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INTRODUCTION: NOTES ON MORAL MOTIVATIONS IN DECISION-

MAKING AND INSTITUTIONAL EVOLUTION

Morality is the central concept of the three papers contained in this thesis. Generally
speaking, morality refers to “principles concerning the distinction between right and
wrong or good and bad behaviours” (Oxford English Dictionary). Here it is taken in
a broad epistemological sense. The main hypothesis is that reflection and decisions
concerning moral principles constitute a cognitive framework through which subjects
know and interact with reality, in particular social reality. Contemporary economics has
its own epistemology of morality. In this introduction, I firstly, present some aspects of
this epistemology by taking into account how and to what extent economics is able to
explain “moral motivations” as determinants of other-regarding, pro-social, and norm-
compliant behaviours'. The representation of moral motivations that emerges from
economics’ treatment of cooperation, rules, and motivations is an ex post representation.
The second part of this introduction illustrates the structure and the objectives of the
thesis, while outlining some notes on how to complement economics epistemology of
morality with an ex ante perspective on moral motivations.

The notion of “social” or “other-regarding” preferences have been admitted within
economics’ decision-theory paradigm with the intent to account for altruistic and pro-
socially oriented decisions by rational individuals. The basic intuition is that in maxi-
mizing utility the individual takes into account others’ payoffs as a variable of her utility

function. Social preferences can take various forms, as shown by numbers of economics

T neither discuss how particular moral-philosophical reflection on morality influence both positive
and normative economics (Hausman and McPherson, 1993; Hausman et al., 2016), nor the contribution
that economics, and in particular game theory, provide to ethics (Binmore, 1994, 1998).



experiments, in which subjects reveal preferences for altruism (Levine, 1998), overall wel-
fare (Charness and Rabin, 2002), fairness (Rabin, 1993), inequality aversion (Fehr and
Schmidt, 1999). These results contributed to the economics’ epistemology of morality
by demonstrating that agents are not only motivated by self-interest —i.e. self-regarding
preferences defined over outcomes — but there exist other-regarding motives such that
outcomes concerning others are taken into account in decision.

Experimental literature highlights another type of social preferences, “strong reci-
procity”, which accounts not only for other-regarding, but also for norm-compliant be-
haviours. Strong reciprocity has to be distinguished from other types of reciprocity —
“direct reciprocity” (or “reciprocal altruism”), “indirect reciprocity” and “network reci-
procity” (Nowak, 2006) — which explains the emergence of cooperative behaviours in the
context of repeated interactions. Cooperative decisions, in these cases, may be motivated
by the self-interested expectation of being reciprocated in the future. The mutualistic
nature of these types of reciprocity makes them unable to explain genuinely altruistic
and cooperative decisions, for which benefiting others does not imply any kind of benefit
for the decision-maker or even inflicts a cost on her.

Strong reciprocity explains why people are willing to cooperate even in one-shot and
anonymous interactions, when agents are not motivated by the expectation of future
rewards. Gintis et al. (2005, pp.8) defined it as “a predisposition to cooperate with
others, and to punish (at a personal cost, if necessary) those who violate the norms of
cooperation, even when it is implausible to expect that these costs will be recovered at a
later date”. In particular, many experiments have highlighted as people are willing to
renounce to their own payoffs in order to punish non-cooperators (Fehr and Géchter,
2000) or those who do not comply to commonly accepted norms (Fehr and Fischbacher,
2004).

Strong reciprocity has been interpreted as the result of group selection?: groups hav-

2Group selection has been explained both as genes-driven (genetic group selection) and as culture-
driven (cultural group selection). In the first case, genes are the cause of variation and the modality of
transmission. In the second case, variations and differential reproduction involves cultural and infor-
mational features. Theories of gene-culture co-evolution provide a synthesis by explaining how cultural
changes may condition genetic selection. In the case of morality, the adaptation of cooperative and



ing strong reciprocators are favoured in the competition for resources against groups
which do not have them. More precisely, the fitness of members of groups that prac-
tice strong reciprocity is increased by the higher degree of cooperation with which they
outcompete the groups that lack strong reciprocators. Hence, the evolution of strong
reciprocity is connected to the emergence of social norms. Under the lens of strong
reciprocity morality is seen as a key evolutionary adaptation, but it is reduced to the
efficiency advantages that it provides to the groups which possess it. In general, evo-
lutionary game theory treatment of social norm identifies norm-compliance in terms of
stable equilibria in a population. i.e. as the product of interaction among agents whose
reciprocal “best-responses” give rise to the spreading of behavioural rules which reveal
themselves as fit in the given environment. This implies an epistemology for which
individuals are motivated towards norm compliance because they can infer, from the
stability of the social norms, the expectation that other individuals will conform to the
norm itself.

A peculiar characteristic of “strong reciprocity” motives is that it is not only re-
ferred to outcomes involving others, but also to others’ intentions to cooperate (Falk
et al., 2003)3. This “process regarding” feature of strong reciprocity highlights a non-
consequentialistic, non-instrumental aspect of moral motivations which has been inter-
preted in terms of “intrinsic motivations” in the “motivation crowding” literature (Deci,
1971; Bowles, 2008; Frey, 1997; Frey and Jegen, 2001).

“Intrinsic motivations” are defined as “the doing of an activity for its inherent satis-
faction rather than for separable consequences” (Ryan and Deci, 2000, p. 8). As such,

they are opposed to extrinsic motivations which rest on some external notion of ma-

reciprocity behaviours could at first be sustained by genetic mechanisms, but with the cultural setting
of moral codes and norms a new environment for selection and adaptation appeared. For a survey of
theories of the evolution of morality see Hodgson (2012).

3These intentions-referred preferences are interpreted as process-regarding preferences defined as “an
evaluation based on the reasons why a state occurred rather than any intrinsic characteristic of the
state”. The idea is that the process that produces the outcome reveals the intentions of others who have
taken part into the process itself. For example, in the ultimatum game, subjects are more likely to reject
offers generated randomly by a computer that offers from real participants (Blount, 1995). Moreover,
concern for processes provides cues about the socially appropriate behaviour in the decision context
(Bowles, 2004, p. 109).



terial reward or punishment. Numbers of studies have proved that the introduction of
extrinsic rewards or punishments have an effect on intrinsic motivations (Bowles and
Polania-Reyes, 2012). The influence can be positive in the case of crowding in — with
incentives and intrinsic motivations as complements - or negative in the case of crowd-
ing out — with incentive and intrinsic motivations as substitutes. According to this
literature, the evidence demonstrates that moral intrinsic motivations and instrumental
self-interested motivations are “non-separable” (non-additive). This is due to the fact
that incentives not only have an effect on instrumental preferences over material out-
comes, but also an effect on the salience of the ethical, intrinsically pro-social action,
so that the overall effect is non-linear and moral motivation may also be undermined
(or over-reinforced). Consequently, it must be acknowledged that economic incentives
and institutions have played a crucial role in (social) preferences’ change, which for this
reason has to be consider endogenous (Bowles, 1998).

The survey sketched above highlights the existence of three approaches, centred re-
spectively on “social preferences”, “social norms”, and “intrinsic motivations”. Concern-
ing the epistemology of moral motivations, one common feature emerges and it regards
the circumstance that moral motivations are identified by the three approaches only
ex-post.

Consistently with rational choice theory, “social preferences” are identified only after
the relative ordering has been expressed by actual choices. In other words, the motive
behind acting in an other-regarding or pro-social way can be identified as such only
after that preference has been expressed or that choice made. This results in an ex-
post explanation to the extent that within the standard paradigm it is not possible to
identify the moral motivation, unless it has been revealed by an actual and well-defined
preference.

Also the conception of the evolutionary emergence of “social norms” entails an ex
post characterization of moral motivations, to the extent that it equates norm-compliant
decisions to behavioural traits. The evolutionary explanation of norm-compliance is

available only after that norm has been established, through evolutionary processes,



as a stably followed and self-enforcing behavioural rule. Those evolutionary processes
accounts for those behaviours only after they have persisted as a stable institution in
the given environment. However, this explanation can be given only after the relevant
process of evolutionary emergence is completed, and in any case does not specify the
norm content and why people are actually committed to follow (or not to follow) it.

Motivation crowding theory characterizes moral motivations only ex post, in the sense
that it can provide a description of them only after the introduction of economic material
incentives. It is assumed that moral motivations exist as intrinsic motives, but they can
be analytically identified only by comparing them with economic, extrinsic motivational
factors. What interests economic analysis is the effect of the introduction of economic
incentives on intrinsic motivations taken as given. It is an ex post characterization of
moral motivations because intrinsic motivations are described only in terms of effects, i.e.
as the consequences that the introduction of material incentives has on other-regarding
or pro-social behaviours.

These considerations are not meant to deny the relevance of the ex post aspect of
moral motivations that can be deduced from economics’ explanation of other-regarding,
pro-social and norm-compliant decisions. The point is that these explanations reveal
only one aspect of moral motivations and of their possible impact on decisions in socio-
economic-institutional contexts. Consequently, three questions motivate the present
research: a) what does the ex-post characterization of moral motivations lack?; b) how
could it be represented as an ex ante motivational factor?; ¢) does this ex ante motiva-
tional factor influence other-regarding, pro-social, norm-compliant decisions, and hence
institutional interplay?

The main hypothesis that is investigated here is that moral motivations can feed
back on the process of social preference formation, on the collective definition of social
norms, and on the definition of what counts as an economic incentive in given social
and historical contexts. In order to complement the ex post epistemology of morality,
I investigate under which epistemic conditions moral motivations can act as an ex-ante

determinant of preferences and behaviours, such that pro-sociality, normative commit-

10



ment and the effect of economic incentives are influenced by them. These objective let

me specify three sub-hypothesis represented as feedback loops in figure 1

oot other-regarding & pro-social
social preferences——— motives

) ) Intrinsic
norms ——— commitment mcentives motivations

Figure 1: The feedback of moral motivations

The ex post epistemology of morality connected to the economics’ treatment of social
preferences, norms and intrinsic motivations is only able to develop an explanation which
goes from left to right: from social preferences to pro-social and other regarding motives,
from evolutionary stable institutional norm to norm commitment, from the effect of eco-
nomic incentives to intrinsic motives. I investigate whether moral motivational factors,
as specified on the right-hand side, can have a feedback influence on the decision and
evolutionary factors on the left-hand side. More precisely, the present research analyses
the epistemic conditions under which the above hypothesized feedback are effective in

influencing economic decisions and institutional evolution.

In order to try to characterize from the ex-ante perspective the role of morality
in decision-making and institutional evolution, the thesis discusses recent attempts to
integrate theories and findings in moral and social psychology within economics’ expla-
nation a) of other-regarding and pro-social decisions, and b) of normative institutions
and rule-following.

As far as other-regarding and pro-social decisions are concerned, the introduction

of Dual Process Theory among the conceptual and operational tools of experimental
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and behavioural economics (Alos-Ferrer and Strack, 2014) has brought about a great
emphasis on the role of intuition as a driver of them. Experimental studies have proved
that intuitive reactions favour cooperative responses in social dilemmas, confirming the
so-called “social-heuristics hypothesis” (Rand et al., 2014; Rand, 2016). Intuition, ac-
companied by emotions, has been considered at the basis of deontological judgments,
with utilitarian rationality attributed to controlled (slower) processes and to the role of
meta-morality (Greene, 2007). This evidence has been referred to frame evolutionary
interpretations where intuitions and moral emotions lead to evolutionary advantages
in the context of competition between groups by fostering cooperation within groups
(Greene, 2013).

The objective pursued in the first chapter of the thesis is to show that morality is
not reducible to these non-reflective decision-making modes, and always presupposes
a (parallel or previous) reflective mode. In order to do this, I take into consideration
the possibility that reflection is a process which frames the epistemic contexts in which
other-regarding and pro-social decisions are made, setting the (normative) relevance
and salience criteria which identify other-regarding and pro-social options as such — and
eventually makes the implementation of social heuristics possible. This framing process,
by identifying which actions and which consequences of action are contextually relevant
and salient for the identification of other-regarding and pro-social options, can also be
viewed as grounding social preferences formation. Thus, deliberation and discussion are
interpreted as the interactive modes which develop the reflection process.

As far as normative institutions and rule-following are concerned, the reference to
collective intentionality (Gallotti and Frith, 2013) provided with a psychological ground
theories of institutions based on rules and commitment (Searle, 2010; Gilbert, 2013). In
this literature, collective intentionality is viewed as the epistemic basis of the recognition
that makes institutional entities exist as accepted and adhered social functions. This
approach challenges the standard economics’ explanation of institutions as based on
equilibria and self-enforcement. Consequently, a problem of “unification” emerges and

it requires the development of an accepted conception of institutions capable to overcome
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the rule-equilibrium dualism (Aoki, 2011; Guala and Hindriks, 2014).

The objective pursued in the second chapter of the thesis is to rethink conceptions of
normative commitment, by reinterpreting collective intentionality as a form of interac-
tion. This can be done by allowing for multiplicity of alternative “powers” (potentiality
of action) and “purposes” (the aim of the action) which identifies institutions as “status
functions” in Searle’s social ontology. Under the assumption of multiplicity of status
functions, collective intentionality can be reinterpreted as the result of an interactive
process of selection of values and ends defining those institutional powers and purposes.
This interactive process, which I name “interactive intentionality” is essentially moral
in so far as it activates practical reasoning in an inter-subjective mode. It can be viewed
as a framing process that defines which actions and which consequences are normatively
right (valuable and to be pursued) in the institutional context, so grounding the epis-
temic definitions of extrinsic enforcement (punishments and rewards), while engaging
people in intrinsic commitment.

An attempt to define the ex-ante role played by practical reason in grounding the
epistemology of other-regarding, pro-social and norm-compliant decisions is common
to the two objectives highlighted above. This attempt is based on the idea that deci-
sions concerning values and ends act as a prior, setting the general epistemic framework
under which both means and ends are identified as normatively relevant actions and
consequences. My interpretation of practical reasoning has various sources of inspira-
tion. It relies on conceptions on the role of frames in the interpretation of decision
situations, developed in the context of theories of team-reasoning (Gold, 2012; Karpus
and Gold, 2016). It derives its characterization of the relationship between values and
ends from the philosophical discussion concerning “incommensurability” and “incompa-
rability” (Chang, 1997). It re-elaborates this relationship applying the notion of “inten-
tionality” in order to analyse how the processes of selection concerning values and ends
structures the relation between the decision-maker and the world of options — both ac-
tions per se and consequences — to which values and purposes are attached. Reflecting on

collective intentionality, it highlights how these processes are essentially inter-subjective
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end evolutionary(Gold and Sugden, 2007; Tomasello et al., 2005; Tomasello, 2009, 2010).

The result is a characterization of morality as emerging from deliberative and inter-
active practical reasoning. This characterization goes together with the recognition of
the “discoursive” nature of ethics (Habermas, 1990), which in turn highlights a linguis-
tic presupposition of deontological normativity. Normative definitions are constituted
in the context of linguistic interactions through the performance of ethical discussion.
Habermas summarizes this conception in the discourse principle: “only those norms can
claim to be valid that meet (or could meet) with the approval of all affected in their
capacity as participants in a practical discourse” (Habermas, 1990, p. 197). Interactive
argumentative procedures lead to agreements on deontological references which orient
individuals’ decisions to the extent that they are rationally elaborated and shared. The
deliberative and linguistic dimension of morality is emphasized in this passage from

Geoffrey Hodgson’s From Pleasure Machines to Moral Communities:

“the evolution of morality combined moral feelings that evolved among
our ape-like ancestors with discursive capacities that are much more recent.
[...] notwithstanding its genetic foundation, morality and its evolution have
to be understood also as social phenomena. Morality is much more than
collections of individuals with moral or cooperative attributes, and typical
models of the evolution of altruism or cooperation are inadequate in their
treatment of morality. Reference to moral systems is required to explain
the persistence of moral or cooperative attributes, especially when we ac-
knowledge that humans can resist emotions and reflect on their interests.”

(Hodgson, 2012, pp. 118-119)

By dealing with reflection and interactive intentionality the thesis tries to grasp
some distinctive aspects of the epistemology of moral motivations and of normativity.
The epistemological point of view favours the theoretical understanding of conditions
which play behind social preferences and norms, affecting their formation and emergence.

The acknowledgment of these conditions entails a conception of the decision-maker as

14



interacting with the epistemic and social context of the decision. This interaction is
measured by the awareness concerning the values through which actions are evaluated
and the responsibility towards the ends pursued to obtain specific consequences.

Interaction between individuals via deliberation and discussion, as modes of reflection
and of interactive intentionality, can be viewed as the way in which the decision-maker
gets aware of and responsible for normatively relevant actions and salient consequences
in the decision situation. The effects of these reflective and interactive processes on
social preferences and on “moral” decisions are tested in the third chapter of the thesis
through an experimental design which investigates the effects of ethic deliberation and
discussion on risk-taking for other. The results confirm the opportunity to develop an
er ante conception of moral motivations, not limited to what is ex-post revealed by
other-regarding or norm-compliant behaviours, nor to the effects of extrinsic economic
incentives on them. The thesis fosters this ex ante perspective by showing that moral
motivations are also formed through interaction in practical reasoning. They frame
the way in which the decision-maker thinks at the decision itself, becoming aware and
responsible for its normative implications.

To sum up, the three papers which constitute the thesis proceed as follows.

The first paper focuses on the epistemic conditions of other-regarding and pro-social
decisions. These conditions consist in relevance and salience criteria concerning possible
actions and consequences of decisions available in the decision context. Under the lens
of intentionality, it becomes possible to describe processes of identification of normative
references (values and ends) and social determinants (the boundaries of the relevant
social community) which set the epistemic necessary conditions of other-regarding and
pro-social decisions. From this perspective, deliberation - interpreted as self-reflection -
and discussion — interpreted as social reflection — play a fundamental role, carrying out
the framing function which makes the interpretation of other-regarding and pro-social
options available in the decision situation, while enhancing awareness and responsibility.
This in turn offers the opportunity to reintegrate recent “intuitionist” tendencies in

moral psychology and experimental economics within a unified paradigm in which moral
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reflection and reasoning define the normative cues which make intuitions applicable in
specific decision contexts.

The second paper discusses Searle’s description of social ontology in terms of de-
ontological constitutive rules and collective recognition. It aims at contributing to the
“unification” debate, by integrating Searlian conception of constitutive normativity with
an epistemology of rule-following capable to illustrate processes of formation of insti-
tutions. Social ontology per se cannot account for the emergence of institutions from
alternative normative definitions of status functions. I make the hypothesis of inter-
active intentionality as an inter-subjective mode of practical reasoning concerning the
selection of values and ends. This interactive process of selection frames relevance and
salience criteria which represent the epistemic basis of status functions’ identifiability
and of normative commitment.

The third paper? is based on an experimental setting and investigates the effect
of bank ethics meetings on individual risk-taking behaviour when there are monetary
conflicts of interest between the decision-maker and the client. In the decision setting,
participants are either assigned to investor or client roles. Investors choose between two
risky gambles, one of which always implies a better outcome for the investor but exposes
the client to higher risk. In the main treatments (i.e. Ethics meeting), in contrast to
the Baseline treatment, participants also discuss — before their investment decision — the
consequences of their choice within a group of decision-makers (i.e. peers). The results
show that, in treatments with ethics meetings, investors tend to choose more often the
gamble less risky for clients, so confirming a pro-social effect of moral deliberation and

discussion.

4In collaboration with Fracensco Feri (Royal Holloway University of London) and Caterina Giannetti
(University of Pisa)
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CHAPTER 1

DELIBERATION, DISCUSSION, AND THE INTENTIONALITY OF OTHER-

REGARDING AND PRO-SOCIAL DECISIONS

1.1 Introduction

This paper discusses the role of reflection and moral reasoning in other-regarding (OR,
henceforth) and pro-social (PS, henceforth) decisions, by adopting the point of view of
intentionality. “Intentionality” is a technical notion in philosophy. Stanford Encyclo-
pedia of Philosophy defines it as “the power of minds to be about, to represent, or to
stand for, things, properties and states of affairs” (Jacob, 2014). Hence, we can consider
the intentionality of OR and PS decisions as defined by the mode of reference to the
“object” towards which they are directed. The intentionality of OR decisions is defined
by the reference to the benefit of other(s) — one or more individuals addressed by the
OR decision. The intentionality of PS decisions is defined by the reference to the benefit
of the society as a whole — i.e. the generality of people included in the definition of
some relevant group. Aim of the paper is to show that OR and PS decisions refer to the
respective objective through a normative lens.

The analysis of these forms of intentionality reveals context-dependency conditions
which are not taken into account in the other-regarding preferences and (pro)social

norms literature. These conditions are epistemic to the extent that they concern the
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decision-maker’s beliefs about the decision itself. I focus on the epistemic conditions of
OR and PS decisions in order to show that they are determined by reflection and moral
reasoning. Accordingly, I investigate deliberation and discussion as frames of OR and
PS decisions.

The intentionality of OR and PS decisions entails a mode and a content. The mode
concerns the action which is considered benefitting others or the society. The content
concerns the state of the world which is realized as the consequence of the decision
to benefit others or the society. I make the hypothesis that modes are specified by
normative values, while contents are specified by normative ends. Values and ends define
the epistemic conditions which make OR and PS actions and consequences identifiable in
the decision context. Thus, I consider that rational scrutiny and selection of values and
ends (i.e. practical reason) determine the framing within which OR and PS decisions are
taken. Following team reasoning approach (Bacharach, 2006; Gold and Sugden, 2007),
I consider that practical reasoning leads the decision-maker to think at the decision in
a “collective mode”, so that the OR and PS options, available in the decision situation,
are identified according to their normative (universal) relevance.

The intentionality perspective fosters a reconsideration of the role of reflection and
moral reasoning in OR and PS decisions. This is in conflict with recent trends in moral
psychology and experimental economics literature which support the idea that intuition
plays a primary role in cooperative and moral decisions. In the last years, an “intuition-
ist” paradigm, based on Dual Process Theory (Evans, 2008), oriented research in moral
psychology and led to collect evidence proving that moral judgment is driven by intu-
itive responses (Haidt, 2001), that deontological thinking is sustained by affective and
un-reflective reactions (Greene et al., 2001), that intuitive heuristics favours cooperation
in social dilemmas (Rand, 2016).

However, the overall evidence that intuition triggers cooperation and morality are

challenged both on the methodological and empirical ground!. It is hence useful to

!See Umphress et al., 1997; Suter and Hertwig, 2011; Kahane et al., 2012; Tinghog et al., 2013;
Krajbich et al., 2015; Achtziger et al., 2016; Tinghog et al., 2016.
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further investigate the role of deliberation and moral rationality in OR and PS decisions.
This is a necessity which dual process theorists are aware of when they admit that
“little is known about the psychology of moral reasoning and that it may yet prove to
be a potent social force” (Paxton and Greene, 2010). Also within the intuition based
paradigm it is recognized a connection between reflection and normativity, as witnessed

by the following definition of “moral reasoning”?:

“Conscious mental activity through which one evaluates a moral judgment
for its (in)consistency with other moral commitments, where these commit-
ments are to one or more moral principles and (in some cases) particular

moral judgments”. (Paxton and Greene, 2010).

Other threads of experimental research account for the role of normative values
and norms as motivating OR an PR decisions (Liu and Ditto, 2013; Ditto et al., 2009;
Schram and Charness, 2015). There is evidence that moral decisions are connected with
longer deliberation time in circumstances in which the ethical “right” is salient and
opposed to “wrong” options (Gunia et al., 2012; Shalvi et al., 2012). But this connec-
tion appears non-linear, and the functioning of moral deliberation appears complex and
case-dependent (Ham and van den Bos, 2010; Zhong and Liljenquist, 2006; Moore and
Tenbrunsel, 2014)

This paper further investigates the relation between moral reasoning and normativity
by discussing the epistemic conditions behind the intentionality of OR and PS decisions.
By presenting a simple model of the effects of moral reflection about values and ends on
the decision-maker beliefs, it proposes a possible reconciliation of intuition and deliber-
ation. This implies recognizing that moral reflection has a specific framing role, acting
on the perception of the context of decision and hence providing moral intuition with
defined references.

Social heuristics and moral intuitions are conditioned by reflective and interactive

processes which, by constituting normative frames, provide OR and PS decisions with

2See Nichols and Mallon, 2006; Harman et al., 2011; Paxton et al., 2012
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an interpretation of relevant options in the decision situation. Social heuristics and
moral intuitions are subject to specific epistemic conditions which I deal with in terms
of “context-dependency” of OR and PS decisions. The analysis reveals the limits of va-
lidity of the intuitionist hypothesis and points out the necessity to re-position it within
a conception of moral deliberation and discussion as processes through which the nor-
mative relevance of decisions are framed and (re)cognized. I analyse deliberation as
“self-reflection” — i.e. self assessment of one’s own normative values and ends — and
discussion as “social reflection”, i.e. as an inter-subjective and interactive assessment of
values and ends?.

In section 1.2, I present intuitionist paradigm and the limits which concern its appli-
cability to the generality of OR and PS decisions. Section 1.3 shows that the limits of
applicability of intuitionism coincide with defined epistemic conditions, specified as nor-
mative criteria by the intentionality of OR and PS decisions. I present some distinctive
features of reflection-based normative framing in sections 1.4 and 1.5, which respectively
highlight the role of awareness and of responsibility in OR and PS decisions. Common
to awareness and responsibility is the reflection process consisting in the decision-maker
thinking-back (reflecting, in this sense) on 1) her own criteria of decisions 2) the weight
of her decision with respect to the cognition of the social context. Deliberation and dis-
cussion, by activating this re-thinking, put the decision-maker in the condition to attune
her decision to the relevant normative references in the decision situation. Section 1.6

summarises and concludes.

1.2 The limits of intuitionism

The discussion concerning the role of intuition and reflection in OR and PS decisions
is articulated in the literature within the framework of Dual Process Theory. Dual

Process Theory explains decision-making as the result of two distinct processes: one

3The reference to discussion goes together with the recognition of the role of communication in
other-regarding and pro-social decisions. It is inevitably downplayed by intuitionism, in spite of several
experimental studies in economics proving that communication sustains cooperation in social dilemmas
(Balliet, 2010).
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intuitive, automatic, effortless, and often accompanied by emotions; the other delib-
erative, controlled, slow, effortful, associated with reasoning (Evans, 2008; Kahneman,
2011; Alos-Ferrer and Strack, 2014). Dual Process Theory is at the basis of what can be
considered a real “intuitionistic turn” in the psychology of moral judgment. Among the
contributions which started the turn in the early 2000s, Jonathan Haidt proposed the
“social intuitionist model” (Haidt, 2001), challenging the idea, till then dominant, that
moral judgement is based on reasoning (see Piaget, 1965; Kohlberg, 1969).

The social intuitionist model is based on two basic claims: 1) “moral judgement
appears in consciousness automatically and effortlessly as a result of moral intuition”;
2) “moral reasoning is an effortful process, engaged after a moral judgment is made,
in which a person searches for arguments that will support an already-made judgment”
(Haidt, 2001, pp-818-19, emphasis added). In other words, reasoning comes second, af-
ter intuition and after judgment itself. Moreover, reasoning serves two further ancillary
functions: a) it has a communicative (social) function, supporting self-justification and
persuasion of others; b) it has a self-critical function, reviewing the initial intuitive reac-
tion and judgment, so that they can be overridden by logical reflection or by arguments
in favour of another counteracting intuition (Haidt, 2001, 2003, 2007).

On the same line of research, Joshua Greene and colleagues found evidences in favour
of the idea that deontological/anti-consequentialistic judgements (judgements referred
to the respect of duties and rights) are driven by affective, automatic reactions, while
utilitarian/consequentialistic judgements (judgements concerning the “greatest good for
the greatest number”) are associated to deliberative/controlled responses (Greene et al.,
2001, 2004; Greene, 2009). Differently from the Haidt’s intuitionsit model, the two modes
of moral thinking have a proper and ubiquitous (parallel and possibly conflicting) role in
moral judgments, even if, also in this theoretical framework, emotions are still primary
as determinants of moral deontological responses, with utilitarian rationality mainly
attributed with the role of meta-morality (Greene, 2007, 2013).

The “Social Heuristics Hypothesis” (SHH, henceforth) maintains that “pure coop-

eration” — i.e. costly cooperative decisions not motivated by individual advantages —
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is triggered by intuition (Rand et al., 2012, 2014; Rand, 2016). Several experiments
have proved that in the context of social dilemma? fast decisions are relatively more
cooperative. On the contrary, deliberation tends to favour more selfish decisions. In
the framework of SHH deliberation is viewed as grounding individual’s payoffs maxi-
mization. It sustains cooperation only in strategic contexts in which the cooperative
option provides the individual with the expectation of future reward. Deliberation is
hence situational and “allows us to adjust to the specific social situation we are facing at
any given time, overriding the intuitive response if that response is not actually payoff
maximizing in the current setting.” (Rand, 2016, p. 2). The SHH is grounded in the
idea that successful cooperative behaviours learnt through experiences are internalized as
rules (generalized default responses) which are acted automatically (Zaki and Mitchell,
2013). This idea is consistent with evolutionary explanations that interpret intuitive
heuristics as fostering cooperation within groups, and hence as determining an adaptive
advantage. (Nowak, 2006; Greene, 2013).

Within the intuition-based framework deliberation has a secondary function: it can
intervene to revise the intuition-based moral judgment, it acts on the intuitive cooper-
ative decision if not optimal for the individual, but in any case it does not represent an
input to the decision process. I consider that the external validity of these intuition-based
hypotheses and relative findings is limited to decisions contexts in which the normative
identification of moral or cooperative options are given and shared among individuals.
Intuition as such depends on the availability in the decision-context of all the relevant
information which make the decision-maker recognize the situation as the one in which
the intuitive response and the heuristics apply. This condition is not always met, so that
we cannot consider the intuitionist model as representative of the generality of OR and
PS decisions.

Moreover, within the intuitionist paradigm, it is underestimated the capability of

reflection, via deliberation and discussion, to modify the context of decision influencing

4One-shot, anonymous cooperation games, with cooperative choice increasing social welfare, and
individual incentive to act selfishly, i.e. with optimal selfish choice and the cooperative choice costly to
the individual.
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the normative identification and evaluation of relevant actions and salient consequences
in the decision-situation. What follows is an attempt to demonstrate that moral rea-
soning have the power to change the epistemic conditions of decision situations, so that
individual’s beliefs concerning it may change, making the moral intuition or coopera-
tive heuristics not fit anymore. Hence, I focus on the epistemic conditions behind the
possibility of moral intuitions and social heuristics in order to trace the limits of appli-
cability of the intuition-based models. I deal with these conditions in terms of context
dependency of OR and and PS decisions.

Moral intuition and social heuristics are subject to context dependency to the extent
that the default response internalized in the heuristics may be cognized as cooperative
and moral (or alternatively selfish and non compliant to morality) depending on the
actual cognition of the normative meanings attached to the alternatives available in
the decision situation. I discuss two types of context-dependencies influencing how the
decision-maker views the decision itself, recognizing (or not recognizing) the normative

nature of the available options. Context-dependency may affect:
a the beliefs concerning the relevance of normative values and the salience of ends;
b the beliefs concerning the application of norms and rights to relevant subjects.

These two types of context-dependency can be read as deriving from two forms of
“bounded rationality”. They respectively involve possible decision-maker’s ignorance
concerning: a) her own normative criteria of evaluation and selection of actions and
consequences in the decision situation; b) her cognition of the social context and rela-
tionships, which grounds her compliance to norms (only) under determined social condi-
tions. A decision-maker may not acknowledge the relevant criteria of decision identifying
which is the OR or the PR option in the decision situation. She could behave in a OR or
PS way if and only if those criteria, both concerning normative values/ends and the sub-
ject of normativity, are given, known, and shared, in the decision context. Unless these
criteria are met and are available to the decision-maker intuition cannot recognize the

decision situation as the one in which the intuitive moral or social response applies. The

23



external validity of the intuition-based models is limited by these epistemic conditions.

My hypothesis is that reflection and moral reasoning compensate for the two forms
of normative bounded rationality, providing social heuristics and moral intuition with
the context of reference that they require to be activated. In this sense, deliberation and
discussion are necessary conditions of OR and PS decisions. They frame decision situa-
tions and hence they are not only ez-post with respect to intuition based judgments and
decisions. Deliberation, as self-reflection — i.e. self assessment of one’s own normative
values and ends — has also en ez ante role with respect to moral choices and judgments.
Discussion as social reflection — i.e. as an inter-subjective and interactive assessment
of normative values and ends — is not mere ex-post justification or persuasion, but the

definition of shared normative references which identify the relevant moral community.

1.3 Epistemic conditions and normative frames

The applicability of intuitionism and of SHH is limited to decision contexts that satisfies
defined epistemic conditions. In order to trace these limits, I describe two peculiar
decision situations, in which any sort of social heuristics or intuition is per se unable to
specify OR or PS decisions. The two circumstances — connected the two types of context-
dependency and bounded rationality presented above (section 1.2) — are respectively
affected by lack of relevant knowledge concerning a) how to normatively interpret actions
and consequences and b) given social context and relationships defining the subject of
cooperative norms. In the first case, which refers to OR decisions, bounded rational
individuals lack pieces of information about the decision context so that social heuristics
does not activate. In the second case, which refers to PS decisions, the pre-existence of
group boundaries and social ties may generate circumstances of exclusion and conflict,
for which the decision-maker may not recognize that acting in accordance to a social
heuristics causes disadvantages to someone else or exclude someone else from the benefit
of cooperation. In this context, the application of the social heuristic gives rise to anti-

social outcomes.
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Two epistemic conditions derive from the intentionality of OR and PS decisions. OR
decisions rest on the cognition of “the benefit of other(s)”, while PS decisions rest on the
cognition of the “benefit of the society as a whole”. These addressed intentional contents
entail that the decision-maker, while opting for the OR or the PS decision, believes that
the other(s) or the society as a whole will benefit from her decision (epistemic condition
1). Moreover, since the benefit of others depends on the others experiencing it as a
benefit, she must believe that her OR or PS decision is recognized as such by the others
or in the relevant social context (epistemic condition 2). These two epistemic conditions
can be translated in conditions of social heuristics and moral deontological intuitions.
Let us interpret a social heuristics as a behavioural rule which dictates the decision-
maker to do the action I' in order to get the consequence , when she faces the decision
situation C?. This heuristics gives rise to an OR or PS decision to the extent that both
the action and its consequences are interpreted by the decision-maker as OR or PS.
Moreover, in order to count as an OR or PS decision the decision-maker must believe
that also the others referred to in the intentional content of the decision recognize them
as an OR or PS action and consequence. These conditions — the circumstance that both
the decision-maker and receivers of the decision recognize the OR and PS nature of the
adopted decision — are among the conditions defining the features of a decision context
C!. Tt is a necessary condition of a OR and PS decision that the two epistemic conditions
1 and 2 are simultaneously met. Otherwise, the same action and the same consequences
of that action are not anymore identified as OR or PS. Only under these conditions
social heuristics leads to OR and PS decisions, and this is not always the case.

As far as OR decisions are concerned, we can notice that the two just mentioned
conditions may be affected by decision-maker’s bounded-rationality. The decision-maker
can believe or not believe to be in the decision context C! in which the two conditions
hold. Let us consider the possibility that she believes to be in the decision situation
characterized by contextual epistemic conditions C?. She can for example believe that
action I' and its consequence vy do not benefit the other; or she can believe that the

other(s) believe(s) that action I'" and its consequence v do not benefit the other(s) —
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i.e. the receiver of the decision. If this is the case, the decision-maker believes she is
facing decision situation C?, while she is actually in the decision situation C?. As a
consequence, the social heuristics would not activate and the OR decision would not
be made. I will further analyse these epistemic conditions of OR decisions in terms of
awareness concerning the decision situation in the next section (section 1.4).

As far as PS decisions are concerned, we can notice that the satisfaction of the two
epistemic conditions above depends on the availability of relevant information concern-
ing social context and relationships. Let us suppose that a social heuristics dictates the
decision-maker to cooperate with fellow members for the benefit of the society doing I
and obtaining v, when he faces the decision situation C’. The cognition of the bound-
aries of the relevant social group and ties among fellow members affects the epistemic
conditions which characterize the decision situation C?.

Let us suppose that the society is composed by two groups of people: the ones
included in the group of cooperators who have internalized a social heuristics and who
benefit from cooperation; the others excluded from cooperation and from its benefits.
Considering the society as a whole and so also the group of excluded people, we can
consider that in this decision situation social heuristics of included individuals is actually
anti-social in so far as action I' and consequence ~ are indeed damaging others and
causing social exclusion and conflict. They believe to act pro-socially in C?, but they
are not, in so far as their behaviours cannot be recognized as PS from the point of view
of the group of excluded. If the decision-maker would realize that her decision is actually
damaging members of the society (according to a cognition of the society in which the
excluded are included), the second epistemic condition would be violated, and she would
not perceive her decision as PS.

Beliefs concerning the definition of the relevant social group of cooperators affect
the identification of actions and consequences as PS. In the described situation only ac-
knowledging the society as a whole (the group of included plus the group of excluded) as
within the boundaries of the epistemic relevant social group, would reveal the possibility

to act A towards the consequence d: cooperating also with non fellow members and in-
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cluding the excluded to the benefit of cooperation. In this sense the identificaiton of the
PS option A and ¢ depends on the circumstance that the decision-maker believes to be
in decision context C? in which the relevant social group includes the whole society. This
circumstance calls for the notion of “responsibility” which will be presented in section
1.4 to illustrate how this comprehensive (universal) moral acknowledgment may emerge.

The two presented cases highlights two peculiar senses in which we can say that moral
intuition and social heuristics are under-determined with respect to contexts. More pre-
cisely, it has been underlined as context dependency is due to decision-maker’s beliefs
concerning the decision context itself. In this sense, moral intuitions and social heuris-
tics are under-determined with respect to epistemic conditions. My hypothesis is that
deliberation and discussion may intervene in these cases, contributing both to the un-
derstanding and the change of decision contexts. By acting on the epistemic conditions,
deliberation and discussion can influence the formation of social heuristics, preferences,
and norms. To account for the framing function linked to the reflection processes in-
volved by OR and PS decisions, it is necessary to further specify their intentionality and

to clarify their effect on the epistemic conditions of decisions.

1.4 Awareness and the intentionality of other-regarding

decisions

The intentionality of OR and PS decisions involves an evaluation process concerning
actions and consequences themselves. This evaluation process forms the intentionality
of OR and PS decisions by attributing an intrinsic value to the relevant actions and
considering the targeted consequence as the end which ought to be pursued against
alternative others. In this sense, the intentionality of OR and PS decisions is essentially
normative. The attribution of values and ends set the normative standard against which
actions and consequences are recognized as OR or PS in the decision situation. OR and
PS decisions presuppose that a normative selection of relevant actions and salient ends

have been already developed, constituting the frame of available OR ad PS options and
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setting the conditions of their recognition.

We can rewrite the epistemic conditions of social heuristics and clarify that they
presuppose the assignment of normative values and ends to actions and consequences.
While choosing OR or PS options, the decision-maker believes that the action he is
performing has an intrinsic value which motivates him to get to a specific state of the
world which he envisages as an intrinsic end. If she believes so, and if she believes that
the others beliefs so, she considers that the action and the consequence of the action are
compliant with what she believes to be the benefit the other(s) or of the society as a
whole.

To show how the belief concerning the normative characterization of the decision
context may condition OR and PS decisions, I introduce the following notation. I refer
to values attributed to actions with Greek capital letters and to the ends which are
the envisaged consequences of those actions with small Greek letter. The intentionality
of pro-social decisions takes hence the form of I' — ~, with the arrow referring to the
intentional direction of the OR or PS motivation represented by the value I' towards the
state of the word represented by the end ~.

Considering OR decisions, let us suppose, for example, that the decision-maker in
the initial moment ¢! believes to be in the decision context C?, in which doing I' — 7
is OR, while A — § is not. For example, she may consider donating a cigarette to her
friend as an altruistic act and its consequence (her friend smoking) a benefit to him (the
friend). This would mean that in ! she beliefs that the decision situation is such that
both her and the receiver of the consequences of her decision believe that the donation
of the cigarette is “altruistic” in the standard sense of to benefit other at a personal cost.

However, we may consider the possibility that she starts reflecting about the decision
situation and after a certain amount of time (at time ¢°) she gets to the opposite conclu-
sion concerning the donation decision, doing A — § — i.e. not donating and not letting
her friend smoke — but still interpreting this decision as the altruistic one. What could
have happened in the meanwhile? If we exclude preference change, we can consider the

possibility that a change in beliefs occurred, influencing the decision-maker cognition of
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the decision situation. In particular, I make the hypothesis that two different but related
processes may determine a change in decision-maker’s beliefs concerning the decision sit-
uation itself. At the end of these processes she believes to be in the decision context C?
in which A — ¢ is believed as the OR decision: i.e. she believes that not donating is
the OR (altruistic) decision and moreover she believes that also the friend believes so.
On the contrary, I' — v (donating) is not believed anymore as OR. I consider that these
processes accounts for the way in which awareness grounds OR decisions.

To illustrate the two processes which may lead to such a change in belief through
awareness enhancement, let us consider the following figures. Figure 1.1 depicts the first
process in which the change in belief about the decision situation is a consequence of a
change in values attributed to relevant actions. Figure 1.2 depicts the second process in
which the change in beliefs about the decision situation is a consequence of a change in

the ends according to which consequences are interpreted and evaluated.

A o

________________________________________

Figure 1.1: Awareness as values change

As far the first type of process is concerned, we have that in the initial situation
(t!, C') the decision-maker believes that I' — 7 is OR. Hence, we can consider that

she has defined (social) preferences over consequences v > §, and this implies that she
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Figure 1.2: Awareness as ends change

has analogous preferences over actions I' = A. Let us suppose that the decision-maker
starts thinking about what is best or more just to do in this situation, and that she
develops the awareness that actually “health” is an important intrinsic value to her. The
discovered value is represented in figure 1.1 by 2. It can be considered representative of
an alternative action not available in the original set of options (for example, the action
“talking to the friend explaining the risks linked to smoking”). She may thus revise her
first decision so that in ¢°, she prefers action A (not donating the cigarette) to action T
(donating) and so, consequence ¢ (her friend not smoking) to consequence v (her friend
smoking).

What is important to underline is that it is the whole decision situation at being
changed by the acquired awareness (and not only preferences). The decision-maker does
not believe anymore that the act of donating is OR, and that the consequence consisting
in her friend smoking is benefiting to him. Moreover, she believes that the friend would
believe the same if only he could get to the same awareness, recognizing the intrinsic

value of “health”. The decision has changed from one concerning the value of “being
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generous toward a friend” (and hence, from one concerning the act of donating per se) to
one concerning the value of “protecting your friends’ health” (or the intrinsic value of “a
healthy life”). The latter normative interpretation appears superior to the former, to the
extent that it results from a deeper scrutiny of the available options. A whole translation
of what is OR in the decision situation occurs. In ¢?, C?, “being generous to a friend”
gets synonymous with “protect his health”. Given this change, the decision-maker is
acting in an OR way even if now she prefers not to donate.

The change in the evaluation of what is OR happens also in figure 1.2, but in this
case it is the envisaged consequences of the decision, as identified by normative ends, at
being subject to change after awareness occurs. In this respect, the decision-maker, with
time, may reconsider the ends under which the consequences of the decision at stake
are evaluated. Thus, she may realize that an alternative end — besides those strictly
associated to letting the friend smoke () or not smoke (0) one of her cigarette — can
orient her decision. The decision-maker may for example get aware of the ill effects of
smoking so that she may feel obliged to pursue the end of “convincing the friend to give
up smoking” (w). Once she realizes this possibility, she may act in order to obtain the
friend quitting as the consequence of her decision. The decision context changes from
one in which the end w is not at stake (C! in time t!) to one in which it is present
(C? in time t?). An alternative consequence of decision (identified by w) emerges and it
represents any outcome of decision in which the decision-maker gives up smoking (and
avoids the ill consequences of smoking).

The change in the attribution of values and ends can be accompanied by a shift in
preferences, with the decision-maker passing from preferring v to ¢ (which presupposed
I' = A) to preferring ¢ to v (which implies A > T'). But the primary change concerns
the belief about the decision situation itself, which makes the decision not to donate
become OR. The decision-maker, thanks to awareness, is actually taking another type
of OR decision, which does not anymore concern her friend smoking or not smoking,
but her friend quitting or not quitting smoking. In this respect the end w identifies a

state of the world in which, as a consequence of the decision-maker’s decision, the friend
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quits smoking. This state of the world was out of consideration in the initial decision

situation.

1.5 Responsibility and the intentionality of pro-social de-
cisions

The enhancement of awareness can be interpreted as due to reflection, as the conscious
or unconscious process of self-scrutiny of one’s own values and ends. This process can
be sustained both by deliberation (as a form of self-reflection) and discussion (as a form
of social reflection). From the perspective of their reflective nature, deliberation and
discussion have an analogous functioning and they both affect the decision-maker beliefs
concerning the decision situation at stake. Deliberation and discussion condition the
decision situation by setting the relevance of specific values and the salience of specific
ends, so framing the interpretation of the OR or PS actions and consequences.

As far as PS decisions are concerned, reflection affects beliefs concerning the social
features of the decision situation, by grounding the cognition of relevant social relation-
ships and boundaries, which in turn define what the decision-makers may feel responsible
for in performing the PS decision. Responsibility reveals a social aspect of awareness,
in so far as the identification of relevant values and salient ends go together with the
identification of 1) who is considered agent of social norms of cooperation; and 2) who is
entitled to benefit from it. In other words, beliefs concerning relevant social boundaries
determines the subject of the social norm both in terms of actions (who is entitled to
interact for the benefit of the society as whole?) and consequences (on who consequences
do matter?). The intentionality of the PS decision is shaped by these definitions to the
extent that the mode and content referred to as the social good may change depending
on the cognition of the significant social boundaries.

Discussion, thanks to its inter-subjective mode, plays a crucial role in the case of PS
decisions. It sustains the development of a shared definition of the social community and

of its values and ends. Let us recall the case presented in section 1.3 in order to describe
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how the cognition of social contexts and relationships undermines the possibility that so-
cial heuristics specifies PS decisions. The execution of a given PS heuristics may depend
on the beliefs concerning the boundaries identifying the group of cooperative agents and
who is entitled to benefit from cooperation. In this respect, the evaluation of I' — ~
as PS (cooperative) depends on the fact that both the action and its consequences are
interpreted as PS within the relevant social group. But let us make the hypothesis that
I' — ~, while benefiting the group of the decision-maker’s fellow members, is damaging
(or at least not benefiting) a group of excluded agents. I' — + couldn’t be anymore
considered PS, in so far as, from the perspective of the society as a whole, that decision
ends up generating more social exclusion. This situation is depicted in the following

figure.
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Figure 1.3: The emergence of responsibility

The decision-maker believes at time ¢! she is facing the decision context C’ in which,
for example, she can decide to cooperate with fellow members, doing the action I' which
has as a consequence the pro-social benefit v to her fellow group. Possibly, in accordance
to her social heuristics, she does so, on the ground of the belief she is deciding for the
social good.

However, there is another option A — ¢ she is not aware of, which involves the
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possibility to cooperate and share the benefit of cooperation also with agents who are not
part of the original group of fellow members. This option depends on the assignment of a
normative value to the alternative action A and/or on the recognition that consequences
over outsiders § and hence over the society as a whole matter and can be addressed as
an end for PS decisions. Accordingly, the decision-maker may re-evaluate the original
choice I' — v as anti-social, in so far as she can realize that keeping on not doing A —
0 is detrimental to the society as a whole.

What could make the decision-maker pass from I' — v to A — §, if we exclude a
change in (social) preference or an exogenous change in the dominant social norms? My
hypothesis is that reflection, via deliberation and discussion (and in particular discussion
with non fellow members) may change the beliefs of the (included) decision-maker so that
the boundaries of the relevant social community, determining which actions and which
consequences are PS for her, may change. In this way, possible cooperative interaction
with non-fellow members and consequences over excluded, which was previously out
of consideration, are attributed with normative values and ends so that they become
available to decision-maker’s cognition and practice.

An overall change in beliefs concerning the decision situation occurs. At time t*
the decision-maker finds herself in the decision context C?, for which the decision itself
changes from one concerning the choice to cooperate (or not cooperate) with fellow
members, to one between two alternative cooperative decisions: the one, pro-social only
toward the group of fellows (and anti-social with respect to the society as a whole),
the other pro-social with respect to the society as a whole. This process of awareness
enhancement can be accounted for in terms of responsibility. The decision-maker, while
acknowledging to be part of the society as a whole (and not only of its sub-group),
becomes aware of possible (inter-)actions and consequences involving the others outside
the group of fellows. Consequently, she gets responsible towards them with her decisions.

Thus, prosociality presupposes responsibility. Once the criteria defining which are
the relevant social interactions and the recipients of the consequences of decisions are

recognized, the normative definition of what is PS changes, from one ruling only over the
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decision to cooperate with and benefit fellow members, to another in which cooperating
only with fellow members is judged antisocial because it has detrimental consequences
for the society as a whole. Responsibility triggers prosociality to the extent that the
process of attribution of normative value and ends to actions and consequences involving
agents out of the boundaries of the original peers’ group entails the recognition normative
“rights” to them together with their admission to the “cognitively relevant” social group.

The passage from ¢! C* to t*C? implies the passage from social preferences and norms,
to moral preferences and norms. Their “universal” significance are conceptualized as
superior as criteria for a PS decision, and identify A — ¢ as the PS option between the
two. Since the reflective process determining the change in the criteria of identification
of the relevant social group is an epistemic one, we can consider that, when it occurs, it
necessarily implies that decisions adapt to the new normative conceptualization of the

decision situation.

1.6 Conclusions

Deliberation and discussion, awareness and responsibility affect OR and PS decisions
by framing their epistemic conditions. The analysis of these conditions sheds a light on
aspects of OR and PS decisions, which cannot simply be reduced neither to un-reflected
social heuristics, nor, in general, to given preferences for OR or PS options.

The current emphasis in moral psychology on intuitions and heuristics may lead
to underestimate the epistemic function of moral deliberation in framing OR and PS
decisions in actual normative contexts. By investigating the intentionality of OR and PS
decisions, it gets possible to draw the limits of applicability of theories of cooperative and
norm-compliant behaviours based only on intuitive heuristics. These limits coincide with
context-dependency conditions and they are determined by beliefs concerning criteria of
identifications of relevant options — both with respect to actions and consequences —
which contribute to the definition of what is OR (or not) and what is PS (or not) in the

decision situation. Unless these definitions are given and shared, any social heuristics can
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apply. Deliberation and discussion can be viewed as reflective activities determining the
emergence normative definitions during decision processes. Describing them as processes
allows for identifying awareness and responsibility as necessary conditions of OR and PS
decisions, while highlighting their normative essence.

To conclude, by taking into consideration intentionality of OR and PS decisions it has
been possible to highlight an ez-ante framing role for moral reflection, deliberation and
discussion. This in turn put us in the condition to show how OR and PS decisions neces-
sarily involve processes of formation which requires time and interaction (also interaction
with one-selves, i.e. deliberation) and which set the normative values and ends, which
make relevant actions and salient consequences identifiable. These processes can also
change the epistemic conditions in which the decision is taken, so that the decision faced
in the beginning is not the decision answered at the end of the process (and consequently
social preferences may adjust). Moreover, these processes — especially when discussion
is concerned — may reshape beliefs concerning the relationships among persons referred
in the decision and this may lead to the emergence of new OR and PS motives (and
consequently normative references may change). New norms may emerge at the end of
these processes, thanks to the recognition or redefinition of what is shared in the way in
which members of the community understand and evaluates circumstances, contributing

to their collective life.
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CHAPTER 2

NORMATIVITY, COMMITMENT, AND INTERACTIVE INTENTIONAL-

ITY

2.1 Introduction

The debate concerning the possibility to reconcile the “rule-based” and the “equilibrium-
based” accounts of institutions (Hodgson, 2006; Aoki, 2007; Greif, 2006; Greif and
Kingston, 2011) has been recently reactivated by Hindriks and Guala who tried to
“unify” social ontology by explaining institutions in terms of “rules in equilibrium”
(Guala and Hindriks, 2014, 2015). However, the replies to this attempt reconfirmed the
distance between the two approaches (Binmore, 2015; Sugden, 2015; Hodgson, 2015). In
particular, John Searle reaffirmed the irreducibility of “constitutive rules” as the basis
of social ontology (Searle, 2015). This paper suggests an alternative strategy towards
unification, by reflecting on Searle’s epistemology of normative commitment.

The issue of unification derives from the circumstance that Searle’s idea that institu-
tions consists in the collective assignment and recognition of constitutive rules does not
satisfy rationality criteria grounding the explanation of rule-following behaviours and the
evolution of social norms provided by social sciences, and in particular by economics.
Searle (1995, 2005, 2010) makes reference to the epistemology of collective intentionality

in order to account for commitment (see also Gilbert, 1989, 2013). But this approach
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does not satisfy the requirement of self-enforcement which accounts for rule-following
in convention and social norms literature (Lewis, 1969; Schotter, 1981; Sugden, 1986;
Young, 1998)

However, it must be observed that Searle is not engaged in providing an explanation
in the social-scientific sense. The purpose of social ontology limits his account to the
description of the necessary conditions under which institutional entities and social re-
ality exist as collectively adhered. These conditions are summarized by the formula of
“constitutive rules”: provided that a group collectively recognizes (or “declares”) that
“X counts as Y in C”, we have an institutional entity and hence social ontology (Searle,
2005, pp.9-10). This is not the explanation of institutions that social scientists are used
to look for exactly because this is not meant to be such an explanation. As a description
of conditions of social reality, Searle’s social ontology does not account for the processes
which makes those conditions exist.

Hindriks and Guala’s unification of rule-based and equilibrium-based approaches to
institutions relies on the “transformation” of “constitutive rules” into“regulative rules”,
i.e. on the possibility to translate the former in the language of the latter without se-
mantic loss (Guala and Hindriks, 2014; Hindriks, 2009). Searle’s definition of the two
notions would not leave room to this strategy toward unification: on the one hand, regu-
lative Tules “regulate activities which can exist independently of the rule”; on the other
hand, constitutive rules “not only regulate, but rather constitute the very behaviour
they regulate, because acting in accordance with a sufficient number of the rules is con-
stitutive of the behaviour in question” (Searle, 2005, p. 9). Ruling out this difference
not only implies denying that status functions “create” social ontology, but it also leads
to smooth over the epistemic dimension of normativity on the behavioural one.

The conception of institutions as equilibria in regulative rules is based on the solution
concept of “correlated equilibrium” (Gintis, 2007, 2009) and on the idea that “players
must be able to represent the equilibrium in symbolic form” in order to get to coordina-
tion in the context of games with multiple, asymmetric equilibria (Guala and Hindriks,

2014, pp.6-9). This idea is borrowed from Aoki (Aoki, 2007, 2011) who treats rules as
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“coordination devices”, i.e. publicly available representations of equilibria that induce
shared beliefs concerning how the societal games have to be played. According to this
view, rules correlate behavioural strategies only because they can condition beliefs by
“specifying patterns of expected behaviours” (Greif and Kingston, 2011, pp. 25-28).

However, Guala and Hindriks disregard Aoki’s distinction between the “behavioural
dimension”, in which the strategic choices are made, and the “cognitive dimension”, in
which beliefs concerning players’ expectations about others’ actions and expectations are
formed. According to Aoki, institutions are an evolutionary process which connects the
behavioural and the cognitive dimensions in a dynamic loop: on one hand, equilibria in
individual behaviours are represented in rules which act as cognitive-media, fostering the
formation of shared beliefs about the game; on the other hand, shared beliefs sustain
equilibria in behaviours and hence sustain the behavioural regularities which identify
the rule (Aoki, 2011, p. 23). The cognitive dimension is crucial in so far as it is the
dimension in which mutual beliefs are formed as “commonly cognized salient patterns
of the ways in which societal games are recursively played and expected to be played”
(Aoki, 2011, p. 23). By dealing with institutions in terms of equilibria in regulative
rules, Hindriks and Guala downplay rule’s epistemic dimension and equate institutions
to behavioural regularities.

I suggest an alternative strategy towards unification of social-ontological and social-
scientific approaches to institutions. It is an alternative strategy to the extent that it
does not imply the necessity to reduce constitutive rules to behavioural regulative rules.
On the contrary, it is based on the idea that constitutive rules form shared normative
beliefs which identify relevant actions and salient outcomes in institutional contexts, so
that decisions and behaviours are consequently influenced. I develop this strategy from
a reconsideration of Searle’s conception of normative commitment. I rise two issues
about it: 1) Searle’s conception of normative commitment cannot account for rule-
following decisions; 2) Searle’s conception of normative commitment cannot account for
constitutive rule’s formation. The objective of unification is hence pursued by trying

to integrate Searle’s social ontology with an epistemology of rule-following capable to
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account for constitutive rule’s formation.

Searlian conception of normative commitment is grounded in the epistemology of
collective recognition and assignment of status function, which in turn is based on col-
lective intentionality. I consider that this epistemology cannot count as an epistemology
of rule-following in so far as it can only refer to unique and given status functions .
The point is that the epistemic criteria that identify a status function as that specific
status function must already be given in order to allow for its recognition and assign-
ment to institutional objects, persons, or states of affairs. This is not a problem for
social ontology per se — in so far as it is interested only in what is uniquely given (i.e.
existing) — but it makes Searle’s conception of normative commitment unable to account
for rule-following. As it will be clarified, rule-following presupposes the cognitive avail-
ability of alternatives. By referring to collective intentionality as the epistemic basis
of institutional reality, Searle rules out the possibility that an institutional entity can
be understood and practiced in various ways across individuals. Consequently, the cir-
cumstance that institutions are subject to change due to non-compliant rule-following
decisions and to processes of reconsideration of their deontological foundations remains
out of consideration. Unless variety among the interpretations of status functions is
admitted, we cannot account for constitutive rule formation through change.

I discuss two interconnected problems of Searle’s conception of normative commit-
ment. The first problem concerns Searle’s notion of “function” and it is due to the fact
that collective intentionality as the sole epistemic basis of commitment ends up presup-
posing commitment itself. I deal with this issue in terms of a “paradox of commitment”.
The second concerns the deontological character that Searle attributes to the notion of
“status” and it is due to the fact that its specific deontological content cannot be jus-
tified by deontology alone. I deal with this second issue in terms of “incompleteness of
deontology”. These two problems limits Searle’s conception of normative commitment ,

making it unable to deal with rule-following and constitutive rules’ formation. To count

IThe same can be said of “status function declarations” which Searle dealt with in a more recent
work (Searle, 2010)
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as valid representation of institutions from the social-scientific perspective, Searle’s con-
stitutive rule approach needs to overcome these limits and to illustrate how a common
understanding and practice of constitutive rules can emerge and self-sustain, despite the
multiplicity of individual interests and normative orientations within societies.

To account for rule-following and constitutive rule formation, it is necessary to allow
for variety and change in status functions and to analyse under which epistemic condi-
tions status functions are identified and selected among alternatives. To this purpose, I
introduce a decision process — which I name interactive intentionality — through which
individuals within institutions compare and contrast, via deliberation and discussion,
alternative possible statuses’ and functions’ attributions to the same institutional entity.
The main hypothesis is that interactive intentionality develops practical reason in an
interactive way, so that individuals involved in it build shared normative interpretations
by attributing values and ends respectively to actions and consequences.

This approach is based on trends in moral philosophy that reconsider deontological
ethics as the result of historical, linguistic, and interactive processes (Habermas, 1990;
Sandel, 1982). It hence supports the reintroduction of practical reasoning as a fun-
damental component of institutional life and evolution (Crespo, 2007, 2016; Velleman,
2009). I refer to interactive practical reason to account for endogenous processes of
emergence of shared epistemic criteria which make specific status functions identifiable
before they become objects of recognition and commitment. To illustrate how inter-
active intentionality can ground a common understanding and practice of constitutive
rules, I develop a simple formalization. The hypothesis of interactive intentionality is
aimed at representing the cognitive conditions of possibility of rule-following decisions
and institutions’ formation. It at the same time describes beliefs shifts and change in
expectations concerning both others’ norm compliant behaviours and others’ expecta-
tions. The description of the effects of interactive intentionality on normative beliefs
allows for dealing with the adherence to constitutive normativity also in terms of self-
enforcement, so providing an epistemological ground for unification of social ontology

and social scientific account of institutions.
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The limits of Searle’s conception of normative commitment are addressed in section
2.2 and 2.3, which respectively discuss “the paradox of commitment” and “the incom-
pleteness of deontology”. In section 2.4, I introduce multiplicity of values and ends and
I explain why it is necessary to assume the possibility of conflict among them as a nec-
essary condition of rule-following decisions. In section 2.5, I present the hypothesis of
interactive intentionality as an interactive mode of practical reasoning and I show how
it can be considered as the epistemic basis of institutional formation. Section 2.6 sums
up and concludes by suggesting how interactive intentionality can be referred to obtain
unification through a conception of normative commitment based on the idea that it

depends on a prior inter-subjective acknowledgment of shared normative frames.

2.2 The paradox of commitment

Three primitive notions are required by Searle’s social ontology to account for the sub-
sistence of institutional entities: “collective intentionality”, “function”, and “status”.
Searle (2005) connects them pairwise. Collective intentionality intervenes in the collec-
tive recognition of “functions on objects where the object does not have the function, so
to speak, intrinsically but only in virtue of the assignment of function.” The assignment
of the function goes together with the recognition of a certain status: “the object or
person to whom the function is assigned cannot perform the function just in virtue of
its physical structure, but rather can perform the function only in virtue of the fact that
there is a collective assignment of a certain status, and the object or person performs
its function only in virtue of collective acceptance by the community that the object
or person has the requisite status”(Searle, 2005, pp. 6-8). I firstly discuss the connec-
tion between the notions of “collective intentionality” and “function”. The connection
between “function” and “status” is discussed in the next section (see below section 2.3)

The conceptions of “collective assignment of functions” and of “collective recogni-
tion” relate Searle’s application of collective intentionality with the idea that constitutive

rules specify institutional functions. Collective recognition is the basis of social ontology
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in so far as the attribution of a certain function to a specific object depends on the fact
that individuals forms collective intentions and adhere, in cognition and practice, to a
common re-cognition of that object as having a certain function. Searle makes reference
to the epistemology of collective intentionality in order to interpret collective recognition
of institutional function. While assigning the function to the entity individuals join in
collective intentionality, interpreting that object as having that function.

Assigning and recognizing a function is necessarily identifying what purpose is served
by the object, person, state of affair. As clarified by Searle, the identification of any kind

of function always presupposes the specification of a purpose:

“[...] functions are always intentionality-relative [...] When we discover functions
in nature, what we are doing is discovering how certain causes operate do serve a
certain purposes, where the notion of purpose is not intrinsic to mind-independent
nature, but is relative to our sets of values. [...] Where do the values come from?
The clue that there is a normative component to the notion of function is that once
we have described something in terms of function we can introduce a normative
vocabulary. [...] To put the point succinctly, if perhaps too crudely, a function is a
cause that serves a purpose. And purposes have to come from somewhere; in this case
they come from human beings. In this sense, functions are intentionality-relative

and therefore mind dependent.” (Searle, 2010, p.59)

Hence, we can consider that the relation between Searle’s application of collective
intentionality and his notion of institutional function is mediated by the notion of “pur-
pose”. Any institutional reality possesses a status function in so far as it corresponds
to a certain social purpose. The purpose is a necessary condition for the identifiability
of the institutional function. It stands for the content of collective intentionality in the
collective recognition/assignment of a status function.

In Searle’s view the collective attribution and recognition of status functions comes
with commitment. It is the linguistic nature of collective intentionality — and in partic-
ular of the speech act of “status-function declaration” (Searle, 2010, pp. 93 ff) — which

intrinsically implies that people involved in collectively assigning the function are for
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the same reason committed to accept and recognize it. Searle’s application of collec-
tive intentionality is compliant with Gilbert’s theory of “joint commitment” for which
adhering to a common purpose in collective intentionality is at the same time being
normatively committed to the purpose that is stated as a joint objective (Gilbert, 1989,
2013). It is the linguistic nature of the collective statement of a purpose at making,
in Searle’s view, collective attribution and recognition of institutional functions not re-
ducible to cooperation in the sense of I-intentionality plus mutual beliefs (Searle, 2010,
pp. 45-58)%.

Hence, collective intentionality represents the epistemological basis of normativity in
Searle’s social ontology (Zaibert, 2003; Gilbert, 2007). Commitment to specific consti-
tutive rules intrinsically derives from collective recognition of the function attributed to
the institutional object or person. However, this conception of normative commitment
does not account for why people actually converge on a specific institutional function.
Such an explanation would depend on the possibility to identify alternative institutional
functions and to represent individuals’ choice among them. This possibility is out of
the scope of the epistemology of collective intentionality, which can account for commit-
ment in collective agency exactly because its intentional content in terms of purposes is
already given and shared across individuals.

As observed in the introduction, being interested in social ontology, Searle is not
engaged in providing an explanation of why people adhere to specific constitutive rules.
However, the lack of this explanation exposes Searle’s conception of normative commit-
ment to the circularity of treating normative commitment to constitutive rules at the
same as the cognitive cause and effect of collective recognition and assignment of status
functions. In other words, lacking a representation of rule-following decisions — i.e. the
decision whether to comply or not comply to the given constitutive rule among alter-
natives — Searlian conception of commitment entails a paradox in so far as it ends up

presupposing commitment.

2See Tuomela and Miller (1988); Tuomela (1991, 2005). For a discussion of the alternative theories of
collective intentionality in relation to conceptions of the individual agent see Davis (2003) pp. 130-149.

44



The collective recognition of a status function depends on the attribution of a func-
tion to the relevant object or person. The identification of that function depends on
the circumstance that individuals cognize the purpose that define the function as the
content of collective intentionality. In order to be an object of recognition and of dec-
laration the function must be identified as serving a certain purpose (and not others).
In other words, the purpose must have been already selected in order to be adhered in
collective intentionality. Only if the purpose is already selected the relative function can
be collectively recognized or declared as an institutional function. The function as such
can be specified and referred to in collective recognition if and only if its intentional
content is already cognized as one specific purpose that individuals share. But this is
equivalent to assume that individuals are already committed to that purpose.

If the collective purpose is taken as given and shared, it means that any other al-
ternative purpose has already been ruled out. Ruling out any other alternative (and
potentially conflicting) purpose is an act which depends on commitment itself. This
act of commitment is a precondition to the collective adhesion to the given institutional
function and its subsumption under collective recognition and attribution. In this sense,
Searle’s conception of normative commitment ends up in a paradox: commitment, as
a consequence of collective recognition and assignment of a function, presupposes the
commitment towards the purpose which makes the identification of it as a function
possible.

Searle needs to assume the selection of the relevant purpose behind the identifiability
of the function as given in order to take collective intentionality as the epistemological
basis of social ontology. But this epistemology results in a circular argument concerning
normative commitment. In order to complement Searle’s social ontology with a coherent
theory of normative commitment, we have to account for how the common purpose
behind the identifiability of the function is formed. This in turn requires admitting
that institutional purposes can be characterized by multiplicity and re-conceptualising
normative commitment in terms of rule-following decisions. Rule-following decisions

presuppose the availability of alternatives. They are necessarily cognized as the choice
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between adhering to a given norm or deviating from it complying to another norm. As
far as constitutive rules are concerned, rule following decisions refers to the process of

selection of a specific institutional purpose among alternatives.

2.3 The incompleteness of deontology

The paradox of commitment is embedded in a more general problem of incompleteness
which concerns the deontological essence of institutional functions. The above mentioned
connection between the primitive notions of “function” and “status” derives from the
consideration that recognizing and assigning and institutional function is necessarily
recognizing and assigning a normative “status”. In Searle’s words, the institutional
object or person “cannot perform the function in virtue of their physical structure alone,
but only in virtue of the collective assignment or acceptance of the object or person as
having a certain status and with that status a function” (Searle, 2005, pp.7-8). The
status is specified in terms of deontic powers, i.e. the formal definition of duties and

rights, providing people within institutions with desires-independent reasons for action:

“The essential role of human institutions and the purpose of having in-
stitutions is not to constrain people as such, but, rather, to create new sorts
of power relationships. Human institutions are, above all, enabling, because
they create power, but it is a special kind of power. It is the power that is
marked by such terms as: rights, duties, obligations, authorizations, permis-
sions, empowerments, requirements, and certification. I call all of these deon-
tic powers. [...] They are structures of power relationships. [...]| how exactly
do these power relations function? The answer, which again is essential to un-
derstanding society, is that institutional structures create desire-independent
reasons for action. To recognize something as a duty, an obligation, or a re-
quirement is already to recognize that you have a reason for doing it which
is independent of your inclinations at the moment. [...] the creation of the

general field of desire-based reasons for action presupposes the acceptance of
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a system of desire-independent reasons for action.” (Searle, 2005, 10-11)

The notion of “deontic power” is inherent to the notion of “status” in Searle’s defini-
tion of status function: an institutional entity is identified as possessing a certain status
in so far as it displays certain deontic powers; but also, the other way round, certain
deontic powers identifies that person or object as having a certain status. The function
of the institutional entity (and hence its implicit purpose) reflects its status and relative
deontic powers. By specifying “desire-independent reasons for action”, statuses and de-
ontic powers define a set of possible actions which are attributed with normative value:
duties and rights assigned to the institutional entity (or connected to its use) as defined
in terms of potentiality of action and linked to the functional definition of its purpose.

However, no explanation is provided concerning why the power implied by the status
is that normative power — enabling certain actions — and not another — enabling other
actions (Sanchez-Cuenca, 2007; Viskovatoff, 2003; Zaibert and Smith, 2007). Being in-
terested in the analysis of formal and essential (irrespective of differences) properties of
the normative structures of institutions, Searle’s ontological description does not need
to specify why determined deontic powers and not others are attributed to (some) per-
sons (and not others) or objects, in the moment of the collective recognition of the
institutional status function. But in this way, Searle’s deontology lacks the possibility to
account for its own formation. In this sense, I consider that Searle’s deontological theory
of institutional normativity is incomplete: there is no way to justify, within the scope of
deontology alone, why that status attribution concerns that power and not another, nor
to account for the emergence of that specific power against possible others.

The issue is analogous to the one concerning commitment, which, as we have seen
above, presupposes the previous identification of a given purpose (and hence the process
of selection for taking it as given). Here the possibility to recognize the status depends on
the fact that the powers — the set of potential actions attributed to the entity — are already
defined and shared. Social ontology assumes purposes and powers as given in order to
ground the cognitive identifiability of status functions to which collective recognition

applies. The attribution of status function depends on the collective recognition and
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assignment, but this collective recognition can attach to status function as its object
only because the status and related function are made identifiable as the bearer of
specific powers and purposes. The epistemology of collective intentionality presupposed
by Searle needs to take the normative definitions of powers and purposes as given, but
there is a deeper epistemological level in which they are cognized as multiple alternatives
which are compared, contrasted, discussed, selected. I consider the epistemology of these
processes of rational scrutiny and decision concerning normative powers and purposes is
the epistemology of rule following and norm formation.

The opportunity to compensate social ontology with an epistemology capable to
account for rule-following decisions and norm formation can be highlighted by taking into
consideration the case of intentional deviation from constitutive rules. This case cannot
be accounted within Searle’s conception of normativity and of normative commitment.
From the social ontological point of view, as far as a constitutive rule is defined, it
is collectively adhered. On the contrary, intentional deviation from constitutive rules
calls for admitting the possibility that individual treats as a possible object of choice
alternative purposes and status attributions to the same institutional entity. However,
it must be observed that intentional deviation from rule presupposes the acceptance and
recognition of the given constitutive rule and of the institution as such. If the given
status function was not recognized by deviant individual, it could not be addressed as
the object of the envisaged change through deviation. Individuals who deviate from a
given constitutive rule must recognize it in order to think at and pursue its possible
change.

Moreover, intentional deviation from constitutive rule must be treated as a rule-
following behavior. It indeed presupposes the commitment to an alternative normative
definition of the same institution. It entails the alternative attribution of normative
power and purpose to the same institution and the alternative interpretation and defini-
tion of the status function. However, in order to count as an alternative definition of a
status function it has to be object of collective recognition. Indeed, individual deviation

necessarily presupposes that the deviant agent thinks at herself as part of a collective
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which assign the alternative interpretation of the status function to the given institution.

Intentional deviation from constitutive rule highlights a type of “negative commit-
ment” which cannot be dealt with within Searlian conception of commitment. The
epistemology of collective recognition is only “positive” since it is confined to defined
status functions. It presupposes that the selection of purposes and powers which make
that status function identifiable has already been brought to completion. But this ex-
cludes the possibility that institutional agents could make reference, in cognition and
practice, to alternative normative definitions of those purposes and powers, and devi-
ate from given constitutive rules. As a consequence, Searlian treatment of deontological
powers and purposes hides a peculiar aspect of asymmetry concerning rule-following and
normativity in general. This asymmetry has two aspects. First, only admitting negative
commitment we can account for normative commitment in general. Second, only admit-
ting the possibility of deviating from given normative assets we can account for norms
formation through constitutive rule change.

As far as the first aspect is concerned, unless we allow for the possibility of inten-
tional deviation from rule, we cannot account for norms’ recognition and commitment
itself. From a logical-epistemological point of view there cannot be normativity without
alternatives. The decision to rule-follow is necessarily the decision not to deviate from it.
If no alternatives would be available in cognition, that behaviour could not be considered
as the decision to follow a norm, because it would be determined only by the availability
of only one, unique, and given option. Only admitting the availability of alternative
normative references, we can account for rule following and hence for the adhesion to
norms in institutions. In order to represent constitutive rule-following, and to overcome
Searlian paradox of commitment, we have to account for individual decision among a
plurality of institutional purposes and powers.

As far as the second aspect is concerned, only admitting that within the society there
are multiple possible alternative interpretations of status functions in terms of purposes
and powers, we can account for processes which bring institutions into existence. In-

stitutions emerges as the result of processes of formation which presuppose deviation
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from norm as a means to institutional change and the composition of shared definition
of status functions via conflict resolution. Incompleteness of Searle’s deontology can be
compensated by allowing for these processes of formation .

In the rest of the paper I suggest an epistemology which is alternative to collective
intentionality and which makes a description of the epistemic conditions behind both
rule-following decisions and of constitutive rule formation available. This epistemology
needs to account for processes and interactions through which institutional powers and
purposes are cognized and selected among alternatives. It suggests a way to make
social ontological account coherent with social science’s explanations of institutions as
self-enforcing equilibria, by attributing a framing role to these processes of selection
and decision concerning the attribution of normative value to actions and institutional

purposes.

2.4 Variety and conflict in status functions

In order to complement Searle’s social ontology with an epistemology capable to describe
conditions of rule-following and norms formation, I allow for multiplicity of institutional
powers and purposes. This entails that alternative status and functions, depending
on the definition of purposes and powers behind them, can be attributed to the same
institution in a given moment. Within a given social context, we can have that: a) group
A considers that X and hence Y serve a certain purpose, while group B attributes to X
and hence to Y an alternative purpose; and/or b) group A considers that X and hence
Y have a certain power, while group B attributes to X and hence to Y an alternative
power. In both cases, the two groups collectively recognize that “X counts as Y”, but
for group A Y is Y, while for group B Y is Y2. Note that, from an ontological point
of view, the status function remains identical to itself. It only changes the normative
commitment of the two groups and it reflects the respective interpretation of purposes
and powers.

The two described conditions represent circumstances of potential conflict. Such
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a conflict can be interpreted both as a decision-making problem or as social cohesion
problem. The first problem is linked to the above mentioned issue of “intentional devi-
ation from rule”. It is the rule-following problem consisting in the individual’s conflict
concerning whether a) to accept and get committed to a given institution, despite her
normative commitment toward an alternative interpretation of the status function or b)
to deviate from it, complying to the normative definition of powers and purposes rec-
ognized within her social group to the purpose of constitutive rule change. The second
problem, the social cohesion issue, derives from social conflict: how can different groups
may get to recognize a common shared interpretation of the same institutional status
function? The issue here concerns how do institutions may adjust for differences across
social groups so that the status functions are representative of shared interpretations
of institutional powers and purposes. The two issues shed a light on the problem of
institutional formation.

I deal with these circumstances of conflict by analysing the epistemic conditions be-
hind them. With the notion of “epistemic conditions” I refer to beliefs concerning allowed
actions and licit consequences in the decision situations. We can consider that Searle’s
deontic powers and institutional purposes respectively refer to the normative determi-
nation of the two sets of allowed actions, on the one hand, and licit consequences, on the
other. Powers, defined in terms of potentiality of action, attribute intrinsic deontological
value to actions. Purposes envisage as expected outcomes what the institution is aimed
at. On the ground of this interpretation of Searlian cognitive preconditions of status
function, I consider that individuals involved in the above mentioned circumstances of
conflict engage themselves in a deliberative process concerning the attribution of one
among multiple, alternative intrinsic values to relevant actions and the interpretation
of consequences of decisions in terms of one among multiple, alternative ultimate ends.
This deliberative process is introduced to describe how the cognition of shared powers
and purposes may emerge from conflict. The process of formation of shared interpreta-
tions of powers and purposes is viewed as dependent on “rational” choice about values

and ends attributions to actions and outcomes.
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I make reference to philosophical discussion of “incommensurability of values” to
characterize the relation between values and ends (and the relations within each of the
two categories). In particular, the deliberative decision model that follows rests on the
basic distinction provided by Chang (1997, pp. 4-7) between values — as the systems of
valuation which may happen to be commensurable or not — and the bearers of value — the
objects or state of affairs which, according to that system of valuation, may happen to
be comparable or not. I name the second “ends” to suggest the idea that their cognition
is the result of an act of projection towards the world. The values-ends distinction allows
for a characterization in terms of intentionality of the normative attribution of values
and ends to actions and consequences. The attribution of intrinsic value to an action
entails the interpretation of its envisaged consequences as correspondent to an intrinsic
end. In this sense, the value defines a mode of normative reference which is projected on
the objects or state of affairs as the concrete outcome of the actions. The end represents
the intentional content of the value. This intentionality interpretation of the relationship
between values and ends parallels the relationships between the notions of “status” and
“function” (and between “powers” and “purposes”) in Searle’s treatment of constitutive
rules.

The deliberation concerning values and ends describes the epistemic context in which
the status functions is selected as a specific status function through the definition of pow-
ers as possibility of actions and functions as envisaged purposes. Thus, the introduction
of values and ends is aimed at making explicit the processes of interpretation and defi-
nition of institutional powers and purposes. Specifically, the conflict among alternative
powers attributions and among function attribution can be dealt with in terms of conflict
among individuals interpretation of actions in terms of intrinsic values and consequences
in terms of ends. Therefore, the resolution of such a conflict represents the way in which
individuals get to a shared definition of purposes and powers, which paves the way to
the collective recognition of the status function.

Conflict can concern both values and ends affecting the possibility that individuals

share a common interpretation of the constitutive rule, and hence adhere to institutions
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in decisions and behaviours.

When conflict concerns values, individuals believe that the actions to which they
respectively attribute intrinsic normative value are mutually non compatible. On the
other hand, when two values are compatible individuals believe that the actions to
which they respectively attribute intrinsic normative value are compatible. When two
values are compatible, there exists a common meta-value which is compatible with each
individual value: individuals believe that the actions to which they respectively attribute
intrinsic normative value can be jointly realized.

When conflict concerns ends, individuals believe that the envisaged state of the
world that they respectively put as a purpose of collective action are mutually non
compatible. On the other hand, two ends are compatible when individuals believe that
the envisaged state of the world that they respectively put as a purpose of collective
action are compatible. When two ends are compatible, there exist a common meta-end
which is compatible with each individuals’ ends: individuals believe that there exists a
state of the world in which the two individually envisaged states of the world can be
jointly obtained.

Values and ends are linked by a double relation. Each value implies an end: a state
of the world which come to existence after the action to which is attributed value is
realized. Each end presupposes a value: an action which is attributed with a value
because its envisaged consequence is viewed as a purpose. Given this relationship, when
two values are compatible the respective ends are compatible and vice versa when two
ends are compatible the respective values are compatible. On the other hand, when two
values are not compatible the respective ends are not compatible and wvice versa when
two ends are not compatible the respective values are not compatible?.

To schematise, let us introduce the following notation and graphics. Two values I
and A are compatible (I' C A) when individuals believe that the actions to which they

respectively attribute intrinsic value can be jointly realized. In that case, there exist a

3The relation of compatibility (and not compatibility) as involved in practical reasoning can be
interpreted in terms of commensurability of values and comparability of ends. See Millgram, Regan, and
Raz in Chang (1997)
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common meta-value {2 compatible with individuals’ values (R ¢ T' A Q¢ A =T ¢ A)
and individuals believe that the actions to which they respectively attribute intrinsic
normative value can be jointly realized. Vice versa, they are non-commensurable when
individuals don’t believe so (I' -C A).

Two ends 7 and § are compatible ( ¢ ) when individuals believe that the envisaged
outcomes of decisions can be jointly realized. In that case, there exist a common meta-
end w compatible with individuals’ ends (w ¢ vy A w ¢ § = 7 ¢ J) and individuals believe
that there exists a state of the world in which the two individually envisaged states of
the world can be jointly obtained. Vice versa, they are non-compatible when individuals
don’t believe so (v -c 9).

Conflict is characterized by the epistemic circumstance in which individuals believe
that their respective values and ends are mutually non compatible. This condition, for

which v -¢ § & I" -C A, is depicted in Figure 2.1.
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Figure 2.1: Conflict as non compatibility of values and of ends

2.5 Institutional formation through interactive intention-
ality

Variety among values and ends — as among alternative interpretations of institutional

statuses and functions — calls for deliberative decisions capable to set both individual

and collective resolutions in the case of conflict. Such deliberative decisions are grounded

in practical reason as a basic moral faculty through which rational scrutiny and deci-
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sions concerning values and ends are developed. I follow Habermas’ discourse ethics in
attributing a linguistic and performative nature to practical reason (Habermas, 1990).
Habermas reinterprets Kantian deontological philosophy, by grounding normativity —
Kant’s “categorical imperative” — in dialogical, interactive performance of practical rea-
son which gets to identify the universally valid norm through rational discussions of
individual normative claims. Likewise, I treat the process which leads individuals to se-
lect and share the definition of institutional powers and purposes as a rational discussion
developed through the inter-subjective performance of practical reason. Consequently,
I consider that once this discussion comes to success, thanks to the universal nature
of the obtained solution, it is normatively and cognitively binding, grounding collective
recognition of the status function.

The conditions of conflict described in the previous section (section 2.4) are repre-
sentative of institutional contexts in which the normative content of status functions —
both with reference to powers and to purposes - is subject to debate. I introduce the
hypothesis of interactive intentionality which I define as an interactive mode of practical
reasoning applied to the selection of values and ends among alternatives. The analy-
sis of the epistemic conditions under which conflicts concerning normative values and
committed ends are overcome shows how interactive intentionality may get to shared
normative definitions of institutional powers and purposes, contributing to institutional
formation. More precisely, interactive intentionality can be thought as a deliberative
discussion process in which individuals access their respective values and ends, compare
and contrast them inter-subjectively, and eventually get to a shared identification of
which actions and which consequences of action are to be held as normatively valid.

The resolution of institutional conflict is viewed as depending on the circumstance
that individuals, through interactions in practical reasoning, may get to know with
normative values and ends which point at possible available actions and consequences,
not considered in the initial epistemic condition. With reference to the conflict situation
depicted in Figure 2.1, we may consider that, at time ¢’ individual A and individual B

mutually believe that their respective values and ends are not compatible. Specifically, A
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believes that the state of the world that the end v point at as consequences to be pursued
and the set of normatively possible actions identified by value I' are not compatible with
those entailed by B’s normative value A and end §. B believes the same about A’s
normative assumptions. We are hence interested in describing under which epistemic
conditions this conflict could be solved.

On the one hand, it may be the case that through deliberative discussion individuals
start comparing their respective deontological attribution of values to actions. Through
the comparison of values attributed to actions, many possible joint actions are put under
scrutiny as object of possible attribution of normative (deontic) value. It is hence possible
that thanks to deliberative discussion, besides many non compatible values, individuals
become aware of a previously not considered value or that a new normative principle
is identified as relevant on that occasion (legal innovation). In this way, it can be the
case that a value €2 emerges and individuals realize that it is compatible with each of
their respective original values, so that is embraced as “universal”. Hence, there exist
a joint action, compliant to the emergent normative principle, on which individuals can
converge. The success of this deliberative process entails that at time ¢” individuals have
changed their beliefs concerning the decision situation in such a way that now they view
their respective values as compatible and subsumed under a common possible value €.
The value §2 points at a joint action which satisfies both the originally conflicting value
attributions. The process of conflict resolution through the emergence of a common
compatible value is represented in figure 2.2.

On the other hand, it may be the case that through interaction individuals start
investigating the practical options available to them. This process may entail that many
states of the world, as outcomes of individuals’ interactions, are taken in consideration
and evaluated as possible collective normative ends. Through this discursive procedure
it may happen that previously not considered outcomes become salient (states of the
world which previously was out of the set of feasible outcomes for both individuals) or
new combinations of feasible outcomes due to a creative process of knowledge sharing

(technological innovation). Among these outcomes it can be the case that an end w

o6



Figure 2.2: Conflict resolution via emergence of a compatible value

emerges and each individual realizes that it is compatible with their respective original
ends. There exists a state of the world in which both original collective ends can be pur-
sued at the same time. This means that at time ¢” individuals have changed their beliefs
concerning the decision situation, in such a way that now they view their respective ends
as compatible and subsumed under a common possible end w. The end w points at a
state of the world in which both the original conflicting ends are realizable. The process
of conflict resolution through the emergence of a shared compatible end is represented
in figure 2.3.

The two modes of conflict resolution identify necessary epistemic conditions behind
the adherence to a new collective attribution of normative relevance to actions and con-
sequences. They hence illustrate an epistemology capable to account for the formation
of shared interpretation of powers — via shared values — and purposes — via shared ends.
Accordingly, interactive intentionality is viewed as a precondition of collective recogni-
tion and assignment of status function to object, persons and state of affairs in Searle
social ontology. It moreover offers the opportunity to describe the epistemic conditions

behind rule-following decisions as determinant of normative commitment to constitutive
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Figure 2.3: Conflict resolution via emergence of a compatible end

rules. Given the process and interactive nature of interactive intentionality, individu-
als commit themselves to the result of the process exactly because they engaged in it,
putting interactively under discussion their own position. The “universal” nature of the
obtained solution is such that once the individuals get to know it they are convinced by
its rational superiority and committed to implement it.

Figure 2.4 illustrates how, once the shared normative interpretation of relevant ac-
tions and consequence has emerged, it entails a reconfiguration of the whole context
of normative reference. This process can be interpreted as grounding the formation
institutions,through conflict resolution and constitutive rule’s change.

The fact that interactive intentionality entails beliefs’ change about the normative
valid actions and consequences can be referred to bridge the gap between Searlian social
ontology and conceptions of institutions as behavioural equilibria based on the mutual
expectation that others will comply to norms. Interactive intentionality can be inter-
preted as acting over frames, so that the relevance of certain actions and the salience
of certain consequences change, following to the new normative interpretation of the

decision situation. Individual’s expectations concerning both the others’ compliance to
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Figure 2.4: Formation and recognition of new purposes and powers

the constitutive rule and others’ expectations about her own decision to comply to it,
may accordingly be positively affected. It is hence more likely that, once interactive
intentionality comes to an agreement and produces a shared normative interpretation of
the decision situation, individuals stick to this normative interpretation and follow the

rule they gave to themselves.

2.6 Conclusions

The interactive intentionality hypothesis accounts for institutional formation as a conse-
quence of collective, inter-subjective elaboration of shared values and ends attributed to
actions and consequences. The interactive process through which this elaboration takes
place accounts for a change in individual’s beliefs concerning compatibility of actions
attributed with intrinsic value and states of the world envisaged as an end that ought to
be pursued. In this way cognitive criteria which makes status and functions identifiable
— collective purposes and deontological powers, respectively — are formed and constitute
the basis of collective acceptance and recognition.

To the extent that interactive intentionality is implemented as an interactively pro-
cess, it commits individuals to its result. Institutions are (also) formed through deliber-

ative discussions which commit individuals who take part in it, because the normative
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solution they get through interaction can claim to be “universal”. Moreover, we can
consider that, by changing the beliefs concerning relevant actions and salient conse-
quences, interactive intentionality changes the individuals expectations concerning the
others’ compliance to the norm and the others’ expectations concerning the decision-
maker compliance to the norm, so allowing for an account of constitutive rule in terms
of self-enforcement.

By discussing Searle’s foundation of normative commitment into status function’s
collective recognition it has been possible to highlight epistemic interactive processes
acting behind collective intentionality in institutions. I underlined that, as far as nor-
mative commitment is concerned, it must be clarified how specific powers and purposes
are selected among alternatives. Without this clarification we remain within the limits
of deontological ontology, for which it is not possible to account for how institutions
emerges and exists as specific institutions. The specificity of institutions and the fact
that they are intrinsically subject to evolution via conflict resolution and normative
change are ontological traits which remain (legitimately) out of Searlian constitutive
rule approach.

The attempt to overcome the incompleteness of deontology, by looking for epistemic
conditions of constitutive rules’ formation, opens the possibility to think at rule-following
behaviours as grounded in practical reason modes of decision. Interactive practical
reasoning constitutes an alternative to both commitment-based and enforcement-based
conceptions of norms compliance and suggests a way to reconcile the two. Interactive
intentionality, as a processual and inter-subjective performance of practical reason, acts
behind both deontological and instrumental rationality, constituting a cognitive basis for
both commitment and enforcement. It accounts for the formation of shared cognition of
normative values and ends as respectively attributed to actions and states of the world
viewed as their consequences. Interactive intentionality it is not only presupposed by
norm compliant behaviours, but it also provides with shared epistemic references the def-
inition of the “incentives” which constitutes the cognitive references of self-enforcement.

From the discussion of Searle’s conception of normative commitment, it emerges a
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conception of social ontology as intrinsically evolutionary. Status functions are what they
are because they become what they are through rule-following decisions and constitutive
rule’s formation. We recognize and accept institutions also because we can believe that
we can change them, because we believe that it is possible they can be different. This is
part of our commitment, and it makes our rule-following a free act of decision, necessarily

involving alternatives.
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CHAPTER 3

THE EFFECT OF ETHICS MEETINGS ON RISK-TAKING BEHAVIOUR:

AN EXPERIMENT

In collaboration with Fracensco Feri (Royal Holloway University of London) and Caterina

Giannetti (University of Pisa)

3.1 Introduction

In the aftermath of the financial crisis, three objectives emerged for financial market
reforms: 1) enhancing financial stability and managing systemic risk (macro-prudential
regulation); 2) rebuilding financial institutions (micro-prudential regulation); and 3)
making the financial sector work for the benefit of financial users and society as a whole
(Wehinger et al., 2012). While the first two objectives were the focus of regulators, the
third objective has received comparatively little attention.

One reason for this can be identified in the circumstance that the issue exceeds the
boundaries of traditional approaches to efficiency and regulation of the financial sector,
involving social responsibility and businness ethics. However, it is now widely accepted
that financial crisis was not just crash (Zingales, 2015), and failure by banks and bank
agents to meet ethical values played a significant role in it. This acknowledgment has
generated interest in the provision of culture and ethics within the financial sector, as

a measure to contrast widespread tolerance of dishonest behaviours (Morris and Vines,
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2014; Klooster and Meyer, 2016; Cohn et al., 2014, 2015). Despite culture and ethics are
recognized as important determinants of human and organizational behaviour (Guiso
et al., 2015), their fostering through policy is often viewed somewhat impractical (We-
hinger et al., 2012). With this paper we contribute to this issue, by studying in the
laboratory the conditions and the practices which favour the emergence of pro-social
norms and behaviours in bank activities. In particular, by focusing on risk-taking de-
cisions, we investigate whether individual moral deliberation — which we deal with in
terms of reflection — and ethic discussion among peers — which we conceptualize as ethic
meetings — are effective in reducing social costs of excessive risk taking by financial
agents.

To this purpose, we propose a novel experimental setting which let us structure a
decision-making situation in which there is monetary conflict of interest between the
decision-maker and the passive receiver of the consequences of the decision. Our aim
is to simulate risk-taking for others as representative of risk-taking decision in bank
contexts. Through manipulation of decision times and discussion among peers, we assess
the effect of deliberation and ethics meetings on individual risk-taking when the decision-
maker has to choose between two risky gambles, one of which always implies a better
outcome for the investor, but also exposes the client to higher risk. More precisely
three treatments are applied: a “Baseline” treatment, in which subjects are asked to
choose within a relatively short time; a “Reflection” treatment, aimed at assessing the
effect of deliberation over the risk-taking decision at stake; a series of “Ethics-meeting”
treatments (differing with respect to communication setting) aimed at assessing the effect
of peer discussion concerning choice’s intentions and consequences. The hypothesis we
test is whether, in the context of risk-taking for others, reflection and ethics meetings
make responsible choices more likely, minimizing risks for clients and for the society as
a whole.

The motivation behind the research stems from the consideration of significant short-
comings of both incentives-based and rules-based attempts to promote ethical controls

over bank activities. On the one hand, the permanence of a “risk culture” in banking

63



is actually reflected and reinforced by prevailing compensation practices, which tend
to over-emphasize (short-term) revenue generation relative to downside risk. In this
respect, standard incentive schemes in the financial sector appear ill-suited to resolve
agency problems, and often encourage people to undertake investment strategies which
reward opportunistic behaviours and create socially excessive risk-taking (Young et al.,
2012; Awrey et al., 2013)'. Moreover, it has been shown that, when prevailing business
norms and personal ethical commitments are not aligned, and advisors are incentivized
to give bad advice, honest recommendations decrease (Gneezy, 2005; Burks and Krupka,
2012).

On the other hand, conventional normative approaches to financial law and regu-
lation (e.g. bank capital ratios) appear to have limited impact as a means to directly
address market failures (Awrey et al., 2013). In the last years, the financial services
industry has produced several “code of conduct”, “code of ethics” and “principle of best
practices”, but with few concrete results. A prominent example is the “Code of Ethics
and Standards of Professional Conduct” of the Chartered Financial Analyst Institute.
The main problem is that the business culture that these normative codes aim to pro-
mote is contrasted and overcome by other countervailing behavioural norms within the
bank. For example, the “norm of self-interest” generates pressure to exploit counterparts
interests, and is often confirmed by existing incentives schemes (Young et al., 2012). In
addition, other tacit norms may lead to neglect the social impact of individual risk-taking
behaviour and encourage managers to increase the volatility and, therefore, riskiness of
the institution’s asset profile (e.g. “too big to fail”, see Awrey et al., 2013). In general,
it has been emphasized how the subsistence of a risk-culture in the banking industry
may depend on the transmission of negative values and norms among the members of
the bank community, such that the diffusion of irresponsible behaviours is favoured (Lo,

2015).

"When incentives are devised as performance compensations, lending volume rewards lead to high
underestimation of risks, high acceptance rates, and high default. By contrast, high powered incentives
are more effective at generating the correct assessment of loans (Cole et al., 2015) but they lead the
decision-maker to neglect the consequences on others if there are monetary conflicts of interest with the
clients (Andersson et al., 2013).
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The need for new control instruments, besides incentives and rules, justifies our
attempt to investigate the effects of ethics meetings as an internal and self-sustaining
way to enhance bank social responsibility. Our aim is to verify whether the promotion
of ethic awareness can foster ethical decisions in risk-taking for others. One relevant
feature of our decision context, which resembles many financial decisions, is that there is
not strategic interaction (at least at the moment of the decision) between the decision-
maker and the individual who is affected by the decision. Indeed, our decision-maker
is free to choose, without any further constraint, among two alternative risk options.
One is potentially more lucrative for himself as the investor, but also likely cause loss of
earnings for the client. The other is safer for the client and potentially less lucrative for
him. This feature makes risk taking for other essentially an ethical decision, for at least
two basic reasons: 1) the bad consequences of risky decisions are entirely charged on
other subjects, who are not involved in the decision itself (and who do not benefit from
potential extra-gains); 2) there is an asymmetry between who takes the decision and
who is affected by it, such that the passive receiver of the consequences of the decision
is unable to influence it.

We develop our hypothesis on the ground of Dual Process Theory of moral judgment
(Greene, 2014), according to which some moral judgments are driven by automatic
responses, while others require an effortful processing involving the conscious evalutation
of opportunities. By distinguishing the influence of the reflective decision process (i.e.
longer-deliberation times and peer-discussion) from that of faster modes of decisions,
we identify the effect that the promotion of moral reflection and ethics meetings has on
the emergence of other-regarding norms. In particular, we expect that by (auto)framing
deliberation and peers-discussion individuals will recognize the normative dimension of
their decision, thereby correctly assessing its relevant consequences. The main idea is
that, after decision makers get, via deliberation and discussion, the relevant knowledge
concerning the decision problem and their position with respect to it, others payoffs
become salient. Thus, decision-makers may realize their other-regarding dispositions

and possibly experience guilt aversion.
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The paper is organized as follows: section 2 positions our contribution in the context
of experimental studies on the role of moral norms and values in the emergence of pro-
social behaviours and social norms; in section 3 we present the experiment design; section

4 illustrates and discusses main results; section 5 concludes.

3.2 Literature review

In order to frame the issue of risk-taking behaviours in banking, we focus on decisions
under risk made by a decision-maker who chooses for another individual, i.e. risking
(also) other individual monetary payoff. In order to do this, we set up a new experiment
which confront our subjects with a sort of risky dictator game (Bohnet et al., 2008).
In particular, in our experiment the decision-maker has to decide between two risky
gambles: a “safer” investment, which always produces a certain amount of money for
the decision-maker, and a “riskier” investment, which potentially allows him to gain
more money but also exposes another individual to the risk of getting a lower payoff. In
other words, irrespective of the level of individual risk aversion, the decision-maker has
an interest in making the riskier investment, while his partner has a preference for the
safer investment. Moreover, from the point of view of the society as a whole, the safer
investment would be preferable.

In this kind of situation, fairness theories (Fehr and Schmidt, 1999; Bolton and Ock-
enfels, 2000) would predict a greater attraction of the safer option, when the riskier
option implies unequal payoffs. Bolton et al. (2008) indeed show that individuals tend
to be more resistant to imposing risks on others than on themselves. However, they
also show that individuals tend to choose more frequently the riskier option when the
safer option implies unfavorable inequality, suggesting that social comparisons can sig-
nificantly affect risk taking.

The literature also singles out that when individuals are not accountable for their
choices, they tend to be less risk averse when investing other’s people money (Pollmann

et al., 2014). Moreover, Andersson et al. (2014) show that individuals are less loss averse

66



when managing risks for other people. They explain this circumstance by referring to
a more “rational” elaboration of the decision made on behalf of others, which reduces
the affective bias associated to loss aversion. In general, economic rationality should
lead the decision-maker to selfishly exploit this type of decision situation, against more
responsible and other-regarding decisions.

However, the experimental literature studying the effects of social and moral norms
on dictator-games suggests that norm-compliance explains a considerable amount of
variation in other-regarding behaviour. For example, Krupka and Weber (2013) show
that an indicator of social norms they derived from a game-based elicitation method
accurately predicts behavioural change across variants of the dictator game (e.g. the
“bully version” of the dictator game). In the same vein, Schram and Charness (2015)
examine the effects of social norms on dictator choices by letting peers, who do not have
any financial payoff at stake, provide normative advice to players. They find that when
one’s decision is public, there is a tendency to choose more in line with the received
advice. The compliance to a moral norm is thus induced through the advice given to
the dictator. In line with these studies, we make the hypothesis that social norms may
help to explain other-regarding and pro-social behaviours. However, differently from
them, we allow the relevant social norm to become salient through decision-makers’
discussions, which should promote the comprehension of the risky feature of the decision
at stake and its normative implications. We hypothesize that discussions may foster
norm-compliance acting on two types of expectations, respectively defined by Bicchieri
(2005) as empirical and normative. Empirical expectations concern how many people
will adopt a determined behavior. Normative expectations concern what others think it
is ought to do in the decision situation (see Bicchieri and Xiao, 2009).

More precisely, we contribute to this literature by showing that communication,
which only intervenes among decision-makers, increases the comprehension of the risky
feature of the decision at stake, so that they become aware of a social norm opposing
risking on others. Accordingly, we make the hypothesis that ethic meetings, in the form

of peer discussions, may reframe subjective beliefs concerning relevance boundaries, so
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that the decision-maker may better evaluate his role in the decision situation and consider
himself subject to a wider social norm including the point of view of subjects external to
the peer groups. Thus, the decision-maker may start feeling responsible for consequences
of his decisions previously overlooked or under-evaluated, because “external” to the
cognitive frame which identifies relevant consequences in the initial decision context.
As highlighted in the introduction, this hypothesis is grounded on the Dual Pro-
cess Theory of moral judgment (Greene, 2014). In particular, our experimental setting
is analogous to the right-wrong decision-context analysed by Gunia et al. (2012), who
account for the connection between ethical choices, on the one hand, and deliberation
and discussion, on the other. Right-wrong decision is a specific type of moral decision
between an intrinsically ethical course of action, i.e. an action which reflects a moral
value (e.g honesty), and an unethical behaviour, which reflects the possibility to deviate
from the normative moral value for the sake of self-interested gain (e.g. self-interested
lying). In Gunia et al. (2012) contemplation — defined as “individually conducted moral
reasoning” — and conversation — defined as “social contemplation” — produce a positive
influence on ethical decisions in an honesty vs lying game. This evidence is confirmed
by other experiments on honesty, in which the decision to tell the truth appears to be
favoured by longer deliberation times. This has been interpreted considering that honest
behaviours presuppose self-control and hence the capacity to overcome the automatic
self-serving response to situations in which cheating represents an advantageous oppor-
tunity to decision-maker. In this sense, “honesty requires time”: subjects pushed to a
quick answer tend to cheat more with respect to subjects who make decisions without

time limits (Shalvi et al., 2012)?

2These findings may appear in conflict with the so-called Social Heuristics Hypothesis (Rand et al.,
2012, 2014; Rand, 2016)), which on the ground of Dual Process Theory demonstrates that - in the context
of social dilemma decisions (one-shot, anonymous cooperation games) - fast intuition is relatively more
cooperative than deliberative responses (Evans and Stanovich, 2013; Alos-Ferrer and Strack, 2014).
However, the types of decisions involved here are substantially different, and does not imply strong
negative emotion (see Gunia et al., 2012 and Greene, 2014)..

For criticisms of findings and methodology of SHH see Tinghog et al. (2013), Tinghog et al. (2016).
Dual Process Theory has been applied to risk-taking decisions, showing that the refiection effect of
Prospect Theory is associated to automatic reactions, with “time pressure” increasing risk aversion in
the case of gains and a reducing loss aversion (Kirchler et al., 2016).
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Our hypothesis is that risk-taking for others can be assimilated to right-wrong deci-
sions, with the moral right option made opaque by the frame of risk-decision-for-other
in the initial situation. We hence expect that longer deliberation time and peers’ discus-
sion (representing ethic meetings in our case) favour a significant decrease in risk-taking
over others. Our hypothesis rests on the consideration that, in risk-taking for others,
reflection and peer-discussion enhance the “cognitive awareness of relevant moral val-
ues” (Gunia et al., 2012), so that the relevant moral norm (“do not risk over others”)
becomes salient to decision makers, compensating for the consolidated selfish attitude,
which, as mentioned above, represents a rational criteria of decision in risk-taking on
behalf of others. In this way we also contribute to the debate around the Social Heuris-
tics Hypothesis (Rand et al., 2012, 2014; Rand, 2016), not with the purpose of rejecting
it, but to re-integrate it within a wider conception of pro-sociality, in which deliberation
and discussion play an active role in re-framing the decision situation, through a change
in individual beliefs, so that the decision-maker, at the end of the process, acquire a
more complete awareness of the consequences of the decision and of the value of the

decision itself, and can adhere to previously unacknowledged moral norms.

3.3 Experimental design

The design of our experiment involves three phases: 1) the “social preference phase”,
in which we control for the preexistence of social preference; 2) the “decision phase”, in
which the risk-taking decision is made; 3) the “belief phase”, in which we elicit beliefs
(Charness and Dufwenberg, 2006) and collect responses to the short version of the big-
five questionnaire (John et al., 1991, 2008). Phases 1 and 3 are common to all the
treatments. Treatments’ variations are hence applied only to phase 2 with the purpose
ti identify the effect of ethics-meetings.

At their arrival, participants were randomly assigned to one of the two rooms set up
for the experiment, with 14 computer-stations suited to guaranty anonymity. The first

phase is a lottery which, following (Bartling et al., 2009), we run in order to control for
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Table 3.1: SOCIAL PREFERENCE CHOICE

[ X]Y]
Line 1 You 2| 2
Your partner | 2 | 1
Line 2 You 213
Your partner | 2 | 1
Line 3 You 2| 2
Your partner | 2 | 4
Line 4 You 213
Your partner | 2 | 5

several types of social preferences. Each subject was exposed to 4 decisions in which she
had to choose how to allocate payoffs between herself and another subject, randomly and
anonymously paired to her in the same room. Everyone had to choose among allocation
X and Y (see Table 3.1). At the end of the second phase, only one couple in the room
(i.e. the winner and his partner) and one decision line was selected for payment.

The second phase consisted in a simple two-option choice, “Left” and “Right”, which
implied the roll of a six-faces dice. The result of this dice roll implied different payments
for both the decision-maker (type B participant) and the passive receiver (type A partic-
ipant). Payoffs are summarized in the Table 3.2. Each participant in each room knew to
be randomly and anonymously paired to another subject in the other room. Participants
also knew that participants in the other room were performing the same decision under
the same conditions. Therefore, each participant in each room had to decide between
“Left” and “Right” without knowing their role. Only at the very end of the experiment,
all the participants in one room were assigned the role of B and, respectively, all the
participants in the other room were assigned the role of A, according to the drawing of
a card from a card deck (the first room picking a red card was assigning the B status).
See the English translation of the instructions in the Appendix.

Participants in every treatments had to make the same choice implying the same
payoffs table. To identify the effects of deliberation and ethics discussions we vary across

treatment the time and the conditions of decision-making. In each session, the same
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Table 3.2: ROLLING THE DIE: LEFT OR RIGHT CHOICE
LEFT || RIGHT

Diceresult | A | B || A| B
=1 6 |16 1| O 6
#1 0| 6 6 6

If the decision maker chooses “Right” and 1 comes out, she gets 6 Euro and the recipient 0 Euro. If the
decision maker chooses “Right”, and a number different from one comes out, she gets 6 Euro and the
recipient 6 Euro.

On the other hand, if she chooses “Left” and 1 comes out, she gets 16 Euro and the recipient 6 Euro. If
she chooses “Left” and a number different from one comes out she gets 6 Euro and the recipient 0 Euro.

treatment was simultaneously performed in the two rooms. In BT, after the experimenter
had firstly read the instrunctions aloud, participants were given only four minutes in
order to let them fully understand the instruction and ask clarification questions to the
experimenter. In the RT, after the first 4 minutes for understanding the instruction,
participants were given 4 additional minutes to think alone and in complete silence.

In the EMT, participants were asked to discuss in groups, for 4 minutes (after the first
4 minutes for understanding the instruction) about the consequences of their decisions
both for As and Bs and about their personal intentions concerning the decision at stake.
In particular, in Fthics 2 treatment participants were matched in pairs for a face-to-face
interaction. In the Fthics Chat treatment, participants were matched in pairs but had
to discuss through a chat, allowing us to track the content of conversations and to check
whether there are differences in decisions due to communication mode. In the FEthics
8 treatment, participants were instead matched in a triad for a face-to-face interaction
in order to check for differences due to group size. In all EMT treatments, after the
4 minutes of discussion, participants were asked to turn back to their screen and make
their choice individually. See Table 3.3 for an overview of treatments.

It is important to notice that ethics meetings could be considered linked to a risk
of experimenter’s demand effect, which is common to experimental studies aimed at
investigating the effect of normativity and moral framing on decision making. In this
regard, it must be considered that as far as a norm is explicitly concerned it is exactly
the “demand effect” of that norm which is at stake. In our experiment, by organizing

“ethic meetings” among decision-makers, we make the group of discussion internal to the
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Table 3.3: SECOND PHASE: TREATMENT OVERVIEW

TREATMENT \ TIME | DECISION
Baseline (BT) 4 minutes* Left or Right choice
Reflection (RT) 4 minutes* 4 minutes Left or Right choice

alone

Ethics- Meetings (EMT)
FEthics 2 4 minutes™ 4 minutes Left or Right choice
discussion in

couple
FEthics 3 4 minutes™ 4 minutes Left or Right choice
discussion in

a group of
three
Ethics Chat 4 minutes™ 4 minutes Left or Right choice
discussione

in couple
through a
chat

*Clarifications questions to the experimenter are allowed

game. Consequently, the normative definition of what is appropriate to do emerges from
interaction among subjects, who, at the same time, have an individual (selfish) interest
in deviating from the norm itself. In this way, not only we can avoid the problem of a
normative (demand) effect as produced from outside the decision-situation, but also we
can analyse factors which determine (from within) the formation of the norm through
belief change.

In the third phase, to assess whether the effect of ethic meetings over risk-taking
decisions was mediated by expectations about others’ decisions (Bicchieri, 2005) or by
guilt aversion (Charness and Dufwenberg, 2006), we asked participants to specify their
beliefs concerning: 1) the percentage of subjects choosing left in their same room (“peers
belief”); 2) the percentage of subjects choosing left in the other room (“first order be-
lief”); 3) the average response to question 2 in the other room (“second order belief”).
Payments to this phase were determined by a lottery selecting only one of the three ques-
tions and by rewarding who had answered correctly to the selected question, with a 10%

of tolerance. A questionnaire with big-five questions, and relevant personal information
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(sex, age, years attending university) concluded the experiment?.

The experiment took place at the “Laboratorio di Economia Sperimentale” of Uni-
versity of Pisa on January and May 2017. We conducted 16 sessions, each involving
either 28, 24 or 20 participants, for a total of 412 participants invited from a pool of
more than 1500 registered students from every departments of Pisa University. No one
could take part to more than one session. Including the show-up fee of 5 €, the av-
erage pay was 10,90 €. In total, we run 2 sessions performing the Baseline treatment
(BT), 2 sessions performing the Reflection treatment (RT), and 12 performing different
types of the Ethics-Meetings treatments (EMT). In particular, we conduct 3 sessions
with ethics-meetings composed of two persons (FEthics Group 2), 4 sessions with ethics-
meetings composed of two persons communicating through a chat (Ethics Chat), and 5

sessions with ethics-meetings composed of three persons (Ethics Group 3).

3.3.1 Hypotheses

The main hypotesis we tested was that participants in the EMT would have chosen “Left”
less often than participants in the treatments without ethics discussion. Moreover, we
made the hypothsis that also RT would have reduced the percentage of participants

playng “Left”, with respect to the BT. Therefore we expected that:
%Left Choicepr > %Left Choicerr > %Left Choicegnr

We also suppose that ethics meetings have an effect on risk-taking decisions for others
by changing the beliefs concerning a) what other peers (in the same room) will choose
in the decision-making situation; b) what others, outside the room of peers (namely,

participants in the other room) would choose if asked to play as the decision makers; c)

3More precisely we asked the following questions:
1. Out of 10 participants, how many participants do you believe have played left in this room?
2. Out of 10 participants, how many participants do you believe have played left in the other room?

3. The same questions 2 has been asked to the participants in the other room. What do you think
is the average answer to that question?
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what the passive receivers of the consequences of the decision expect from the decision-

maker.

3.4 Results

3.4.1 Univariate

In line with our hypothesis that ethics meetings favour more ethical (pro-socially respon-
sible) choices, we observe that participants in the EMT showed the lowest percentage
of “left” decisions (26%). Moreover, subjects allowed to reflect by themselves in the RT
opted for left decisions less often (35%) than subjects in the BT (50%) (see Table 3.4), so
confirming also the expectation that deliberation have a positive effect on ethical choices.
These effects (which account for correlation at group level) are marginally significant
when considering the difference between BT and RT ( i.e. -0.14 with a p-value=0.063),
while is significant when considering the difference between RT and EMT (i.e. -0.089
with p-value=0.051). In particular, within the EMT treatments, the largest effect is
observed when participants discussed through a chat (i.e. -0.149 with p-value=0.032).

Interesting to note, in line with Schram and Charness (2015), who find that females
are more likely to follow advices, we do find a stronger effect of ethics meetings when
the group only comprises females. More precisely, when the group comprises females
only, the average effect is significantly higher (i.e. -0.21 with a p-value=0.031). This
effect is particularly large when the discussion occurs through a chat (i.e. -0.28 0.027).
Instead, we do find a large effect of reflection in groups made of all males (i.e. -0.24 with
a p-value=0.042). For mixed groups, the average effects is something in between these
effects for females and males group (results are not reported).

But what are the drivers of these differences in choices across treatments? In which
way ethics-meetings mold the way in which people think about their decision? As
anticipated, in order to test these effects, we elicited beliefs of our participants. Indeed,
if we compare the data concerning beliefs in each treatment, we can see that there are

striking differences across treatments (Table 3.5). In particular, we can notice that in
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EMT treatments individuals always expect that participants - both in the same and
in the other room - will choose “left” less frequently. For example, we observe a clear
reduction in the share of people believed to play left in the same room (“Share Same
Room”), falling from 59,46% of the BT, to 52,68% of the RT, to 41% of the EMT
treatments. These differences are always economically and statistically significant. For
example the difference in “Share Same Room” is about 12% lower in EMT than in RT
with a p-value=0.000. This result hold for all types of EMT treatments, which have
an analogous effect on all types of beliefs. For example, if we look at the first order
beliefs (“Share other room”), we observe that EMT is about 12% lower than RT with a
p-value=0.000, while if we look at expectations about others expectations (“Other Room
Beliefs”) EMT is 13% lower than RT with a p-value=0.000. It must be underlined that
the larger shift in beliefs happens in the passage from RT to EMT, suggesting that only
EMT is effective in changing decision making attitude towards the choice at stake.
These results suggests that ethics meetings have a strong effect in shifting partic-
ipants expectation concerning the behaviour of their own peer group, from one more
self-interested (or group-interested) vision to one more pro-social and ethical. It seems
that, under the light of ethic meetings, subjects have more positive expectation con-
cerning the behaviours that others — and in particular the receiver of the consequences
of the decisions — would have adopted in the same decision situation. More precisely,
participants in the EMT evaluates others opinion as less negative than how they perceive
it in the BT and in the RT, and this is compatible with the hypothesis that the effect
of ethic meetings over risk-taking for others — and in particular the observed reduction
in the “Left” choices in EMT — depends on the circumstance that the decision-makers

try to correspond to what they believe the others expect from them.

3.4.2 Multivariate

In order to investigate the possible determinants of the left choices and to size the effect
of belief change on risk-taking for other across treatments we run a logit regression. The

dependent variable is the individual choice (i.e. a dummy variable equal to 1 if individual
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played left) while the independent variables are individuals’ big five characterizations,
their social preferences, as well as their belief concerning the percentage of participants
choosing left. In particular, to avoid multicollinearity problems among first order and
second order belief variables, we create a new variable “Beliefs Difference” which mea-
sures the difference between the “Share Other Room” and “Other Room Belief” variables
(see Table3.6).

However, as the traditional tests of the equality of coefficients across groups in non-
linear regressions are complicated by identification problems (i.e. the residual variation
confound the magnitude of the effects, see Long, 2009), we report standardized coeffi-
cients. In particular, we notice that the main drivers across treatments of left choices
are the beliefs variables. In particular, the effect of expectations about choices of peo-
ple in the same room is always positive and statistically significant. For example, one
standard deviation increase in the “Share same room” will increase the probability of
choosing left by 1.198 in the BT. In the ethics treatments this effect although smaller is
still at play. This suggests that a sort of peer-effect is generally at stake. Therefore, if
the decision-maker believes that more peers are going to opt for “Left”, it is more likely
that she also conform to the same decision, trying to get as much as possible from the
decision situation. These results are in line with the effects of empirical expectation as
studied in Bicchieri (2005); Bicchieri and Xiao (2009).

On the other hand, the “Beliefs difference” coefficients suggest that a more complex
justification effect involves the relationship between how the decision maker views others
outside the room of peers and what she thinks about how others outside the room of
peers view her and her peers, in relation to the decision situation. This effect is positive
and significant only for the BT and for one treatment among the EMT treatments (i.e.
Ethics 2). Since “Beliefs difference” grows when “Share Other Room” is larger than
“Other Room Belief”, it is relatively more likely that the decision maker chooses left if
she thinks that the expectations of other room participants are lower and/or she believes
that more participants in the other room are going to play left. In general terms, if I

believe that the others will misbehave more than what I believe they expect from me,
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I may feel justified to misbehave. On the contrary, if I believe that the others will
behave more ethically, than what I believe they expect from me, I may be more willing
to opt for the ethical choice. In this sense, we can consider that the above mentioned
justification effect goes together with a sort of guilt aversion in the case of risking for
other. Moreover, if we notice that this effect slightly reduces from BT to EMT, we can
conclude that ethic meeting reduces risking over others also by reducing justification

effect and/or increasing guilt aversion.

3.5 Conclusions

The results confirm the initial hypothesis that decisions concerning risk-taking for oth-
ers can be interpreted as analogous to right-wrong decisions. Deliberation and peers
discussion play a crucial role in this context, making the decision-maker aware of rele-
vant consequences and of moral norms and values, not considered in the initial decision
condition. In this respect, ethic meetings represent a potential effective instrument to
reduce self-justification among financial agents, making the expectations (and benefits)
of others who are mere receivers of the consequences of risk-taking decisions salient to
the decision-maker. The observed reduction in risk-taking over others suggests the op-
portunity to further investigate the role of ethic-meetings in actual decision contexts,
as a method to sustain a shift from the prevailing risk-seeking behaviours to a more

responsible bank culture.
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Table 3.6: LOGIT: CHOICE LEFT

Baseline  Reflection Ethics 2 Ethics 8  FEthics Chat
Extraversion 0.3511 0.4661 -0.1308 0.1144 -0.2974
(0.480) (0.594) (0.298) (0.266) (0.326)
Agreeableness -0.6353 -0.4646 -0.4336* -0.1830 0.3338
(0.548) (0.477) (0.263) (0.222) (0.454)
Conscientiousness 0.2221 -0.2912 -0.6230%* 0.4613 -0.1250
(0.524) (0.471) (0.341) (0.327) (0.346)
Neuroticism 0.2682 -0.1817 -0.0409 0.1675 0.1685
(0.450) (0.453) (0.459) (0.292) (0.342)
Openness 0.2177 0.0016 0.0893 0.1637 0.1789
(0.522) (0.513) (0.280) (0.202) (0.299)
Share same room 1.1982**  1.4515%**  0.9744***  0.7079*** 0.8013***
(0.501) (0.459) (0.293) (0.238) (0.302)
Beliefs Difference 0.8145* 0.2388 0.7183*** 0.2126 0.2573
(0.436) (0.421) (0.257) (0.507) (0.325)
Prosocial -0.6789* -0.1224 -0.5494 -0.1743 -0.1934
(0.394) (0.321) (0.361) (0.258) (0.371)
Costly prosocial -0.0408 0.1878 -0.4818* -0.6492** -0.2392
(0.406) (0.428) (0.266) (0.288) (0.313)
Envy -0.6424* 0.0404 -0.1581 -0.1526 -0.6967**
(0.384) (0.444) (0.325) (0.264) (0.296)
Costly Envy -0.1975 0.3155 -0.5777 -0.1212 0.0422
(0.377) (0.366) (0.359) (0.310) (0.305)
Female -0.5156 0.5584 -0.0812 -0.0268 -0.0910
(0.559) (0.405) (0.326) (0.280) (0.348)
Constant -0.0632  -1.0095***  -1.3692*** -1.0197***  -1.7012%**
(0.358) (0.382) (0.367) (0.215) (0.360)
11 -25 -27 -36 -59 -41
N 56 56 84 120 96

*pi0.10,** pi0.05, ***p;0.01
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Appendix: Second phase instructions

In this game you have to choose between two options: right or left. Both these options
will imply the rolling of a six-faces dice. The dice result will have consequences on the
money that will be paid to you and to another participant in the other room, at the end
of the experiment.

An ID number will be randomly assigned to each participant. According to this
number each participant in one room will be automatically matched to another partici-
pant in the other room. The number guarantees anonymity during the experiment and
afterwards. Participants in one room will be assigned the role of type A player; while
participants in the other room will be assigned the role of type B player.

At the end of the experiment, in each room, we will pick a card from a card deck.
Participants in the room in which a red card will be picked (if two red cards are picked
we go on with another draw) will be assigned the role of B player; the role of A player
will be assigned to all participants in the other room. Payments will be determined in
both rooms according to B choices, in the selected room.

Each participant in this room have to decide, only once, whether to play the right
option or the left option. Participants in the other room will do the same.

In case you choose right and you are assigned the B role:

e If the dice result is 1: you will get 6 and the A player will get 0;

e If the dice result is different from 1: you will get 6 and the A player will get 6.
In case you choose left and you are assigned the B role:

e If the dice result is 1: you will get 16 and the A player will get 6;

e If the dice result is different from 1: you will get 6 and the A player will get 0.

In case you are assigned the A role the payment you will get will depend on the

choice made by the player in the other room.

The payoffs are summarized in the following table:
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LEFT RIGHT
Dice result PAYOFF FOR | PAYOFF FOR | PAYOFF FOR | PAYOFF FOR
A B A B
NUMBER 1 6 16 0 6
NUMBER DIFFERENT 0 6 6 6
FROM 1

Before choosing, we invite you to discuss for 4 minutes with the participant seated
next to you “the consequences that your decision will have on the A player and on the
B player” (but only with him/her). You can also discuss with him/her your intentions
regarding the decision whether to play right or left. At the end of the discussion you
will have to make your choice, right or left. Notice that this final choice will be private
and anyone, including your discussion mate, can see it.

At the end of the experiment, the dice result and the result of the first phase of
the experiment will be displayed on your screen. You will eventually be asked to fill a
questionnaire.

We remind you that your participation will remain anonymous to other participants
and to the experimenter. Your payment will be implemented by referring to the randomly
assigned ID number which will appear on your screen.

You have now 4 minutes to read again carefully these instructions. During this time,
if you have questions please rise your hand and we will personally answer you. After
these 4 minutes, you can discuss with the participant seated next to you for other 4
minutes.

Thanks for your participation.
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