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CHAPTER 4

Examining how to enhance collective action

Examining how to enhance collective action to manage
interdependence can be explored through different
assumptions about human behaviour’s interactions with
institutions. Different explanations for behaviour can
inform ways of advancing collective action to provide
global public goods.

Insights from recognizing how behaviour and
institutions are contingent on the changing social
context over time can help address shared challenges.
A broader perspective on choice informed by these
insights also shows how risks associated with domestic
patterns of political polarization may harm collective
action across countries.
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¢¢..the making of a treaty is the treaty.

It doesn’t matter what the terms are, just
that there are terms. It’s the goodwill that
matters. When that runs out, the treaty

is broken, whatever the terms say.”

changing social norms can enhance collective
action by activating a social tipping point, as when
reaching a threshold of enough solar panels flips
the community norm to making solar panels the
social standard.

—Hilary Mantel'

Examining how to enhance collective action to man-
age interdependence can be explored through dif-
ferent assumptions about human behaviour and its
interactions with institutions.? This chapter consid-
ers how different explanations for behaviour can
inform ways of advancing collective action? for the
provision of global public goods.* It explores three
perspectives on behaviour and the interventions to
enhance collective action that emanate from these
perspectives.®
« Selfish choice. Under a standard selfish choice model
of behaviour, enhancing collective action depends
on interventions that reshape incentives by pro-
viding information or resources to align narrow
self-interest with improved collective outcomes.
International treaties mobilize interventions that
reshape incentives. For climate change, incentives
can be altered by pricing carbon; applying informa-
tion from scientific syntheses, such as those pro-
duced by the Intergovernmental Panel on Climate
Change; and using resources from funds that sup-
port countries in mitigating climate change, such as

« Encultured choice. Explicitly bringing in culture
can explain how people’s beliefs result from expe-
rience and exposure to different social contexts,
shaping their perceptions, self-image, aspirations
and meanings.!° This perspective accounts for why
some behavioural biases, thought to be universal
and hard wired under the behavioural choice
perspective, are culturally contingent." It also
explains how behaviour is sometimes constrained
by people’s inability to imagine more prosperous
and fulfilling lives, curtailing their aspirations and
their agency.”? This perspective has implications for
cooperation, too, as when people’s affiliation with
a group is tied to a salient aspect of their identity—
such as opposing vaccination as a marker of be-
longing to a group that is sceptical of government
intervention, resulting in the less cooperative be-
haviour of not being vaccinated.” Understanding
how these dynamics take hold and change points to
recognizing the social context, including patterns
of political polarization and mistrust within coun-
tries that may stand in the way of enabling collec-
tive action at higher scales.

¢¢ Changes in behaviour and in institutions
can foster collective action that enhances
the provision of global public goods

the Green Climate Fund.
« Behavioural choice. Human behaviour often devi-
ates from the assumptions of the standard selfish

choice model, deviations that are sometimes
described as behavioural biases. For instance,
providing new information alone does not always
lead people to update their beliefs.® And providing
financial rewards to change incentives can un-
dermine cooperation that is motivated by a social
norm.” Even though large swathes of debate in
the social sciences and humanities take issue with
the emphasis of behavioural science, providing
explanations for behaviour and institutions that
explore culture, context and power,? insights from
behavioural science yield a richer description of
behaviour than the selfish choice model and thus
suggest other ways of intervening that supplement
incentives by also changing what people focus
on and how they feel and think.” For example,

Fostering collective action for the provision of na-
tional public goods is one of the primary roles of gov-
ernments, in part through centralized enforcement.*
But since countries are sovereign, they have to vol-
untarily agree to collective action without central-
ized enforcement.! So, the lens has to move towards
an exploration of the processes of social choice that
can enhance the provision of global public goods.”
That implies changes in behaviour (countries shift-
ing from not contributing to contributing to a global
public good) and in institutions (establishing a treaty
or a creating a multilateral organization that enhanc-
es the provision of a global public good), along with
the interaction between the two (figure 4.1).'® Behav-
iour and institutions are interdependent, as argued
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Figure 4.1 Behavioural change and institutional reform influence each other—jointly shaping and being shaped

by social choice procedures

Behavioural
change

Source: UNDP 2022a.

conceptually® (and demonstrated through models??)
and experimentally.!

Where to start? The three sets of assumptions about
behaviour discussed in this chapter point to three dif-
ferent answers.?? The simplified set of assumptions of
the standard selfish choice model begins by thinking
about the design of institutions to enhance collective
action. By contrast, a behavioural model of choice
opens the possibility of directly changing behaviour
to enhance individual and collective outcomes. While
insights from both perspectives are useful, the recog-
nition of how behaviour and institutions interact in
different social and cultural settings supplements the
first two sets of assumptions by emphasizing the con-
tingent nature of both behaviour and institutions.

Start with a standard selfish
choice model of behaviour

In a standard selfish choice model of behaviour, a
decisionmaker seeks to do as well as possible to ful-
fil a fixed and stable set of preferences and assumes
that everyone behaves the same way (box 4.1).2 This
behavioural model is the foundation for much eco-
nomic and political science analysis associated with
collective action. And it is implicit in the discussion in
chapter 3 of the prospects for providing global public
goods under different aggregations.?* So, when can

Comoooocooooooan

Interactions are mutually
dependent and based
on public reasoning
and procedures of
social choice

Moocoocooooooooo

Institutional
and policy
change

collective action without enforcement from above
happen under these assumptions?

It is crucial to distinguish two different situations.
One in which everyone desires the same thing, but
some common standard needs to be set (such as de-
ciding which side of the road to drive on or which lan-
guage to communicate in).?® The other in which there
are different interests on what is desired and where
the pursuit of those individual interests does not
yield what is most desirable collectively, posing social
dilemmas.

What matters in the first situation is that everyone
adopts the same standard. While multiple standards
may exist (driving on the left or on the right), all that
matters is that everyone chooses the same side of the
road.? Once a standard emerges, there is a strong
incentive to comply with it—for instance, to comply
with the standard of driving on the right rather than
defecting and driving on the left. The difficult bit is
setting the standard to begin with, a challenge of get-
ting everyone in sync. Collective action in this situa-
tion needs to overcome a coordination problem.

The key obstacle to overcoming the coordina-
tion problem is not diverging interests—interests are
aligned. Even though everyone wants the same thing,
uncertainty about how others will act can lead to co-
ordination failures that impede collective action.?”
Measures to enhance collective action associated
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Box 4.1 A standard selfish choice model of behaviour

Preferences are exogenous and drive each decisionmaker (or agent) to pursue individual self-interest (box figure 1).
The agent’s beliefs, separate and independent from preferences, are based on information collected to help the
agent make a specific decision. For instance, given a preference not to get drenched, an agent needs to form a belief
about whether it is going to rain before choosing whether to take an umbrella when going out. The belief is based
on the collection of information, such as by consulting a weather forecast in the evening. And the preference to not
get drenched has no bearing on how the belief is formed (so things such as wishful thinking, where the preference
not to get drenched shapes the belief that it is not going to rain, are not allowed in this model of behaviour). Beliefs
are updated if the information changes—if the weather forecast consulted in the morning is different from the one
consulted the previous evening. Rational cognition is defined by a set of axioms implying, among other things, that
preferences can always be ordered in a consistent way.

Box figure 1 In a standard selfish choice model, behaviour is determined by the exclusive pursuit of self-interest

Individual
determinants

« Preferences
- Beliefs
Rational cognition

Emerge from
economic/political

. equilibria
Social
determinants Choice sets (prices,
“rules of the game”)
Scope of interventions -  Correct “market faliures” (externalities, information asymmetries and the like)
to change choices through regulation/decentralized approaches

- Governance

- Preferences are stable

- Beliefs are informed by optimal (not too little, not too much) collection and processing of
information, for any given preferences

- Rational cognition: doing as well as (she rationally believes) she can, assuming that everyone
else is doing to the same

Source: Human Development Report Office elaboration based on Elster (2015a, 2020) and Hoff and Stiglitz (2016).

with coordination challenges include those directed
towards ameliorating this uncertainty, through inter-
ventions that seek to get everyone on the same page
(or side of the road).?

Transforming cooperation challenges into coordination
problems can enhance global collective action

Coordination challenges related to transportation
and communication have been successfully over-
come at the global level, resulting in collective action
for the adoption of regulatory practices and regimes

that enable air travel, maritime shipping and digi-
tal communication.? The resulting standards yield
very high benefits and very few constraints (a coun-
try is constrained in not opting out of the standard but
would derive no benefits from doing so). And though
these standards are sometimes derided as instances
of shallow international cooperation,® their exist-
ence may suggest that global collective action that
results from addressing coordination problems is
something that sovereign countries can readily do.*
But a very different scenario emerges in the sec-
ond situation, when the pursuit of varied selfish
interests is not aligned with what would be more
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desirable collectively. When what most advanc-
es each decisionmaker’s self-interest is not the best
possible collective outcome, this situation creates a
social dilemma between self-interest and collective
action. Chapter 3 showed that this situation plagues
many global public goods. Collective action in this
case requires cooperation, so that decisionmakers
choose an action that is suboptimal for their selfish
interests but superior for the collective. Recogniz-
ing that countries find it relatively easy to coordinate
their actions—even while struggling to voluntarily co-
operate and sometimes enforcing agreements to do
so*>—opens the possibility of designing institutions
(such as multilateral organizations or international
treaties) that shape incentives so that a cooperation
challenge becomes a coordination problem.®

¢¢ Summation global public goods typically
require cooperation, but institutions can be
designed in a way that reshapes incentives
to turn a social dilemma into a coordination
problem, as with the Montreal Protocol

How can challenges of international cooperation
be reshaped as problems of international coordina-
tion? It is possible to learn from multiple success-
ful examples of such reshaping (spotlight 4.1). For
weakest-link global public goods, such as eradicat-
ing a global (and eradicable) communicable disease,
we are already close to a coordination problem. This
gives insights into the kind of reshaping that could be
pursued. In disease eradication all countries share
the same objective, this objective can be defined
with certainty and precision and each country has
an incentive to contribute if it can be sure that other
countries will do their part.3* The key challenge is
for countries to coordinate their actions in a way that
sustains incentives to shore up the weakest links until
the disease is eliminated.

Summation global public goods typically require
cooperation, but institutions (for instance, interna-
tional treaties) can be designed in a way that reshapes
incentives to turn a social dilemma into a coordina-
tion problem, as with the Montreal Protocol.* Asking
countries to contribute to the summation global pub-
lic good of avoiding depletion of the ozone layer by
limiting emissions of ozone-thinning chlorofluoro-
carbons (CFCs) is a call for international cooperation.

But the treaty did not simply do that. It also banned
trade in CFCs and products containing CFCs be-
tween countries that were parties to the treaty and
countries that were not, effectively providing incen-
tives for high-income countries to sign the treaty.
This is because trade interactions between countries
are bilateral and reciprocal, with compliance easier to
monitor and enforce (spotlight 4.1).3

Stipulating a minimum number of ratifying coun-
tries for the Montreal Protocol to enter into force
meant that a tipping point was eventually reached,
aligning incentives to make (high-income) nonsig-
natory parties better off by signing the treaty—thus
resolving a coordination problem.* To provide incen-
tives for low- and middle-income countries to sign
the treaty, a later amendment established a finan-
cial mechanism (the Montreal Fund) to compensate
countries for the incremental cost of participation.
These side payments induced virtually universal
participation. Finally, technological alternatives to
CFCs were widely shared and advertised, includ-
ing by firms that stood to gain from adopting these
alternatives.®

Uncertainty can harm international collective action

Setting thresholds can motivate collective action,
as seen in disease eradication (where the threshold
for full provision is eliminating the disease in the
weakest-link country)®® or in the Montreal Protocol
(with the establishment of a minimum number of
countries for the treaty to come into effect, plus the
trade provisions). The underprovision of some glob-
al public goods, such as climate change mitigation or
biodiversity preservation, is often framed as the need
to stay within boundaries or limits*° to avoid reaching
tipping points in planetary systems that could result
in catastrophic outcomes.* Presenting thresholds
that, once crossed, can result in catastrophic soci-
etal collapse could galvanize collective action.*? But
there are two critical conditions.*? First, the thresh-
olds must be known with little uncertainty. Second,
each country must share the burden of not passing
the threshold.*

When there is uncertainty about where the thresh-
olds lie, collective action becomes more difficult. For
disease eradication, to achieve zero cases globally,
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each country has to achieve zero cases nationally.
But when there is no unambiguous way of deter-
mining how much each country should contribute
to ensure that the world stays under a threshold for
catastrophe, that calls for some agreement about
how to allocate effort across countries.* These two
factors imply a very different set of incentives for
countries.*t

¢¢ The standard selfish choice model can provide
insights about how to enhance the provision of
global public goods. Its behavioural assumptions
emphasize the use of incentives, resources and
information to make provision more likely

While much effort centres on estimates of damages
from crossing climate thresholds or whether damag-
es are overstated or understated,* uncertainty about
these damages does not seem to matter as much for
cooperation as uncertainty over the thresholds.*
Because even though the decision on whether to co-
operate has no influence on the scale of the damag-
es (which depends only on whether the threshold is
crossed), whether countries cooperate does bear on
whether the threshold is surpassed.*

In the case of existential risks, these insights could
inform ways to structure incentives through institu-
tions to enable cooperation associated with providing
global public goods that reduce those risks.*® These
insights also suggest that it is far more important to
reduce threshold uncertainty than damages uncer-
tainty, a challenging task given the underlying ambi-
guity in many of the thresholds of interest.

The standard selfish choice model can thus pro-
vide insights about how to enhance the provision
of global public goods. Its behavioural assumptions
emphasize the use of incentives (trade provisions
in the Montreal Protocol), resources (the Montreal
Fund) and information (about the damage caused
by CFCs and the availability of alternatives) to make
provision more likely. But these assumptions also
have limits, not only in not accounting for actual
behaviour but also in lacking power to account for
some of the obstacles to collective action that call
for a broader understanding of the drivers of human
behaviour.*> Behavioural science provides an ini-
tial steppingstone towards a broader explanation of
behaviour.

Apply insights from behavioural
science, but handle with care

Insights from behavioural science reveal how de-
cisions depart from the behaviour predicted by the
standard selfish model of choice (box 4.2).5* These
departures give added insights in understanding
when and why collective action takes place and pro-
vide opportunities to design interventions that make
the provision of global public goods more likely.>*
At the same time, as the discussion will make clear,
despite the enormous interest in designing interven-
tions based on behavioural science, there are severe
limitations as well, that range from the lack of replica-
bility of some findings, questions about their validity
beyond specific experiments and the assumption that
the policymaker “knows better” than individuals—
among others. That is why it is important to consider
insights from behavioural science but to also handle
them with care.

Beyond selfishness—recognizing social preferences

With social preferences decisionmakers consider
the welfare of others, not just their self-interest, and
are prosocial when that evaluation is positive.*® Pure
self-interest can motivate cooperation through rec-
iprocity in repeated interactions (giving something
today while expecting to get something in return to-
morrow).>® But people often reciprocate more gen-
erously when others behave in a friendly way and
punish more harshly those who do not (even if at
great cost), indicating that social preferences are like-
ly at play.>”

People vary in the extent to which they have ei-
ther selfish or prosocial preferences and in how they
express social preferences.”® A recent comprehen-
sive review of social preferences provides some key
insights.®® When, at the turn of the 20th century, re-
searchers concluded based on systematic evidence
from experiments that some people had social prefer-
ences, respondents who expressed these preferences
were described as being “crazy.”® Yet evidence from
nationally representative samples suggests that in
many countries people holding purely selfish prefer-
ences are in the minority (representing 5-20 percent
of the population in countries with data).!
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Box 4.2 A behavioural choice model of decisionmaking

Preferences, beliefs and cognition interact to shape how people make decisions (box figure 1). Preferences can be
social, meaning that the individual takes account of other people’s welfare. Preferences can be fickle and influenced
by (sometimes transitory) emotions. Fear triggered by the belief that there is a threat tends to make people more
risk averse, while anger tends to make them more risk seeking. Beliefs are driven not only by the processing of
information but also by one’s identity (perceptions of belonging to a particular group that holds a particular view) or
preferences (for instance, motivated reasoning, as in wishful thinking, which makes people believe that a goal they
are pursuing is more likely to be achieved). When beliefs are deeply held or linked to a salient aspect of a person’s
identity, they can trigger strong emotional responses (as when challenging deeply held religious or political beliefs
triggers anger, disgust or hate). There are multiple deviations from rational cognition—for example, how a decision is
framed affects choices, and how people discount the future is not consistent along different time horizons.

Box figure 1 Social context shapes what people think and do at the moment of choice

Beliefs

Individual determinants - .
Cognitive biases

of choice (universal hardwired)
Preferences
A b
Can shape
Social determinants Choice sets (prices, “rules of the game”) ..~
of choice Choice architecture, social norms
Scope of interventions - Incentives, regulation, governance
to shape choices - Behavioural science (priming, nudging)

- Preferences can be fickle (emotions “interfere”)

- Beliefs can be motivated (by preferences)

- Cognitive biases and limitations (loss aversion, hyperbolic discounting, representative
heuristics, ...) are hardwired and universal

Note: The text in bold to the right of “Social determinants of choice” and “Scope of interventions to shape choices” denotes the new ele-
ments that are added to the selfish choice model of behaviour (which remains relevant).
Source: Human Development Report Office elaboration based on Elster (2015a, 2020) and Hoff and Stiglitz (2016).

Some evidence suggests that holding prosocial are very strong positive links between prosocial pref-
preferences is a direct determinant of wellbeing, with erences and cooperation.®® When social preferences
a positive effect similar in size to the effects of par- take the form of aversion to inequality, more heter-
enthood, income and education.®? In addition, there ogeneous collectives (in either resources or benefits
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derived from public goods) are less likely to achieve
and sustain cooperation, which provides a rationale
for reducing inequalities to foster cooperation.®*

Do these relationships between individual social
preferences and cooperation scale from the individ-
ual to more aggregated levels? Particularly relevant
for the provision of global public goods is whether the
relationships scale up to countries. Some evidence
suggests that they can (box 4.3). With the assumption
of prosocial preferences, the prognosis for summa-
tion global public goods can change. For instance, in
the standard selfish choice model a country’s unilat-
eral increase to a summation global public good (say,
abatement of greenhouse gases to mitigate climate
change) will not only not incentivize other countries
to contribute but will also likely provoke a reduction
in their efforts. But that expected outcome changes
if the other countries behave as if having prosocial
preferences: in that case contributions to summation

Box 4.3 Social preferences can scale up

global public goods are no longer pure substitutes but
become complements.*®

Harnessing social norms

Social norms set shared expectations of behavior,
providing structure to people’s beliefs and bearing
on the decision to cooperate (box 4.4).° In many
circumstances, they can be stronger determinants
of behaviour than the individual pursuit of material
wellbeing.” For instance, social norms can establish
what may be required to earn a reputation as a coop-
erator.®® Concerns with social image can also drive
prosocial behaviour: because most people care about
what they believe others will think of them, they tend
to make more prosocial choices in public.® The ef-
fectiveness of social norms in shaping behaviour de-
pends in part on norm enforceability (or beliefs about

A complicating factor in addressing whether social preferences scale up is the great variation across people in every
country. The outcome of cooperation at the group level depends on the number and intensity of individuals with
prosocial preferences!! Another challenge is that while cooperation may be strong within groups in society (as for
people sharing the same political beliefs), it may be difficult to get cooperation between groups. In fact, strong nega-
tive reciprocity (punishing, or threating to punish, another group harshly) may trigger retaliatory action (or even pre-
emptive aggression)? by those who are punished or threatened with punishment.® And that can result in intergroup
conflict.* Chapter 6 explores in more detail the implications of this type of intergroup dynamics, which are particularly
challenging in polarized societies.

Still, recent advances in measuring differences in preferences at the global level are starting to provide some an-
swers about what scales up to countries. In an experimentally validated survey® on the social preferences of 80,000
people in 76 countries, cross-country variation in charitable giving is correlated with prosocial preferences, after fac-
tors that could also explain charitable giving are controlled for.® In addition, after the same factors are controlled for,
countries with a higher degree of negative reciprocity have suffered more violent conflicts.” A study of 40 countries
found that people everywhere were more likely to return a wallet with money than what a standard selfish choice
model would predict,® with prosocial preferences (in this case, measured by the extent to which concerns for welfare
extend beyond one’s ingroup) playing a role.® And in another study of 31 countries, prosocial preferences were asso-
ciated with better environmental performance—a proxy for cooperation to manage environmental externalities—and
material interests mattered less than appeals to everyday cooperative behaviour

Notes

1. In an experiment Fehr and Fischbacher (2003) show that a minority of altruists can force a majority of selfish individuals to cooperate but
that a few egoists can induce a large number of altruists to defect—and that the context matters in both cases. Hauser and others (2014)
show that mechanisms can be designed to ensure that those with prosocial preferences can restrain defectors in an intergenerational pub-
lic goods game. And Géchter, Kolle and Quercia (2017) show that it matters whether the challenge is to provide or maintain a public good.
2. Bohm, Rusch and Giirerk 2016. 3. Nikiforakis 2008. 4. For a broader review of the psychological foundations of intergroup conflict, see
Bohm, Rusch and Baron (2020) and De Dreu and others (2022). There is growing evidence of differences between dispositions to defend
or to attack. For instance, consistent with loss aversion, experiments suggest that people invest more resources to protect against losses
than to achieve victory (Chowdhury and Topolyan 2016; De Dreu and Gross 2019). 5. See Falk and others (2023) for details. 6. Falk and oth-
ers 2018. 7. This variation in preferences appears to be deeply rooted in history and to be path dependent (Becker, Enke and Falk 2020).
8. Whether the interaction was in person or mediated through computers made a difference. Interaction through computers increased cheat-
ing threefold compared with in-person interactions (Cohn, Gesche and Maréchal 2022). 9. Cohn and others 2019. 10. Van Doesum and oth-
ers 2021. The findings were contested (Komatsu, Rappleye and Silova 2022) but appear to hold after scrutiny (Van Doesum and others 2022).
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Box 4.4 “It’s not a lie if you believe it”—Beliefs, social norms and collective action

The formation of beliefs and their interaction with preferences and emotions has implications for collective action!
For beliefs about how others will behave during social interactions, the standard selfish choice approach assumes
that everyone behaves the same way.? The behavioural approach allows for more nuance and variability in how we
expect others to behave, which can be influenced by factors ranging from the ability of agents to communicate® to
perceptions of trust among agents* and assumptions about the preferences of others (whether they are conditional
cooperators).®

Mechanisms of controlling and selecting those with whom to cooperate are key to sustaining cooperation,® with
reputation a key driver of beliefs about whether counterparties are likely to cooperate (or reciprocate in the future).’
These mechanisms can also support cooperation across groups (including countries) in what has been termed “uni-
versal cooperation.”®

People differ in how much they are influenced by the decisions and behaviours of others.® There is substantial
evidence that social comparison is a powerful driver of changes in individual behaviour, including changes aimed at
addressing climate change.® Shifts in social norms can also drive changes towards more cooperative behaviour" in
the face of threats.? In addition, social contagion appears to be a strong mechanism leading to proactive cooperative
behaviour not only when responding to threats but also as evidenced when behaviour by neighbours is replicated,
as in the adoption of solar panels People are more driven to change their behaviour when they observe others
acting than when they simply receive information on the benefits of the cooperative action." Policy interventions have
the potential to tip social norms towards more desirable outcomes (including more cooperation).® And this potential
has been studied across a wide range of challenges, from handling misinformation to advancing public health and
fostering collective action for sustainability.®

Notes

1. Isler and others 2021. The quote in the title of the box is a line by the character George Costanza in the television series “Seinfeld,” as used
in Bicchieri, Dimant and Sonderegger (2019). 2. This also includes subjective beliefs, for instance, about whether countries are optimistic
or pessimistic, as explored in Im, iris and Ko (2022). Fehr and Charness (forthcoming) discuss belief-dependent social preferences (where
beliefs about the intentions of other players matter) using models of reciprocity and guilt aversion (related to theories that include emotions
as part of social preferences). 3. Barbieri 2023; Crawford 2019; Ellingsen, Ostling and Wengstréom 2018. 4. Bose and Camerer 2021; Schilke,
Reimann and Cook 2021. Emotions affect how trust beliefs are formulated, with angry people typically being seen as less trustworthy (Kausel
and Connolly 2014). Some evidence suggests that people who have a preference both for being honest and for being seen as honest are
more likely to be truthful (Abeler, Nosenzo and Raymond 2019). 5. Engelmann and others (2019) show the neural signals when beliefs about
conditional cooperation are violated. 6. Reviewing the experimental literature on infinitely repeated games, Dal B6é and Fréchette (2018) find
that while cooperation can be supported in equilibria, it does not imply that most subjects will cooperate to begin with—cooperation will
emerge only when the structure of the game is robust to strategic uncertainty. 7. Balliet and Van Lange 2013; Gross and De Dreu 2019; Jordan
and Kteily 2023; Rand and Nowak 2013; Roberts and others 2021. 8. Gross and others 2023. 9. Kendal and others 2018; Mesoudi and others
2016. In part because that much social information is “wasted,” in that it is not used in individual decisionmaking (Morin and others 2021),
leading to heterogeneity across the population. 10. In a second-order meta-analysis of 10 meta-analyses of 430 primary studies, Bergquist
and others (2023) found that social comparison was one of the most important mechanisms in driving changes in behaviour, such as towards
sustainable transportation or circular consumption to mitigate climate change. 11. For a review of evidence, mechanisms and potential to
inspire interventions to harness social norms, see Frank (2021). See also UNDP (2020b). For the social dimensions of fertility choices and
consumption patterns, see Barrett and others (2020). 12. Szekely and others 2021. 13. Allcott 2011; Barnes, Krishen and Chan 2022; Bollinger
and Gillingham 2012. 14. Kraft-Todd and others 2018. 15. Andreoni, Nikiforakis and Siegenthaler 2021. 16. Nyborg and others 2016. See the
review in Efferson, Vogt and von Flie (forthcoming).

its enforceability),”® on how strict the norms are” and
on the balance between rewards for compliance with
norms and punishments for deviations from them.”
Emotions play a central role in compliance with so-
cial norms, with people complying to avoid shame or
guilt and people motivated to enforce norms out of
anger or disgust for norm violators.”® A social norm of
conditional cooperation—full cooperation as long as
others also fully cooperate and reduced cooperation
as others’ contributions go down—can account for a
large set of regularly documented cooperation-related

behaviours.” In repeated interactions the observed
behaviour of others can inform the decision on wheth-
er to cooperate and by how much. But in one-shot
interactions or when the behaviour of others is not
observed, beliefs about how others will behave are
determinant. This insight is crucial to the discussion
in chapter 6 on the potential of misperceptions about
what others believe to hinder collective action.”
Social norms can be harnessed to change collec-
tive action at scale’ (see box 4.4) and have distinc-
tive characteristics that aggregate to countries, which
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accounts for differences in cooperative behaviour.”
One such characteristic is the tightness of social
norms (as measured by the harshness of punishment
of behaviour that deviates from the norm), which ap-
pears to vary systematically across countries’ and
change over time.”” When facing a collective threat,°
countries with tighter norms may cooperate better in-
ternally because of the cohesive glue of strong social
norms.®! But extreme tightness can make cooperation
across groups or countries more challenging (or can
even trigger conflict).®? Tighter social norms can also
make adaptations to a changing context more diffi-
cult, potentially resulting in a mismatch between in-
ternal and international cooperative arrangements in
the face of new threats and challenges, with implica-
tions for the provision of new global public goods.®

¢¢ Leadership can propel and sustain social norms
that are supportive of international cooperation:
that can shift norms and trigger reciprocal actions
from other countries that further entrench the
norm of contributing to the global public good

Moreover, global norms often influence countries’
decisions.® For instance, norms against gender ine-
quality spread globally.® But as with any social norm,
progress cannot be taken for granted. And it can be
subject to contestation, particularly when polariza-
tion fuels backlash against more inclusive norms, as
discussed in chapter 6.8 But leadership can propel
and sustain social norms that are supportive of inter-
national cooperation, for instance, when a country
takes the lead on providing a summation global pub-
lic good such as mitigating climate change: that can
shift norms and trigger reciprocal actions from other
countries that further entrench the norm of contrib-
uting to the global public good.?”

Drawing on cognitive biases

Almost 200 cognitive biases have been identified to
explain several puzzles in the social sciences,®® open-
ing windows for new policy interventions and moti-
vating a wide range of organizations® and initiatives
around the world that seek to enrich public policy
with these insights (figure 4.2 and spotlight 4.2).%°
For instance, loss aversion (people caring more about

a loss than an equivalent gain) has been empirical-
ly documented in a wide range of studies.” This in-
sight has explained behaviours where the framing as
a loss or gain influences decisions ranging from how
much to work®? to political choices” to why people
tend to hold on to their beliefs®* and to the design of
strategies to foster learning.”® More generally, behav-
ioural insights have informed policy®® through new
policy tools (such as nudges), enabling better pre-
dictions about the impact of policies and generating
new implications for how to enhance welfare®” and its
distribution.”®

Some interventions informed by recognizing cog-
nitive biases seek to directly change individual be-
haviour, many of them through nudges, which have
had encouraging results in some domains.”® Despite
advocacy, including to support the response to the
Covid-19 pandemic,'°® the uptake of insights derived
from identifying cognitive biases has been mixed
(box 4.5).

In fact, insights from behavioural science not only
have to confront challenges associated with the rep-
licability of several studies, but they also face a prob-
lem in the lack of an overarching theory that can
account for the multiplicity of biases that are being
documented (spotlight 4.2).1°! The relevance of be-
havioural science findings may lie less in providing
descriptions of behaviour that is empirically more
realistic, or a catalogue of ills to be addressed by
nudges, and more as a guide to help decisionmakers
achieve desired collective outcomes.'*? But that re-
quires a framework to interpret how these biases in-
teract with institutions and broader determinants of
human behaviour (discussed thus far as if they were
universal and hardwired, an assumption that will be
relaxed in the next section).'%?

Recognize how culture shapes
behaviour and institutions

Behaviour during the Covid-19 pandemic illustrates
the importance of having a broader understanding
of behaviour that goes beyond selfish choice and be-
havioural insights and extends to an explicit consid-
eration of the role of culture and its change over time
(box 4.6).19¢ There are many approaches to doing
this, from sociologists interested in structuration to
anthropologists interested in cultural economy and

CHAPTER 4 — EXAMINING HOW TO ENHANCE COLLECTIVE ACTION 109



Figure 4.2 Widespread efforts draw on behavioural insights to inform public policy
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politics to approaches drawing attention to structur-
al political economy.!%> Cultural evolution (spotlight
4.3) is one such approach among many that consider
historical, social and relational perspectives that have
been pursued across many disciplines. It is one way
of accounting for how behaviour and culture interact
in different societies and create packages adapted to
address cooperative challenges at scale, with distinct
cultural and behavioural traits.!°¢

Insights from recognizing how behaviour and in-
stitutions are contingent on the social context and its
change over time can be mobilized to address shared
challenges, including the provision of such global

public goods as climate change mitigation. These in-
sights suggest that people can be expected to react
differently to different interventions, as opposed
to assuming that all people behave according to the
standard selfish choice model or that they are all
constrained by universal and hard-wired cognitive
and other biases.!®” Another insight is that it is im-
portant to understand the interplay between social
norm psychology and social identity to understand
drivers of cooperation.!®® To see why and how, con-
sider first the perils of interventions that start from
either end of the behaviour-institution interaction
(see figure 4.1).
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Box 4.5 The promise and peril of nudges in changing behaviour

Nudges attempt to change the choice context to increase the likelihood of people making decisions that contribute to meeting
a policy goal without precluding any other choices or relying on economic incentives (for instance, changing default options
on organ donations or retirement savings or framing incentives as losses instead of gains, given loss aversion).! Nudges not
only seek to improve individual welfare but also tackle collective challenges, including green nudges to change behaviour
towards climate and environmentally friendly choices.? They have the potential to increase the effectiveness of price-based
interventions to mitigate climate change, such as carbon taxes, including by enhancing the public acceptance of taxes.® Thus,
insights from behavioural science linked to cognitive biases are now regularly considered in the design and implementation of
environmental policy* and in the provision of global public goods such as climate stability® and biodiversity conservation.® The
potential to derive insights from behavioural sciences has been explored for enhancing the provision of global public goods
within international law” and international relations.®

Once again, the question is the extent to which individual behaviour aggregates into biased aggregate outcomes. For
instance, people may self-select or be sorted into groups with similar degrees of cognitive bias. If this is the case, some groups
might deviate less, in the aggregate, from the selfish choice behaviour than others. Even with this type of sorting, whether
biases matter depends on the decision being considered for accomplishing a certain task. For some tasks a group that gathers
individuals who behave more according to the selfish choice model does not produce biased aggregate outcomes. But for
other tasks biases can be amplified in the aggregate even when selfish choice and biased people are sorted into different
groups.’®

Understanding how and why this sorting matters for some tasks and not others is an important area for research. It is particu-
larly relevant in the international context, where decisions on behalf of countries negotiating treaties are made by individuals
empowered to represent those countries. In negotiations for climate change, negotiating peers perceive the credibility of
country commitments to mitigate climate change to be determined by the quality of institutions in that country—with economic
factors such as economic benefits and costs of those commitments bearing less on credibility.”

Whether decisionmakers are subject to biases is thus particularly important. It has been argued that decisionmakers among
the elite may be less prone to biases and act more in line with the selfish choice model But this does not mean that they
are not influenced at all by biases,? particularly when their decisions touch on issues salient in people’s lives (such as climate
change or management of a pandemic). Public opinion™—or, at a minimum, elites’ perceptions of public opinion**—matters and
is often conditioned by cognitive biases.”

There is an ongoing debate on the extent to which nudges and other behavioural interventions are effective. In a study of
73 randomized controlled trials in 67 US cities implemented in collaboration with a national nudge unit, fewer than a third of
the nudges were adopted in policy.” There are several barriers in translating insights from behavioural science into policy,®
but recent debates on the size of the effects of interventions reported in the literature have further moderated policymakers’
enthusiasm.® Information gathered from more than 200 studies reporting 440 effect sizes remains inconclusive.?° There is
also a difference between effects reported in small samples and effects realized when interventions are taken to scale. In 126
randomized controlled trials covering 23 million people, the average impact of interventions (that, is, at scale given the number
of people covered) was 1.4 percentage points, compared with 8.7 percentage points in literature that typically relies on small
samples.?’

Notes

1. Thaler 2018; Thaler and Sunstein 2003. 2. Carlsson and others 2021. Some green nudges are reportedly very effective. For instance, in China green
nudges increased individuals’ share of food orders with no cutlery (thus reducing plastic waste) more than sixfold (He and others 2023). 3. Gravert and
Shreedhar 2022. 4. For a general review, see Carlsson and Johansson-Stenman (2012). 5. See Brekke and Johansson-Stenman (2008) for a framework
and early review. 6. Travers and others 2021. 7. van Aaken 2018. Although attention has also been drawn to some potential limitations. See the introduc-
tion to a symposium on this theme in van der Zee, Fikfak and Peat (2021) as well as Yildiz and Yiksel (2022). 8. Davis 2023; Davis and McDermott 2021.
9. Enke, Graeber and Oprea 2023. 10. Victor, Lumkowsky and Dannenberg 2022. 11. Hafner-Burton, Hughes and Victor 2013. There is also evidence
that some elites appear to have weaker social preferences (Fisman and others 2015). 12. As found in Mildenberger and Tingley (2019). 13. Anderson,
Bohmelt and Ward 2017; Oehl, Schaffer and Bernauer 2017. 14. Hertel-Fernandez, Mildenberger and Stokes 2019. 15. Webster and Albertson 2022.
16. See, for instance, Dimant, van Kleef and Shalvi (2020), Guttman-Kenney and others (2023) and Bicchieri and Dimant (2022). 17. DellaVigna, Kim
and Linos 2022. 18. As reviewed in Linos (2023). For a set of proposals on how to address some of the challenges, see MaZar and Soman (2022).
19. And behavioural interventions have been unable to address some major challenges, such as how to reduce economic inequality (Ruggeri and oth-
ers 2022). 20. The original study by Mertens and others (2022a) reports a Cohen’s d (a standardized measure of the difference between the mean of
the untreated group and the treated group) of 0.43, but after reanalysing the data and correcting for publication bias (that only statistically significant
results are published; more surprising results are more likely to be published) and heterogeneity (whether the findings extend beyond the sample used
for the study), Szaszi and others (2022) find an effect of O (in a response, Mertens and others (2022b) agree with the importance of addressing issues
associated with publication bias and heterogeneity). 21. With respect to two nudge units in the United States: DellaVigna and Linos (2022) and Webster
and Albertson (2022).
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Box 4.6 Social context shapes what people do and how they see themselves

12

Taking account of the interplay between behaviour and culture suggests that human choices need to be understood within the
social context that shapes not only individual preferences and the architecture of choice but also how people see themselves
and how they see others (box figure 1).! That is, who they are.? The entanglement of behaviour and culture opens the possibil-
ity of understanding the processes of social choice and the potential scope for interventions—in ways that recognize when
and how they can be mutually reinforcing, as opposed to pinning all hopes on either institutions or behaviour to enhance
collective action. This approach also implies recognizing that some processes of social choice change endogenously, so the
interventions may have unintended consequences. Even if these are not possible to predict with precision, being aware of
this possibility and understanding the mechanisms for them to emerge can enhance policy design and implementation.® This
implies that criteria for the design of interventions (either behavioural or institutional) should consider efficiency and equity as
well as efficiently evolving institutions to account for both a changing world and the endogenous dynamics of change between
behaviours and institutions.*

Box figure 1 Social context shapes who people are

Culturally embedded

Beliefs

Individual determinants
of choice Cognition shaped
by social context

Preferences Emotions

Social determinants Choice sets (prices, “rules of the game”), social norms,
of choice cognitive biases/limitations, culture

Scope of interventions - Incentives, regulation, governance

to shape choices - Behavioural science (priming, nudging, boosting)

- Social norms
- Social identities, worldviews, narratives, frames

Note: The text in bold to the right of “Social determinants of choice” and “Scope of interventions to shape choices” denotes the new elements that are
added to the selfish choice model and to the behavioural choice model (which remains relevant).
Source: Human Development Report Office elaboration based on Hoff and Stiglitz (2016).

Notes

1. Lamont 2023. 2. This is where the discussion arrived, but it is the point of departure for sociology (Lamont 2019). This makes insights from sociology
also relevant, particularly recent developments on understanding culture as a toolkit from which people draw cultural resources to navigate their life
(Swidler 1986). These have been inspired in part by insights from the cognitive and behavioural sciences (DiMaggio 1997; Dimaggio and Markus 2010;
Lamont and others 2017). These insights have already been incorporated into models and accounts of institutional change by economists (Acemoglu
and Robinson 2022, 2023). 3. Hébert-Dufresne and others (2022) present a model of this endogenous process of social choice. 4. Schimmelpfennig
and Muthukrishna 2023.

HUMAN DEVELOPMENT REPORT 2023/2024



Ignoring the interaction between Enhancing collective action requires

behaviour and institutions is perilous understanding differences in preferences

and beliefs shaped by social contexts

The perils of starting with institutions is perhaps
more widely understood. Transplanting institu-
tions!® from the context in which they emerged to
settings with different behavioural, social and eco-
nomic contexts has been widely documented. Insti-
tutions, including legal institutions and mechanisms
to enforce formal law, typically work in shaping be-
haviour if there is already an equilibrium resulting
from an underlying set of beliefs that sustains coop-
eration.!'® This may very well be the case in an inter-
national context, except perhaps outside interactions
where direct reciprocity fosters cooperation; some
evidence suggests that the effectiveness of interna-
tional agreements sometimes does not depend on
whether there is an enforcement mechanism.!!

Formal institutions set very important structural
features of contemporary societies, so understand-
ing flaws in those structural features (which can
exacerbate inequalities in human development, per-
petuate exclusion or impede collective action) and
how to change them is crucial.’? The contribution
of the discussion in this section towards this goal is
not to assume politics away or to minimize the im-
portance of formal institutions but rather to probe
how assumptions about behaviour also shape how
those flaws are identified and what to do to correct
them (box 4.7).13

But there also are perils in attempting to start
from the other end, towards changing behaviour to
foster collective outcomes, without taking into ac-

Interventions can trigger rapid shifts in social norms,'”
but identifying when and how tipping occurs re-
quires understanding how preferences and beliefs
are distributed across the population. Both prefer-
ences and beliefs can be shaped by cultural and so-
cial contexts, and ignoring differences can result in
ineffective or, worse, misguided interventions (box
4.8).1"8 Often, experimental studies draw on universi-
ty students or segments of the population that may be
more prosperous than average. There is also variation
in the strength of behavioural effects across the popu-
lation according to education and income (figure 4.3).

Variation also occurs across countries when ef-
fects based on one intervention were not observed
when the intervention was implemented in an alter-
native way'® or when interventions were explored
across countries. These different outcomes point to
the importance of recognizing how behaviours and
institutions interact with culture.'* It has long been
recognized that signature findings of behavioural in-
sights from experiments in high-income countries in
Europe and North America are not generalizable, as
shown by a failure to replicate the results in different
contexts.'?! Moreover, over the course of human his-
tory and even today, most people have not lived in
such settings,?? implying the need for caution in gen-
eralizing claims from results based on samples from
these settings.'®

¢¢ Both preferences and beliefs can be
shaped by cultural and social contexts, and
ignoring differences can result in ineffective
or, worse, misguided interventions

count the institutional and broad cultural context
in which the changes are pursued. As noted, chang-
es in behaviour can be pursued directly (creating
nudges, for instance) or indirectly (making people

change choices voluntarily based on their observa-
tion of others, particularly when social norms reach
tipping points that make individual and social ben-
eficial behaviours ubiquitous).!* These processes
can be mobilized to support the provision of global
public goods."”® Imitative adoption played a crucial
role in the spread of solar panels in Germany around
the 2000s, advancing from an initial slow adoption
to a rapid spread that led the country to generate
more solar power per capita than any other country
by 2009.11¢

Recent work uncovered substantial cultural differ-
ences in preferences and beliefs associated with eco-
nomic inequality, supporting the notion that cultural
processes are at play in shaping this diversity across
and within countries.’** For preferences on how much
inequality people accept or are averse to, much de-
pends on the kinds of inequality that people consider
to be unfair.’® Representative surveys in 60 countries
documented variation across countries in the ex-
tent to which people subscribe to one of three views
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Box 4.7 Where are the politics?

114

One simplified way of identifying where the politics lie is to assume that there are two types of interactions relevant for collec-
tive action within countries.! One pertains to setting up the rules of the game—the conditions under which society is governed.
This can be considered the realm of politics, which determines who holds power to do what and how.?2 These rules are
codified in documents, from constitutions to civil and penal codes to jurisprudence (in short, the law). The creation, execution
and enforcement of the law are ensured by formal institutions. Interactions of the other type then unfold within the law—the
social and economic decisions undertaken by people and other formal institutions (those with legal status, such as firms or
civil society organizations). Each of these realms is the subject of entire disciplines, including political science for the first, and
much of economics for the second.

The two sets of interactions are mutually constitutive. For instance, rules can enable the accumulation of wealth and re-
sources by certain agents that, in turn, can mobilize those resources to further advance their economic advantage in the
domain of political interactions, through direct capture of political office, lobbying or the use of the media.

Still, as important as the law and rules are, there is a growing appreciation that contracts are notoriously incomplete (and ex-
ternalities are pervasive), with the irreducible incompleteness of the law and formal institutions particularly relevant in contexts
of uncertainty.® So, economic and social behaviour is also regulated in part by social norms in which the formation of beliefs
and preferences and how they change over time and across people and countries have crucial importance.*

But behavioural assumptions, and the role of beliefs, matter even without assuming the irreducible incompleteness of the
law. Why do people comply with the law, and how can social order be maintained in diverse societies? The selfish choice
model suggests that people are motivated to seek individual gains and avoid losses, so these assumptions would suggest the
use of strategies that deter law violators.® While these strategies matter, so do beliefs about the legitimacy of formal institu-
tions: “Legitimacy is a concept meant to capture the beliefs that bolster willing obedience.”®

Under this perspective people obey the law due in part to a common commitment to obey formal institutions, sustained by
the belief that there is an obligation to obey (value-based legitimacy) that is then reflected in actual compliance (behavioural
legitimacy). Within this framework antecedents to value-based legitimacy include components of how the formal institutions are
perceived (motivations of leaders, administrative competence and the performance of formal institutions in delivering on their
public purposes, including the provision of public goods) and views about procedural justice (whether the exercise of authority is
perceived as fair). Within views about procedural justice, the perception that government procedures are unfair often motivates
disobedience, evasion and resistance to legal demands, with deterrence motives overwhelmed and ineffective in these cases’

The role of beliefs also comes to the fore when formal institutions undergo change. Fundamental institutional change often
takes place during critical junctures when there is uncertainty about the shape that future institutions will take. A recent strand of
literature shows that the dispersion of beliefs about future institutions can help identify these critical junctures. How these beliefs
diffuse and get consolidated around particular views shapes in part the rules of the game that societies end up with.2 Some of the
evidence comes from contexts where people can choose to rely on formal state institutions or on nonstate entities (for instance,
in dispute resolution) or where there are competing claims to the formal governance institutions, which shows that beliefs (about
which arrangement is more effective or more enduring) not the formal institutions themselves causally determine behaviour.®

In sum, there is growing recognition of the importance of beliefs in shaping the two set of interactions and a recognition
that they are shaped by the dynamic interaction between behaviour and institutions. Political scientist Margaret Levi titled a
recent account of her intellectual journey “The Power of Beliefs.”® And economist Kaushik Basu titled a deep reflection on
the relationship between law and economics “The Republic of Beliefs” because “The might of the law, even though it may
be backed by handcuffs, jails, and guns, is, in its elemental form, rooted in beliefs carried in the heads of people in society
[...], creating enormous edifices of force and power, at times so strong that they seem to transcend all individuals, and create
the illusion of some mysterious diktat enforced from above. In truth, the most important ingredients of a republic, including its
power and might, reside in nothing more than the beliefs and expectations of ordinary people.”"

Notes

1. Inspired by Hurwicz (1996), as described in Powers, van Schaik and Lehmann (2016), who distinguish the political game from the economic game. Above
the political game Ostrom (2009b) posited a constitutional game. To simplify the discussion, the constitutional game is subsumed under the political game.
2. See Powers, Perret and Currie (2023) for a discussion of how playing the political game in societies of increasing size leads to the emergence of political
inequality. 3. We are grateful to Charles Efferson for emphasizing these points. 4. For discussions of how differences within countries on cooperative versus
conformist preferences relate to differences in political ideology and how these differences may have emerged, see Claessens and others (2020) and
Claessens and others (2023). For an account of the diversity across 99 countries in the (lack of) correlation between cultural and economic conservatism,
see Lelkes, Malka and Soto (2019). 5. The framing and discussion in this paragraph draw from Tyler (2023). Deterrence is typically understood to mean pun-
ishing violators as a means to enhance compliance, but rewarding a commitment to cooperate could also be effective (Han 2022). 6. Levi, Sacks and Tyler
2009, p. 354. 7. Levi, Sacks and Tyler 2009, p. 360), with numerous examples, including several related to tax avoidance and evasion. For further elabora-
tions related to the need to raise fiscal revenue to provide for public goods, see Levi (1988, 1999). For a debate on the relevance of procedural justice, see,
for instance, Hagan and Hans (2017). 8. Reviewed in Callen, Weigel and Yuchtman (2023). 9. Acemoglu and others 2020. 10. Levi 2022. 11. Basu 2018, p. 40.
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Box 4.8 It seemed such a good idea at the time: The dangers of ignoring heterogeneity when pursuing social
tipping

An intervention heralded as very successful in harnessing the potential of social norms to change behaviour was the
firm Opower’s provision of information about how each customer’s energy use compares with that of its neighbour,
along with messaging that signalled that conserving energy was a desirable goal! An initial evaluation of 600,000
households that compared the behaviour of households that received the information with that of households that
did not found that this nonprice intervention had a substantial effect in encouraging energy conservation.? However,
when the intervention was scaled to more than 8 million people, the average effect—and its practical importance—
turned out to be much lower than in the initial evaluation.®

This was not a replication failure, since both evaluations were rigorous and stood up to independent analysis.*
But the initial evaluation was based on the communities that were the first to adopt the measure. They were already
inclined to value energy conservation, had large homes and were relatively prosperous, thus they had many op-
portunities to conserve energy. The effect of the intervention declined substantially when it was expanded to include
people with a broader set of beliefs and much wider range of incomes. Even when studies are carefully conducted,
the choice of convenience samples seems to be particularly problematic in behavioural interventions.®

Notes

1. Featured, for instance, in Chetty (2015). Thus, the intervention relied on both descriptive and injunctive social norms. See Constantino and
others (2022) for a discussion and Bhanot (2021) for the role of injunctive social norms in promoting conservation. 2. Allcott 2011. An initial
smaller expansion beyond the 600,000 also suggested that the effects persisted (Allcott and Rogers 2014). 3. Allcott 2015. 4. As reported in
Bryan, Tipton and Yeager (2021), which inspires the analysis in this paragraph. 5. Sometimes simply because there is not enough contextual
information, as Vivalt (2020) showed in an analysis of 635 studies of impact evaluations of development interventions, posing challenges to
the generalizability of results.

Figure 4.3 Effects of several behavioural phenomena are stronger in more educated and wealthier segments of
the population

Effect size Effect size
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Note: The figures show the effects from seven classical studies in behaviourial science (conformity with a descriptive social norm, impact of argument
quality on persuasion, base rate underutilization, conjunction fallacy, underappreciation of the law of large numbers, false consensus and ease of
retrieval) according to educational attainment and annual household income in a representative sample of the US population. The vertical axis reports
Cohen’s d effect sizes (the standardized difference between the means of the treatment and control groups; Cohen 1988).

Source: Yeager and others 2019.
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on fairness: egalitarians (find all inequalities unfair),
meritocratic individuals (accept inequalities due to
differences in performance as fair but those due to
luck unfair) and libertarians (accept all inequalities as
fair). A large share of the population in several high-
income countries adhere to the meritocratic view—
which is also the foundation for some normative
theories of distribution—holding that people should
not be considered responsible for outcomes beyond
their control (figure 4.4).12

But this view is not well represented in many other
countries. And even among countries with similar
shares of people holding a meritocratic view, there
are large differences in the other two categories. For
instance, although Norway and the United States
have similar shares of meritocratic individuals, the
United States has a much larger share of libertarians,

and Norway has a much larger share of egalitarians.'’
Moreover, there are differences within societies.
In Norway the share of egalitarians is much higher
among 15-year-olds from low socioeconomic house-
holds than among those from high socioeconomic
households,'*® and while most grade 5 children are
egalitarians, the meritocratic share increases in high-
er grades and is largest by grade 13.1

So, experience and social context shape people’s
views of fairness, again pointing to cultural process-
es in shaping preferences over the lifecycle. Separate-
ly from preferences, what people believe about the
sources of inequality also matters. A meritocratic in-
dividual who believes that inequality is driven by luck,
not effort, would find inequality unfair. As with pref-
erences, there is a wide disparity across and within
countries on beliefs about the drivers of inequality.”*

Figure 4.4 There are widespread differences in fairness preferences around the world
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Note: Egalitarians find all inequalities unfair, meritocratic individuals accept inequalities due to differences in performance as fair but those due to luck as unfair
and libertarians accept all inequalities as fair.
Source: Almas and others 2022.
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Beliefs about the extent to which inequality is unfair
matter more for attitudes towards redistribution than
the actual level of income inequality, so beliefs have a
direct bearing on support for different types of redis-
tribution policy.”!

Thus, recognizing that populations can be hetero-
geneous in preferences and beliefs and how these dif-
ferences emerge from cultural processes is crucial to
the design of institutions and policies, including, for
instance, on tax compliance (spotlight 6.4).132 In par-
ticular, it is essential in assessing what kind of inter-
ventions are more likely to trigger social tipping.'®

are in part the result of social processes, shaped by
narratives widely shared across society or within
groups.'® Aspirations, and the institutions and social
norms associated with them, may have emerged as
a result of cultural processes that made them suita-
ble for some time in some contexts, but they may no
longer be suitable for new contexts.*® This mismatch
acquires a novel dimension as we face the unprece-
dented challenges of the Anthropocene, in which it is
unclear how processes of cultural variation and selec-
tion across societies that shaped in part how adaptive
institutions and norms emerged would work when
confronting planetary-scale challenges: they have
to be addressed collectively and at a global scale be-

Understanding how enhancing agency and cause the relevant group is all of humanity.*!

redressing polarization within countries can Such a mismatch can be characterized somewhat

improve collective action across countries as reflecting what Karla Hoft and Allison Demeritt

A broader perspective on choice informed by these
insights opens new vistas on how to advance cooper-
ation and the provision of global public goods. And it
helps show how risks associated with domestic pat-
terns of political polarization may harm collective ac-
tion across countries.

Interventions to enhance the provision of glob-
al public goods that are informed by the recognition
that people are products of culture include the con-
sideration of perceptions and aspirations when imple-
menting policies or designing institutions. Different
perceptions about how to interpret a noncooperative
choice can result in cultural impediments to coop-
eration: when the choice is perceived as a mistake, it
can lead to collective action in future interactions, but
when it is perceived as an insult, it can result in the
collapse of collective action.’3* Perceptions also mat-
ter when people infer the motives of others to make
moral judgements,'* and on perceptions about how
(and in what ways) they are interdependent with oth-
ers.*¢ Breakdowns of cooperation in conflict are also
shaped by this type of perception. There is evidence
that the mental representation of payoffs that poten-
tial conflicting parties face rather than the actual pay-
offs determine not only how people think but also how
they behave.'¥” These perceptions are malleable to
some extent and can be changed in ways that increase
the propensity of players to pursue cooperation.'s

Aspirations also matter because people act on what
they believe is possible and desirable, and these beliefs

called an agency gap, which can be fuelled in part
from a divergence between what societies believe is
possible or probable and what is objectively possi-
ble.*? To the extent that an agency gap is the result
of widely shared beliefs, closing the gap will require
more than providing information; it will also require
mobilizing insights about the cultural determinants
of the formation of shared beliefs.'

‘¢ Interventions to enhance the provision of
global public goods that are informed by the
recognition that people are products of culture
include the consideration of perceptions and
aspirations when implementing policies or
designing institutions

Narrowing the agency gap is constrained by what
is objectively possible but is malleable with respect to
what people aspire to, which is sometimes articulat-
ed through narratives that have “political and psycho-
logical agency and can reinforce or challenge existing
power relations and trajectories.”*** This can take the
form of what has been called the pursuit of emancipa-
tory transformations,*® which affirms the importance
of enhancing not only people’s welfare but also their
empowerment as agents of change.*¢

But it is one thing to recognize that perceptions and
aspirations matter, and that broad recommendations
such as reframing narratives can help close the agen-
cy gap, and quite another to see how to mobilize these
insights. Here is where the concreteness of providing
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global public goods can help, because global public
goods correspond to a very specific way of addressing
shared challenges when countries face interdepend-
ence. Global public goods, by their nature, corre-
spond to non-zero-sum interactions and can thus be
mobilized to overcome the psychology of zero-sum
beliefs (one party’s gain comes at the expense of
the other party’s losses). To be sure, many interac-
tions across countries are zero sum, but pursuit of
the provision of global public goods has the potential
to open spaces for countries to interact that are not
zero-sum.¥” Emphasizing the provision of global pub-
lic goods can overcome three of the channels shown
to elicit zero-sum beliefs (even in situations where
the actual payoffs are not zero-sum): perceptions of
threat, real or imagined resource scarcity and inhib-
ited deliberation.!8 Zero-sum beliefs exacerbate con-
flict,**® discourage cooperation'™ and suppress effort
and economic development.’

¢ While diversity of beliefs and preferences
can be harnessed for creativity and innovation,
patterns of political polarization represent

a major challenge for collective action

The provision of global public goods can mobilize
the human ability of shared intentionality: “an un-
derstanding that individuals are solving a problem
together and are committed to supporting each oth-
er.”? In fact, understanding and sharing intentions
have been argued to have evolved to account not
only for joint actions and shared beliefs but also for
the emergence of coordination on the need for giving
reasons to justify those actions and beliefs.>* Some
evidence suggests that the pursuit of self-reliance
(seeking to reduce interdependence) in confronting
shared problems crowds out cooperation and exacer-
bates inequalities.'* People are also able “to see the
world from another individual’s perspective and, spe-
cifically, to understand and formally represent anoth-
er individual’s knowledge states, beliefs and goals”'%
and even their emotional states, which is involved
in empathy.*® This can engender a proclivity for the
pursuit of justice that, along with shared intention-
ally, can be a powerful driver for cooperation to en-
hance the provision of global public goods.”’

The flip side is that these powerful potential driv-
ers of cooperation often act within groups.’® One

manifestation of this “groupy” behaviour is the vir-
tually universal higher levels of parochial (meaning
within countries) cooperation than of universal coop-
eration.” While diversity of beliefs and preferences
is not just a fact but something that can be harnessed
for creativity and innovation,'*° patterns of political
polarization (where no common factual foundation
exists to undertake reasoned discussions and where
groups alienate and even dehumanize each other)
represent a major challenge for collective action
(chapter 6).1°* How political polarization plays out do-
mestically can be a central determinant of providing
global public goods such as climate change mitiga-
tion and pandemic response.'?

Zero-sum beliefs have been associated with political
polarization in some countries.'®® For instance, along
with international inequity in vaccine access, domestic
attitudes towards vaccines determined the path of the
Covid-19 pandemic, including in high-income coun-
tries.!'** Even when vaccines were free and plentiful,
patterns of trust and political polarization shaped the
course of the pandemic in many countries.'®> In some
countries people’s vaccine status identification is as
polarizing as their other group identifications. More
polarized attitudes towards vaccine status have been
linked to greater resistance to vaccine uptake.!¢®

Political polarization matters also because the het-
erogeneity of preferences and beliefs and their cul-
tural underpinning may prevent the mobilization of
social norms towards more cooperative outcomes.'¢’
As the discussion above illustrates, and as demon-
strated theoretically,'¢® the distribution of social
preferences (towards caring for the environment or
aversion to inequality) can activate tipping, have no
effect or even produce a backlash, depending on the
effects that interventions have in different population
groups and the reasons people within those groups
adhere to social norms.

When behaviour conforming with a norm interacts
with other motives, such as group identities, social
tipping may not occur at all.'®® When belonging to a
group is linked with salient identities, that can exag-
gerate the “othering” of other groups and blind mem-
bers to the realization that everyone has multiple
identities with different expressions and relevance at
different times—people can lose sight of our shared
humanity.””® This is how in these situations behav-
ioural markers that people rely on to signal group
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affiliations may prevent social norms from tipping.'”!
For example, if not being vaccinated against Covid-
19 is a marker of belonging to a group, not only will
behaviour not change when some members of the
group are vaccinated, their being vaccinated can turn
behaviours against vaccination to signal commitment
and loyalty to the group.”? A crucial aspect to con-
sider, particularly in politically polarized contexts, is
not only people’s private beliefs but also their beliefs
about what others think about certain issues, the per-
ceptions they have about threats and how they be-
lieve that others think about them and how they will
behave."”

The next two chapters consider these two challeng-
es (narrowing the agency gap and redressing polari-
zation) in more detail. It may seem that the current
context of turbulence around the world is not con-
ducive to meeting either challenge. Yet, as we move
deeper into the Anthropocene, we may already be
experiencing a major ecological discontinuity'’*
characterized by a shift from uncontrolled popula-
tion growth to controlled fertility (figure 4.5).7> The
transition to low fertility is complex and multifac-
eted and has recently been analysed from the per-
spective of cultural evolution (to consider factors
that demographers designate as ideation).”’® De-
terminants of this transition include innovations in
medicine and sanitation, empowerment of women,
advances in education, shifts in social norms about
the size of successful families, increasing attention to
population growth, consciousness of planetary chal-
lenges and many other potential factors, all of them
expressions at least in part of cultural factors."”” Rec-
ognizing that we are in the new planetary context of
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the Anthropocene and in a novel ecological phase
suggests a possibilist agenda: not optimism or pessi-
mism but the possibility of consciously managing the
self-inflicted problems that we are confronting on a
global scale.””® The provision of global public goods,
which depends only on us, would be a way of acting
on that possibilist agenda.
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SPOTLIGHT 441

A technology-centred approach to climate change negotiations

Scott Barrett, Columbia University and London School of Economics

The world has been trying to limit climate change for
more than 30 years. The first agreement, the United
Nations Framework Convention on Climate Change
(UNFCCC), was adopted in 1992. Under this frame-
work, parties agree to cooperate to limit concentra-
tions of greenhouse gases in the atmosphere to a level
that would avoid “dangerous” climate change. Every
country is a party to this agreement. All countries
agree that they need to cooperate.

Since then, two other treaties have been adopted.
The Kyoto Protocol of 1998 set binding emissions
limits for Annex I countries! for 2008-2012, but these
could not be enforced. The United States declined to
participate. Canada participated initially but took no
steps to meet its emissions limits and later withdrew
in order to avoid a legal obligation to comply. In 2009
countries met in Copenhagen to broaden and deepen
the Kyoto Protocol. More countries were expected to
be bound by emissions limits, and previously negoti-
ated emissions limits were to be tightened. Howev-
er, countries were unable to agree on how to do this.
Instead, they pivoted. First, they put a number on
the UNFCCC'’s goal of avoiding dangerous climate
change, specifying a 2°C target for mean global tem-
perature rise. Second, they asked parties to pledge
contributions towards meeting this common goal.
Ultimately, this approach was codified in the Paris
Agreement of 2015. That treaty strengthened the pre-
vious goal: countries are now to hold “the increase
in the global average temperature to well below 2°C
above preindustrial levels and [to pursue] efforts to
limit the temperature increase to 1.5°C.” The Paris
Agreement also situated pledges in the context of
naming and shaming, to encourage greater ambition.
Unlike the Kyoto Protocol, all countries participate in
the Paris Agreement. However, also unlike the Kyoto
Protocol, pledge-making and achievement of pledges
are explicitly voluntary.

Where has this approach gotten us? Concentra-
tions of carbon dioxide have risen every year since

negotiations began. More carbon dioxide has been
emitted since the UNFCCC was adopted than in
the previous 250 years. Carbon dioxide emissions
reached an all-time high in 2022. The world is not on
course to meet the goal countries have said they must
meet.

Why? No phenomenon of this complexity has a
single explanation, but one stands out, and it is sur-
prisingly simple: countries are caught in a prisoner’s
dilemma. All countries recognize that they would all
be better off if they all reduced their emissions, even-
tually to net zero. But each country fears that doing
this would put its economy at risk. Each might be will-
ing to reduce its emissions substantially if assured
that others will reduce their emissions substantially
and thus avoid dangerous climate change. However,
when contributions cannot be enforced or are volun-
tary, this assurance eludes every country. The prob-
lem is not that every country does nothing; it is that
every country does too little.?

How to do better? It is instructive to consider some
things that have gone well.

Successes

One success is the 99 percent drop in the price of
solar photovoltaic cells since 1976. Public and pri-
vate research and development account for 59 per-
cent of the drop, economies of scale for 22 percent
and learning by doing for 7 percent.® Research and
development were particularly important early in the
process; economies of scale became important later.
The history of solar research and development can be
traced from the first solar cell developed at Bell Labs
in the United States in 1954 to further developments
spurred by the Space Race; the US response (begin-
ning with President Richard Nixon’s Project Inde-
pendence, a programme to make the United States
energy independent by 1980) and Japan’s response
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(especially its Sunshine Program) to the energy crises
of the 1970s; research in Australia in the 1980s; and
the solar boom in Germany in the 2000s, helped by
generous feed-in tariffs.* It took the combined efforts
of multiple countries to get to today’s situation, where
costs are so low that, according to the International
Energy Agency, solar photovoltaics are “becoming
the lowest-cost option for electricity generation in
most of the world.”?

Another success is the decline in the price of lith-
ium-ion batteries. Since commercialization began in
1991, the cost of this form of energy storage has fallen
97 percent. Public and private research and develop-
ment account for 54 percent of the drop, economies
of scale for 30 percent and learning by doing for 2 per-
cent.® Most of these activities have been undertaken
by the electronics industry (mobile phones, notebook
computers, power tools and so on).” Advances in this
technology, combined with policies to promote de-
mand, have propelled a rapid increase in electric ve-
hicle sales, particularly in China, the European Union
and the United States. Globally, lithium-ion battery
demand for electric vehicles increased 65 percent be-
tween 2021 and 2022.% Thanks to this technology, an
increasing number of countries and vehicle manufac-
turers plan to phase out sales of internal combustion
engines by 2035.

These developments (and others, such as the fall-
ing costs of wind turbines and light-emitting diode
bulbs) took place outside the UNFCCC process and
arguably had little to do with the climate negotia-
tions. Negotiators have asked countries to reduce
their emissions, an approach that falls into the trap of
the prisoner’s dilemma. Had countries focused more
on changing the economics of new technologies,
the outcome might have been different. Rather than
ask countries to reduce their use of fossil fuels, why
not focus on making alternative fuel sources cheap-
er than fossil fuels? Doing this practically guaran-
tees the global spread of new technologies, reducing
emissions everywhere.

Tipping

Solar photovoltaics and battery-powered electric ve-
hicles have spread (so far) without the help of a treaty.
They are examples of cascade effects.” Once enough

research and development have been undertaken to
encourage uptake of a technology by one country,
that country’s production lowers costs for all, main-
ly through economies of scale, encouraging uptake by
other countries. Their uptake in turn lowers costs fur-
ther, encouraging even more countries to adopt the
technology, and so on. Cascades generate positive
feedback.

In some cases a single country may be unable to
kick-start a cascade, but a critical mass of countries
may be able exert the “big push” required for tip-
ping. Network externalities often drive universal
adoption. An example is ocean shipping of oil. His-
torically, most oil pollution in the seas resulted from
the way oil was transported. After completing an oil
delivery, a tanker would take on ballast water for the
return journey. Before picking up its next load, the
tanker would release its ballast water, mixed with oil
residue, into the sea. This process, repeated over and
over, was a major source of ocean pollution. To limit
this pollution, the 1954 International Convention for
the Prevention of Pollution of the Seas by Oil (OIL-
POL) required tankers to limit their release of ballast
water to an area at least 50 miles from shore. Being a
prisoner’s dilemma, however, OILPOL like the Kyoto
Protocol, was difficult to enforce.

In the 1970s a different approach was tried. The
International Convention for the Prevention of Pol-
lution from Ships (MARPOL) required that oil tank-
ers separate the tanks that hold oil from the tanks
that hold ballast water, necessitating tanker redesign.
MARPOL'’s approach was more costly than OILPOL
but easier to enforce.’® Once enough ports denied
entry to tankers of the old design, more tanker op-
erators met the new standard, and as more tankers
met the new standard, more ports allowed entry only
to tankers that met the new standard to protect their
coastlines. In this situation there was a tipping point
for participation that guaranteed universal adher-
ence." Intuitively, the tipping point would need to be
atleast 50 percent of all shipping, and in practice, this
turned out to be the threshold adopted for entry into
force of the agreement mandating the new technolo-
gy standard. According to the International Maritime
Organization, “MARPOL has greatly contributed to
a significant decrease in pollution from international
shipping and applies to 99% of the world’s merchant
tonnage.”*
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The Kyoto Protocol wisely exempted emissions
from international aviation and shipping, believing
that these sources ought to be controlled through the
International Civil Aviation Organization and the In-
ternational Maritime Organization. These are essen-
tially standards organizations, the appropriate bodies
to negotiate emission reductions in their spheres of
influence. By focusing on standards rather than emis-
sions limits (which are, in any event, difficult to as-
sign to individual countries), these organizations can
stimulate positive feedback, causing a new standard
to tip.

Suppose that the best alternative to bunker fuel
turned out to be green ammonia, a fuel produced by
combining nitrogen extracted from the air with hy-
drogen extracted from water, both processes powered
by renewable energy. How to proceed? Ammonia
would likely cost several times as much as heavy fuel
oil. A switch to ammonia would also present techni-
cal challenges. It would require new engines, new on-
board storage tanks (necessitating new ship designs)
and new port facilities: in short, a new technology-
fuel standard. A switch to ammonia clearly would not
happen one country at a time. Vessel owners would
not want to run their ships on ammonia unless a net-
work of refuelling infrastructure were available, just
as no country would want to build an ammonia fuel
network unless assured that lots of ships would run
on ammonia. Lock-in would be a barrier to switching
if only one or a small number of countries switched.
But as more ports switched to ammonia, more ship
owners would want their vessels to run on ammo-
nia, and as more ships ran on ammonia, more ports
would want to switch. Tipping of a standard for
green ammonia would resemble the experience with
MARPOL.

Mission Innovation, a coalition of 22 countries
working outside the UNFCCC process, has a plan
to reduce emissions in shipping that obeys the logic
sketched out above. A first goal is to undertake re-
search and development to identify the best alterna-
tive to heavy fuel oil. A second goal is to facilitate the
spread of this new technology-fuel standard. Again,
suppose that the research and development under-
taken in the first stage revealed ammonia to be the
“winner.” How to achieve the second goal of ensur-
ing global spread of the new standard? Mission Inno-
vation would aim to establish a fleet of at least 200

ships able to run on the new fuel; to build a “global
port infrastructure to support vessels operating on ze-
ro-emission fuels so that by 2030, 10 large trade ports
covering at least three continents supply zero-emis-
sion fuels”;? and, finally, to scale up production of
the new fuel so that it supplied at least 5 percent of
the total market. It is unlikely that 200 ships, 10 large
ports and a 5 percent share of the fuel market would
suffice to tip the global market, but at least this initi-
ative sees the logic of needing to change the system.
Changing the system is the essence of a strategy that
seeks to transform the prisoner’s dilemma into a tip-
ping game. Once critical mass gets past the tipping
point, such an approach generates positive feedback,
leading to a global switch, as we saw with MARPOL.

Trade

The approach pursued by the UNFCCC, focusing on
emissions reductions, generates negative feedback. If
one country (or group of countries) reduces its emis-
sions unilaterally, comparative advantage in green-
house gas-intensive sectors shifts to other countries,
causing their emissions to increase—a phenomenon
known as trade leakage. Also, if the emissions reduc-
tions are achieved by lowering fossil fuel use, global
prices for these fuels will fall, causing other countries
to increase their consumption and, thus, emissions.
This negative feedback intensifies the incentive to
free ride, which is inherent in the prisoner’s dilemma.

Because of these trade-related concerns, domes-
tic climate policies often exclude greenhouse gas-
intensive industries from having to reduce their
emissions—undermining unilateral efforts to reduce
emissions. The European Union is planning to ex-
tend its emissions trading arrangements to previous-
ly protected industries in order to reduce emissions
further. However, due to concerns about leakage, it
is planning to replace the exclusions with industry-
specific carbon border adjustment mechanisms—a
move that may stimulate conflict. As happened pre-
viously when the European Union tried to extend its
emissions trading system to international aviation,
other powerful states may retaliate. Also, developing
countries may protest that, by treating domestic pro-
duction and imports alike in terms of emissions, bor-
der tax adjustments violate the principle of common
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but differentiated responsibilities enshrined in the
UNFCCC. Finally, correcting for leakage will not cor-
rect for free riding.

However, linking climate agreements to trade co-
operation can help prevent free riding—and, in the
process, prevent leakage. Trade agreements are eas-
ier to enforce than climate agreements. This is be-
cause trade is bilateral, whereas emissions reductions
are a global public good. If a country violates a trade
agreement, the countries harmed by the reduction
in trade have a strong—almost built-in—incentive to
retaliate. The fear of retaliation motivates countries
to abide by their trade agreements. By contrast, if a
country emits more than allowed by a climate treaty,
other parties to the agreement harm only themselves
by reciprocating—and so will not retaliate. Because
trade agreements are easier to enforce, linking trade
cooperation to cooperation in supplying a global pub-
lic good may overcome free riding incentives.”

The prime example is the Montreal Protocol, which
protects the stratospheric ozone layer. The treaty
bans trade between parties and nonparties in chloro-
fluorocarbons (CFCs) and products containing CFCs
and works as follows. If no other countries participat-
ed in the agreement, no country would want to par-
ticipate because doing so would mean losing all gains
from trade in CFCs in addition to losing out from
free riding. However, if all other countries participat-
ed, any country would want to participate so long as
the gains from trading with the rest of the world ex-
ceeded the gains from free riding. Intuitively, every
country would have an incentive to participate pro-
vided enough others participated. Trade measures
thus imply the same kind of tipping point as with
MARPOL—a result that makes sense when consider-
ing that denying a vessel access to a port is equivalent
to a trade ban. Thanks partly to the trade measure,
the Montreal Protocol has been remarkably effective,
preventing both leakage and free riding.!¢

In Kigali in 2016, the Montreal Protocol was
amended to control hydrofluorocarbons (HFCs), a
cousin of CFCs. Since HFCs are a powerful green-
house gas and do not deplete the ozone layer, the
Kigali Amendment is a climate treaty negotiated
outside the UNFCCC process. Further, because Ki-
gali incorporates the same trade measure as the
Montreal Protocol, it represents the first climate
treaty to incorporate a trade measure. The Kyoto
Protocol was unable to control HFCs, but the Kiga-
li Amendment will very likely do so, especially after
its trade measure enters into force in 2029. Also, un-
like unilateral policies to control for trade leakage,
the Kigali Amendment incorporates a side payment
mechanism to cover the incremental costs of devel-
oping countries’ compliance with the treaty’s control
measures. The Kigali Amendment promotes coop-
eration in the same spirit as the UNFCCC, only by a
different means.

Way forward

For all its efforts the UNFCCC approach to limit-
ing climate change has so far fallen short of achiev-
ing its goals. Fortunately, the Paris Agreement can
be complemented by other agreements aimed at re-
ducing emissions in particular sectors. Indeed, this
has already happened. The Kigali Amendment was
adopted less than a year after the Paris Agreement.
Other developments, including the falling prices of
solar photovoltaics and lithium-ion batteries and the
aspirations of Mission Innovation, hint that more
progress is possible. The key feature shared by all
these efforts is their focus on interventions (techni-
cal standards, research and development, and trade
measures) that can transform systems by achieving
critical mass.” Surely, many more such possibilities
remain to be discovered.

NOTES

Annex | countries include the industrialized countries that were members
of the Organisation for Economic Co-operation and Development in 1992,
plus countries with economies in transition, including the Russian Federa-
tion, the Baltic states and several Central and Eastern European states.

See Barrett and Dannenberg (2016) for a laboratory experiment of the Par-
is Agreement showing that the process of “pledge and review” changes
what players say (meaning their collective target and individual pledges)

but not what they do (meaning their actual contributions to achieving their
pledges and target).
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SPOTLIGHT 4.2

Caution in the use of behavioural insights is associ-
ated with challenges in replicating some findings.!
Such concerns follow on the crisis of replicability
that affected some psychology research in the 2010s,
when several high-profile findings that garnered
media and policy attention failed to be replicated in
subsequent attempts.? In particular, studies over the
past 20 years based on experiments failed to repli-
cate at higher rates than nonexperimental studies.?
A recent review found that only two-thirds of so-
cial science experiments reported in two top jour-
nals were replicated, and the average effect size was
about half of that reported in the original studies.*
One of the signature nudge interventions—making
organ donations the default—failed to replicate and
could even be counterproductive.® Several efforts
have documented not only failures to replicate but
also potential scientific misconduct.® Learning from
these challenges, there is awareness that behavioural
science will likely evolve to deliver more robust find-
ings, be more cautious on claims based on statistical

Using insights from behavioural science: Watch out!

inference and address issues of more direct policy
relevance.’

But insights from behavioural science confront an-
other challenge. Given the proliferation of cognitive
biases identified in the literature, even if findings are
robust, it is challenging for interventions to address
them all or to ensure that addressing one bias does not
exacerbate some other bias. The cognitive bias codex
(figure S4.2.1) may appear as little more than “a trove of
plausible ad hoc modifications to rational choice mod-
els.”® This challenge has motivated efforts to find a set
of restricted causal mechanisms that could account for
a large set of cognitive biases.” A better understanding
of cognitive processes (and the limits of human cogni-
tion)'® has inspired hypotheses about mechanisms that
could account for several cognitive biases.! These in-
clude cognitive uncertainty’? or an understanding of
how people estimate probabilities through the selective
recall of memories.” But even theories that held togeth-
er different biases that have received strong empirical
support!* sometimes fail to be replicated.
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Figure S4.21 The identification of 180 cognitive biases makes it hard to derive insights about how to change behaviour
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SPOTLIGHT 4.3

Cultural evolution and development policy

Joseph Henrich, Harvard University, Departments of Human Evolutionary Biology and Psychology,

Harvard’s Kennedy School

All approaches to policy design and economic devel-
opment require assumptions about human nature,
though these are often implicit, typically smuggled
in without notice.! By attending closely to human
evolutionary biology, the new interdisciplinary field
of Cultural Evolution (CE) offers fresh insights into
human behaviour, cultural differences, psychological
changes, institutional effectiveness, technological in-
novation and economic outcomes.? Because of'its his-
torical and comparative approach, CE has explored
a broad range of social phenomena, including reli-
gions,® witchcraft beliefs,* kinship systems,® collec-
tive rituals® and gender inequalities,” and considered
their links to various economic, political, demograph-
ic, social and health outcomes.

Drawing on CE research, I shine a spotlight on the
nature of human cooperation, the coevolution of in-
stitutions and cultural psychologies and the impact of
shocks on people’s psychology. Like economics, CE is
built on a large body of formal mathematical models
that act as mental prostheses for thinking about the
learning and decisionmaking processes that under-
pin behaviour and how these give rise to sociolog-
ical phenomena such as social norms, institutions,
large-scale cooperation and ethnic groups.® Howev-
er, unlike economics, CE is founded on evolutionar-
ily plausible and empirically grounded assumptions
about how humans actually learn and adapt rather
than on notions of rational choice rooted in free-float-
ing philosophical assertions.

New evolutionary foundations

Taking an evolutionary perspective, CE theorists
begin by asking a set of deep questions about our spe-
cies. What kind of animal are we? What is the secret
of our species’ success? How are we different from
other animals?

Decades of research point to a set of answers, but
they are not the ones many people assume. Much
of our nature is nurture, but nurture from selected
members of our communities and peers as well as our
families. We are a cultural species that has evolved
genetically to rapidly, efficiently and often uncon-
sciously acquire beliefs, ideas, heuristics, percep-
tions, motivations and much more from those around
us.’ Our life histories—gestation, infancy, childhood
and so on—have evolved to permit us to adaptive-
ly calibrate aspects of our psychology, including our
attention, preferences and perceptions, to the worlds
we confront. Indeed, a growing body of research
shows how, beginning in our first year of life, humans
seem exquisitely well attuned to selectively attending
to and learning from the people most likely to possess
useful or adaptive information, often relying on cues
of competence, skill, success and prestige to target
our learning efforts.’® We also assiduously attend to
certain domains, such as those related to food, sex,
reputation, animals, plants and social groups, and
process these different domains in distinct ways.!

Over generations these selective learning process-
es and content filters generate, often without anyone
realizing it, increasingly adaptive cultural packages of
tools, know-how, beliefs, motivations and more. We
have depended on the useful products of such cul-
tural processes for so long that we have genetically
evolved to rely on what we acquire from other people
—culture—over our own experience or instincts.
Many cultural products and practices, including our
institutions, may appear “rational” but instead ac-
tually emerged through cultural evolution, often
without anyone evaluating the costs and benefits of
alternative options or even understanding how and
why particular practices, institutions or heuristics
emerged. Of course, our evolved learning abilities—
like our instinctual tastes for fat, salt and sugar—can
produce extravagant maladaptations, which include
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deeply held commitments and beliefs that deviate
wildly from reality. But that is the cost of being a cul-
tural species.

In applying this approach to understanding human
cooperation, researchers have focused on how cultur-
al learning, operating within groups and over time,
gives rise to social norms. Social norms are widely
shared behavioural patterns typically sustained by
reputational effects, punishment, signalling or other
mechanisms that can incentivize individually cost-
ly behaviours or practices. Norms emerge spontane-
ously once people can learn both focal behaviours
(such as sharing food) and the standards for judging
others (for example, nonsharers are “bad”). Around
the world both ethnography and experiments suggest
that the social norms spread by cultural evolution
may explain many widespread patterns of cooper-
ative behaviour, from food sharing among hunt-
er-gatherers to voluntary blood donations in modern
urban centres.!? Because humans have had to nav-
igate social landscapes shaped by social norms for
eons, we have genetically evolved a norm psychology
that primes us to readily learn social rules, internalize
these rules as behavioural heuristics or motivational
preferences and react negatively to norm violators.
Norm internalization may be a key aspect of what
makes us behave fairly and altruistically in normative
contexts."

Behavioural economists stumbled upon these in-
ternalized normative motivations when they began
conducting economic experiments such as the
prisoner’s dilemma or ultimatum game. And, of
course, anthropologists established decades ago that
game-related behaviours, driven by particular pref-
erences or heuristics, are culturally transmitted™ and
vary predictably across human societies in ways pat-
terned by cultural evolution.”

Rather than assuming institutions as if they de-
scended from on high or were hammered out by ra-
tional actors in some Lockean social contract,'® CE
offers a natural way to theorize and understand the
origins of institutions from the ground up. It propos-
es that informal institutions represent interlocking
sets of social norms. Marriage institutions, for exam-
ple, are formed by norms that specify such things as
who pays whom to form the union (such as brideprice
or dowry), where the couple lives after marriage (for
example, with the groom’s family) and how many

spouses one can have at the same time (polygyny ver-
sus monogamy).” Formal institutions emerge when
some of the norms or rules in a more comprehensive
package are written down. This is part of the reason
that formal institutions cannot be readily replicated
by simply agreeing to follow the written elements of
the institutions—many of the key constituents of any
real institution are not written down.

The oldest institution

Crucially, there is much more to human nature than
simply our cultural learning abilities and our norm
psychology. To see this, consider the oldest and most
fundamental of human institutions—the family, or
what anthropologists call kinship systems. These
packages of social norms variously harness, extend or
suppress aspects of our innate kin psychology.!® Like
other species, our kin psychology includes instincts
for helping close relatives, avoiding inbreeding (such
as sex with siblings) and sustaining pair-bonds. Cul-
tural evolution exploits these aspects of our evolved
psychology to build various social organizations or
networks, including clans, kindreds, extended fam-
ilies and lineages, using norms that specify accept-
able marriage partners (incest taboos), inheritance
rules (of resources, leadership positions and identi-
ty), communal ownership, postmarital residence and
shared culpability for crimes (termed corporate re-
sponsibility). By variously strengthening, weakening
or modifying various kin bonds, cultural evolution
can forge either corporate collectives capable of high
levels of cooperation or sprawling social networks
that offer people refuge when disasters strike.'

Historically, after the origins of food production
more than 10,000 years ago, competition among
groups with varying social norms drove changes in
kin-based institutions that fostered intensive, tight-
ly knit cooperative networks and larger scale coop-
eration. The shifts to polygynous clans and lineages
during this period, particularly those based on pat-
rilineal lines of descent, were so profound that they
can be seen in the genome in the massive reduction
in Y chromosome diversity after the emergence of ag-
riculture but before the rise of states.®

To illustrate the power of kinship, consider a specif-
ic custom, the social norms specifying that adults can
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have only one spouse at a time—normative monog-
amy. Most societies throughout human history—85
percent by some estimates—have permitted high-sta-
tus men to take multiple wives.?! Even in otherwise
highly egalitarian hunter-gatherer societies, the most
prestigious hunters, warriors, storytellers and sha-
mans often took three to five wives. To explore why
monogamous marriage emerged and spread in soci-
eties where massive wealth differences among men
persist, cultural evolutionists have pointed out that
polygynous marriage generates societal-level costs:
it tends to create a large pool of low-status men who
have little opportunity or access to the marriage and
mating market. Faced with ending up as evolution-
ary zeroes, unless they can catapult themselves up
a steep status hierarchy, men become more likely
to take risks that result in crime, raiding, violence
and rape.

Monogamous marriage, by contrast, creates a more
equitable distribution of wives and children across
the male status hierarchy, effectively draining the
pool of low-status bachelors and, instead, enlisting
them in an army of husbands and fathers, giving them
a stake in the future. Interestingly, while in monoga-
mous societies both marriage and fatherhood are as-
sociated with declines in men’s testosterone levels,
the same is not true of men in polygynous societies.
Indeed, several lines of evidence suggest that, at least
under some conditions, reducing polygynous mar-
riage influences crime, domestic violence and gender
inequality. The adoption of monogamous marriage
is a fascinating case because it runs directly contrary
to the interests of elite and powerful men, who usu-
ally have a disproportionate influence on laws and
policy.?

Across traditional kinship practices, including
norms related to polygyny, cousin marriage, inher-
itance and residence, ample evidence demonstrates
the impact of kin-based institutions on important
outcomes, including economic prosperity, trust, civic
participation, innovation, corruption, child health,
gender inequality, education investments and the
effectiveness of democratic institutions. Duman
Bahrami-Rad and colleagues, for example, show
that measures of traditional kinship intensity pre-
dict global measures of economic prosperity based
on nighttime satellite luminosity.?® Indeed, focus-
ing only within countries, their analyses show that

crossing from an ethnic group with high kinship in-
tensity (polygynous clans) into an ethnic group with
low kinship intensity (monogamous nuclear fami-
lies) corresponds to a substantial rise in luminosity/
prosperity.

Of course, while kin-based institutions are noto-
riously resilient, policies can and have altered key
social norms and changed how these institutions
operate.?* For example, using historical data for the
United States, Ghosh, Hwang and Squires (2023)
show how state laws prohibiting cousin marriage re-
sulted in faster urbanization and more rapid income
growth.? Similarly, illustrating potential pitfalls, a
study of India shows how legal changes in 2005 that
gave women equal inheritance rights caused a rise in
arranged marriages to patrilineal cousins, which in
turn resulted in a decline in both gender equality and
women entering the labour market. In both cases the
social and economic effects were inadvertent, though
probably desirable to policymakers in the former case
but undesirable in the latter.?

The study of kin-based institutions illustrates two
important features of cultural evolution. First, un-
derstanding these institutions offers a clear example
of why it is crucial to theorize about human nature—
without such a framework it is difficult to fathom why
people care so much about close relatives, why tes-
tosterone responds to the local mating environment
(monogamy or polygyny) and why people internalize
social norms (where do fairness preferences come
from?). Concepts such as norms and institutions are
not assumed into existence but instead are under-
stood as arising through clearly defined evolutionary
processes.

Second, cultural evolution shows how institutions
can emerge without conscious social contracts or ra-
tional choice but still operate in functional ways, serv-
ing the interests of society or particular subgroups.?”
Indeed, like the proverbial fish that does not know it
lives in water, most people do not understand how
our institutions work. Normative monogamy offers an
example of an institution that, operating over genera-
tions, dramatically influences societal social dynamics
and important outcomes. Yet most people, including
policymakers and legal scholars, do not recognize
why or how it works or even realize that it “does” an-
ything.?® Here, cultural evolution offers a founda-
tional understanding of kin-based institutions that
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highlights an array of potential policy levers as well as
potential pitfalls that typically go unrecognized.

Markets, religion and intergroup competition

To understand the evolution of larger scale cooper-
ation above the kin group, cultural evolution offers
a multilevel perspective—supported by an armoury
of formal models*—that analyses the impact of in-
tergroup competition and conflict. The approach re-
veals how intense cooperation among smaller groups
within societies, such as families, villages and ethnic
groups, can undermine cooperation at higher lev-
els such as in kingdoms, states and empires.*®* When
smaller groups within societies command too much
solidarity and loyalty, it gets harder to motivate peo-
ple to pay taxes, fight wars, build canals and so on.
This multilevel evolutionary perspective permits
researchers to spot the fault lines where morality
breaks down, cooperation plummets and conflict be-
gins. This approach also underlines the challenges to
achieving global-level cooperation.™

Beyond kin-based institutions, the social norms,
beliefs and motivations that drive large-scale cooper-
ation are influenced by many factors, including mar-
ket institutions, religions and domesticated forms of
intergroup competition. Focusing on markets, several
lines of evidence indicate that greater market integra-
tion is associated with greater impersonal prosocial-
ity, including greater trust, fairness and cooperation
with anonymous others. The idea, which traces back
to the Enlightenment, proposes that by engaging with
markets, people acquire and internalize norms that
foster reciprocal and mutually beneficial transactions
with strangers.*? For example, using a global database
of folktales, Enke shows that greater market integra-
tion is associated with greater moral universalism
and trust in strangers, as captured by people’s tradi-
tional stories.*® Similarly, behavioural experiments in
Ethiopia show that communities of Bale Oromo that
are located closer to markets are more cooperative
with anonymous others and consequently are better
able to sustainably manage local forests.>*

Cultural evolutionists have long argued that in-
tergroup competition, operating over thousands of
years, has shaped religions and rituals in ways that
expand the sphere of cooperation and exchange,

fostering the scaling up of human societies. Empiri-
cally, cultural evolution has explored the impact of
different religions on family organization (kinship
intensity), aspects of moral psychology, cooperation
among strangers and economic outcomes.*® For ex-
ample, using both economic experiments and sur-
veys, several studies show how stronger beliefs in
powerful moralizing gods or universal karmic forces
foster greater cooperation and fairness with anony-
mous others. This finding is particularly striking on
realizing that a belief in such deities is not found in
most human societies and emerged only during the
last few thousand years. Similarly, global variation in
people’s commitment to world religions is correlated
with key economic preferences, including general-
ized trust, altruism towards strangers and reciproc-
ity with anonymous others.?* Such psychological
patterns converge with older research linking eco-
nomic growth to religious beliefs about the afterlife.
Finally, cultural evolution has also domesticat-
ed forms of intergroup competition within societies
that galvanize higher trust and cooperation among
strangers against the corrosive effects of self-interest,
nepotism and cronyism. Cultural evolutionary theo-
ry suggests that competition among groups demands
cooperation, resulting in the spread of motivations
and practices that increase cooperation. Testing this
idea, Francois and colleagues exploited a natural ex-
periment in which changes in banking regulations in-
creased competition among firms, mostly during the
1970s and 1980s.38 They show that this policy change
increased competition, which in turn drove trust grad-
ually upward over many years. Supplementing this,
the study used panel data for Germany to show that
trust rose when individuals moved to a more compet-
itive sector of the economy and declined when they
moved to a less competitive sector. In the lab the team
confirmed that increasing intergroup competition in-
creased both people’s willingness to cooperate with
strangers and their inclination to state that “most peo-
ple can be trusted” on the generalized trust question.

Thinking, feeling and perceiving

Because CE proposes that human brains evolved
genetically in worlds structured by changing insti-
tutions, languages and technologies, the field was
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primed to recognize, study and eventually explain
psychological differences across populations. Psy-
chologists and economists typically assume that
human minds are like digital computers—that the in-
formation-processing hardware is all fixed. However,
it is increasingly clear that human brains evolved to
ontogenetically adapt their information processing
to the challenges that individuals face while grow-
ing up and, to a lesser degree, over the course of their
lives. For example, recent work exploring the role
of paddy rice agriculture, irrigation, ploughs, pasto-
ralism, kin-based institutions and urbanization has
sought to explain the variation around the world in
moral psychology, conformity, holistic thinking, in-
group loyalty, normative tightness, nepotism, hon-
our motivations, individualism, personality structure
and impersonal prosociality (trust in strangers).® It
is not just that different institutions create different
incentives—as many economists have assumed—it
is that people who grow up in different places come
to process information differently. That is, they per-
ceive, reason, feel and think differently.*°

Such psychological variation implies that identical
policies, laws and institutions will often have differ-
ent outcomes due to underlying psychological differ-
ences. For example, in a field experiment conducted
in Ghana, India and the Philippines, researchers ran-
domly assigned workers to be paid using an individu-
al piece rate, where they were paid according to how
much they alone produced; a group piece rate, where
they were paid according to the average productivity
of their small working group; or a daily wage, where
they were paid independent of their productivity.

Strikingly, the most profitable policy depended on
the population. In the most individualistic country in
this trio, India, both the individual and group piece
rates generated roughly a 20 percent increase in av-
erage performance, which is about what would be
found in the United States using an individual piece
rate. In the Philippines the performance-enhancing
effects of paying an individual piece rate were only
about 10 percent (half that of India), but the effect
of the group piece rate was not any better than sim-
ply paying a daily wage. In Ghana neither piece rate
scheme generated any improvement in performance
over the simple daily wage. The performance-en-
hancing policy depends on the cultural psychology
that people bring into the labour market.

Indeed, using data from 11,702 firms around the
world, analyses show that firms in more individualis-
tic populations are more likely to rely on performance
pay. Here, what might look like a failure to adopt the
most effective management practices (that is, not
using performance pay) might instead represent an
appropriate calibration to the local cultural psychol-
ogy. Such results, and numerous others, suggest that
many insights from standard economic models are
most applicable to societies with particular cultural
psychologies.*! CE offers an overarching framework
for thinking about human behaviour, psychology and
decisionmaking that seats individuals within their
historical and cultural contexts, effectively organ-
izing and explaining the potpourri of (mostly) cul-
turally evolved heuristics and biases identified by
behavioural scientists.

Wars, hurricanes, earthquakes,
epidemics and other shocks

Recognizing the central importance of shocks ranging
from volcanic eruptions and plagues to wars and hurri-
canes, cultural evolutionists have examined how such
events affect people’s psychology and shape cultur-
al change. A growing body of research demonstrates
that shocks can powerfully affect people’s sociality—
bonding them more closely to their communities while
also tightening their commitments to social norms.
Using a variety of natural experiments, surveys, eco-
nomic games, psychological measures (from text
analysis) and naturalistic observations, researchers
have shown that shocks strengthen cooperation within
local groups, tighten social norms of all kinds, increase
people’s religious commitments and, perhaps oddly,
shift them away from a universalistic morality. In Sier-
ra Leone, for example, those most affected by the civil
war, which had ended a decade prior, were more coop-
erative with their local ingroups and more religious but
less inclined to cooperate with distant strangers.*?
This is important because climate shocks shape
morality and cooperation in ways that seem poor-
ly suited to achieving the kind of global cooperation
necessary to tackle problems such as climate change.
To foster such large-scale cooperation, cultural evo-
lution suggests there may be ways to scale up some of
the processes that have galvanized cooperation over
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the past 10 millennia. First, intergroup competition,
whether among firms or countries, can be harnessed
in more benign ways to increase cooperation.* Sec-
ond, our evolved psychology of interdependence and
ethnic psychologies can be tapped to create a pan-hu-
man sense of connection and a global identity that
expands the moral sphere.** Third, given our pow-
erful inclination to copy the most successful and de-
termined prestigious nations, groups and individuals

can foster greater cooperation by leading with costly
prosocial acts that demonstrate the commitments
they are seeking from others, not by waiting to see if
others will cooperate.*

To conclude, equipped with a theoretically rich
conception of human nature, the rapidly growing
field of CE offers many new perspectives and ap-
proaches on how to think about and study cultural
change, economic development and social policy.
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SPOTLIGHT 4.4

The role of trust and norms in tax compliance in Africa

Odd-Helge Fjeldstad and Ingrid Hoem Sjursen, Chr. Michelsen Institute, Norway

The tax system is a key formal institution with a
unique role in the social contract between people
and governments, as an essential source of revenue
for governments to fund public services and pro-
grammes that benefit the community. It also provides
an important entry point to explore how people en-
gage with institutions across different contexts and
the role of culture, beliefs, norms and perceptions in
determining issues such as compliance with policies.
This spotlight synthesizes findings from recent re-
search on determinants of tax compliance and eva-
sion, with a focus on developing countries.

Mobilizing domestic revenue is crucial for develop-
ing countries to achieve the Sustainable Development
Goals. However, tax evasion is a major challenge in
many countries. Research and policymakers have
generally focused on law-based compliance and the
role of formal rules and institutions such as audits
and penalties to reduce tax evasion—often referred
to as enforced compliance.! More recently, voluntary
compliance’—informal norms and beliefs motivating
taxpayers’ compliance, particularly trust and norms—
have received more attention.® Voluntary compli-
ance is likely to be particularly important in countries
where enforcement capacity is weak.* This spotlight
starts with a short theoretical background on how
a deeper understanding of trust and norms can en-
hance our understanding of voluntary compliance. It
then examines how these factors vary across different
contexts, taxpayers and tax bases and how these var-
iations affect voluntary compliance. The last section
discusses policy implications.

Deeper knowledge of trust and norms can
enhance our understanding of tax compliance

Trust (a person’s belief that another person or insti-
tution will act consistently with their expectations
of positive behaviour)® fosters social and economic

progress.® Theoretical work emphasizes the impor-
tance of trust in the government and in the tax ad-
ministration, as well as for voluntary tax compliance.
Kirchler, Hoelzl and Wahl (2008) develop a theoret-
ical framework in which trust in tax authorities and
the power of authorities are the main determinants of
tax compliance, where trust fosters voluntary compli-
ance and power leads to enforced compliance. When
taxpayers trust the tax administration and perceive it
as benevolent and working beneficially for the com-
mon good, taxpayers may feel obliged to adhere to
decisions, policies and rules, even in the absence of
powerful administration and enforcement.” Prichard
and others (2019) develop a conceptual framework
for tax reform and compliance that highlights four
key drivers of trust: fairness (the tax system is fairly
designed and administered), equity (burdens are eq-
uitably distributed and everyone pays their share),
reciprocity (tax revenue is used for public goods and
services) and accountability (governments are ac-
countable to taxpayers). While fairness and equity are
features of the tax system, reciprocity and accounta-
bility relate to broader governance issues. The equity
dimension entails that in addition to trust in the tax
authority, trust in fellow citizens may be an important
determinant of tax compliance.

Both personal and social norms have been argued
to be important determinants of tax compliance (table
$4.4.1).2 Social norms may be important to tax compli-
ance because people care about how they are perceived
by others and the social sanctions and rewards associ-
ated with these perceptions® or because they want to
behave as others do. Importantly, personal and social
norms can be misaligned, and people may not always
act according to their own personal norms.!° Several
studies have identified the phenomenon of pluralistic
ignorance, a situation in which most group members
personally reject a norm but believe that most others
accept it."! When pluralistic ignorance exists, providing
information about the views of others has been shown
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Table S4.4.1 Types of norms and examples

Personal norm or

attitude

(Moral norm)

Social norm

(“a rule of behavior such that individuals prefer to conform to it on the condition that they believe that (a) most people in their reference
network conform to it (empirical expectation), and (b) they ought to conform to it (normative expectation)”; Bicchieri 2016, p. 35)

Descriptive norm
(Empirical expectation)

Injunctive norm
(Normative expectation)

What | believe is
the right thing to do

What | believe others do

What | believe most people think | should do

Source: Bicchieri 2016; Cialdini, Kallgren and Reno 1991.

to change both tax behaviour'? and behaviour in other
areas.” Thus, to understand taxpayer behaviouy, it is
important to identify and analyse the personal and so-
cial norms associated with tax compliance and to inves-
tigate the various factors that influence personal and
social norms. Differentiating between personal and so-
cial norms is a prerequisite for designing efficient pol-
icies to enhance desirable outcomes.* Empirically, a
large literature of field and lab experiments shows that
personal and social norms influence each other and
that both motivate behaviour but that social norms af-
fect behaviour more than personal norms do.

Trust and norms can vary across different
contexts and affect tax compliance

Tax compliance is challenging to measure because
individuals are typically trying to hide noncompliant
behaviour and attitudes.!® Empirical investigations of
determinants of voluntary compliance have common-
ly used survey questions from large databases, such as
Afrobarometer and the World Values Survey, asking
respondents about their views of whether not paying
tax is wrong and punishable/justifiable or whether the
tax authority has the right to make people pay taxes
(figure S4.4.1).” In all countries the average respond-
ent thinks that not paying taxes on income is at least
“wrong, but understandable” and is closer to agreeing
than disagreeing with the statement that the tax au-
thority always has the right to make people pay taxes—
but there is substantial variation across countries.
Studies based on such survey measures show that
within countries voluntary compliance is positively
correlated with a stronger feeling of national identi-
ty,!® trust in the tax authority'® and perceived fairness
in how the government treats the respondent’s own
ethnic group,* which according to the framework of

Prichard and others (2019) is an important driver of
trust. Furthermore, there is a positive correlation be-
tween voluntary compliance and the perceived so-
cial norm for tax compliance, as well as satisfaction
with provision of public services.” However, there are
also substantial differences in correlates of voluntary
compliance among Kenya, United Republic of Tanza-
nia, Uganda and South Africa.?? While these studies
provide interesting insights into correlates of volun-
tary compliance, they do not offer causal evidence or
explanations for the mechanisms through which the
determinants affect voluntary compliance.

The weight of history in shaping
trust and norms today

To better understand the causal mechanisms behind
variations in voluntary compliance, one strand of the
literature studies the effect of historical roots and cul-
tural heritage on voluntary tax compliance.? Cultural
heritage is passed on from one generation to the next
and coupled with the country or ethnic group of ori-
gin. And it is well documented that it can affect peo-
ple’s trust in others—for instance, trust in people from
the same ethnic group or (dis)trust in people from
other ethnic groups, as well as trust in public institu-
tions.?* For instance, evidence suggests that trust is
an important causal mechanism in the negative re-
lationship between economic development today in
parts of Africa and the slave trade: individuals who
belong to ethnic groups that were more exposed to
slave trade are less trusting in their relatives, neigh-
bours, others of the same ethnicity and local govern-
ment.? Moreover, the individual variation in trust
in public institutions and neighbourhood caused by
differential exposure to the slave trade also explains
variations in voluntary tax compliance in several

HUMAN DEVELOPMENT REPORT 2023/2024



Figure S4.4.1 Most people in African countries think that not paying taxes on income is at least “wrong, but
understandable” and are closer to agreeing than to disagreeing that the tax authority always has the right to make
people pay taxes

Not paying the taxes people owe The tax authority always has the right

on their income is... to make people pay taxes...
Mali Sierra Leone
Niger Malawi
Ghana Tunisia
Cameroon Lesotho
Sierra Leone Mali
Burundi Ghana
Liberia Niger
Eswatini (Kingdom of) Senegal
Senegal Liberia
South Africa Botswana
Tanzania (United Republic of) Zimbabwe
Guinea South Africa
Coéte d’'lvoire Kenya
Mauritius Namibia
Madagascar Uganda
Namibia Eswatini (Kingdom of)
Tunisia Zambia
Malawi Guinea
Zambia Cameroon
Botswana Gabon
Gabon Tanzania (United Republic of)
Egypt Burkina Faso
Kenya Burundi
Benin Madagascar
Togo Sao Tome and Principe
Morocco Mozambique
Lesotho Morocco
Burkina Faso Mauritius
Mozambique Egypt
Nigeria Coéte d’lvoire
Zimbabwe Nigeria
Uganda Sudan
Algeria Algeria
Sao Tome and Principe Togo
Sudan Benin
Cabo Verde Cabo Verde
I T T I T T T T
Not wrong at all Wrong, but Wrong Strongly Disagree Neither Agree Strongly
understandable  and punishable disagree agree agree

nor disagree

Note: The survey question for the left figure was “Please tell me whether the following is not wrong at all; wrong, but understandable; or wrong and punishable:
Not paying the taxes they owe on their income,” and the survey question for the right figure was “Please tell me whether you disagree or agree: The tax depart-
ment always has the right to make people pay taxes.”

Source: Based on the results of Afrobarometer Round 6, 2014/2015 (https://www.afrobarometer.org/, accessed 25 January 2024).

countries: more trusting individuals have a higher broader literature in institutional economics that his-
voluntary compliance.? tory can matter for present-day outcomes through
A study in Uganda finds that history also plays a the evolution and persistence of early institutions.?

role in that people in historically centralized parts
of Uganda have mistrust towards the central gov-

ernment and public institutions but may be willing How trust and norms inform
to follow rules and pay taxes when they live in a set- challenges with tax compliance
ting with higher interpersonal trust.”” Trust affects

voluntary tax compliance, and trust is affected by
group heterogeneity shaped by history. Thus, histor-
ical events and organization of societies continue to
shape present voluntary tax compliance through trust
and social norms. This finding relates to results in the

Opportunities for tax evasion by
self-employed individuals

Self-employed professionals have more opportuni-
ties than salaried workers to minimize their reported
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incomes—because more of their income is self-re-
ported as opposed to reported by a third party*—and
are more likely to take advantage of these oppor-
tunities.’® Opportunities for tax evasion may affect
people’s voluntary tax compliance. Research shows
that self-employed individuals have less favourable
views on taxes and the tax authorities than other tax-
payers.’! Tax evasion is also found to be high among
many self-employed individuals.*?

Taxing the rich: Noble objectives,
unrealistic expectations?

Some studies argue that “the weakness of taxes on the
wealthy not only affects revenue but also risks under-
mining broader trust in the tax system and weakening

priority of their citizens

the social contract.”® Thus, it is argued, “taxing the
wealthy more effectively is critical not only to increas-
ing revenue, but also to building trust in the tax system,
thereby unlocking more sustained political support for
taxation and the achievement of longer-term gains.”
However, redistribution through taxation is not a sali-
ent election issue in most African countries,* nor is it a
strong priority of their citizens.*® In most countries the
average response to the Afrobarometer survey question
on the amount of taxes that rich people are required to
pay is closer to “about the right amount” than to “too
little,” and while the average respondent in all coun-
tries is closer to agreeing than disagreeing with the
statement that rich people should be taxed at a higher
rate to help poor people, the support for the statement
is relatively weak in many countries (figure $4.4.2).

Figure S4.4.2 Redistribution through taxation is not a salient election issue in most African countries, nor is it a strong

Amount of taxes paid by rich people

It is fair to tax rich people at a higher tax rate

Eswatini (Kingdom of) Tunisia
Malawi Senegal
Uganda Gabon
Zambia Mauritius
Tanzania (United Republic of) Malawi
Mozambique Morocco
Ethiopia Ghana
Gambia Zambia
Guinea Kenya
Lesotho Mali
Zimbabwe Cote d’'lvoire
Benin Burkina Faso
South Africa Cameroon
Cabo Verde Cabo Verde
Togo Ethiopia
Sudan Tanzania (United Republic of)
Burkina Faso South Africa
Cameroon Togo
Niger Guinea
Namibia Nigeria
Mali Uganda
Cote d’lvoire Botswana
Botswana Lesotho
Angola Mozambique
Sierra Leone Benin
Kenya Sierra Leone
Ghana Eswatini (Kingdom of)
Nigeria Namibia
Morocco Sudan
Liberia Liberia
Senegal Gambia
Gabon Niger
Tunisia Angola
Mauritius Zimbabwe
T I T
Far too little About the Strongly  Disagree Neither agree Agree
right amount disagree

Note: The survey question for the figure on the left was “Do you think that the amount of taxes that rich people in [COUNTRY] are required to pay is too little, too
much, or about the right amount?” and the survey question for the figure on the right was “Do you agree or disagree with the following statement: It is fair to tax
rich people at a higher rate than ordinary people in order to help pay for government programmes to benefit the poor.”

Source: Based on the results of Afrobarometer Round 8, 2019/2021 (https://www.afrobarometer.org/, accessed 25 January 2024).
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Redistributive coalition building in ethnically diverse
societies may be especially difficult,* so that any push
for a wider redistributive agenda to benefit the poor
tends to be weak.®” While we sympathize with the argu-
ment that “the time has come to tax the rich,” the focus
of many African governments is to increase revenue by
broadening the tax base to incorporate larger segments
of individuals and firms in the tax net. The wealthy
elites will probably be affected little by these reforms.
This is reflected in what Mick Moore refers to as tax ad-
ministrations’ obsession to register new tax taxpayers,
the majority of which are small-scale businesses and
poor individuals.® This approach is associated with the
idea that the major source of uncollected revenue in
Sub-Saharan Africa is the informal sector.® A policy of
taxing the very rich is not easy to implement.*

Corporate taxpayers: Trust and
a predictable tax system

Medium and large firms account for most of the tax
revenue in many low- and lower-middle-income
countries. Their voluntary compliance is likely to be
influenced by different factors than individuals and
small firms and needs to be conceptualized different-
ly.* Voluntary compliance by firms is likely to be driv-
en by self-interest to a larger extent than voluntary
compliance by individuals.*? Predictability is a critical
concern of corporate taxpayers and enhances trust
in a way that can allow firms to properly budget and
make realistic plans for the future.*”® It also ensures
that firms will be treated like their competitors. Ques-
tions about fairness and equity are often important
for corporations because they affect market competi-
tion, profitability and the predictability of their opera-
tions.* For instance, are other firms in the same sector
bearing equivalent tax burdens? Firms also are more
likely to be compliant when they believe the govern-
ment is funding services and activities that benefit
them and when they have a voice in shaping those
decisions.* Thus, improving the predictability and
fairness of tax enforcement can foster voluntary com-
pliance and support for reform for corporations.*®

Taxing the informal sector

A large share of economic activity in poor countries
takes place in the informal sector, which is hard to

tax.*” Until recently, tax administrations tended to
give it little priority because returns to effort may be
low in cash terms, and collection is likely to be diffi-
cult. From the economic and administrative perspec-
tives, it makes sense not to tax multitudes of poor
people. The value-added tax system generally ex-
empts basic goods that are consumed heavily by poor
people, and the income tax code generally excludes
individuals and entities with incomes below a certain
threshold. However, in recent years several national
revenue agencies have introduced special presump-
tive taxes directed at the informal economy that are
based on workers’ presumed rather than actual in-
come, given the type of work they perform.*

A wider tax net is not always a good thing, but the
possibility that tax reforms are driven by a calculus
that emphasizes the advantages of excluding mar-
ginal payers must be a cause of concern.* This would
be less of a problem if the actual tax burdens in poor
countries were fairly and effectively distributed, but
they are not. In particular, they often fall heavily on a
small number of registered, formal companies.

Evidence suggests that the relationship between
firm size and evasion is negative or U-shaped, im-
plying that small firms are more likely to evade tax-
ation.®® This evasion may lead to unfair competition,
which can undermine trust and negatively affect the
voluntary tax compliance of medium firms.** Thus,
one argument for improving taxation of small and
medium enterprises is that it is important for ensur-
ing equity and improving voluntary compliance. It
thus makes sense to question the arguments for ex-
cluding smaller taxpayers from the tax net on pure ef-
ficiency grounds and to explore the potential political
and revenue advantages of widening that net, while
also carefully considering the administrative implica-
tions of doing so.

Policy levers to address tax evasion:
Beyond formal laws and regulations

Findings from the research reviewed above show that
history, ethnic diversity and how tax revenue is spent
may substantially affect people’s voluntary tax com-
pliance and trust in government and other citizens.
Voluntary tax compliance is also likely to differ be-
tween segments of taxpayers (for example, between
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individuals and businesses), between different taxes
(for example, between direct and indirect taxes) and
in how taxes are enforced. A general conclusion from
this literature is that policies aiming to improve atti-
tudes towards taxes in Africa should pay attention
to strengthening the general environment of trust.>?
This is linked to a political economy approach that
takes the historical, cultural and political contexts
seriously, combined with conventional economic
thinking.>® Thus, it is important to move away from
a purely technocratic approach when addressing tax
evasion. Advice on tax policy, including methods of
auditing and better tax design are valuable but must
be located in a wider and case-by-case context, es-
pecially given the characteristics of many African
countries.

A first step to addressing deep-rooted tax evasion
norms is understanding how things actually func-
tion in the specific context, independently of how we
would expect the tax system to perform according to
good governance. This calls for more robust analysis
of country and local contexts and institutions, par-
ticularly trust in tax authorities and social norms for
tax compliance. Improving voluntary tax compliance
furthermore requires thoroughly analysing different
segments of taxpayers and revenue administrations,
as well as their environment, to understand key play-
ers’ norms and incentives.

This analysis leads to a two-pronged approach to
reform. The first prong relates to developing policy
instruments that are directed at both the incentives
and opportunities for evasion. Unless taxpayers rec-
ognize that the penalties for being caught are much
more severe than the potential gains, they will con-
tinue to take risk evading taxes. This, of course, re-
quires enforcing the rules, which depends on the
willingness at the top to reduce tax evasion. The
second prong must go beyond legal and regulato-
ry reform to address the root causes of tax evasion.
Many efforts to adopt stricter rules for tax adminis-
tration have failed because informal practices have
continued. Changing social norms and mindsets is
much more difficult than bringing in new regula-
tions in part because social norms are deep rooted.
Successful reforms are not achieved overnight. Re-
formers must keep this in mind and not be discour-
aged when they face challenges in implementing
their reforms.

Social norms can be persistent across generations,
economic development and political regimes.> But
when they change, it can happen quickly—for in-
stance, when new public information becomes avail-
able.® Behavioural tipping points—that is, when
enough people have strong attitudes against an ex-
isting social norm (or towards a new one)—are deci-
sive for norm change. In situations where the social
norms for tax compliance are misperceived (underes-
timated), providing factual information about others’
views may enhance compliance.*

Education can play a role when designed to help
taxpayers understand the importance of paying taxes
and how to do so. A wide range of taxpayer outreach
and education activities exist across countries.” For
instance, the Tanzania Revenue Authority is working
with secondary schools to mainstream tax education
into the curriculum. Government taxpayer education
and outreach programmes generally often appeal
to state-building narratives. Such programmes are
valuable, but they must move beyond the frequent
emphasis on why people should pay taxes towards
emphasizing who pays taxes, how to pay them and
what taxpayers receive in return.>®

An essential component of building trust is the
government’s ability to demonstrate that tax reve-
nue results in public services and broader benefits
for taxpayers.”® When governments can demonstrate
those connections, it is possible to build meaningful
popular support for more effective taxation and com-
pliance.®® This, combined with more transparent and
predictable tax systems, is likely to result in more
positive attitudes towards taxation in Africa and pop-
ular support for more effective taxation.

Just as improved service delivery is likely to be crit-
ical to encouraging voluntary compliance, so too is
there an opportunity for more sustained investment
in building trust with taxpayers.®! A starting point for
such trust building lies in improving the basic fairness
of tax systems. Although discussions of building vol-
untary tax compliance often centre on improving the
provision of public services, improvements in fair-
ness may be important.®* Such improvements are also
much more directly under the control of tax adminis-
trations, which may be pursuing reform and seeking
to build voluntary or quasi-voluntary compliance. Per-
ceived corruption in tax authorities remains a major
barrier to improving trust and voluntary compliance.®
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