitlements such as just desserts and need; historical experiences in
simlar situations; and ethical values such as efficiency and equity.
For any deci sion maker, sone situations will evoke sone of these aspects
nore strongly than others. Hence the type of ethical behavior exhibited
will often be situationally specific. Even nore troublesone, the
variability will be a function of how the situation is sized up by the
i ndi vi dual decision naker. Hence the findings tell us that there are

30/ (...continued)
substantial ethical content could be severe. For example, in discussing the "good German"
syndrome, Oppenheimer (1985) shows that if such discounting takes place, we can expect that
where no one individual is very likely to make a difference, substantial failure of ethical behavior
can be counted upon to enable political evil to remain unchallenged.
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sone categorical variables which may, or may not be, picked up by the
i ndi vi dual, and which invoke differing weightings and deci si on nodel s.

But it would seemthat we can say nore. Take, for exanple, a
situation in which a group is attenpting to obtaining a val ued public
good. W have seen that its context can determ ne the outcone. And the
out cone can vary fromextrene suboptimality to optimal provision. The
extrene divergence of behavior under varying contexts seens to contain a
| esson. It would appear that in situations where self-interested
behavior is the norm (e.g. markets, and other situations with policies
governing the structure of payoffs to prevent any divergence between
i ndi vidual and group interests) ethical notivations don't cone into play
much. And there is little devel opnment of connections between the cues
of the situation and ethical rules. It may be that there are only a
few, "swi tches" which determ ne how peopl e classify decision contexts.

Let us call these different cognitive classifications available for
maki ng sense of decision situations "nodels.” Then, put another way,
the actions taken by an individual my dependent on which "nodel' an
i ndi vi dual uses to nmake sense of a given situation. And which nodel an
i ndi vidual uses is likely to be dependent on cues in the decision nmaking
environment. Sone cues may i nvoke a nodel favoring ethical behavior,
others, favoring purely self-interested behavior. Thus there may be
replicabl e cues which can cause a substantial alterations in behavior:
flip flops if you will. These cues may be viewed as stinmuli which frane
a decision context as one kind of situation or another.

If this is so, then part of the task of understandi ng ethical
behavi or m ght be to understand why and when peopl e categorize
situations one way rather than another.

Such categorization is |likely to depend on individuals' social
experience and result in a culturally defined categorization of the
situations. What we have referred to as 'cues' will be the stimuli that
| ead individuals to recognize a situation as being of a particular type.
| f these contextual cues are inportant to our behavior, the acceptance
of a particular set of cues may reflect deep cultural consensus anobng
i ndi vi dual s who have cone to |ive together. However, despite a
substantial degree of uniformty within a society, we would still expect
variation in the set of cues, based, anong other things, on social
hi story and acci dent.

By contrast, noral behavior based on built up trust and reciprocity
between two or nore individuals mght take place in a nmuch sinpler
fashion. It could be built up sinply as a result of the acceptance, by
the individuals, of the cues in a sinple decision context. This
conjecture is at the heart of the sonewhat conplex, multi-phased
experinments of Berg, et. al., and D ckhaut et. al., who consider whether
we can cone to understand the devel opnent of trust as a sinple response
of reciprocity over tinme.
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In those experinents subjects in roomA and B each get $10. Those in
A are told they can pass any portion to those in B. Wien the noney is
received in Bit is tripled, and the individuals in B have the right to
pass sone back to A's. The second stage of the experinment is thus a
dictatorship ganme. And what is found is sinple: reciprocity exists.
Peopl e do hand back enough to nmake it pay to have given. This is
especially true if nore is trusted to the B's. The correlation between
the receipt in B and payback to Ais . 34.

So the devel opnent of trust, which would be crucial for the working
of cuing mechani sms m ght be understandable. But the evidence would
also indicate that there is the possibility of considerabl e consensus
regardi ng what the 'noral response' is once a situation is categorized.
This would seemto be true in both the general N PD ganes, and the
experiments regarding distributive justice. |If this is so, it may
beconme possible to identify the sorts of behaviors to expect from
i ndi vidual s who "size up" a situation simlarly.

To make these observations nore concrete we can return to the true
fable (it really happened) with which we began. The social activist's
behavi or can be interpreted in ternms of sone of the concepts we have
been di scussing. From our personal point of view, and, we believe, from
an inpartial reasoning point of view, it was wong for her to bargain
t he poor man down. The basic argunent, roughly put, is that it is
ethically wong for an highly econom cally advantaged person to take
advant age of a poor person in a bargaining situation when the forner has
better information and has al ready been offered a price well below the
true market val ue of the good.

How t hen can we explain this arguably unethical behavior on the part
of soneone who ot herwi se works unselfishly for the welfare of the poor?
We believe that her behavior is a function of the different nodels she
uses to interpret the various situations she faces. She may have vi ewed
her everyday work as one concerning the welfare of many deserving
others. They are individuals of noral worth, worthy of sacrifices on
her part. In that context she is an altruist to the poor: willing to
pay a large price to help them |In the flea market, perhaps she
considers the situation a nmarket transaction. W have seen that
situations in the |aboratory, framed as narkets, induce nore self-
interested behavior. 1In the flea market, the cues nmay have evoked a
sinple self-interest nodel in our activist's mnd. She may well have
failed to notice that this hard-working poor black man al so had noral
worth. Moreover, she clearly mssed the distributive justice
implications of taking an extra $5 fromthis poor man's net worth and
adding it to her own substantial wealth (even though, who knows, part
the proceeds fromthe sale mght go to support daycare for the old man's
granddaughter). And her behavior m ght well have been changed if her
friends, rather than standing by nmutely in stunned disbelief, had said:
"That's a really poor guy you're bargaining with." Those words m ght
have | ed her to adopt a different nodel, or they m ght just have put
soci al pressure on her to change her behavi or (equivalent to an
experinmenter, or reputational, effect).
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What is clear, is that the way in which an individual acts in a
situation, either in the |aboratory or in the rest of the real world, is
subject to the nodel which they use to interpret the situation.® And
t he nodel they use depends on a variety of cues inbedded in the decision
context. Mich variability in behavior may be attributable to the
contextual factors facing decision makers and the way in which these
factors evoke different nodels.

What then can we conclude? Starting with the skeptic from M ssour
who denmanded, "Show ne!" we have seen that the |andscape of ethica
behavior is far frombarren and | eaves much room for exploration. The
skeptic appears to have been answered: humans are often capabl e of noral
behavior. And luckily perhaps, the noral behavior of humans can be
understood in ways that are simlar to other sets of behavior, wth many
of the same basic patterns. Less obvious, it would appear that noral
behavi or nmay be triggered by and affected by just a few paraneters of a
situation. And, further, enpirical nethods can be used to dig deeper
into the origins of the trust and other factors needed to support noral
behavior in a conmunity.

| f experinmental studies continue to yield insight into the bases and
nature of noral behavior, in the long run, the accrued know edge wil |
have an inpact throughout the behavioral sciences. Understanding the
rel ati onshi p between a decision structure and the individual's decoding
of the situation by its cues is sure to be useful in the design of
public policy (and other institutions) (Frohlich and Oppenhei nmer, 1995).
Finally, the philosophical study of ethics will also be affected. This
does not mean, of course, that the enpirical world will dictate the
nature of the 'oughts' of concern to philosophy. But the accunul ated
under st andi ng about how humans form noral judgenents, and the increased
under st andi ng of the shapes which such judgnments take, is sure to
i nfluence how we argue about and understand ethical matters.
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