
  

 

REVOLUTIONIZING CORPORATE COMPLIANCE  

AND DISCLOSURES 

                                   

 

 

  
 
 
 

 
 

 

 
 
 

Behavioural economics provides a new lens for understanding corporate compliance 
and disclosures, and is an invaluable tool for revolutionizing the development and 

implementation of standards and regulations within organizations. 
 
 

What is Behavioural Economics? 
 

Behavioural economics is an interdisciplinary science blending psychology, economics, 
and neuroscience to understand human behaviour and decision-making. Behavioural 
economics recognizes that constraints in time and mental resources prevent us from 
evaluating every decision optimally. To deal with these limitations, we rely on mental 
“shortcuts” or heuristics to help us make decisions. These shortcuts are used for 
interpreting information and deciding on a course of action, particularly in the face of 
uncertainty, and they can lead to predictably irrational behaviour1. 
 
 
 

How Behavioural Economics Can Increase Compliance 
 

Organizations have developed regulatory and compliance frameworks aimed to 
discourage large acts of dishonesty, and manage the consequences of employee 
deception. This strategy may not serve as an appropriate means of keeping employees 
honest, given that behavioural science research suggests that people are more at risk 
of bending rules than of breaking them. The field of behavioural economics has 
produced numerous studies on curbing dishonesty and increasing compliance. We have 
developed and leveraged this research to design evidence-based tactics that 
organizations can apply to increase compliance. There are two main ways behavioural 
economics can be proactively applied to enhance your organization’s compliance 
program and approach to disclosures:  
 

1. Behavioural Compliance Optimization TM (BCO) 
2. Behavioural Process Reengineering TM (In-the-Moment Honesty) 

 
 
 

Behavioural Compliance Optimization TM (BCO) 
 

Traditional employee compliance training and regulatory programs have been shown to have a 
limited impact on employee compliance over time2. Behavioural Economics provides numerous 
behavioural tactics that can be applied to increase the efficacy of these traditional compliance 
practices. One example of this is organizations that have simplified their codes of conduct. For 
example, an experiment by researchers in the Netherlands revealed that individuals are more 
likely to comply when presented with a specific rule, rather than a more general one (e.g., “do 
not accept gifts” vs. “avoid conflicts of interest”)3. General rules are less effective because they 
give people leeway to be creative and rationalize the bending or breaking of the rules without 
feeling guilty about it. 
 
Behavioural insights such as these can be successfully leveraged to optimize your pre-
existing compliance program and decrease workplace dishonesty. 

 
 

                                                      
1Ariely, D. (2010). Predictably irrational: The hidden forces that shape our decisions. New York: Harper Perennial. 
2 Mažar, N., Amir, O., & Ariely, D. (2008). The Dishonesty of Honest People: A Theory of Self-Concept Maintenance. Journal of Marketing Research, 45(6), 633-644. 
3 Mulder, L. B., Jordan, J., & Rink, F. (2015). The effect of specific and general rules on ethical decisions. Organizational Behavior and Human Decision Processes, 126, 115-129.  
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Behavioural Process Engineering TM (In-the-Moment Honesty) 
 

Extensive research in behavioural economics has made it clear that traditional training 
programs and ethics codes to increase employee compliance are ineffective at curbing 
dishonesty, since they are often removed from the actual moment of temptation.  
 

Two of BEworks’ Co-Founders, Dan Ariely and Nina Mažar, ran a series of experiments with 

students from Yale and MIT. One experiment found that receiving ethics training at the 
beginning of the semester had no effect on curbing dishonesty among students who participated 
in an activity where it was easy to cheat for financial reward. Another experiment, however, 
found that cheating decreased among students who were asked to sign a document outlining 
the school’s honor code just prior to the assigned activity, even if the school had no actual honor 

code in place (as was the case with MIT)4. In another experiment by Ariely and Mažar, a group 

of people was asked to report the number of miles they had driven in the past year on an auto 
insurance form. The experiment showed that respondents who were asked to sign their name at 
the top of the form were more “honest” or accurate about recording the number of miles they 
drove, while the respondents who were asked to sign the form at the bottom underreported their 
miles by 10.25%5. The effect of signing the top of the form before dishonesty can occur 
demonstrates that people's inherent sense of honesty can be nudged in such a way that it 
ensures, in turn, that they act honestly.  
 
There is ample evidence showcasing the increased effectiveness of In-the-Moment 
Nudges (behavioural tactics) on curbing dishonesty and increasing compliance. 
 
 
 

About BEworks  
 

Co-Founded by Kelly Peters, Nina Mažar and Dan Ariely (author of The (Honest) Truth 
About Dishonesty) in 2010, BEworks is the first management consulting firm dedicated 
to the practice of applying behavioural science to strategy, marketing, operations, 
policy, and compliance challenges. Our team’s mission is to help leaders apply scientific 
thinking to their organization’s challenges. We apply behavioural science techniques to 
diagnose the employee mindset, develop scientifically-grounded strategies, and validate 
our recommendations through empirically-sound experiments. Our services include 
Management Consulting, Executive Advisory support, Workshops, Nudge-a-thons, and 
Building Scientific Centres of Excellence (internal Behavioral Insights teams). Our client 
list includes global Fortune 500 companies and government agencies.  

 
 
 
 

 

                                                      
4 Ariely, D. (2013). The Honest Truth About Dishonesty: How We Lie To Everyone—Especially Ourselves. New York: Harper Perennial. 
5 Shu, L. L., Mažar, N., Gino, F., Ariely, D., & Bazaerman, M. H. (2012). Signing at the beginning makes ethics sallient and decreases dishonest self-reports in comparison to signing at the end. 
Proc Natl Acad Sci USA, 109(38). 15197-15200. 

 


