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Session Objectives

» Overview of opportunities to apply latest
thinking in behavioral economics to
ethics and compliance

* How to integrate behavioral ethics into
organizational programs

» Rethinking Goals and Success
Measures
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Why do people still engage in misconduct?

Everybody
does it

| had to do it

| didn’t know it
was wrong!
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What do we do about it?

Tone at the Top

Code and
Policies
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What's missing?

What if we could get to the “Why"?
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At the Core of Behavioral Economics and Ethics

Theory that individuals make strictly rational

decisions is discredited. THANKING,
Instead, decisions are influenced by two FAST.mSTOW
types of thinking that operate continuously _

within us: e

- System 1 - Intuitive process: fast and DaNEL

automatic KAHNEMAN

+ System 2 — Reasoning processes:
serial and deliberate

The work of Daniel Kahneman,
Nobel Prize discoverer of
Behavioral Economics
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TAKE ACTION
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LADDER OF
INFERENCE

MAKE
ASSUMPTIONS
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THERE'S NEVER
ANY PARKING!
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m




FINALLY!
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WHAT THE #&!!
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HE TOOK MY SPOT!!
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TAKE ACTION
DRAW
CONCLUSIONS

MAKE
ASSUMPTIONS

@H&%!!!

I’LL TEACH HIM A LESSON

WHO MADE HIM KING!

FOCUS ON ANGER & FAIRNESS
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OK, TAKE A BREATH

TAKE ACTION
DRAW
CONCLUSIONS

MAKE
ASSUMPTIONS

REMEMBER
THE LADDER?

MAYBE THERE’S A
GOOD REASON

IS THAT A BIRD CHIRPING?
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Behavioral Ethics

Most of us behave ethically most of the time
At other times we are aware when we behave unethically

The most dangerous situation is when we unwittingly
behave unethically

- Max Bazerman

Traditional approaches to ethics lack understanding of the
unintentional, yet predictable cognitive patterns that result
in unethical behavior.

Behavioral Ethics focuses on the psychological processes
that lead even good people to engage in ethically
questionable behavior that contradicts their own preferred
standards
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Systems 1 and 2

CEIEE Suggestions Endorse Garbage
In (0]

System 1 - System 2 — impressions and
Intuitive Reasoning intuitions turn into
process: fast processes: serial beliefs, and

and automatic and deliberate impulses turn into

voluntary actions.

But...
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Rationalizing Unethical Behavior

System 1 - System 2 —
Intuitive Reasoning
process: fast processes: serial
and automatic and deliberate
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Behavioral Ethics Primer

Individuals who fail
to act or notice

Unconscious Conscious
Unaware that one’s actions Individuals are aware their
cross ethical lines actions are wrong
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The Road to Hell is Paved With Good Intentions

Unconscious
Unaware that one’s actions cross
ethical lines

Bounded Ethicality
Outside of awareness &
inconsistent with values (e.g
unconscious bias and double-
standards)

Bounded Awareness
We fail to notice information
outside of our attention at the time
of the decision (singular focus)
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Bounded Ethicality

We all cheat...just a little

BY DAN ARIELY
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Conscious
Individuals are aware
their actions are wrong

Rationalization
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WHO'S REALLY HONEST ANYHOW?

VIST LS DUNE a1 WWW.aTLCom
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E] 240 205-3418

Other Charges and Credits

Surchargea and Other Feus

2. AUmEREATMG Fes 198
3. Faderal Universat Sarvice Charga Q4T
4, Recoupment of Mantgomery County Charge 150
5. Regulatary Cost Recavery Crarge 125

Total Sarchargas and Caher Fiss 21

Governmant Fees and Taxes

6, 9-1-1 Servica Feo ars

1. 8-1-1 State Fee 035

8 MD State Sales Tax - Talacom 043

5, MD Umbarsal Service Faa ans
Total Government Foas and Tawes 148
Total Other Charges & Credits B89
Total for 240 205-3418 1889
E] 61T 365-2740

AvisA| BENLER

Matarnational Reaming - Expanded - Includes intersaticas
Foaming 5. ard inturnational loag ditance
from the LS. at standard, pay-per-sse internatianal rtes.
Ses ratas at wewattcom/global

Monthly Charges - Jan 16 thre Feb 15

1. Access for Phons 45 LTE w/ WA 000
2. Imarnational Aeaming - Expanded o0
Total Monthly Charges 3000

Othes Charges and Credits

Surcharges and Othar Feus

3. Admiskisatha Fes 186
4. Fadseal Unhursal Service Charga 254
5. Recoupment of Mantgomery County Charge 150
6. Regulatary Cost Recavery Charge 125
Tetal Sarchargas and Ciher Fiss 228

Other Charges and Credits - Continued

Governmont Fees and Taxes

. MD State Sakes Tax - Telacom 235
Total Other Charges & Credits 1183
Total for 617 3682740 4163
'Ej 61T 413-3434

DAV GEDLER

intornational Rnaming - Expandad - includas intamationst
Gutsido tho US. and intomational loey dit
LS. 31 standard, pay-per-w5e intamatonal mtes
Sew ratus at waw it com fglabal

Husbile Insurance Pramaam - Includss Coverage for loss,
thak, accidentat damage, liguld damagd, and cut-eTwarranty
netin,

Monthly Charges - Jan 16 thru Fob 15

1. ATET Unlimiled Pius Enharcad Mult L 11000
3. Discount far 44 Phonas a000ca
3. Discount far unlimited multi line w AwioPay & 200008
Papariess B
4. Access for #nons 4G LTE w/ VW 3000
5. Intarnatinal Acaming - Expasded 200
6. Mokils Insuranco Promium asn
T, See Nows You Can Use 000
Total Manthly Charges 108.99

Other Charges and Credits

Veice Usage Summary
wi-Fl
Minutes Lsad a3

Surcharges and Oiher Feas

B. Adminiiathe Fse 133
8. Foteral Univarsat Sorvice Charga 231
10. Recoupment ef Montgomery County Charge 350

11. Regulatory Cost Aacavery Chargs
Total Surcharges and Cthes Fess
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New Approaches

Influences
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System 1

Changing
Oneself
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Courtesy Google Earth
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Move Individuals to System 2

Ask Lots of Questions
Allow for Reaction Time

System 1
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Goals and Success Metrics
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System 1 System 2

# 7?7 #?
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