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Abstract 

 

The purpose of this thesis is to delineate some possible outcomes which 

might be involved through the implementation of nudges within organizations. In 

2009, it was published the book “Nudge, Improving decisions about Wealth 

Health and Happiness” of the behavioral scientist Richard H. Thaler and of the 

legal scholar Cass Sunstein. Nudge is an approach founded on behavioral science 

and supported by economics, political science based on gentle pushes and 

directed towards the obtainment of beneficial outcomes. Moreover, nudge is 

directing individuals towards beneficial choices without limiting freedom of 

choice and reinforces behaviors in situations of decision making of groups or 

individuals. The most important objective of nudge is represented by the use of 

cognitive characteristics and its action is aimed at stimulating those who are 

involved in implementing a certain type of behavior considered beneficial for the 

person itself. Therefore, nudges consist of intentional changes easily to opt out 

of, aimed at overcoming unfavorable situations deriving from limited rationality 

of humans in decision making and behavior based on psychological insights. 

Nudges are a tool of public policies which lately brought useful results 

throughout their application within private organizations. 

Further, the analysis of this thesis comprehends the identification of the 

principal biases limiting the rationality of humans and the disclosure of those 

elements of the two systems based on the functionality of the human brain: 

Automatic and Reflective Systems which helps in understanding why people are 

easy to be influenced. Therefore, individuals when operating their choices are 

being influenced by the manner choices are presented since surrounding 

elements are important and subjects deliberately or not get influenced. Sunstein 

and Thaler emphasize the role of primary importance covered by the architects 

of the choices, but not only. Two premises are assumed as the basis of their 

work: on the one hand, that individuals are not always able to choose the best 

solution in terms of cost-benefits, and on the other, that it is right to influence the 

behavior of the people in order to direct them towards better choices. With the 

term of nudge, it is indicated therefore all the means which by altering the social 



environment push individuals towards options considered to be the best related 

to their interests but without precluding the possibility of choosing options other 

than those suggested. 

Subsequently, this thesis assigns a definition given by Thaler and 

Sunstein which recognizes nudge as a form of ''libertian paternalism'' since it 

provides help to individuals in enhancing their own welfare without imposing 

limitations.  Therefore, the discussion continues by revealing the tremendous 

success achieved by nudge in the public context thanks to the contributions that 

behavioral sciences can offer in the improvement of regulation. Therefore, the 

implementation of nudge became wider across the world and its usefulness is 

shown by the various forms of intervention which were adopted first in the 

public organizations involving its enactment in different states and by 

governmental institutions, such as OIRA and BIT, or consequently its adoption 

in the private sector including interventions for increasing the well-being inside 

organizations.  

Regarding private organizations in the second chapter, Simon's work 

represents an important contribution which helps to delineate the shortcomings 

of the classical rationality by bringing to light the figure of the Adminstrative 

Man as a model for explaining the real cognitive and behavioural performances. 

Organizational theories provide a support for the Simonian vision as entailed in 

the study of opportunism correlated to decision making which evinced the 

inconstancy and unpredictability of human behaviour.  

Managerial theories study the need to adopt strategies to stimulate 

changes in people's behavior without restrictions on their freedom by 

accustoming individuals to be open to change in order to tackle a situation in 

which changes in the organizational culture are required. 

The third chapter presents the evolution of the classic way of using 

nudges which has been reached with the application of digital nudges within 

private organizations. They succeeded in making significant improvements 

through the use of different technological methods of communication or 

notification. The nudge is a valuable tool to strengthen the link between the 

company's employees and managers aimed at obtaining benefits but only if it 



concerns both parties, so without putting the other in disadvantage. Digital 

nudges detain the potential to get information quickly proliferated inside the 

organization. While, another benefit consists of supporting the change of the 

organizational culture and the redirection and change of the employees behavior 

by following some steps. Inside private organizations nudges have a less ample 

application compared to the public organizations, though it was possible to show 

their effects by implementing them in some renown companies.  Therefore, 

digital nudges are able to provide excellent results by rendering both employees 

and enterprises satisfied or as in the case of Uber, one part might result in 

advantage since the other might feel exploited and not equally satisfied. 
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Chapter 1 

 

1.1.1 Nudge and its applications  

The policy of Nudge doesn’t detain a clear definition, but it represents a tool 

including a gentle push aimed at directing people towards more beneficial choices 

without including restrictions, bans or limitations and which allows individuals to 

perform the freedom of choice. Besides, the nudge helps to understand and redirect the 

process of decision-making by providing useful insights and steers behaviour towards 

the best outcomes.  

Between some of the most frequently encountered mistakes it is possible to 

enumerate biases corresponding to anchoring, availability and representativeness which 

lead people to irrational decisions since human behaviour is easy to influence, and not 

very rational and stable. Between the reasons of this conduct relies the performance of 

automatic decisions instead of processing carefully information throughout the 

implication of the reflective system.  

In order to prevent unfavourable outcomes, it is possible to create environments 

which steer behaviour towards better decisions. Particularly, choice architecture 

characterizing the nudge policy is responsible for organizing the context in which people 

make decisions. Moreover, it plays an important role in the organization of choices and 

materializes them accordingly to the social context where individuals enact their 

preferences whereas is aimed at guaranteeing thriving decisions. In this sense, nudge 

embodies strategies which can direct individuals towards choices aimed to promote their 

own interest or the collective well-being. 

To demonstrate its importance, the nudge policy aroused interest in private and 

public organizations thanks to its wide application and effectiveness. Therefore, nudge 

has led to numerous benefits throughout its implementation as it will be showed in this 

chapter. Among the most relevant results of interventions based on nudge, we can 

enumerate the following: reduction of costs, increase of well-being, protection of the 
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weakest, enhanced freedom, simplification of information, more inclusiveness, social 

engagement, transparency and maximization of collective benefits. 

 

1.1 Behavioural economics related to nudge  

Before the introduction of behavioral economics, the classical theory of 

economics constituted the main column to rely on, which considered individuals as 

being rational consumers with clear wishes and guided by rational choices. The classical 

economic theory has been overtaken from its limited view of the principles of unlimited 

rationality, since it got enriched in the latest years throughout the contribution of 

sociology, psychology and by the neuroscience. As a result, their integration in 

parameters of determining the variation between the approach supported by the  classical 

theory and the effects of psychological, intellective, emotive, creative and social factors  

influencing on the economic decisions of individuals determined the creation of a new 

science called Behavioral economics. The limited view of classical economics needs to 

be developed science it results in contrast with the real representation of human 

rationality, demonstrating redundancy and exaggeration compared to the new born 

behavioural economics science even if the roots of the two sciences is intertwined. The 

result consists in a new view on the decision-making process of people which instead of 

adjudging their rationality as in the classical theory, regards people as being normal 

humans so with a limited rationality and pursuing their own interests. Therefore, 

behavioral economics is based on sciences of cognitive and behavioral psychology and it 

offers an enlarged view on “how individuals evaluate situations and take decisions when 

the circumstances are uncertain” (D. Kahneman, V. L. Smith e D. McFadden 2005, 

p.27).  

Throughout the concept sustained in behavioral economics of the irrationality of 

the human behavior it is possible to illustrate the effectiveness of nudges in influencing 

individuals when they are  making choices. In this sense, it is possible to delimitate the 

econo from humans  “ Econs are pretty unsociable creatures, they communicate with 

others if they can gain something from the encounter” (R. H. Thaler e C. R. Sunstein 



3 

 

2009, p.64)  which is thought to be rational and able to pursue the maximization of profit 

as sustained by neoclassical economy . By the other hand,  humans  “Humans are easily 

influenced by the statements and deeds of others”( R. H. Thaler e C. R. Sunstein 2009, 

p.64) which are inattentive, irrational and this corresponds to the model described by 

behavioral economics. Besides, Simon (1978) introduced the concept of bounded 

rationality which explains that individuals are limited in making rational choices and 

this constraints consist in limitations regarding cognition and recognition. In addition, 

Simon claimed that “bounded rationality is not irrationality” (Simon 1985, p. 297) and 

explained it as a rationality that can be perceived as descriptive, which regards actual 

decision making and it is not normative, and doesn’t represent an ideal decision making. 

Simon also sustains that the “complex organizations present nowadays are used as 

middles for managing human limitations in situations of complexity and uncertainty “ 

(Simon 1978, p.354). Therefore, empirical evidences are showing how some 

experimental studies regarding cognitive anomalies are analyzing individuals in 

circumstances of decision making. Also, in this cases behavior is not corresponding to 

what sustained by the model of the theory of rational choice and this is due to biases and 

heuristics which interfere and which emphasize the human imperfections. 

The nudge theory constitutes a continuation and development of behavioral 

economics since the decision making, psychological insights and knowledge are 

fundamental for stimulating behavior and direct one´s steps to the attainment of certain 

actions. The concept of nudge was conceived by the economist Richard Thaler of the 

Chicago Booth School of Business, together with Cass Sunstein and it explains nudge as 

a factor aimed to change the behavior of people without imposing limitations, bans or 

sanctions. Moreover, nudge is based on the decision-making process of people. In this 

sense, the decision making is considered to be based on limited rationality, distortions 

and biases.  
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1.2 Biases which trigger Nudge  

The quality of the human cognition and the modality how people take decision 

was studied since the past by Smith or by Stuart Mill and Schumpeter’s (2005) view 

about  the human capability of taking decisions was called associative and primitive 

.Recently by using methods of research based on empirical methods, recognizable as 

heuristics and biases program, it has been illustrated how cognitive psychology differs 

from the standardized assumptions (Tversky and Kahneman, 1974). Systematic biases 

are related to fallacies of the cognitive system which is unpredictable and they are 

connected to heuristics because sometimes the way we think  could be too narrow and 

unclear when taking daily decisions (E. Righini 2012, p.26). 

Heuristics and biases emerge from the interplay between the Automatic System 

and the Reflective System (R. Thaler and Sunstein 2008, p.34) which would be 

described further in this chapter. Mainly heuristics, represent a shortcut of the way of 

thinking which doesn’t derive from a clear path but instead, are based on approximation, 

intuition, uncertainty and eventuality which characterizes an individual at a given time. 

Consequently, for evaluating a decision-making situation, individuals make reference to 

rules-of thumb and methods of heuristics to simplify 

terms of the problem. The advantage is simplification, the disadvantage regard 

the allowance of biases and pre-judgments which distort reality because limited to the 

submission of a subjective evaluation of individuals deriving from a personal 

perspective. Between heuristics and biases, we will describe some of the most relevant 

and they are classified as following: "Anchoring", "Availability" and 

"Representativeness" 

 

1.2.1 Anchoring 

When referring to anchoring, it is possible to associate it to each decisional 

situation presenting a point of objective departure but which results to be conditioned by 

a subjective representation which individuals use in order to get oriented in evaluating 
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the possible gains and losses. In this view, the intuitive evaluations of the possibility of 

something happening rely on the starting point which represents an anchor from which 

people hardly manage to separate or to modify. This phenomenon of anchoring has the 

role of influencing choices, so that choices become difficult for assessment or for 

estimations because of acting accordingly to rules of thumb. In this sense, the initial 

impressions are very important and if they result as being incorrect, the adjustments 

which could be made to correct the initial impression are insufficient. 

However, an interesting aspect to remark and underline is how the initial 

thoughts are not relying on objective concepts but, they are based on partial computation 

or on a rough evaluation, so on the way a situation is presented including the quality and 

structure of information provided to the decision makers. 

There are various examples that can be traced back and identified with anchoring 

because this “heuristic reflects studies on perceptions of undefined numbers or 

quantities” (A. Tversky and D.Kahneman 1974, p.1124). As an example, there are the 

density of a city, where people are asked to guess the number of the inhabitants but they 

are making approximations similar to the number of people living in their hometown and 

this is called anchoring and adjustment. The idea is that of starting with a number and 

guiding it in the direction which is thought to be the closest to the real result. 

 This approximations don’t conduct to appropriate results since people are just 

anchoring, and their estimations are either too high or too low “ in most cases the 

subjects start from the "anchor" and because they cannot fix them estimates, they are 

attracted to the "anchor" itself “(G. Gulotta 2008, p. 230). 

Anchors are very effective in nudging , because this heuristic can redirect the 

choice which a person would make by giving inputs for the decision making process and 

people choices would be changed and deviated into another direction. When considering 

the auction market or a non-profit organization, if the offer given is started from a high 

stake then also the amount accumulated will be significant, because people get 

influenced by the input given to them “the evidence shows that, within reason, the more 

you ask for, the more you tend to get” (R. Thaler and C. Sunstein 2009, p.35). 
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1.2.2 Availability 

Regarding this heuristics, people tend to consider events which occur with a 

higher probability of frequency, “If people can easily think of relevant examples, they 

are far more likely to be frightened and concerned” (R.Thaler and C. Sunstein 2009, 

p.36). 

Availability means the tendency to evaluate as more probable and more relevant 

data those events to which individuals have access more easily or in repeated times. It is 

linked to the fact that what is most common in everyday experience is more likely to be 

recalled and to be considered relevant compared to something we know little or do not 

know at all. This familiarity leads to distorting real data in favor of what is known, 

which is considered safer because it is more familiar.So people think at recent events 

which put them in bad situations and they think they will reoccur with a higher 

probability than other significantly bad events that are more likely to cause them 

problems. For example, terrorism is thought to be more probable to occur in nowadays 

society than risks which are less familiars, for example hotter summers caused by the 

global warming (R.Thaler and C. Sunstein 2009, p.36). Therefore, more recent or 

frequent happened an event, more likely the individual will think this could happen 

again. This happens in situations when natural disasters occur and people do not detain 

an insurance. They are way more likely to make one because of the verification of that 

phenomenon.  Indeed, it is not easy to predict the frequency of natural disasters. Their 

continuation will influence individuals to make an overestimation of a risk whose 

incidence is actually low and will push them “to require a coverage insurance, an action 

strongly influenced by recent experiences” (P. Slovic 2000, p. 11). These occurrences 

tend to modify behaviour because people will be influenced by the circumstances which 

surround them when planning and taking decisions. Even Governments and other 

organizations are influenced by the availability heuristics since people need protection 

for the things which make them feel scared, even though they are clueless. In this regard, 

by knowing the effects of this heuristics regulators will implement better policies and 

nudges will be more effective so that this will increase the collective well-being. 

Consequently, nudges can finally be aligned and corresponding to the actual despair of 
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people and private and public decisions will provide effective solutions because adapted 

to the probabilities of occurrence of the events. 

 

1.2.3 Representativeness 

The third heuristic to be presented in this thesis regards stereotypes and 

similarities. The desire to find an explanation convinces many to make connections 

based on one vague notion of similarity between two phenomena. As an example, 

presented by the authors, we can notice how a basketball player of a certain type is more 

likely to be categorized as such when compared to another person which doesn’t 

correspond to that categorization (R. Thaler and C. Sunstein 2009, p. 37).  The 

representativeness heuristics is mainly focusing on situations which are comparable and 

characterized by similarity. In this sense, if probabilities show that “A” belongs to “B”, 

then the response of subjects will consist in an inquisition regarding the similarity of 

“A” with the idea they have about its stereotype “B” (R. Thaler and C. Sunstein 2009, p. 

37). Discernments based on this heuristic are not always unfavorable since they can help 

to perceive and to deliberate thoughts easily but it could also lead to misperceptions. 

Hence, an example of misperception conducts to the phenomenon named cancer 

cluster, here individuals visualize patterns that do not even exist, creating confusion and 

complications which could involve the intervention of public officials for determining a 

solution (T. Gilovich, R. Vallone e A. Tversky 1985, p.285). The errors in 

interpretations such as cancer clusters and other diseases can lead to an extended view 

which can involve multiple geographical areas and, due to this people may feel anxious 

and stressed so, interventions such as research may be correlated to this matter. In the 

U.S.A. the cases of cancer clusters were retained to be contagious but in reality, they 

were caused by the heuristic of representativeness which make people believe that 

causal fluctuations could be actually rooted in some realistic patterns (R. Thaler and C. 

Sunstein 2009, p.42). From a mathematical-economic point of view, the biases seem to 

be the origin of the inefficiencies in the decision-making processes, because they 

strongly influence the judgment of decision-makers orienting the judgments in a non-
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rational way. However, these simplifications and prejudices (biases) that derive from it 

appear to be an essential element of the behaviour of people as intrinsic to their nature. 

 

1.2.4 Status Quo Bias 

To begin with, the deformity of this phenomenon is connected in first place with 

heuristics since it regards a cognitive misperception regarding the behavior of people 

and it is associated with biases which provide a distortion of the status quo as affirmed 

“This phenomenon has dubbed the status quo bias, has been demonstrated in numerous 

situations” (William Samuelson and Richard Zeckhauser 1988, p.7).  This anomaly 

encountered through the cognitive misperception regards the inclination of individuals to 

repeat the same actions as they did in the past, and this comes in correlation and it is 

explained throughout another phenomenon called “inertia strongly interrelated with loss 

aversion” (R. Thaler and C. Sunstein 2009, p.45). People are not prompt to change their 

preferences, they tend to stick on past choices because of being afraid of changes and 

because of finding more comfortable to be guided by what is offered to them. 

Thereupon, the behavior driven by inertia is possible to get corrected and in this way an 

important role is occupied by nudge which through default options can identify some 

predefined alternatives which embrace the best choice for that individual at a specific 

time if the individual doesn´t intervene with a private option instead of choosing the 

default. 

Under these circumstances, it is possible to identify two reasons why people 

whom are embedded to past actions need interventions such as the provision of defaults. 

First of all, the main benefit regards the problems associated with the status quo when 

circumstances change and individuals are not aware. Even though, it is sustained by the 

contemporary psychological models of human behaviour, with the affirmation that 

“external causation does not prevent internal responsibility” (Fiedler & Wänke, 2009, p. 

701). In this case, it is important to realize how without any external intervention on the 

choices from the subject itself, people can be redirected to enact better choices and wiser 

decisions that does not impose any limitation of their freedom and altogether this can be 
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obtained in an efficient way, without requiring elevated costs. In the second place, the 

provision of defaults can become relevant in some circumstances for those directly 

involved in taking decisions which encounter difficulties. Though, it would be easier to 

integrate defaults and to obtain their implementation if subjects become aware of an 

implicit approval by the policy makers at all levels, publicly and privately. People often 

get influenced and they are affected by lack of attention and by what other people do. 

Accordingly to this, if the policies of the state hypothesize that people will donate organs 

but they are too lazy or they are not informed about how they could express their 

approval, then automatically enrolment programs for organ donations would be created. 

For this reason, individuals will agree when states will implement certain solutions 

because they will think everybody agrees on it and because indicated by higher 

authorities or by other default setters. Organ donations is a widely discussed theme and 

here it was possible to certify the possibility to impose defaults which could provide 

better outcomes because of their influence on the decision making especially if they 

come with an imposition of states. 

The implementation of nudges in public policies which are able to contrast the 

status quo bias can conduct to beneficial results because they will provide better options 

for citizens and for all those directly involved. In this regard, in the book of Thaler and 

Sunstein on nudge there is an example regarding retirement saving plans called “Save 

more Tomorrow” but it is also well known because of another name provided to it 

“Smart” in a way that will improve the 401 (k) plans. This program was created because 

many people involved in retirement saving plans didn´t show great interest in selecting 

plans which could enhance their well-being or, which could provide them a certainty for 

living decently while in pension and this was harmful and detrimental for their lives, 

“most participants pick an asset allocation and then forget about it” (R. Thaler and C. 

Sunstein 2009, 45).  Under those circumstances, the new plan “Save more tomorrow” 

resulted successful because employees could have contributions which permitted them 

correspondent returns that allowed them to have a guarantee for a decent living when 

retired. Basically, by following the plan provided by the American behavioural 

economist Shlomo Benartzi, the workers improved their saving rates across years and 
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this happened because they were enrolled automatically if they didn´t make any external 

intervention in order to contrast this action. This plan, permitted at many people to 

adhere and it consisted of increasing contributions when wages increase. Consequently, 

once adopted this plan people almost never change retirement choices.  This is explained 

by the bias studied in this section, status quo and by the target date funds which explain 

how this works throughout a balanced fund which consist of stocks and bonds invested 

globally.  They decrease once the years of retirement are approaching and this implies 

also a decrease in the degree of risk without constraining the employee to take action 

and to intervene in the management of this plan. After the insertion of this retirement 

savings plan, it has been adopted worldwide, and the target date funds became between 

the most attractive forms of investment. 

 

1.3.  How people make decisions: Automatic and Reflective Systems 

Studying the two systems, the Automatic and the Reflective, it will provide to us 

a better comprehension of the functionality of the human brain. Since, when 

encountering difficulties in doing easy things and when by the other hand, we can 

perform easily competencies retained difficult, then this reveals an approach which is 

based on these two systems. 

Therefore, scientist struggle to combat unprecise ideas about decision making by 

differentiating two modes of thinking explained by using two systems for clarifying the 

way people process information “System 1 operates automatically and fast, with almost 

no effort and without having to control emotions, while System 2 concerns the effortful 

mental actions such as complex computations”(Thinking, Fast and Slow, D. Kahneman, 

2011). 

For the purpose of revealing how the Automatic and Reflective systems work, 

psychologists and neuroscientists performed a description of the operability of the brain 

by making the further distinction: 
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Table1; Source: R. Thaler and C. Sunstein 2009, p.31 & D.Kahneman, 2011. 

The table 1 above, contains the two opponent systems Automatic (impulsive) and 

Reflective (rational) known also as, System 1 and System 2, and in the table above are 

presented some of the main features regarding them. The automatic system regards the 

emotional, instinctive side and it is enabled when an event or an action occurs 

spontaneously. By the other hand, the reflective system comes into play when difficult 

operations have to be solved and which require more time, attention and involvement. 

For example, the last one of the systems, the reflective, is used when making 

calculations, or when we need to think about a recipe or about the itinerary of a travel. In 

accordance to the use of the System 1, this one is referred to the sensations we express 

when we experience an unexpected event. For instance, when crying because of the 

scene of a movie or smiling at when reading in our text message a weird emoticon. The 

two systems converge with the heuristics and biases already explained above because 

they regard the decisions made by individuals, and this is shown in the studies of 

Kahneman and Tversky (1974). At the same time, distortions coming out from what is 

intended as misperceptions in heuristics and biases, recognizable also as systematic 

deviations called cognitive biases, are a result of the confrontation between the two 

systems. These distortions operate in several areas of the brain and are distinguishable as 

errors of perception, assessment and logical interpretation and correspond to the 

availability, representativeness and anchoring heuristics. To put it differently, these two 

systems are opposing each other. For example, “the Automatic System says –that dog is 
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going to hurt me  and the Reflective System replies, -most pets are quite sweet 

”(R.Thaler and C.Sunstein 2009, p.32).The impulsive system is quick and automatic, so 

it doesn´t involves any knowledge or cognitive implications, this is why sometimes it 

can provoke misleading and distortions. In contrast with it, the reflective system reflects 

consciousness, deliberation, awareness and mindfulness and is function is enacted in 

compounded operations. In particular in mathematics and in speaking foreign languages 

since it is necessary to think and evaluate upon previously acquired knowledge the 

validity of our answer in a way that answers won´t be automatic. Most compelling 

evidence, shows that both systems are important and useful but they are separated 

because of their different roles. Notably, in skills such as driving, as evidenced by Thaler 

and Sunstein, “the automatic system can be trained” (R.Thaler and C.Sunstein 2009, 

p.32) even if it requires commitment and efforts.  So, when driving, the new drivers will 

be more risky because of the lack of practice and even if activating the reflective system, 

it would be slower. This conduces also to think that the quality of the performance 

enacted by people when using these systems is depending on the brain and on how it 

manages the signals received. Another key point is presented by the prevalence of 

instinctive or impulsive thoughts in individuals and this leads to an increased efficiency 

in the results of nudges when they are applied. This is due to irrationality and to the 

reactance to impulsive stimuli by the automatic system, in particular when choice 

architects design options individuals are attracted by those they encounter first without 

consulting the reflective system (C. Sunstein 2014, p. 67). Connected to the automatic 

and reflective systems, a particular role and emphasize of its effects and way of 

functioning is represented by the framing effect. 

The reflective system in this phenomenon of framing is overtaken by the 

automatic system because people get influenced by the modality a problem is presented 

to them even though the content remains unchanged. This phenomenon is used often and 

in multiple situations, as an example we could use the healthcare system, gas and 

electricity resource consumptions and in other public circumstances. So, if people have 

to be nudged to consume less energy, then with an adequate frame this could be obtained 

since “frames influence beliefs, beliefs influence motivations” (Martin Dufwenberg, 
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Simon Gachter, Heike Hennig-Schmidt 2011 p.459-478). The frame which evinces a 

diminution of costs based on an efficient consumption of electrical energy could be 

effective, especially if people get congratulated for their results or if they get blamed, 

then motivation enhances and framing becomes a “stronger nudge” (R.Thaler and C. 

Sunstein 2009, p.48). Frame is also efficient in presidential elections since it was used in 

some countries “as a basis to compare campaign news of recent national elections” 

(Frank Esser and Paul D’Angelo 2006, p.3) because there are some evidences which 

show how frames regarding advertisements and media differ across countries. According 

to this, results of the research show how in different political cultures frames are 

effective in impacting by creating different shapes in the media politics environment. In 

the same fashion, the effect of framing can be applied also for advertisements concerned 

about improving the healthcare in society by helping people to get motivated and ready 

to enact habits which will boost their energy and health. Multiple examples can be 

provided related to framing and to healthy choices, a relevant example could be the meat 

consumption or changing habits by eating healthy in general, increasing physical 

activities and keeping their weight under control (M. Bertolotti , G. Chirchiglia, P. 

Catellani 2016, p.3). All the framings chasing a positive outcome could be applied to 

guarantee beneficial nudges to people which find themselves in difficulty in decision 

making. People could encounter such difficulties because of being characterized by 

“passivity and mindless” (R.Thaler and C.Sunstein 2009, p.48) caused by the non-

commensurability of the effort in thinking made by their Reflective system , since 

throughout reframing , meant as different formulations of questions, it would be possible 

to verify if the perspective changes together with the answers.  

 

1.4. Choice architecture and paternalism 

Choice architecture plays an important role for correcting problems 

corresponding to causes deriving from the functionality of the human brain, such as 

limitations which lead individuals to the impossibility to enact the best choice for 

themselves. The choice architecture is aimed at improving the context in which people 

perform decisions by analyzing all the external influences which might interfere and one 
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of the main implications of nudge is based on the decision-making process of people. In 

this sense, the decision making is considered to be based on limited rationality, 

distortions, automatic impulses and biases. This approach involves some assumptions 

throughout which is possible to establish a more effective communication and which 

could activate and simplify the needs of individuals in a manner useful for themselves. 

In the book created by Thaler and Sunstein called Nudge – Improving decisions about 

Health, Wealth and Happiness (2009), it is included and defined the choice architecture, 

which constitutes also the basis on which the Nudge theory relies. Choice architecture 

puts an emphasis and retains important the selection, form and structure of the 

information because regards the context in which people take their decisions. It is useful 

to mention that recently, Nudge has triggered and stimulated interest, in societal 

scientists and in other public matters regarding for example, units of governments (e.g., 

the Behavioural Insights Team in the United Kingdom, the Office of Information and 

Regulatory Affairs in the United States, and a small team in the German Office of the 

Federal Chancellor). Other Institutions such as the EU and the World Bank followed 

(World Bank, 2015). Furthermore, nudge contributes to behavior change on the basis of 

relatively cheap and easy alterations of features.  In this regard, Thaler and Sunstein 

underline the fact that a noticeable part of our behavior will be impacted and influenced 

by the context in which our actions take place and emphasize the easiness of creating 

interventions and concrete policies by the so called “psychological science advisors” 

(Teachman, Norton, & Spellman, 2015). The idea behind interventions and policies 

consist in creating a choice architecture based on psychological evidence and on 

research in the way people take decisions. This continues with a soft stimulus called 

nudge which stands as a support for the implementation of the desired behavior. The real 

intervention of nudge occurs throughout choice architecture proposed to change the 

behavior of people and the actions of taking decisions by keeping freedom which is 

maintained possible behind the concept of libertarian paternalism (Thaler & Sunstein, 

2003). Libertian paternalism refers to the school of thought that applies nudges in the 

elaboration of policy making and differentiates it from two other policies, one pure 

liberal and a completely opposite one because restricting the freedom, called 

paternalism. However, nudge represents a contemporary strategy of great importance 
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which is considered to be posted in the forefront of political agendas in the governments 

of the most economically advanced countries. Further in this thesis, more extensive 

explanations will be given about the themes and concepts previously cited. 

In their book about nudge, Thaler and Sunstein affirm that this new concept is 

founded throughout research which evinces how the behavior of people can be directed 

to different choices in order to make better decisions for themselves. Although this 

might be true, a nudge can be conscious or unconscious, it can activate ourselves 

towards better decisions throughout the capability to have more self-control and 

enhances the ability of decision making. Different from this view, it is the role of inertia 

which is important in making decisions and therefore, it affirms also the roles of defaults 

since people tend to base their choices on the default choice already provided when they 

have to choose between a wide lists of possibilities. Furthermore, as we will see further 

in this chapter, there are some heuristics and biases and for each of it is possible to find 

nudges in their correspondence. In particular, throughout this interventions the choice 

architecture affirms and its role consist in providing solutions for decisions in difficult 

situations by establishing the form, the structure and the organization of the contexts 

where people would make their decisions. The choice architecture represents a cardinal 

factor which affects choices by disposing information in a way that will interfere with 

behavior and will redirect it. Though, it is important to realize that this predisposal of 

choices which influence behavior could be either beneficial or negative. All things 

considered, designers which are in charge with the task of developing conditions for 

making better choices and decisions are called choice architects. Namely, an architect 

has the function to consider the fact that people are conditioned by different aspects of 

their lives which interfere with their ability of considering all elements. For this reason, 

lack of information could affect the possibility of making good choices but with nudges 

they would have the maximum benefit, so beneficiaries would be satisfied and 

comforted. Once again, in order to achieve the purposes of individuals it is important to 

create a structure with information and take into account all aspects, especially taking 

into consideration their irrationality. Throughout descriptive research on possible biases 

and heuristics it was possible to make a further step and reach the conclusion that 



16 

 

prescriptive policies could steer choices by nudging people. The economist Richard 

Thaler and the legal Cass Sunstein have found and published in their book Nudge 2009 

the idea that in the context of sensitivity of choices and behavior, the choice architecture 

can have a different influence on behavior because it differs from the classical regulation 

and bans, as well as is not connected to education or economic incentives. The main idea 

of the nudge relies on descriptive research and correction of heuristics and biases but a 

proper and clear definition on what a nudge means is still undetermined. This is due to 

the fact that it is a policy which combines many academical fields even though, this 

concept is naturally from the field of psychology but, other domains such as legal and 

political show their interest in research based on choice architecture. Therefore, nudge 

finds its characteristics in elements which predict and steer behavior, they maintain 

choice and nudges don’t change the structure of the economic incentives. Together with 

it, nudge constitute its fundaments on features of the human behavior and controls 

heuristics and biases but they also contribute through provision of information. 

A more recent implementation of nudges regards public policies since there is an 

increased need of new and efficient strategies addressed to ensure the implementation of 

regulation. In this regard, the nudge policy constitutes a strategy which embodies 

techniques aimed at directing decision making towards better decisions and manipulates 

the way options are exposed and the way individuals make decisions. In the book 

Nudge, the authors dedicate a section which regards choice architecture  and which 

presents a canteen where its director “Carolyn employed herself to predispose aliments 

for students without imposing any constraints on the choices made by students “ (R. H. 

Thaler and C. R. Sunstein, Nudge 2009, p. 7).  

Concerning to this, her profession allows her to be a choice architect since she is 

in charge with the organization of the sphere where individuals perform their choices. 

By the other hand, not in all the cases individuals are required to directly exercise the 

role of organizing choices for people. For instance, when a doctor prescribes a treatment 

for a patient, he then indirectly embraces the role of choice architect. Multiple examples 

pertaining to the choice architecture could be given in both private and public sectors 

regarding the gentle push exercised by nudge. Indeed, nudge predisposes information 



17 

 

about “social and physical environments which influence the decision making” (E. 

Barbera e E. Tosco 2011, p.2) and that allow to organize the social setting of choice 

architecture directed to increase the societal and individual well-being. Hence, it 

emerges that nudge doesn’t use peculiar measures of intervention but instead, 

emphasizes its interest in physical and social situations interplaying with behaviour and 

is delineating it as its great advantage because has a massive effect on the behaviour of 

people. Besides, the interest revealed from the public sector in the implementation of the 

nudge policy consist in its effectiveness in many areas and regarding many issues 

through minor costs and by exploiting the effects of social contexts. The issues 

connected to nudge could be classified in matters such as pollution, or obtaining the 

reduction of the quantity of energy consumption and shows interest in matters such as 

healthcare. 

 

1.5.  Libertian paternalism 

The authors of Nudge, intended to create a term which could give a more 

appropriate definition of the concept of nudge throughout the use of the terms “Libertian 

paternalism” even though, this definition could create a distorted view of its meaning by 

considering it an oxymoron. The explanation of this possible interpretation is based on a 

paternalistic aspect referred to pursuing an intervention aimed in providing help to an 

individual throughout a limitation of its freedom (Barberis, Lavanda, Rampa e Soro 

2005, p.103). Hence, when considering a paternalistic view, its focalization is based on 

obtaining benevolent purposes such as obtaining the well-being of the individual to 

whom is addressed its intervention. Individuals are seen by paternalists as incapable to 

recognize and pursue their own interest and this conduces paternalists to act a restriction 

to the freedom of choice. Therefore, if this intervention could be perceived as beneficial 

and appealing for some, not all individuals are satisfied about the way it is imposed to 

them and this represents and ethical problem of this intervention. Conversely, this 

approach could lead to misinterpretations because freedom related to autonomy and 

paternalism cannot be related only to this approach. So, when referring to libertian 

paternalism , if they are correctly interpreted, they might lead to the improvement of 
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human lives by offering a more prosperous contribution if considered together instead of 

individually. Consequently, for understanding better it is necessary to clarify and 

categorize some types of paternalism. According to Sunstein it is possible to “distinguish 

between a varieties of types of paternalism” (C. R. Sunstein 2015, p.15), certain types 

are differentiated and identified as being different for their ends, while other typologies 

are distinguishable because their focus is the choice of means enacted by individuals 

without interfering with the followed end. In the case of the paternalism of ends, it could 

be used for offering people easier ways to facilitate them in making difficult decisions. 

For example, when people have to make an investment or they have to create a 

retirement plan. This type of paternalism can also go against a certain decision even 

though this would represent the desire of an individual. Nevertheless, the nudge theory is 

pursuing the means since it is based on behavioural economics which aim is to underline 

how individuals make mistakes systematically and their choices don´t follow always 

their own interest. It is useful to remind how behavioural economics is related to 

psychology and elaborates models of behaviour which are new and different from 

standard economics theory. In addition to it, in the psychological domain a contribution 

to understanding the rational choice model and which studies individual behaviour in 

conditions of uncertainty and risk is offered by D. Kahneman and A. Tversky (1979) in 

Prospect Theory.  

 In relation to behavioural economics, the main focus of nudge is represented by 

the human irrationality and throughout this, the human behaviour is steered to perform 

good decisions to obtain the well-being by the exploitation and resolution of issues 

related to economic matters, healthcare etc. In this sense, behavioural economics 

represents a fundamental basis for libertian paternalism since by underlining the 

problems which concern the decision making process of people it “permits to obtain a 

more appropriate and efficient way to structure a choice architecture which satisfies 

individual’s requirements and desires” (C. R. Sunstein 2015, p.15). Besides, a further 

delimitation will be done between aggressive paternalism, because it is a form of 

intervention that limits its recipient like that imposed by Governments regarding 

smoking in public areas or which requires to fasten the seatbelts. While, other forms of 
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“smoother paternalism are taken into consideration because they try to change the 

beneficiary of their intervention activity without restricting the freedom of choice”, as 

advertisements normally do (C.R. Sunstein 2015, p.15). 

Therefore, when considering nudging, it could be compared to a form of weak 

paternalism and regards any aspect of intervention which could modulate the behavior in 

a predictable way, without imposing any restriction or limitation on freedom to choose 

because individuals are not having any significantly banned option. Thus, it is correlated 

to paternalism for the simple fact that choice architects are trying to design choices 

which could “make the best of individual choices and it is also libertarian for the 

character of freedom of choice” (R. H. Thaler e C. R. Sunstein 2009, p.10). 

 

 1.6 Temptation and Social Influences 

In the light of the examples shown previously about the limited human 

rationality and the biases related to it, it is possible to affirm that “people are nudge-

able” (R.Thaler and C. Sunstein 2009, p48). As a matter of fact, it is pronounced the 

visual about the way people are making choices and how they are taking even important 

decisions without thinking too much and deposing much effort. This conduct to the idea 

that in numerous situations people are mindless and they are getting tempted (R.Thaler 

and C. Sunstein 2009, p.52). Temptation could influence our behaviour and could make 

us change our initial thoughts even though they were bold. For the purpose of 

demonstrating how temptation is powerful and can make us change ideas I will show the 

case of a little girl who asked the father while in a shop to buy a chocolate bar for the 

birthday of her sister but when they went back home she was tempted to eat that bar 

because “the temptation to consume the bar itself became staggering” (Tim Harford, 

2006). This example relates how temptation and self-control are important in 

underlining how people rationalize when making choices, even important ones. 

Consequently, it is possible to use an economical explanation to the retrogression of the 

initial idea in the example of the little girl, then in that case behaviour is said to be 

dynamically inconsistent (R.Thaler and C. Sunstein 2009, p.52). When behaviour is 
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dynamically inconsistent then individuals are facing problems which will trigger in their 

behaviour an action that wouldn´t be welcome in a second moment and most people do 

not want to become victims of temptation but sometimes the power of the actual feeling 

could be difficult to ignore “now has a strong pull” (Tim Harford, 2006). The most 

difficult temptation cases when is difficult to accomplish the initial thought are evinced 

when we have to take decisions which involve immediate dispending of money and 

long-term benefits, for example when we would like to start a diet, make physical 

activity with constancy, stop gambling, consuming alcohol, eating excessively or 

unhealthy, or smoking. These represent some of the most relevant cases when a nudge 

could provide help for making better decisions and it would represent a guide for our 

lives towards a totally different route, especially when loosing significantly weight 

which was caused by easy possibility to procure food at any time (Currie, S. della Vigna, 

E. Moretti, V. Pathania 2010, p. 34). Other examples of temptation occur when people 

subscribe to newspapers or to the gym but they change their mind in a second moment 

and they never get to accomplish their initial thoughts. Under those circumstances, it can 

be claimed that people realize that temptation exist because they take decisions when 

they are in a “hot state” (R.Thaler and C.Sunstein 2009, p.52) so people tend to consume 

more than necessary when in that state and after they regret it. The paper of the Nobel 

laureate Edmund Phelps and R. A. Pollak refers at how was conducted a research based 

on modelling preferences in economic models in order to obtain evidences on how 

“optimal economic growth” could be realized (E. S. Phelps and R. A. Pollak 1968,Vol. 

35, No. 2pp. 185-199) and the outcome of this research emphasizes how on the moment 

we get tempted we do not have gains but if we could resist, the gains for us would be 

doubled “anything on offer right now is worth half as much, again, as it would otherwise 

be” (Tim Harford 2006).  

The topic of temptation is strongly interrelated with self-control and 

correspondently with social proofs, because “under low self-control conditions, people 

often favour tempting but unhealthy food products”, (S.J.Salmon, Emely de Vet, 

M.A.Aadrianse, Bob M. Fennis, M. Veltkamp, D.T.D. de Ridder 2015,vol.45, pages 

113-120), and if people would instead get influenced by social proofs than, they would 
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be less likely to consume unhealthy food, especially nowadays when people use to be on 

diets and to select carefully products. Important to realize is also the connection between 

the nudge strategy which basically relies almost entirely on social influences and this is 

caused by the inclinations of individuals to follow what others do and enhance learning 

from each other. Most of the times, by following groups and majorities, the outcome is 

positive because groups tend to prevail on single individuals and a co-exchange will 

enhance cognition and will provide benefits to both sides, groups and individuals in 

interaction with them. On the other hand, in cases when social influences lead to 

dangerous or simply unbeneficial situations, then nudges could intervene and provide 

solutions to redirect behaviour towards better outcomes in order to overcome those 

unwished situations.  Another key point, relies on social influences and on its 

importance for nudges. Mainly, when people lack information or own trust then social 

proofs appear to be effective and nudges can intervene and redirect behaviour. Social 

proofs represent the concept which puts in evidence how people tend to conform to the 

actions of others by assuming that “those actions are reflective of the correct behaviour” 

(Ed Hallen, 2014). To put it differently, it is thought that when large groups of people 

approve on something, or enact a certain behaviour then the opinion of groups prevail 

since they are characterized by collective wisdom, “Wisdom of the Crowds’ Social 

Proof”(Ed Hallen, 2014). Therefore, in accordance to the easiness of implementing 

nudges throughout social proofs, it is possible to evince how choice architects can 

redirect behaviour using nudges by simply providing information about the choices of 

others. All things considered, choice architects can implement this strategy as part of 

nudge techniques especially in public administration and according to this, among the 

first administrations which implemented and used systematically this strategy were those 

of the U.K., followed by U.S.A. and then many governments around the world are 

opening nudge units for applying nudging inside their Governments, as well as a great 

involvement and interest in this strategy is shown also by the European Union in relation 

with the world bank. 

In the image 1 regarding the nudge units and its expansion worldwide, it is 

possible to notice some states marked with blue where nudge it has been implemented 
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by the Governments of those states. For example, in Brazil, mainly in Rio de Janeiro, 

nudges had a large function. Initially, it has been implemented as a solution to the 

problem of tax collection but then, its use was expanded for reducing the dropout rate 

for treating tuberculosis and in this was sustained by the World Bank. Another important 

role played by nudges was aimed at increasing the parental involvement in educating 

their children, as well as increasing healthy habits such as practicing sport, especially by 

the eldest. Other important experiences which allowed Governments to analyze and 

apply nudges for obtaining better methods of administration and for improving their 

citizens lives by focusing on environmental protection or healthcare concern states such 

as Australia, Nordic countries and many other states. 

The image1 on nudge units worldwide, it is entailed the expansion of nudge 

units within the most developed countries across the world after their first 

implementation in the U.K. The nudge units perform the role of informing public 

sector policies and mainly “to advise the cabinet ministries about how to introduce 

ideas from behavioural economics to their policies”. Nudges are based on behavioural 

science, they are playing an important role in promoting innovation and beneficial 

programs and policies without requiring elevated costs.  
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Image 1. Map of the nudge units and its expansion worldwide 

Source: geekonomics.com.br/2017/08/nudge-units/ 

 

1.7. Behavioral Insight Team (BIT) and Office of Regulatory Affairs (OIRA) 

 According to the Centre of Public impact (2016), when the Prime Minister 

David Cameron became the leader of the English Conservative party in 2010, he was 

excited to the new behavioural approach regarding nudges and decided to implement 

them by asking the sustainment of the Economist and US professor Richard Thaler. In 

order to enhance the creation of innovative systems and policy initiatives based on 

various theories aimed to influence and persuade citizens, he was given the position of 

leader of the Behavioral Insight Team (BIT). This institution has the function of 

“applying behavioural sciences to understand how humans actually behave and make 
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decisions” (Policy Horizons Canada, 2017) and its name Behavioural insights, was 

coined by the UK’s Behavioural Insights Team. 

The idea based on which Cameron decided to open a new path through 

Behavioural economics across the implementation of nudges was connected to the 

possibility to test the power of the behavioural science in order to develop effective 

policies. By doing so, it was possible to help people in making better decisions and 

Government in being more efficient since nudges don´t require elevated costs. In 

addition, it is important to mention with regard to the past how Governments policies 

were trying to direct citizens towards certain directions without obtaining successful 

outcomes. In this sense, it is way more advantageous to use nudges instead of asking 

people to modify their behaviour since nudges are not mandates. Moreover, nudges 

can be implemented not only in public institutions but also in private ones, since 

when there are group settings it is easier to foster decision making and to obtain 

performant organizations, for example by using the status quo bias to help increase 

the adoption rates of new tools and programs. Inside organizations, people tend to 

congregate, and when they do congregate they tend to make decisions together and 

their potential to make extraordinary decisions compared to individuals is augmented. 

In the light of this elements, the Behavioral Insight Team (BIT), after its formulation 

and throughout the leadership of Thaler, produced Mindspace which is a document 

that contains the behavioural theory that can be applied across the public sector and 

the insights correlated with their application and use, comprehensively all these 

solutions are inspired by nudges. Specifically, those policy challenges included in this 

document are related especially to environmental sustainability, healthcare, education, 

so they represent new operational tools, all related to behavioural approaches which 

can influence behaviour and which imply the use of social norms. Correspondingly, it 

is important to evidence the need of understanding which are the necessities of people 

and shape policies closely related to their real needs. As well as, it is important to 

offer responses which could lead to a potential benefit for the individual well -being 

and for the social welfare. BIT is also known as nudge unit and beyond its purposes 

of providing efficient services for citizens, providing patterns of human behaviour for 
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improving outcomes, enabling people to choose better, his main objective is 

represented also by the identification of rapid and inexpensive interventions. These 

interventions related to behavioural science are analysed and demonstrated by 

psychologists and economists involving collaborations between businesses and 

citizens in order to obtain effective policies and to understand what works but above 

all, what does not work. The U.K. represents the first country to integrate and apply 

nudge at a national level. As a result, this Behavioural institution works in 

collaboration with two offices of New York and Sydney and it aroused interest in 

many other countries and it’s all due to the successful programs based on behavioural 

interventions. Furthermore, BIT uses methods of regulation, other than the traditional 

public methods of interventions. It uses efficient and rapid channels steered to combat 

frauds, reduce debts and errors and in this direction it has been created the document 

“Applying behavioural insight to reduce fraud, error and debt”. This report contains 

modalities to combat frauds, errors and debts by implementing nudges, because its 

purpose is to reach a better regulation by chasing principles rather than going into 

details of laws and it emphasizes the modality in which interventions and insights 

depend on the context and setting. In this regard, Governments will enhance research 

and a closer contact with recipients will be followed, in order to measure cost and 

benefits of their regulatory framework and to avoid lawlessness. The intervention of 

the Government consists in approaches based on behavioural sciences where influence 

and cooperation are the guiding strategies. Examples of these strategies are represented 

by the provision of clear and simple information about paying the taxes, in order to 

make it understandable immediately by citizens. Another strategy focuses on collective 

information for increasing cooperation and on the encouragement of honesty and 

commitment for accomplishing requirements. As well as it is important to increase the 

community support and awareness on the choices made by other members. In addition, 

there are also rewarding strategies for all those people whose behaviour is meeting the 

collective requirements, represents a positive example and contributes to the beneficial 

growth of the community. In conclusion, strategies that highlight the bad behaviour of 

citizens which leads to consequences on the whole community, such as the deprivation 

from public services represents also an efficient example of influencing behaviour. 
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Some of these strategies were tested on citizens in order to verify their effects and the 

findings showed that those who delayed in paying their taxes by getting informed about 

the compliance and on time payment of the rest of the community were stimulated to 

settle their debt position.  

All the strategies adopted by public institutions provided a beneficial impact as 

announced by the Centre for Public Impact. Among the most important results are given 

by public savings. People increased they contribution in paying taxes, more organ donor 

registered and there was obtained a wiser energy consumption with less wastes. All 

things considered, it is important to acknowledge that throughout the strategies 

implemented by Government, law is not removed but these strategies permit different 

regulations which maintain freedom of choice. Moreover, they enhance the benefices 

and awareness of the citizens since strategies rely on the nudge concept which is based 

on behavioural and economical sciences enacted by a supreme authority like the 

Government. Bit obtained important results because its strategy wasn't based on 

mandates or imposition of changes in the personality of people. In addition, nudges used 

for public policies are characterized by flexibility since most of them are applicable also 

at the level of private institutions. By implementing nudges privately, their effects could 

be even greater since there are organizational cultures which aggregate individuals and 

this consent an easier intervention supported by the management team. In this manner, it 

is easier to foster decision making and to increase performance within organizations. 

Different approaches could be used to obtain the desired results and one example is 

represented by the status quo bias which helps to increase the adoption rates of 

processes, new tools and programs. People congregate in organizations and 

communication is easier and results are more rapid and more effective. Also, leaders will 

focus more on managing and providing useful information to the group instead on 

concentrating on themselves, since the opinion of majority will prevail.  

The office of regulatory affairs (OIRA) has a regulatory function and its main 

role is to obtain the simplification of policies and the increase of transparency. This 

institute has the function to review rules from agencies and to submit them to the final 

rule making stages and also to their complete finalization. Those rules which impose 
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significant economic dispenses, will be subjected to economic analyses. OIRA has also 

the function to disclose elements of the review process to the public including those 

changes which represent recommendations of OIRA. These changes consist in reviewing 

processes, emphasizing the economic analysis and increasing transparency. In 2010, 

during the Obama Administration Sunstein was named the leader of OIRA. In this 

length of time, there were made changes aimed at the simplification of the language in 

State rules, the diminishing of bureaucracy and especially the reduction of high costs 

which don't provide any beneficial effect. Nudges were implemented because the idea 

was to reduce costs and find inexpensive interventions while maintaining freedom to 

choose. Other highlights resulting from this changes during the Administration of 

Obama are regarding public health, safety, environmental protection as well as 

innovation, competitiveness, economic wellbeing and enhance the market of labor. EO 

(Executive Order) is in charge with guaranteeing a growing Administration and is 

concerned with finding efficient ways to reach their purposes. Moreover, agencies are 

required to disclose which are the present and future objectives and problems 

encountered and if there are equity problematics or regarding equality and rights. All the 

interventions made provided great outcomes and mainly, they were based on enhanced 

transparency, cost reductions, simple information and easiness in processes regarding 

bureaucratic issues such as waiting lists, easier processes and promotion of beneficial 

decisions such as saving for retirement or education and healthy activities. 
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Chapter 2 

 

2.1.1 Organizational and Managerial Theories 

The objective of this chapter is to analyze some of the most important theories of 

the organizational and managerial field for determining which factors influence the 

decision making, choices, behavior and loyalty in the case of the relationship between 

workers and employers and how they could be improved.  

The analysis starts by putting in contrast what is depicted by the classical 

economic theory and its opponent vision, the Simonian theory of bounded rationality. 

According to this view, people are endowed with limited computational capabilities and 

therefore it derives the differentiation between the Economic Man and the 

Administrative Man. Mainly, the analysis of Simon focuses on '' how organizations can 

be understood in terms of their decision processes'' ( Simon1965, p.25).  

In the past by taking into consideration the beginning of the human history, 

people used to take decisions and get motivated while being part of organized groups. 

The first types of organizations were in families, followed by the organizations in 

villages. Nowadays, organizations are intended as institutions, associations whereas they 

are categorized in public and private organizations. By and large, it is possible to 

enumerate organizations by distinguishing between the following: companies, 

governments, school councils, religious organizations or any other countless group.   

By one hand, given these points it is thought that having more than one person 

helping to decide is good because the group benefits from the collective knowledge of 

all its members and this leads to better decisions, better outcomes and motivation to the 

accomplishment of common purposes is bigger. By the other hand, everyone who has 

been involved in group decision proved how these experiences often turned out to be 

difficult and complex.   
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This thesis highlights how egoistic and opportunistic individuals don't provide 

truthful information, so not representing the reality. The criticism regards substantial 

rationality which doesn't regard the origins of the outcomes and leads to opportunism. 

The values are depending on the context in which individuals perform their decisions so 

they are easily influenceable. Therefore, for example, employees might promote the 

objectives of a company if employees embrace an active role or on the contrary they 

could result all unmotivated if the context implies lazy personnel (Novarese, 2007). 

With this regard, the role played by managers becomes important and their 

encouragement, coordination and motivation by using the right tools without strict 

impositions could provide benefits to both sides. In addition, the use of shared rules 

increases performance since individuals can exert mutual control between themselves 

and it foster the adaptation when organizational changes occur. 

In this view, managers which achieve to spread their conceptions by not using 

stringent rules will obtain better outcomes and individuals learn their behavior by 

observing the behavior of others (Akerlof and Kranton p.17,2010). More individuals get 

involved in following a certain vision, faster organizational identity is attained.  

The study of this thesis focuses therefore on behavior and on its key role on 

stimulating change. Reinforcements, positive feedback enacted by managers are all tools 

directed to the obtainment of an enhanced growth for organizations and at overcoming 

resistance when a cultural change is requested. 

 

2.1  Simon’s view on organizational theories  

The concept of behavioral economics is related to the decision-making process 

and more accurately is concerned with studying the choices of individuals. In this sense, 

with regard to the obtainment of a better understanding of the organizational theories 

and of the individuals operating their choices within the organizations, we will start with 

analyzing the standard or classical economic approach, followed by the view of Simon.  
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Classical economic theory depicts individuals within organizations as being able 

to solve extremely complex problems and the agents are endowed with substantial 

rationality and react to material incentives which in the employment relationship are 

represented by the salary. Substantial rationality refers to economic agents who are 

endowed with perfect information, with the ability to attribute value to each act and the 

ability to make the best choice on a range of possible choices. Beside the substantial 

rationality, egoism also arises, that is, agents have as a single interest the achievement of 

their individual well-being that in terms of work corresponds to the achievement of the 

maximum possible gain.  

This means that a person's commitment will be as great as the same commitment 

which will lead to a high remuneration, so if a person is engaging less gets the same 

remuneration will certainly not be incentivized to work by making more effort, indeed 

probably will limit it or rather every agent will work the minimum necessary. The end 

result will be that the agent will tend to opportunistic behavior that will certainly damage 

the organization. Therefore, to counter opportunism, it is thus necessary, according to 

this line of thought, a hierarchical structure composed of individuals with at least 

partially conflicting interests (Luporini 1995). 

However, as noted previously and as claimed by Jensen (1994), workers may be 

distracted from performing productive behaviors by multiple factors. In this regard, a 

non-selfish, selfless agent must still be controlled and incentivized to avoid, for example, 

behaviors that go in favor of consumers but that are harmful to the organization. In this 

case, the best remedy, according to neoclassical thinking, is the economic incentive. By 

leaving this aspect aside and by considering the simplest case of "hypothesizing non-

egoistic agents would require very specific models and should be defined to whom 

altruism is addressed" (Novarese, 2007). From what has been said we can derive a 

definition of opportunism, in the sense that it consists of any behavior of the agent that 

differs from the objectives of the company. But it depends on the substantial rationality, 

which is the focal point of the neoclassical vision, the computational skills, the perfect 

information, the existence of its useful function, are the elements that allow to determine 
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the optimal level of effort, the consequence is that “the control of opportunism through 

incentives and monitoring derives from substantial rationality” (Novarese, 2007). 

We have seen the characteristics of the neoclassical representation, the concepts 

of substantial rationality and the marginal or better derived role of the substantial 

rationality of egoism. Further in this thesis, for analyzing organizations related to work, 

it will be shown the Simonian vision of decision-making in organizations by putting a 

particular emphasize on the theory of bounded rationality as opposed to the neoclassical 

theory of rationality. This different view of limited rationality is based on means, not on 

ends. The human being does not have the ability to apply the principles of neoclassical 

rationality always, and especially in cases where it would be possible to do so because 

they are endowed with limited computational capabilities. The work of Simon is 

concentrated on “how organizations can be understood in terms of their decision 

processes” (Simon 1965, p.25) and there are two major differentiations used as 

economic models for describing his view, the Economic Man and the Administrative 

Man.  

In the table 3 by Simon are shown the main characteristics of each model and 

their differentiations. It is important to underline how the Administrative Man embraces 

a more realistic view of performing decision making which can be applied in the 

business context, while the Economic Man emphasizes almost a utopic model.

 

Table 3; Source: adapted from Simon, H.A (1965), The shape of automation for  
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man and management New York, NY: Harper Textbooks. 

The Economic Man “outlines the ideal and rational model for decision-making” 

(Simon, 1965). Moreover, the Economic Man is perceived as rational because he 

pursues a certain number of objectives, trying to achieve them as widely as possible and 

with the lowest costs. His rationality and his economic agents allow him to analyze 

situations and facts within a context, using at best the resources he has available, 

classifying alternatives in order of his preferences and finally making the right choice to 

achieve their well-being. If all this would represent the true, man would be no longer 

considered as such. 

By contrast, the Administrative Man is interested in pursuing his own interests 

even if often he cannot identify what they are and which could be the best option for 

itself. The Administrative Man is described as the model which entails information 

about “how decision-making is performed in reality” (Simon, 1967). His role is to 

delineate the view humans have and to show there are always boundaries to rationality 

since among a scale of alternatives when making choices, not the best option will be 

selected but the one which is thought to be “good enough” (Simon, 1965).  

Moreover, it is useful to remember that in reality, there are situations in which it 

is not possible to use the formal principles of the neoclassical rationality because there 

are aspects that cannot be treated with this approach. The difference between 

neoclassical rationality and real-life appliance of rationality consists in the fact that 

“while the former focuses on the decision-making process, the latter focuses on the 

outcome of the decision” (Novarese, 2007). 

Individuals before making a choice, especially when the choice to be taken is 

new, so not previously encountered, must collect information and then process it. '' The 

problems are not pre-defined and set, ready to be solved through a specific calculation ''. 

This procedure anticipates the decision, and the first step is the definition of the 

objectives (Novarese p.146, 2007) 
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Therefore, the scenario changes because a behavior is irrational whenever it is 

impulsive and when it doesn't follow a decision-making process; in this sense, it is not 

the result to be irrational but irrationality entails the process used to make the decision. 

Processes are not all the same, different processes can lead more or less to efficiency, 

but the latter cannot be translated in terms of optimal choice because '' for evaluating it 

should be checked different factors such as calculation costs'' (Novarese p.147, 2007). 

To understand reality, we need to develop better models but at the same time also more 

useful operating procedures. According to this view, Simon believes that we must start 

from analyzing concrete cases. Therefore, empirical analysis assumes a role of 

fundamental importance and from the results of these studies, Simon states that subjects 

before performing a decision, put in place a procedure which has as a starting point, the 

research and acquisition of information, then the definition of objectives and values.  

The consequence is that altruism and selfishness are not here the result of the 

procedure used, the person is influenced by the procedure used which would be 

influenced by: the procedure used, the problem posed, the eventual decisions to be taken 

'' the individual can set selfish goals or altruists'' (Novarese, 2007). However, values are 

not imposed from outside, they are not exogenous but are defined by the same process, 

in this sense for being part of it, the results of the processes are endogenous (Novarese, 

2007). 

Novarese emphasizes the way decision making could be variable and change, all 

this with respect to the neoclassical representation seen previously. People don't always 

make decisions that allow them to maximize their goals, highlighting even more the 

boundaries related to rationality, the time and energy. Then the individual, setting 

himself a certain objective, will make the decisions which he finds satisfactory.  

To counter the limits of human rationality, to solve the many possible issues, are 

used procedures previously used by themselves but also by others. Often are used rules 

which previously were applied in completely different contexts to solve new problems. 

In this way '' past has the power to influence and shape individual behavior'' (Novarese, 

2007). Correspondingly to the previous statements about the human rationality and 
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about using past habits, Novarese uses as examples the results of the experiments used 

by Chase- Simon (1973) related to chess players. In this case an expert player uses 

previously learned skills when encountering situations which are new to himself. This 

allows the player to ''recur rapidly to significant information conserved in the long-term 

memory'' (Simon, 1976). In this manner, choices depend on habits, proper behavior, 

social influences and organizational perspective. Heiner (1983) sustains that the 

decisions taken by individuals may be influenced by several factors, particularly when 

they are to be taken in a complex context, with several data and variables. 

In the case in which the subject is able to evaluate all the available information, 

the problem arises when the information varies because at the least change of them a 

change of decisions is produced. Therefore, creating a model or a theory that allows us 

to predict behavior, is to be retained from difficult to impossible because each variable is 

relevant. 

Whereas we assume that individuals are not able to manage all the information, 

then they will use tools that make life easier, in particular they will only use the data 

considered valid, only some limited information and therefore contexts that are 

completely different become similar and "the behaviors will result characterized by 

greater regularity and repetitiveness "(Novarese p.147, 2007). As a matter of fact, it is 

easy to foresee that when faced with a new problem, the subject will choose his behavior 

from a range of behaviors used on other occasions, even in different contexts, because 

they are considered reliable. In this way, the choices will be more easily predictable for 

an external observer (Novarese, 2007). Therefore, if we know the behavior of a person 

in a situation it is easier to predict his choices, but it is equally true that people are 

different from each other and therefore different people behave differently. Also, the 

information used is likely to be widespread 'within a certain context, then "within a 

group there will be a tendency to similar choices" (Novarese p.148, 2007), so the 

environment also provides reliable rules to be imitated. 

Adhere, consciously or not to these rules, "to learn from others, depending on the 

advice, information and suggestions imitated are, for Simon, spontaneous and connected 
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attitudes, useful for agents with limited rationality (Novarese p.148, 2007). Novarese 

introduces and defines docility, which is equivalent to a person’s ability to find the 

information needed to solve problems from other people's acquaintances and its 

implication lead in less cognitive endeavor, otherwise a person without docility will 

make more effort in solving new problems because it will solve them alone every time 

without finding information from others (Novarese, 2007). 

Therefore, it is not only the reduction of cognitive labors that underlies the use of 

pre-packaged information, but there are other factors that are no less relevant, for 

example acceptance in a group as a subject that uses behaviors different from the 

standard ones in a given social context, it will obviously have greater difficulty in living 

with its neighbors because its behavior will not be understood, on the contrary a subject 

that conforms, that adheres to social norms will have less difficulty, perhaps none, to be 

accepted and understood in society where these social norms are standardized. 

Another important issue comes with the affirmation that almost always, when 

considering elements of a society it is difficult to understand the intentions of a subject 

that is part of a different culture. At this point, the environment in which everyone 

follows the rules, will be a more predictable and less tiring environment to live 

(Novarese, 2007). To be influenced by the company are not the choices but also the 

levels of aspiration, comparing with the rest of the company to which we belong we 

determine what is satisfactory and what not and also which strategy could guarantee 

acceptable results. The level of aspiration being influenced by the others it also becomes 

similar for everyone. It is highlighted how the relationship between society and the 

individuals just analyzed are of fundamental importance for organizations because "it 

regulates the activity and is the key to managing opportunism" (Novarese p.148, 2007). 

 

2.2 The study of opportunism and decision processes 

The study of this thesis analyses the neoclassical representation of rationality and 

we expanded its analysis by evaluating the contrasting models proposed by Simon. 

Furthermore, it is highlighted how the thesis of the egoistic and therefore opportunistic 
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agent does not give a truthful representation of reality. In particular, the criticism first 

affects the concept of substantial rationality that is the cause of opportunism, then the 

system of incentives is used as a tool to fight, or better to control opportunism. 

According to the representation that derives from this criticism, the relationship between 

the company and the worker changes and egoism, in fact, is no longer considered as a 

typical trait of human nature as it is not even altruism. The values depend on the 

procedures used, the context and the information available. Decisions and behaviors 

derive from "rules and decision-making shortcuts" (Novarese p.148,2007) that 

overshadow egoism and altruism. 

Imitation comes from the docility and can also lead to copying different and even 

opposite models and behaviors. This means that a selfish person, who uses the docility 

cannot put in place opportunistic behaviors because to do so should have more 

information and should strive more and it is not always possible to do so. We have seen 

how, according to Heiner, if an individual is uncertain about the decision to make, he 

will follow the most widespread rule in his environment even if it can rely on different 

jobs. So, despite being criticized by selfishness, it is not possible to imagine altruistic 

agents. The consequence is that "in a company where everyone tries to work as little as 

possible, a motivated and active person would be out of place (Novarese p.148, 2007), 

this means that the docility" can make a worker lazy and unmotivated or crafty and 

shrewd ". 

On the other hand, employees may also be linked to a company, promoting the 

partial objectives to the detriment of the overall ones, but as Novarese points out, these 

individuals would not be fully loyal because the starting point is always that of subjects 

who have mental limitations and information. Mostly, it could even happen that a hyper-

active subject, that is, a subject who has an excessive will to do, can damage the 

company more because it is precisely from them that they can derive uncoordinated and 

different choices from those of others (Novarese, 2007). 

All this means that even if we deny the presence of opportunism does not mean 

that the problem of controlling employees is less, the difference is that the problem 
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exists but must be placed in different terms. The behavior considered harmful for a 

company will never be that provided by the neoclassical theory as this presupposes fully 

rational agents, the latter hypothesis that is refuted by the new representation (Novarese, 

2007). Since the agent does not have a substantial rationality, controlling means: 

"coordinating and operating individuals endowed with limited rationality", and 

according to Novarese "the solution cannot derive solely from incentives and control", 

therefore, continues "it becomes important to study management conditions and 

techniques that encourage greater involvement and coordination and better interaction " 

(Novarese p.148, 2007). 

 

2.3 Routine and Motivation 

The concept of routine is introduced for the first time by Cyert et al (1956) in an 

article, in which a distinction is made between repeated and unplanned programmed 

choices, concerning new problems to be faced. Decisions often have both elements of 

repetition and elements of innovation. 

Repetitiveness has an individual character and a cognitive nature. The routine 

allows to choose and behave effectively, without mental efforts or in any case of 

limitation, in particular it refers to avoiding "a difficult problem-solving activity every 

time" (Novarese p.150, 2007). We have already seen how the use of shared rules within 

a group leads to different advantages, especially that of facilitating the coordination and 

resolution of conflicts and establishing the exact role of each, the priorities and the 

sequences.    

Therefore, the procedures are a valid tool for managing opportunism, they favor 

the difficulties related to the individual diversity of behaviors and expectations 

(Novarese, 2007). The meaning of routine is similar to that of the status quo, therefore 

the various types are identified through the help of Cohen et al (1996), through a 

classification of repetitive behavior patterns at the organizational level (Novarese, 2007). 

The first model is that of the routine in the strict sense, it refers to "complex actions that 

require coordinated sequences of gestures, activated in a stable manner and activated in 
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the same conditions" (Novarese p.150, 2007). The behaviors become automatic and the 

image corresponds to a worker in an assembly line (Novarese, 2007). In the same model, 

if there were more collaborators, hierarchy and coordination are required. This routine 

model is the result of a design and cognitive process, often implemented from the upper 

levels, so it could become a means of control as they become internalized rules and they 

are spontaneously followed by individuals. Therefore, through them it is possible to 

dictate times, modes of action, qualitative and quantitative standards. Weather there are 

several subjects this model prevents the individual from not respecting the task assigned 

to him because this would prevent others from continuing their work. This is a way of 

exerting control from the top but also from the bottom by the other individuals involved 

in the functioning of the organization. 

The second model is that of the rules of thumb, or "decision criteria activated in a 

conscious and explicit way, for problems that require quantitative elaborations" 

(Novarese p.151, 2007). 

Below, they are routines that set the rules of behavior easy to apply necessary to 

make choices that would otherwise be difficult to take because they are considered 

complex. These rules can be imposed from the upper management and workers applying 

them avoid cognitive effort to search for other solutions. 

Heuristics and strategies represent the third routine model, they are "general 

principles with which to face multiple situations characterized by a series of similarities, 

neglecting the differences" (Novarese p.151, 2007). They are not defined precisely for 

each individual case but refer to general situations. 

Lastly, the cognitive models "are the mental structures that guide the perception 

of the world and the search for different solutions to the problems encountered" 

(Novarese p.151, 2007) and this allows obtaining a vision of the company, its objectives, 

ethics and philosophy. The cognitive models represent the culture of a person or group 

(Novarese p.151, 2007). The activities exerted within the same group, or of the same 

organization activate a mechanism that, even though time passes by, the mechanisms 

and models become part of the life of the group members.  
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This means that since the model is the result of a vision of the entrepreneur who 

cultivates his own interests, the workers are led to be loyal, or act as if they were the 

owners of the business.  

In other words, cognitive models are "patterns of the representation of reality" 

(Novarese p.152, 2007) that determine objectives, preferences, perception of the 

information links between choices and outcomes and cause "stability and coherence of 

actions, over time and between different individuals they share "(Novarese p.152, 2007). 

Consequentially, Novarese affirms that "mental models can be defined as procedures for 

the analysis and representation of reality and action" (Novarese p.152, 2007).  

Therefore, all these behaviors are stimulated by docility, and it is emphasized the 

need of individuals to limit mental effort by resorting to predetermined solutions, but at 

the same time these behaviors are characterized by specific actions enacted at the 

organizational level and this reflects the idea that not only reasoning according to the 

same mental model has facilitations in obtaining a better understanding and in 

communication (Novarese, 2007). 

The four types differ from each other, there are strategies that can be activated in 

the same situations and in the same form, while others are general rules useful for the 

solution of new problematics. The use of one rather than the other involves 

consequences, so there are different implications which regard control and motivation. 

While the routines " constrain very tightly the actions of each individual within a cage", 

the actions are the result of indications coming from the upper levels, but which also 

depend on the relationships established between colleagues. Conversely, the mental 

models "indicate only possible objectives and general approaches" (Novarese p.151, 

2007).  

Furthermore, routine in the strict sense, at the origin of this model comprehends 

the head who prepares the planning in a detailed manner thus obtaining obvious results 

from the workers. However, Egidi (1993) states that directing allows workers a 

minimum of space to shape the procedures. Within this space socialization mechanisms 

are inserted, Piore (1973) shows how, through empirical studies, it shows how "work-
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related learning and the development of workers' skills take place, to a substantial extent 

at the level of informal groups, through adaptation to unwritten standards ". These rules 

set mutual relationships and roles and the procedures once used and shared for a 

protracted length of time, are perceived as ethical rules, which if violated could be 

considered even immoral. 

As a result, we can draw the conclusion that routines end up being an excellent 

tool for mutual control and moral pressure, thus avoiding unfair behavior. Routines 

according to Novarese (2007) can resolve conflicts about the distribution of resources 

and work between people, roles and internal groups. In this sense, Novarese considers 

that this tool for resolving conflicts has been underestimated so far, because mainly the 

cognitive aspects have been evaluated before. 

Coriat and Dosi in the discussion presented in Cohen et al (1996) observe that 

routines have a dual nature: they are a valid tool for the resolution of organizational 

coordination problems, but they are also excellent tools for governance and control. This 

last role involves a different distribution of power and knowledge among different social 

groups "(Novarese p.151, 2007) therefore the way in which the routines are born 

becomes decisive and can have motivational consequences and involve mental models. 

One thing is to define and impose a rule from the top to the employees and another thing 

is to succeed in spreading one's vision, especially that of the entrepreneur within an 

organization. In a group people tend to follow the same rules, a person following the 

rules has advantages that are not insignificant and one of the main advantage is to be 

accepted and not isolated. 

In order to make people feel part of a group within an enterprise, the 

entrepreneur plays a very important role in this regard. He must be able to make people 

feel part of a group and must spread the philosophy because it is likely that the workers 

put in place opportunistic behavior. Many companies entrust the task of obtaining the 

loyalty of the group to the leaders or, "to its ability to identify a valid business 

conception and to transmit it to all employees" (Novarese p.153, 2007). 
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To achieve this goal, the entrepreneur must be able to control and shape the 

communication mechanisms concerning the management of the organization right from 

the start of the business. Due to limited rationality, individuals will use schemes to 

handle their duties. These schemes derive from experience and learning, and the 

development of this knowledge takes place within social environments and is fostered 

by interaction and imitation. In this way, interpretative models are born, shared by the 

members of the same group. The task of the entrepreneur is to succeed in modeling these 

schemes, imposing his business vision, "transferring to others what Witt defines 

business conception" (Novarese p.153, 2007). 

If the manager succeeds in his intention the workers will hardly behave as 

opportunists because they will behave on the basis of the entrepreneur's optics. To 

facilitate the achievement of this goal, limited rationality comes to the use as an efficient 

way, in the sense that it makes the agents unable to focus their attention on multiple 

objectives, so it becomes difficult to act according to the patterns dictated by the 

entrepreneur on the one hand and at the same time think of another perspective. 

Moreover, as repeatedly highlighted, sharing the mental schemes allows the 

resolution of the problem of coordination because they all reason in the same way. 

Therefore "the organizational problem and the motivation problem are managed 

together" (Novarese p.153, 2007). This model fails to find application when the 

entrepreneur fails to be a leader, or when the employees lack of respect to the manager 

of the organization. Furthermore, Novarese (2007) points out how on the different 

mental schemes of multiple leaders can be triggered a competition that leads to 

opportunism. Witt, comes up with the idea of learning or apprehension and Novarese 

(2007) associates it with the concept of docility. The worker's interest is to solve the 

problem of how to behave within the company. To achieve this, the worker must make a 

decision that has more facets, first there is a technical decision in the sense that the 

worker's task is to establish what and how to do but once the choice is made, the 

motivation part is triggered of whatever means making a commitment which is 

considered to be characterized by equity. 
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Imitation is the best solution or at least the simplest and most immediate for the 

worker since he can benefit from it and it doesn’t imply any efforts to define multiple 

objectives and find a way to perform them alone (Novarese, 2007). Between imitation 

and identification, the transition is fast, however, workers must be able to express their 

opinions, in this way there will be an effective participation in the management of the 

company. In other words, the possibility is given to the worker to express himself and it 

is as if he could identify himself to the entrepreneur through his own actions. In this 

case, if workers can express their opinions, it is clear that the employer will listen to 

them and allows comparison. This means that it completely changes the role of the 

entrepreneur, rather its task now becomes that of creating an environment in which 

collaboration and coordination is possible so that workers can express their opinions and 

thus obtain the preservation of loyalty and stimulating innovation and change (Novarese, 

2007). 

 

2.4 Organizational identity 

The main motivation to offer work is represented by the economic remuneration. 

However, it is equally true that people do not act only for the pursuit of material goods. 

The motivations to perform a particular action do not derive only from the outside of the 

action itself, but there are other motivations that are internal to the activity itself, for 

example "the satisfaction of carrying it out and the interest in the work" (Novarese 

p.154, 2007) but also the identification with the organization. It is possible to affirm that 

organizational identity refers to shared and common values, feelings and perceptions 

within the members of a group. 

The topic of the organizational identification has been covered by Akerlof and 

Kranton (2010). First, they focus on the concept of identity, on what the characteristics 

are: "how individuals think that they and others should behave, how society teaches 

them to behave, how individuals are motivated by these ideals, sometimes to the point of 

being willing to die for them "(Akerlof, Kranton p.9, 2010). The concept of identity is 

different from that of preference, one thing is a taste or a preference (for a color for 
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example, purple) that derives from individual characteristics, another thing is the identity 

that comes from the social environment. Society through the use of rules influences 

small decisions, norms and identity also influence complex choices such as  

marriage, work, wars. In the past, economists have always considered that all 

these choices derive from the tastes and preferences of the individual, tastes and 

preferences that characterized the individual regardless of the social context. This 

system does not take into consideration the concept of identity in any way. The question 

posed by Akerlof and Kranton (p.15, 2010) is as follows: "How do individuals know 

which rules apply to their situation, prescribing what they and others should and should 

not do?". The answer is as simple as it is complex, meaning individuals learn their 

behavior by observing the behavior of others. The example is that of a child who must 

learn to speak, not only learns vocabulary and grammar but also mimics the 

pronunciation. The extraordinary thing is that the child can make distinctions, for 

example the child of an immigrant adopts the accent not of the parents but of the peers. 

This means that children understand that there are different ways of speaking based on 

people and situations (Akerlof, Kranton p.17, 2010). 

In sociology it is stated that individuals tend to divide themselves and others into 

social categories, each has rules, different categories correspond to different rules. The 

rules also establish how different individuals, different social categories relate to each 

other. An example of how identities and norms act is provided by Erving Goffmann 

(Akerlof, Kranton p.17, 2010) and describes the behavior of children in the rides, these 

are attracted to the rides, but when they grow up, despite the pleasure of seeing the 

carousel hearing the music behave in an ambiguous way because on the one hand he 

would like to go on the carousel, on the other he is aware that he is now too big for that 

kind of game. With this example, a general principle is highlighted, that is, when an 

individual does what he thinks he should do, he is as happy as the children in the rides. 

Likewise, when "they are not up to the standards that they themselves have established, 

they are as unhappy as the grown-up boys who no longer use the rides" (Akerlof, 

Kranton p.18, 2010). In the latter case they will adapt to the given rules. 



44 

 

However, it must be clarified, before going on, that when we refer to the term of 

identity, it will also include social norms and categories. For Akerlof and Kranton (2010, 

p.18) "the identity of people defines who they are, that is, their social category." 

Identities influence the decisions of individuals, since different rules of behavior are 

associated with different social categories ". The example is precisely that of children 

playing in the carousel. The different age classes of the children represent the social 

categories, then there are the rules "that establish how individuals of different social 

categories should behave". (Akerlof, Kranton p.18, 2010). Having made this necessary 

premise, let's take a step back and return to the main theme of the organization. In the 

past, economists have been concerned with elaborating a theory of labor incentives to 

emphasize the role of wages and bonuses (Akerlof, Kranton p.20, 2010). According to 

the theory, a company works well if it can give a fair value to monetary incentives, but 

since this is the theme of opportunism, through empirical exams we have reached 

opposite conclusions. In other words, an employee whose objective is to maximize 

salaries and bonuses, is concerned only with the personal purpose, putting the interests 

of the company in second place. Akerlof and Kranton (p.20, 2010) according to them, 

"will do all they can to deserve the incentives, but they will not necessarily do what is 

best for the company and the customers". Therefore, if the monetary incentive is not 

relevant alone, one wonders what factors are relevant. 

This question is answered by the supporters of the identity economy according to 

which a "company works well when employees identify with it and follow rules that 

promote corporate goals" (Akerlof, Kranton p.21, 2010). The point of departure that 

underlies this representation is, first of all, to demonstrate that "the behavior of 

individuals depends on who people think they are" (Akerlof, Kranton p.36, 2010). To 

validate this thesis some experiments were made which gave surprising results. The first 

experiment dates back to 1954, it was done by a psychologist, Muzafer Sherif (Akerlof, 

Kranton p.36, 2010) who together with his collaborators, brought two groups of boys, 

who were eleven years old, from a city in a park. These two groups of guys made the 

trip in two different buses, when they arrived at the park they were isolated for a week in 

two different parts of the same. The boys of each group, who have been forced to live in 
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a Spartan way away from their homes, have tied up with each other. At the end of the 

week both groups were aware of the existence in the park of another group, even if they 

had never met. Later they were reunited to make competitive games. The result was that 

of a battle to the death. Finally, the researchers carried out interventions aimed at 

reconciling the boys. This experiment denotes a clear representation of the three 

concepts listed above and reunified in the term of identity, that is, the names that the 

groups have assigned themselves, so they form social categories. 

In addition, the boys gathered once thought that the best behavior was that of the 

war, in other words they gave themselves the rules, finally the experiences made have 

increased the pride of the boys and here we highlight the useful identity (Akerlof, 

Kranton p.37, 2010). This experiment is obviously extreme. Another experiment was 

done by Henri Tajfel (Akerlof, Kranton p.37, 2010), who together with a group of 

collaborators tried to find out what were the minimum conditions necessary to create the 

group's identification. The research took place in university laboratories. 

For the experiment were used boys who were between the ages of fourteen and 

fifteen. They were divided into two groups based on the appreciation expressed for two 

works of art by different artists, but in reality, the assignment to one group rather than 

the other was completely random. When asked to choose a pair of values from a list, the 

boys were more likely to choose the one that maximized the difference in score between 

the groups and not the one that was able to give the group the highest score ever. 

Through these experiments we can see that there is a strong tendency to divide into 

groups and this trend exists even when there is a monetary stake in play. Several 

experiments confirmed the tendency of a member of the group to reward a member of 

the group and to punish a member of an adverse group. Not only that, other experiments 

show how individuals change their behavior when they are reminded of racial, ethnical 

and sexual identity. This method is called priming. In particular, Claude Steel and 

Joshua Aroson (Akerlof, Kranton p.39, 2010) carried out an experiment that involved 

students from Stanford University. The experiment consisted of an oral exam that 

included tough questions. A group of boys was told that the test would be a test of their 

ability to evaluate, while others were not told anything. The result was that the African-
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American boys belonging to the first group, those who they thought that the exam was a 

test of evaluation of their abilities, they had worse results than the African-American 

boys of the second group. This shows, according to the authors of the experiment, that 

the students were probably influenced by the stereotypes related to the performance of 

their race. Akerlof and Kranton (p.39, 2010) argue that "performance below their real 

capacity is due to what they call the threat of stereotyping". The results of these 

experiments were remarkable as the students admitted to Standford University had to 

have had good scores at the Scholastic Aptitude test, which is similar to that of the 

experiment.  

Another experiment demonstrating the influence of the threat from stereotypes 

was the one conducted by Karla Hoff and Priyanka Pandey (Akerlof, Kranton p.40, 

2010) in India. Subjects had to solve labyrinth tests. Those who won obtained a sum of 

money. In India, the surname points out that it belongs to a caste. When the same game 

was played, however, anticipated by the surname of the participants, those who belonged 

to the lower castes had a success rate of 23 percent lower. So, the only pronunciation of 

the surname aloud was enough to make the performance worse. There are several 

experiments, but it is impossible to treat them all, what is important to emphasize here is 

what is the common element? 

The element in common is the proof of the existence of social categories, so a 

subject belongs to a social category and there are rules that establish what and how the 

group members have to do or not to do in comparison with others. Economists have 

focused on the topic of how to give workers the right incentives, but this has always 

been done from an entrepreneurial point of view. It is difficult to assess the individual 

performance, it is not easy to check, for example in an industry how much a worker 

actually tightens a screw or how much care to prepare a packaging or in the retail trade 

with how much a sales employee is present the goods to customers "(Akerlof, Kranton 

p.52, 2010) But then how can the entrepreneur determine the right compensation to be 

paid? How much and according to what criteria must his workers’ pay according to 

classical economic theory, even if the owner cannot control exactly the work of the 

employees has the tools to get the answer to these questions. For example, he can check 
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samples at home to record the frequency of errors in production and in the second case, 

in the retail trade, examine sales receipts at the end of every working day. 

Therefore, the employee could have a higher pay every time the frequency of 

errors in production is low, or when sales are high. So according to this theory the 

solution to the problem is that the worker's incentive should be in this increase in pay. 

But in reality, monetary incentives are not so effective. First of all, the result of the work 

is not only the work of an individual but is often the result of the interaction of a group, 

therefore the information that derives from the result, necessary to establish the 

remuneration, cannot be linked to the commitment of a single individual as more people 

are involved. 

Therefore, if you do not really see the effort of the individual it is impossible to 

establish a fair salary. Moreover, for many workers it is necessary to carry out more 

tasks, so if a worker is rewarded for example only for the performance of some tasks, it 

is natural that he will then concentrate all the attention on that activity, leaving out the 

others. And again, the results are sometimes the result of competition, the question is, in 

the event of competition is the worker incentivized to damage the work of the colleague? 

(Akerlof, Kranton p.54, 2010).  

All these cases show how it is not realistic to look only at the results to get the 

fair pay of their employees so that the latter are motivated. In fact, using the method just 

described according to Robert Gibbson (cited by Akerlof, Kranton p.54, 2010) 

"companies get what they pay for, but as pay cannot be addressed with sufficient 

accuracy they do not get what they want". 

So, if an organization wants to work well it cannot rely only on monetary 

incentives. But we need to refer to other values such as identity that "on one hand, 

workers should be employed in jobs in which they identify, on the other, companies 

should favor attachment to corporate values "(Akerlof, Kranton p.54, 2010). 

How can identity influence the incentive system? According to several empirical 

observations in different work environments there are three identifying factors. The first 
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is represented by social categories, in particular there are two categories, that of those 

who identify with the organization and the company called insiders and those who they 

do not identify themselves called outsiders. In considering the second factor we find the 

norms and ideals where the insider thinks it is right to engage in the work while the 

outsider believes that it is sufficient to commit the bare minimum and think of himself 

and not the interests of the organization. The last feature reduces losses and gains in 

utilitarian identity: the insider loses in utilitarian identity if you commit a little in the 

work while the outsider loses if you commit a lot. On the other hand, an insider 

maximizes its identity utility every time it takes a lot of effort, so it does not need big 

incentives, in other words it engages so much without an increase in pay. The outsider, 

on the other hand, commits little, to increase his efforts an increase in pay is necessary. 

A company is interested in making the outsider an insider as the latter works 

more for a lower salary. So, the company has an interest in making identity change to its 

workers. The change of identity involves training costs, bonus of engagement and 

benefits. So according to Akerlof and Kranton (p.57, 2010) a company is willing to 

invest in order to have greater profits if this involves at low costs to impress a new 

identity, there is much underlying economic uncertainty, the effort made by the 

individual worker it is difficult to evaluate, profits or productivity depend on exceptional 

efforts made at peak times. In addition, other factors of interest for the implementation 

of organizational identity are distinguished when workers have a particular aversion to 

risk and business productivity depends critically on the amount of effort made by 

workers. In some organizations it is easier to give a new identity. For example, in the 

army, soldiers sympathize with military ideals even before enlistment. Furthermore, to 

impress a new identity is simpler also because of the isolation of the military from civil 

society. In the case of the military organization, the incentive deriving from the identity 

with respect to the incentive deriving from monetary remuneration is pre-empted. This 

statement is confirmed by the weak link in the military field between pay and results. 

The effort in the military world is rewarded with medals and not with bonuses (Akerlof, 

Kranton p.58, 2010). The task, therefore, of a military organization will be to obtain 

many insider soldiers who differ from civil society, outsiders. In fact, in military 



49 

 

academies and training programs this distinction is inculcated in the students in such a 

way as to obtain from them the respect of the military code of conduct. 

The latter dictates the behavioral rules of an insider. The best incentives, in the 

military field, come from the ideals formalized in the codes. So, the principle of 

obedience of the codes is at the base of the military organization, we must also believe in 

the system in which it is incorporated. 

From what has been said, it is clear that "the military invest to make insiders 

become outsiders" (Akerlof, Kranton p.60, 2010). Initiation rites, training, hair cutting 

are part of this investment, they are part of the process necessary to create an identity. 

Therefore, on the one hand, the importance that the military gives to the ideal that puts 

service before oneself on the other hand, and then, the scarce importance attached to 

monetary remuneration, are indicative of the fact that "identity can replace monetary 

models "(Akerlof, Kranton p.61, 2010). 

The situation changes in the civil world. In literature it is usual to make a 

distinction between intrinsic motivations and extrinsic motivations, which correspond to 

the insider and outsider concepts seen above. Among the various organizational theories 

and according to Taylorism, the manager should "define the tasks, determine the best 

way to execute them and establish the appropriate pay for the performance" (Akerlof, 

Kranton, p.64, 2010). According to Taylorism, cooperation is an acquired fact, so it has 

no importance if the workers are insiders or outsiders. However, in the 1930s the 

difficulties highlighted by management theory to measure worker productivity, 

highlighted the importance of motivation, both individual and group. A manager 

therefore wants insider employees and not outsiders, the manager's task will be to 

encourage workers to identify with company goals. This strategy is called "management 

by objectives" (Akerlof, Kranton p.65, 2010), the employees are not strangers but they 

are an active part in determining the working goals. This type of management aims to 

change individual motivations (Akerlof, Kranton 2010). 

Some ethnographic studies show how individual motivation and identification 

with the company are important for workers at all levels. Take for example the story of 



50 

 

Mike (quoted by Akerlof, Kranton p.66, 2010), it was a worker in a steel mill. He was an 

outsider because he hated his job and felt harassed by the foreman. To avoid becoming 

unemployed, it did not create problems. His anger accumulated in the hours of work he 

vented in fights in the tavern. This is a typical example of an outsider agent, the only 

interest that pursues is economic. 

He loses his identity as a result of the gap between the effort he makes and what 

he would like to do. The outburst in the tavern is the only way to "recover its loss of 

identity" (Akerlof, Kranton, p. 67, 2010). This story shows how, even in cases where 

only the monetary incentives motivate the worker, the identity factor is there, it is not 

inactive. 

He loses his identity as a result of the gap between the effort he makes and what 

he would like to do. The outburst in the tavern is the only way to "recover its loss of 

identity" (Akerlof, Kranton, p. 67, 2010). This story shows how, even in cases where 

only the monetary incentives motivate the worker, the identity factor is there, it is not 

inactive. 

An opposite story is that of Shirley (quoted by Akerlof, Kranton p.67, 2010), an 

insider. African American who worked for a company that provides mail sorters. The 

company trains employees to handle complaints and insults from customers. However, 

despite the constant insults, complaints, etc., she was motivated and proud of her work. 

The ethnographic works show as many cases as those now described, the workers either 

identify with their work or are frustrated by it (Akerlof, Kranton p.69, 2010). 

The insider and outsider distinction while providing an indication of the 

relationship of identity and work, is not sufficient, because several studies have shown 

that workers do not identify so much with the company, rather the identification occurs 

with regard to the working group. 

Therefore, a model which provides that the worker is more loyal to a work group 

than to the company more truthfully represents the reality. In this case the workers 

recognize themselves as outsiders or as members of a working group; the members of a 
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working group consider they have to make an average effort, while the outsiders will 

make little effort and finally (losses and gains in identity) the workers lose in identity 

utility to the extent that their commitment deviates from their ideals ( Akerlof, Kranton 

p.69, 2010). 

Whether or not the work group is identified depends on the company's 

management policy. Rigorous supervision would allow a complete picture of the efforts 

made, but at the same time would risk over-surveillance of employees who might 

behave like Mike (Akerlof, Kranton, p.70, 2010). On the other hand, less stringent 

supervision would entail a greater identification of the workers in the working group. In 

both cases there would be advantages and disadvantages. In the first case there will be 

more information on the commitment of the workers but less effort on the part of them 

(outsiders), in the second case there will be less information on the commitment 

becoming so difficult to establish the quantum of monetary incentives, but the effort 

would be average and not minimum. The second hypothesis is the best one to 

implement. 

 

2.5 Behavioral approach related to management 

After noticing the irrational behavior of the employees within organizations and 

after understanding the approach adopted by Simon through the description of the 

Administrative man which relies on the limitations of the human brain, it is arguable 

how a good management and the adoption of opportune strategies are needed in order to 

reach pre-established goals within organizations. The managerial theories at which we 

will refer are then, based on behavioral approach as described in the book of Peter 

Makin and Charles Cox (2004). In other words, all inadequacies which prevent an 

effective pattern of behavior within organizations are identified and changed so that 

managerial strategies aimed at managing individuals, or groups of individuals through a 

behavioral approach will succeed. Behavior plays a key role and it can be modified, used 

for influencing people towards effective change and this is not obtained through changes 

on personality because it wouldn’t lead to effective results, but through changes on the 
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behavior itself “Rather than deal with the psychological causes of behavior, like attitudes 

and personalities, it deals with problem behavior directly” (Charles Cox, Peter Makin 

p.16, 2004). Consequently, a relevant example showing the benefits of using behavioral 

change for solving problems comes from making employees understand what is 

expected from them. Since behavior can be changed but personalities are unchangeable, 

every employee, no matter what their occupation is, should exert their functions in the 

most appropriate way in order to satisfy requirements based on their occupation. In our 

example, a bar tender will try to apply a behavioral approach for correcting situations 

causing dissatisfactions to customers. Though, it is important to remember that for the 

profession of bar tender, young people are being hired without receiving any formation 

from the manager because it is considered “too obvious” (Charles Cox, Peter Makin 

p.18, 2004) what is expected from them. In this case, a bartender who wants to perform 

his job at his best, analyzed how the problem of serving people when the pub is crowded 

could be solved by creating a line in front of the bar which is respected by customers for 

avoiding careless customers which are loud and act in a bad way to offend the educated 

people queuing. The bartender who enacted these actions directed to satisfy customers, 

thought about serving people in the order of the queue without listening to disrespectful 

customers skipping places and arriving directly in front of the bar. In order to control 

this situation, the bartender thought also about a way of measuring the level of 

satisfaction of the customers which behave well and the idea was that of checking tips 

before and after the implementation of the new behavior. Finally, the result consisted in 

a triplication of the tips, showing double-sided outcomes leaded by a gratification for the 

bartender and especially to the obtainment of the purpose of the desired behavioral 

change” the correct specification of behavior may lead to improved performance- the 

clarification effect” (Charles Cox, Peter Makin p.18, 2004). 

With regard to the same effect produced by behavioral change it was cited 

(Anderson et al. 1988), who’s interest was of providing clarified tasks for cleaning bars 

and revealed the effect of clarification through behavioral specification as conducing to 

significant improvements. Moreover, it is important to underline that “specifying 

problems in behavioral terms often avoids negative emotional reactions to criticism” 
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(Charles Cox, Peter Makin p.18, 2004). One person’s identity can be undermined by 

criticism, because the description in negative terms of someone’s traits most of the time 

turns out to conduct to defensive reactions while on the other hand, choosing to express 

issues in behavioral terms without involving personality traits, provides more beneficial 

results. For example, individuals can behave with little intelligence in some cases, but 

this cannot be taken as a global result, so it doesn’t mean that we can be cataloged as 

being stupid for mistaking sometimes, because it is just natural.  In any case, schemes to 

be followed by employees have to be established by management and the business 

concept is a natural trait which has to be understood and respected by all members in the 

organization. Furthermore, a manger must be able to make people feel part of a group 

and must spread the philosophy because workers might put in place opportunistic 

behaviors. Though, expressing problems in behavioral terms might represent a step in 

keeping groups united throughout the creation of a better atmosphere.  By using a 

citation of Komaki (1998) it is possible to delineate the prescription of the instructions 

which render a manager effective “make appropriate behaviors clear, accurately and 

fairly appraise performance and provide consequences contingent upon performance”. 

 

2.6 Managing groups at the organizational level 

Managers have the power to change the behavior of individuals, but also of 

groups throughout actions involving interventions of behavioral change affecting the 

whole organization. People get trained and formed in order to obtain an improvement of 

performance towards an organizational change and together with the change of behavior, 

personalities which seem immutable may also become more flexible “once behavior has 

changed attitudes and perceptions will also adjust in line” (Charles Cox, Peter Makin 

p.126, 2004). 

The behavioral approach aimed at the management of groups can be exemplified 

throughout examples which will be shown as follows. Charles Cox and Peter Makin 

(2004) explained how better results could be obtained by applying methods of 

behavioral approach when groups perform results which are badly functioning in 
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organizations. In the case considered, a group of engineers from a department of an 

organization cannot face the total amount of workload and the pressure from superiors it 

is considered as being too high. All this created dissatisfaction between customers and a 

bad atmosphere within the team which compared to other similar departments resulted 

not to perform in the same manner even though there were no differentiations of the 

engineers’ professional preparation or typologies of requirements to be solved. As a 

result, the department facing problems was compared with another department which 

provides a gratifying output. For obtaining an explanation on the bad functioning of the 

problematic department, Charles Cox and Peter Makin (2004) used individual examples 

in order to show the way of functioning of the two departments considered. The engineer 

of the department X enacted a friendly behavior, solving problems through the use of 

social middles or telephone and only in extreme situations he was intervening and taking 

alerting measures expressed through negative actions comparable to criticism. On the 

other hand, the engineer of the other section, called section Y, enacted another type of 

behavior, almost in contrast with the one of the X. He liked to be involved in all the 

tasks even though he could have been helped for solving those considered less 

important, and by doing so his job would have resulted less demanding compared to his 

overloaded work status since according to Komaki (1998) and as reminded by the 

authors of Changing Behavior at Work (Charles Cox and Peter Makin p.100, 2004) “the 

manager’s job is to prescribe, co-ordinate and monitor the tasks carried out, rather than 

do them himself”. While, in the same department regarding the behavior towards the 

employees, few errors were permitted and the consequences of not accomplishing fully 

the tasks were leading to consequences involving penalties. Moreover, the team was 

composed by two groups which were strangers to each other and the cohesion between 

workers wasn’t that great. 

As a result, there were searched solutions to the problems encountered in each 

situation and they rely on behavioral approach through some mainstream actions to be 

followed for obtaining a correction of behavior. More precisely, these actions are 

consisting of “a specification, followed by a reinforcement of the desired behavior, and a 

removal of the reinforcement of the undesired behavior” (Charles Cox, Peter Makin p. 
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106, 2004). These methods are basically relying on the settlement of targets to be 

achieved by each engineer throughout reinforcements of behavior which will lead to the 

desirable outcomes. Behaviors could be reinforced in different ways as for example by 

giving money rewards, but this can result costly and not easy for the managers to use as 

a toll for obtaining improvements. This automatically involves the adopting of new 

methods, and they regard “feedback, praise and recognition” (Charles Cox and Peter 

Makin p.106, 2004).  

By retaking the examples previously used for understanding the functioning of 

departments X and Y, this time it is emphasized how actions for redirecting behavior 

such as reinforcements are useful for obtaining desired outcomes like the obtainment of 

a better group performance. In addition to it, punishments deriving from minor errors 

were contrasted with some reinforcements directed to their extinguishment or 

progressive diminishment. In the end, “the results of this intervention were impressive. 

The section became from being the worst performing, the top performing one” (Charles 

Cox, Peter Makin p.107, 2004). 

Hence, we have seen how well-defined managerial interventions targeted on 

behavioral change can provide a significant impact on the desired outcomes without 

involving significant expenses or difficult techniques. Therefore, the measures to be 

enacted in order to obtain major factors of change could be provided by redirecting the 

organizational culture to the creation of stronger beliefs, feelings and a noticeable 

cohesion of groups within organizations. 

 

2.7 From dependence to inter-dependence  

Actions such as the reinforcements reminded earlier as effective solutions to 

enhancing organizational performance or other managerial interventions directed to 

beneficial outcomes for both individuals and organizations should allow individuals to 

maintain the ability to perform decisions by themselves without being “always told what 

to do and pushing people into a position of dependence” (Charles Cox and Peter Makin 

p.138, 2004). The cases of excessive authority exerted by managers and characterizing 
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the relationship of dependence involving some employees leads to outcomes such as 

resistance to changes and fear of taking responsibilities when employees are not 

followed anymore. Therefore, the following illustration carries some examples related to 

dependence and which throughout an extensive explanation of each entail different 

reactions, such as frighten” making decisions and seeing them through a situation in 

which one was previously told what to do can be quite frightening” (Charles Cox and 

Peter Makin p.138, 2004) but not only. 

 

 

 

 

 

 

 

 

Image 2; Source (Dependence relationships, Charles Cox, Peter Makin, 2004). 

 

The counter-dependence is encountered when individuals don’t feel free to take 

decisions and are feeling restricted by excessive authority. To combat this, individuals 

decide to oppose themselves to the encountered situation and enact actions in opposition 

to it, which consequently are disliked by the controlling team “all that the dependent 

person can do is fight-back” (Charles Cox and Peter Makin p. 124, 2004). In contrast to 

it, the mutual dependence regards a collaborative situation where individuals are feeling 

less restricted and which implies a higher collaboration between the parts. Therefore, 

this is the most common relation between workers and managers in organizations. All 

the participants play an important role but if they feel restricted, the situation can lead to 

an outcome which endangers both sides “it always takes the form of each party 
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controlling their own areas of activity, but in a way, which is mutually supportive of 

each other” (Charles Cox and Peter Makin p.124, 2004) otherwise it leads to the end of 

the collaboration. To go on with, the inter-dependence is comparable to the previously 

encountered situation but provides in change more collaboration and the possibility to 

enhance growth for organizations by being involved responsibly “In management terms 

this will be a truly participative system, each partner concentrating on their own job, but 

able to take over” (Charles Cox and Peter Makin p. 140, 2004). 

Shifting from dependence to another situation called independence can be fast 

and when individuals feel independent they will stop feeling involved and participative. 

Most of the times this represents the outcome of a situation of counter dependence. 

Among organizational changes resides also the purpose of creating a situation of 

inter-dependence which allows the insertion of other strategical aims such as behavioral 

change of individuals. By doing so, management should maintain a balanced 

participation in manifesting their involvement for permitting individuals to feel free to 

perform their duties without putting the pressure which often is exerted by the higher 

authorities.  

Sometimes it can be difficult to redirect individuals towards a situation of inter-

dependence, especially if they are required to change from a previously compromised 

situation. Gradual steps have to be made and only gradually, by passing through a 

situation of mutual-dependence or counter dependence, the optimal situation can be 

reached. Though, it is difficult to outperform the expected result because often managers 

cannot manage efficiently control and an unbalanced control leads to situations such as 

independence. However, a situation of letting out control can have better finalities which 

can consist in the creation of mutual dependence but it doesn’t mean that it will lead 

necessarily to the final resolution of the problem since “there is a tendency to get stuck 

in this stage and not make the move on into inter-dependence” (Charles Cox and Peter 

Makin p. 141, 2004). 

A situation comparable to the one encountered in the management of the 

organizations is the one of raising children until they become adults. Children are 
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dependent from their parents at the beginning of their lives and after they will pass 

through stages of mutual dependence or counter dependence which could lead to a 

desirable situation of inter-dependence or independence “The relationship will 

eventually develop into that of two inter-dependent adults. If not handled properly, the 

child may retire into independence” (Charles Cox and Peter Makin p.126, 2004). 

Dependency can be solved through a major use of reinforcements. Those individuals of 

organizations which are afraid of facing new issues because of being too dependent in 

the past can be progressively helped to move towards assuming responsibilities with the 

intervention of consultants until the situation can be concluded in inter-dependence and 

managers won’t represent anymore a feared high control authority. 

In all the organizations, in order to obtain successful strategies some 

modifications or initiatives like the previously encountered reinforcements aimed at 

encouraging or discouraging certain actions, but also other types of interventions for 

creating solid groups are required. Other aims followed by organizations could be 

persevered and they could comprehend the enhancement of communication, innovation, 

personnel and management satisfaction and growth. The most common interventions to 

the achievement of organizational goals can regard reducing authority by empowering 

and reinforcing employees through the possibility of making them feel free to express 

their own thoughts until reaching even more important actions regarding behavior 

change involving both sides, employees and the managers. 

 

2.8 Changing the organizational culture 

Many organizations are interested in changing their culture for obtaining 

innovative upgrades and functions. Charles Cox and Peter Makin (p. 144, 2004) through 

the studies of Peters and Waterman (1982) stated that changing the culture of an 

organization represents a new trend and “successful companies all shared certain key 

elements in their culture”. The notion of culture regarding organizations was provided 

by many expert economists and among the most recent expressions a definition it is 

attributable to Schein (1984) which defines it as the totality of “assumptions that a given 
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group has invented, discovered or developed …, to be taught to new members as the 

correct way to perceive problems”. A further definition of James Wilk (1989) puts 

emphasis on the extent to which organizational cultures can influence the operativity of 

a company by creating a unique identity useful to achieve pre-established strategies to its 

members “Once you learn the culture of an organization, you know how to conduct 

yourself wherever you may venture within it”. 

However, implementing a new culture is not easy because it requires time and 

efforts and there are no formal rules for establishing a new culture. Changing culture 

relies much on the management and on using appropriate methods for accomplishing 

their targets and on the willingness of employees for collaborating to obtain an enhanced 

performance as well as on their involvement and personal thoughts because people can 

give to an organization “a distinct identity and a distinct flavor or feel”( Charles Cox and 

Peter Makin, p.130, 2004).  

Changing organizational culture can be delineated through the presence of some 

elements in the traditional approach, while a more effective method of obtaining culture 

change it is attainable throughout the implementation of behavioral approach. In the 

traditional view of cultural change Cummings and Huse (1989) delineate some elements 

directed to obtain change. 

 

2.8.1 Traditional approach on changing the organizational culture 

Therefore, elements enacting change are distinguishable firstly through the clear 

definition of goals followed by an organization. Goals have to be realistic and they have 

to match the cultural setting of the company. Moreover, the objectives to be attained by 

a company must be compatible with their aims in terms of leadership and they have to 

provide the possibility to enact a cultural changeset. In the second place, the 

management has to be committed to promote change and it has to render visible their 

effort in pursuing changes since employees tend to follow the information perceived 

from the top management. The third element coming from the traditional approach 

directed to change management puts an emphasize on the actions enacted by managers 
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since they have to perform congruently and sustain the new culture of the company in a 

visible manner. Another important action which deserves attention is the fourth element, 

directed to a right formulation of the organizational structure. All procedures have to be 

aligned and adapted to the pursued culture attainment. 

Finally, in the classification of Cummings and Huse (1989), the fifth element 

regards finding modalities for accelerating the process of change by getting help from 

outside. New employees come across the new setting and they could provide useful help 

to the oldest ones to improve or likewise they could identify old employees not adapting 

to changes and decelerating the process, to leave. Thus, a similar setting involves an 

enhanced personnel movement in and out the organization. The principles at the basis of 

the traditional view regard the possibility to obtain the change of attitudes and beliefs of 

old employees through different methods of training.  Therefore, since personalities are 

difficult or impossible to modify, the traditional method of cultural change doesn’t 

provide effective outcomes because it is not implying behavioral changes. 

There is a classification of typologies of behaviors and they are identifiable as 

behaviors which “pay off or other behaviors which don’t” (Charles Cox, Peter Makin 

p.131, 2004), in other terms behaviors which could get reinforced to continue or to 

cease. Reinforcements play a key role in “defining the organizational culture” as 

sustained by Wilk. Regarding reinforcements, Harrison (1987) classifies four types of 

possible organizational cultures but we will limit at only naming them “power culture, 

role culture, achievement culture, support culture”, to then focus our attention to the 

behavioral approach aimed at the obtainment of a change culture. 

For obtaining cultural change throughout the behavioral approach it is necessary 

to follow certain steps, but the successful achievement of the pursued changed is not 

guaranteed if the resistance to change of the employees is not overcome. It is essential to 

influence a considerable number of individuals and to use communication and 

reinforcements for obtaining the desired changes since a correct approach may increase 

individuals’ interest in following requirements. 
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The steps for adopting a behavioral approach differ from the traditional approach 

and Charles Cox and Peter Makin (2004) recollected some of them in the following way. 

Awareness of what a culture change process may imply and its long-term endeavor. 

Changes cannot be obtained promptly but they have to be obtained in small steps. The 

definition of the behavior which the new culture will get implemented, entails one of the 

most significant steps for change. Finding reinforcements for sustaining the new 

behavior and ways to adjust the old one by identifying the changes required. Another 

step conducing to change is the definition of a section where the new initiatives of 

change will start in order to obtain successful results leading to the encouragement of 

performing an overall organizational change. All the employees and the sections of the 

organization should be aware of the actions involved by changes inside the departments 

they are performing. A factor of particular relevance is represented by establishing 

precisely the mansions to be exercised by each sector and the aims to be attained. 

Behavioral approach in managing employees leads to successful results whenever 

employees become involved and whenever they can determine the working parameters 

involving reinforcements and behaviors. The adoption of the steps reminded earlier and 

the involvement of a greater number of employees lead to the evolution of the 

organizational growth and to the achievement of the strategy of behavioral approach. 

Changing the culture of an organization throughout behavioral approach involves time 

and the adoption of gradual steps to change internal strategies and make it shared by 

more individuals. Changes involve time for adaptation and not all individuals manage to 

cooperate with it so they could oppose resistance “In any change process there is always 

the possibility of resistance” (Charles Cox, Peter Makin, p.150, 2004). 

With regard to it, resistance to change is representing one of the major issues 

encountered when dealing with change “there is a widespread myth that people 

inevitably dislike change and will always do their best to avoid it”( Charles Cox, Peter 

Makin, p.147, 2004). In reality, people adopted change at a large scale because only 

through change evolution is possible and in the latest years we could have seen many 

changes occurring in terms of innovation through technologies and not only. Individuals 

operate changes in a different manner and change requires patience and self-control. 
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Altogether, change is not encountered only within organizations but also in many other 

professional and personal ambiances. Reinforcements and cooperation between people 

from teams conduct to the achievement of  successful progresses for adapting to changes 

and top management is the major responsible for implementing it “change is, perhaps 

inevitably, driven from the top” (Charles Cox, Peter Makin p.153, 2004) even though 

employees play an important role in defining which behavior and what reinforcements 

are stimulating them to the achievement of the result “Decisions about the process and 

nature of the change should often be made lower down the organization”(Charles Cox, 

Peter Makin p.153, 2004). In this sense, organizations which understand the need for a 

gradual implementation of change and are aware of the efforts faced by the employees 

which need support, confidence and to be fully informed encourage change at a greater 

extent and the passage from dependence to inter-dependence it is faster. 

Linked to organizational change, it is possible to implement an inexpensive and 

efficient public policy modality which initiated within the well-cohesive groups it 

facilitates innovation and gently pushes individuals to perform the required operations 

without them having to feel constrained or controlled, in return receiving appreciation 

and satisfaction that are beneficial to both the individual and the organization to achieve 

their objectives. 
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Chapter 3 

 

3.1.1 Digital Nudges in Private organizations 

This chapter is focusing on the functionality of nudges within organizations and 

here the study of their implementation regards private organizations. Nudges are based 

on psychological stimuli and they are aimed at improving the welfare of those being 

nudged (Thaler and Sunstein, 2004). The new form of nudge is digital and their adoption 

guarantees a faster obtainment of results by using inexpensive tools based on technology 

and communication. Digital nudges “are a valuable tool for change management in 

organizations of any size “(J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 

2017) since this new tool by embracing  an extensive application is applicable in 

situations when management’s desire is directed to enact changes which could increase 

their business performance and provide satisfactory results for they employees and make 

them feel appraised. Their role is to operate on the behavior of employees without 

imposing restrictions but redirecting their behavior towards beneficial outcomes.  

The purpose of digital nudges is underlined by the major effects deriving from its 

application inside an airlines company, Virginia Airlines and a more controversial 

example is given in the study of the Uber case. 

At the light of this case studies is possible to demonstrate how the behavioral 

economics insights can be used whether for positive or ill-intentioned purposes but as 

sustained by Gino F. (2017) “like many tools, it can be used in good and bad ways”. In 

this sense, it is very important to analyze whether the implementation of a nudge 

provides useful results for all those involved or only in part. 

 

3.1 Digital nudges 

In a united well-functioning organization, nudges can be operative. Their 

function can vary between beneficial effects on changing behavior of employees and 

their potential in getting information quickly proliferated  in all the organization “If you 
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want to change employees’ behavior, give them a nudge. If you want that change to 

spread quickly, go digital” (J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 

2017the persuasive power of D.Nudge).Therefore, as noticed in the first chapter, nudges 

work in numerous programs regarding public organizations and by steering choices, 

their outcomes lead to positive results. Provided that, they will also work and produce 

benefits in private organizations if they are well managed and whenever change is 

representing an inner element in the culture of an organization. Digital nudges detain a 

wide range of applications, “are a valuable tool for change management in organizations 

of any size “(J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 2017) and among 

the benefits, change in the organizational culture and redirecting employees behavior are 

between the most relevant. Employees as part of cohesive groups and adhering to 

organizational change will find appraisement through digital nudges and organizations 

manage to stimulate them to perform the right decisions. The use of technology is 

related to the term of digitality associated to nudges. Digital nudges refer to sharing 

appreciation through middles of communications such as internet in order to reinforce 

behaviors towards desired ends. Social media notifications, emails, SMS or other ways 

of communication can constitute effective nudges when management’s purposes are 

those of obtaining a behavior adaptation in market’s changing conditions. Moreover, 

digital nudges function seeks for determinate reactions of employees and they are set in 

situations when employees might not feel motivated to reach the pre-established 

objectives “Tech-based nudges can be customized to appear when they’re needed, with a 

context and pace that work for the individual” (J. Fetherston, A.Bailey, S.Mingardon and 

J.Tankersley, 2017). A nudge which involves a tech-based communication directed to an 

employee or a group could be a simple reminder for following the accomplishment of 

certain objectives intended as a helpful tool or a message expressing gratitude will 

enhance the motivation of those to whom it is addressed and it will work as a 

reinforcement. 

In order to obtain a better understanding of the digital nudges it is necessary to 

start from the premises on which rely nudges. Therefore, individuals are assumed to 

think and behave rationally when making decisions, but Simon 1965 throughout studies 
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based on behavioral economics shows “how decision making is performed in reality” 

through the use of the Administrative Man model which is directed to illustrate that the 

human rationality is limited as seen previously. Together with the limitations of the 

human brain, there are other relevant considerations to be made regarding behavior 

“Subtle and seemingly insignificant aspects of the environment in which decisions are 

taken can have substantial impact on people’s behavior” (Carsten Tams, 2018) so that 

effects of determinate actions can have different outcomes because of the moving 

circumstances. Provided that people cannot foresee situations which take place in future, 

nudges consist in procedures redirecting behavior towards predictable outcomes. These 

techniques can consist of setting default rules where for example, employees take part of 

provided schemes for pensions with the possibility to opt out. The result is that this plan 

helps employees in retirement savings and they rarely choose to opt out once enrolled 

showing the ease and convenience of provided behaviors. Another approach for 

implementing nudges are the social proofs and by showing what most people do, 

individuals feel the endeavor to align to the others. 

 Nudges contain characteristics which once implemented they easily penetrate 

and influences behavior “Once put in place, they tirelessly exert influence on behavior 

without depending on continued human operation” (Carsten Tams,2018).  

Hence, nudges seek to find solutions to problems that don’t alter people’s 

economic incentives and which make them perform efficient decisions without making 

individuals feel exterior pressures for enacting choices because they are not banning or 

mandatory. Moreover, nudges work better in cohesive groups since when adopted they 

can provide significant effects leading to enacting non-coercive choices for changing 

completely the culture of an organization “nudges which are embraced by many as a 

generalized mindset can help shift an organization’s culture” because groups of people 

enact similar behaviors directed to reach a predefined result. Nonetheless, within 

organizations employees are being influenced all the time throughout the use of 

managerial practices which enclose rewards for obtaining determining results or 

performance management but the most effective way to stimulate change represents the 

removal of bureaucratic measures and the adaptation of practices which include the 
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implementation of nudges directed to the enhancement of collaboration, behavior change 

and to supporting innovative ideas. 

Provided that, digital nudges represent new ways to motivate people to change 

behavior for obtaining better results. Organizations and leaders may still have to adapt to 

it and reduce the predisposal of guidelines as people were rational. The complexity of 

situations an individual might face in finding solutions to certain problems may vary 

accordingly to the context and many other circumstantial factors, so that this involves 

the adaptation of behavior to finding solutions to new different problems” behavioral 

economics research shown that people with the right type of prompting can be 

encouraged to adopt new behaviors” (J. Fetherston, A.Bailey, S.Mingardon and 

J.Tankersley, 2017).   

Meanwhile, nudges are impulses aimed at offering useful insights to people and 

based on low cost interventions, digital nudges are relying on the analysis of 

circumstances which could impact on decision-making. Nudges provide effective results 

when they refer at cohesive groups and when they are divided in steps and get tested 

before their implementation. Therefore, digital nudges should follow four different steps 

in achieving a change on individuals’ behavior. 

 

 

 

 

 

 

 

 

Image3; Source: BCG analysis, J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley 

Thoughtful Nudges can change behaviors, 2017. 
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The first step “Logic alone is not enough” underlines the importance of taking 

into consideration the variables which might influence behavior and how those could 

influence individuals in their behavior within a group or when performing determinate 

actions. Moreover, this step is important for showing that a good timing and an 

opportune way of communicating might provide a significant difference for the results. 

Applications which are directed to show recognition to each employee in part for the 

enactment of a determining behavior and which manage to satisfy emotionally 

employees could provide both beneficial business results and the awards could provide 

more self-esteem and appreciation to the endeavor of employees. 

Secondly, “Good intentions don’t automatically lead to positive behaviors”, this 

phrase resides in the fact that people might appoint objectives and then not reach them. 

This might be due to overconfidence “Research has shown that people are generally 

overconfident about their abilities” (J. Fetherston, A.Bailey, S.Mingardon and 

J.Tankersley, 2017) so that it could impede them in obtaining a change in their 

behaviors. Then, in order to obtain change, the apprehended theories regarding nudges 

might be applied to real actions by instituting nudges which help in leading behaviors to 

the desired outcomes. With regard to it, the first two steps directed to reinforce 

determinate behaviors for obtaining successful results guarantee the obtainment of the 

pre-established set of objectives in different percentiles “change efforts that incorporate 

the first two steps succeed close to 30% of the time, while programs that include all four 

have an 80% success rate”. As an example, digital nudges used in helping top executives 

apply the training received for managing to solve problems deriving from changing 

market conditions come with setting small goals for enhancing awareness of the 

importance provided by their contribution in the company and for a better 

communication between parties by spreading the word about all the achieved results. 

Transparence of members actions were shared in Whatsapp groups and change 

management contributed partly with sending reminders of the actions which they should 

complete. Consequently, peer influence provided by the visualization of the others 

results shared in the group together with the reminders of the change management team 
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changed significantly the results regarding the attainment of the objectives in the 

company. 

In the third place, “Small steps can make a big difference” whenever results are 

difficult to be attained, digital nudges are useful in providing a help starting from 

reaching small commitments. When implementing nudges, they consider the 

circumstances affecting employees and leaders should sustain the change of the 

organizational culture starting from implementing the change in their own behavior. 

Provided that, nudges sustain change through a set of reminders when actions are not 

correspondent to the expected output and when behavior needs rectifications to boost 

performance and become impactful in bringing results for the organization. 

Finally, the last step “Celebrating desired behaviors works better than 

highlighting negative organizational norms” comes along with the idea of putting an 

emphasize on the desired behaviors instead of keeping on alimenting negative behaviors 

which might been agreed in the past. Those organizations facing problems in the 

completion of their tasks might want to apply a change for correcting their behavior. For 

this reason, nudges which are addressed at obtaining certain behaviors considered as 

beneficial could lead to an organizational change. The nudges considered as beneficial 

are those reinforcing behaviors positively as for example “The organization could 

circulate a weekly email praising managers and employees who have submitted 

performance review paperwork on time” (J. Fetherston, A.Bailey, S.Mingardon and 

J.Tankersley, 2017). 

The accomplishment of the four steps together with an enhancement of 

communication within the organization and the obtainment of cohesive groups will 

permit a good basis for the functioning of nudges. Implementing the right nudges 

depends on the identification of the changes needed and after, on the right specification 

of the required changes. However, before their implementation, nudges have to be tested 

and the results of the implementation of the digital nudge has to be monitored. Provided 

that the experimental nudge or parts of it are giving the desired outcome, then it could be 

applied at a larger scale. The application of nudges is large and digital nudges can 
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assume various influential methods, they could consist of notifications, alerts, e-mails, 

image notifications, transparency of the results published on a leaderboard which 

everyone can observe or social media influences. People are easy to nudge since they are 

not rational, as showed by Simon (1965) and have the tendency to follow what other 

people do, especially when being part of a determining community. In this sense an 

example of a government agency comes in our help by showing how digital nudges 

provide impulses. The idea behind the use of digital nudges in this case consisted in 

enhancing the use of the online library by the staff analysts. Employees receive email 

notifications informing them how the library works and how is it used by the other stuff 

equipment creating a peer influence because they are alerted when leaders praise those 

coworkers using it or they get incentivized to recommend the online use to the others by 

receiving in exchange some rewards. The result of the experiment showed how the use 

of digital nudges attained the purpose of using more the library “library use increased, 

which improved staff productivity by hundreds of hours a week”(J. Fetherston, 

A.Bailey, S.Mingardon and J.Tankersley, 2017). Nevertheless, there might be cases 

when nudges don’t produce beneficial results or the results might fail to succeed the way 

they were planned so that it might represent an incentive of boosting the nudge and of 

understanding where problems might have occurred.  

However, until now most nudges were used in public organizations and they 

were aimed at helping people in taking decisions. Especially in the situations when 

people resulted indifferent in deciding between alternatives because of the lack of 

information or because not paying particular attention but which if wisely chosen could 

have great beneficial effects for themselves and others. As for example, when referring 

to the outcomes a relevant one regards increasing the number of organ donors or 

reducing the litter for protecting the environment by using nudges for collecting wastes 

on the beaches and so on” nudging is so effective that it became a widely used method 

by policy-makers to promote social change” (Behavioural Insights Team, 2015; Martin, 

Goldstein & Cialdini, 2014; Thaler & Sunstein, 2014).  

Besides, nowadays nudges started to become relevant for obtaining a change in 

the culture of  organizations and they started to be  applied for changing the behavior of 
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employees since it could be redirected to take decisions that bring benefits to private 

organizations “employees could be helped to be more productive, improve customer 

service, and take other beneficial actions that they might not have taken otherwise” (J. 

Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 2017).  

Therefore, the use of nudges for organizations resides in a constant application of 

influence on the behavior of the employees. The influences obtained throughout the 

implementation of nudges reside on steering employees to enact a behavior based on less 

controlled actions by superiors based on promoting independence, enhancing 

communication, implementation of employee communication apps, the creation of 

cohesive groups and through the effectiveness of employee engagement“ change comes 

with implanting nudges that support change-promoting behavior such as self-initiative, 

collaboration, or risk taking”(J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 

2017). 

Inside private organizations nudges have a less ample application compared to 

the public organizations, though two relevant examples will provide information on the 

outcome provided by the utilization of the newest form of nudges, digital nudges in 

some renown companies. 

 

3.2 Positive Nudging: Virginia Airlines 

Using nudge in companies is a relatively new and low-cost procedure and an 

airlines company implemented nudges for influencing choices in a positive manner in 

order to obtain beneficial results such as the conservation of fuel. In this company pilots 

are guided towards a reduction of the consumption of fuel by only letting know pilots 

that the result of their consumption will be published since they are being involved in an 

experiment. Therefore, this easy and low-cost intervention permitted companies to save 

a significant amount of money and more important it reduced emissions significantly so 

that the environment will be less polluted. Moreover, the outcome provided by the 

responsible consumption of fuel represented a reason of satisfaction also for the pilots 

which got praised for the results obtained. 
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Throughout the results obtained it is understandable how people sometimes need 

only small influences such as nudges for obtaining valuable and important results which 

provide a two-sided beneficial effect, for both individuals and organization “Tailored 

information with targets and feedback was the most cost-effective intervention, 

improving fueling precision, in-flight efficiency measures ”(Francesca Gino, 2017). Just 

as in this case, airlines companies provided satisfaction and praise for the employees of 

the airline company and an enormous reduction of the dioxide emissions “the study 

informing pilots of fuel use was enough to save about 3 million pounds and reduced 

carbon dioxide emissions by about 20,000 tons”( Carsten Tams, 2018).  

For this reason, organizations which use nudges are more efficient and able to 

accomplish better their mission, together with maintaining employees satisfied and more 

united. Before the implementation of nudges, the company underlined the need for 

keeping costs for fuel at minimum but the sensibilization of the managers didn’t worked 

out in the same manner nudges do “Despite knowing they should try to minimize fuel 

use to reduce costs and carbon dioxide emissions, pilots didn’t always act 

accordingly”(J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 2017)” ,”fuel is a 

major and highly variable expense, accounting for approximately one-third of operating 

costs”( Greer K. Gosnell, John A. List, and Robert Metcalfe, 2016). 

Nudges have to be tested and modelled in accordance to the needs of the 

company, they could vary but they don’t have to be banning or restricting. For obtaining 

the goal persevered, the pilots were divided in four groups where they were monitored 

but they were also informed on their actions and how they were performing compared to 

the targets they should meet. By the other hand, they have been told that a small amount 

of money will go to a charity whether their performance is good enough to accomplish 

the goal. 

Finally, throughout testes on the nudges it is possible to understand which are the 

ones that might work and after their implementation the results could be positive and 

accomplishing. As sustained by Philip Maher, the vice president of the airlines company, 

which underlined “the importance of experimentation to determine what works and what 
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doesn’t in our organization” (J. Fetherston, A.Bailey, S.Mingardon and J.Tankersley, 

2017), so that only by testing it is possible to see the quality of the results a nudge could 

produce. 

This is to say that results could also be not as expected, they could be with little 

benefit for individuals and producing criticism for the company using it, like in the case 

of Uber” A recent New York times article on how Uber is using behavioral economics to 

push, or nudge, its drivers it’s just one of several stories of late that have cast the 

company in a poor light”(Francesca Gino, 2017). Indeed, the behavioral economics 

insights can be used whether for positive or ill-intentioned purposes but as sustained by 

Francesca Gino (2017)” like many tools, it can be used in good and bad ways”. 

 

3.3 The case of Uber 

Uber is a private company specialized in providing a private car transport service 

through a direct mobile phone connection set between passengers and drivers. The 

company was founded in 2009 by Garrett Camp and its collaborator Travis Kalanick in 

San Francisco where they officially started the business in 2010, by developing online 

booking. Today their services are present in different countries of the world. The 

transport request is transmitted by the customer and received immediately by the nearest 

Uber taxi. The initial UberCab, with an investment capital of $ 200,000, passes, at the 

end of 2011, to a capital accumulated by Uber Technology Inc. of $ 44.5 million. At the 

same time change the name, from UberCab becomes Uber. The following year, 

investments are made available by various companies such as the important Chinese 

Baidu search engine, which in 2015 allows the application to be connected to the maps. 

Further investments come from Toyota that allows Uber to use their cars, and Google 

Ventures allocates $ 258 million in the project. 

To become a Uber driver, you need a car, at least twenty one years old, a clean 

criminal record and a not suspended driving license for at least ten years, but all of these 

requirements are well known to the team. Uber offers its clients different services, 
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diversifying them from country to country. The main service offered by the company is 

Uber Black and consists in the possibility of renting a black sedan with a professional 

driver. The other services offered by Uber are: Uber Pop, a service similar to a taxi, 

where it is possible to obtain private-to-private transport operating in the community, 

Uber X, a low-cost option with which the ride is carried out on a utilitarian, Uber Lux, 

which offers the move on an expensive and elegant car. The Uber team knows all the 

drivers using the platform. 

In order to request the service, it is necessary to download the free application 

available for all mobile devices. With the application is possible to view timetables, 

possible travel options, prices of the races and the size of the cars. 

The cars can be booked by sending a text message or through the application 

itself, which, in addition to allowing the customer to follow in real time the position of 

the car booked, allows individuals to access the profile of their driver and view the 

information, waiting minutes, details of the vehicle and the evaluations on the driver 

made by previous passengers. When reaching the destination, it is mandatory to evaluate 

the race; while the payment is made only by credit card associated with the application 

account created at registration, without the need to use cash.  

Over the years, Uber has faced a crisis that could have declined its growth and 

the consequent turnover, caused by a disagreement between the interests of the company 

and those of drivers who hoped to increase their profits by relying on the poor accession 

of young drivers and a consequent increase in the number of rides. By the other hand, 

Uber has set itself the goal of increasing the number of services distributed even with an 

increase in drivers that allow the coverage of new areas, satisfying the needs of new 

customers by serving them quickly with an ideal timing of up to five minutes of waiting. 

To achieve the goal, Uber has had to establish a close relationship with the drivers of the 

vehicles, which are classified as self-employed and non-employees because they can 

decide for themselves when they carry out their business. This represents for Uber a 

reduction to the minimum of the labor cost but also a consequent need to find a way to 
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stimulate the drivers to the punctuality and the guaranteed presence in the area requested 

by the users.  

A behavioral science team did an experiment directed to the achievement of the 

goal of Uber using techniques and psychological stimuli experimented by social science 

to influence drivers, creating a balance between the company and their demands and 

passengers. This study has allowed the evolution of the application with the use of the 

nudge policy. Highly realistic graphics and non-economic prizes contributed to the 

attainment of the goal set by Uber, the incentive to encourage the drivers to a greater 

participation and constancy compared to the past. Taking advantage of the tendency of 

some individuals to obtain more and more gains, constant stimuli have been introduced 

that warn that a precious goal is even closer, precisely at the moment when the 

disconnection from the application is attempted.  

For Uber there is the need to condition drivers in wanting to start a new race 

even before ending the current one. This psychological conditioning could be used as a 

method of managing work, as shown by Lyft (Green, Zimmer, 2012), a delivery service 

that uses a similar approach. With this application, Uber managers want to channel the 

driver's behavior in a way that is useful for achieving their goals. The incentives used for 

nudging to achieve the objectives of the drivers are notifications, emails, pop-ups sent 

during the day to invite the driver to work and to go to a specific race service. In this 

way Uber implements a constant control and conditioning activity on the drivers' 

behavior, directing them to an ever-increasing coverage of new areas. 

In addition, the female voice was identified as ideal for transmitting messages to 

drivers, considered more stimulating for a purely male audience. This choice was made 

to increase the commitment of drivers who are more sensitive to invitations made 

through the voice message, such as the notice of the conclusion of a concert and the 

invitation to quickly reach the area to provide a ready service . 

Uber, in order to maintain a constant connection with the application by the 

drivers, has experienced used nudges as a simple encouragement to the participants, 

complimenting and stimulating the driver arrived at the halfway point to have the desire 
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for new goals and objectives continuing in the subsequent stages. Psychological stimuli 

which incentive to keep constant and the continued presence and willingness to work is 

given by the application that shows drivers how many trips they made during the week, 

how much money they earned, how much time they spent connected to the platform and 

what their overall votes given by passengers. Therefore, once implemented this rhythm 

of working it will get into the mind of the driver to the point of questioning any other 

area of his life: family, work, social relationships leading to a compulsive behavior. 

Consequently, the use of the application addressed to drivers that are pushed to 

an even greater competitiveness, notifying them the number of trips made in the week, 

the gain made and the judgments made by the passengers, all this to stimulate the idea of 

an easy profit. Uber has studied the use of a graphic in which the indicator of services 

offered is represented by the dollar sign that stimulates a greater and constant activity by 

drivers. It is about conditioning the driver not to follow his goals rationally, unlike what 

is defined by the term "targeting", with behavioral economists have defined the free 

decision of the workers on the time taken daily for the achievement of the pecuniary 

objective. The application is set in order to invite drivers to go to areas that Uber 

considers necessary for a coverage with the indication of ample work opportunities that 

are actually unprofitable, but this become possible with the use of prompts that push 

more drivers to accept the proposals that to reject them. Instead, the company replies 

that this is useful to help unexperienced drivers who claim to have difficulty finding new 

passengers as well as those who have the fear of being removed if the customer is 

dissatisfied. 

All things considered, the application of nudges across the latest years got wider 

and as seen in the first chapter and previously in the second chapter nudges prevailed in 

the public sector but they brought successful results in the private organizations by 

managing to provide benefits to both pilots and airline company or they came up with 

new stimuli directed to solve many public problems. 

Nudges should have been used to the same extent in the case of Uber but 

evidently it turned out to be beneficial only for the company without considering the 
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result of exploiting the drivers. Since drivers are directed to take rides in late hours, 

difficult accessible places without making them gain any satisfaction or any other kind 

of benefits. Drivers are sent an attractive ride right before logging of, to make them 

continue working and they get notifications for the next one before finishing the ride 

they have on the moment. While in the case of Virginia Airlines nudges lead to 

constructive outcomes “significant savings in carbon emissions and monetary costs 

“(Francesca Gino, 2017). 

According to Thaler and Sunstein, in the book “Nudge” (p. 34, 2008): “Nudges 

should be transparent and never misleading, easily opted out of, and driven by the strong 

belief that the behavior being encouraged will improve the welfare of those being 

nudged”. This is to sustain that, real nudges have to be good, have to promote well 

intentioned behaviors and performances without trying to manipulate individuals. 

Therefore, organizations which rely on purposes that differ from pursuing good intention 

throughout the implementation of nudges will be spotted in a bad light as Uber has 

become to be known. By reverse, there are many other private organizations which 

manage to fulfill the characteristics of good intentioned nudges and which provide 

benefices for both individuals and company, so that the outcome will be a win-win 

situation. 
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Conclusions 

 

The purpose of this thesis is to present and analyze the functionality of nudges by 

studying their various applications, firstly within public and lately in private 

organizations. Nudges are stimuli based on behavioral science which are playing an 

important role on in promoting innovation, preserving the freedom of choice, creating 

beneficial programs and policies without requiring elevated costs. Moreover nudges 

provide help in understanding the way in which decisions are made within organizations, 

in order to verify how work efficiency could be increased.  

In the first chapter the policy of nudge is considered as a new approach that 

consists of a stimulus that intentionally orients us to make certain decisions. We have 

seen how heuristics and biases are often used to make decisions quickly and effortlessly, 

thus leading to wrong decisions. Further in this thesis it is shown how the human brain is 

leaded by two systems. Between these systems there is one which is automatic and 

another reflective. They work at two speeds which depend on how they are activated, 

leading us to various attitudes. The impulsive system is quick and automatic, so it 

doesn´t involves any knowledge or cognitive implications, this is why sometimes it can 

provoke misleading and distortions. In contrast with it, the reflective system operates 

slower and reflects consciousness, deliberation, awareness and mindfulness but its 

function is enacted in compounded operations. In this perspective the architecture of the 

choices, that is the background system on which any nudge system is based, whether if 

good or bad, is prevalent and inevitable. We are always pushed, more or less kindly to 

do something. From the choice of food to the supermarket, until the conclusion of a bank 

loan. So even governments can become protagonists of architecture, to improve the 

implementation of their public policies to make them more effective thanks to direct 

collaboration with citizens. We cannot get rid of that architecture but we can make it 

transparent and functional to our well-being. 

The gentle push to do the right thing must come from the institutions, it is the 

only way in which the architecture of the choices can increase the well-being. Public 



78 

 

organizations use nudge for attaining purposes at a large scale involving Governments 

and States in their actions.  

In the second chapter are explained topics concerning decision-making processes 

within organizations and it is analyzed the interaction between employees and 

organizations. Simon's view about bounded rationality concerning individuals provides 

knowledge about the impulsive and mindless decisions taken by people. Moreover, 

Simon highlights how every member of the organization has its own will that does not 

always correspond to that of the organization as everyone is naturally led to satisfy his 

own interests. Simon definitively undermines the idea of a rational man, as hypothesized 

by classical theories, emphasizing instead the importance of the concepts of 

unpredictability and randomness of choice. 

After analyzing the neoclassical representation based on the Economic Man and 

on substantial rationality, in counter position with it is exposed the vision of Novarese 

which criticizes the substantial rationality and the Economic Man model. Therefore, 

Novarese disagrees with the hypothesis of fully rational agents and considers the 

usefulness of creating “management conditions and techniques that encourage greater 

involvement and coordination and better interaction” (Novarese p.148, 2007). In certain 

cases, individuals might face problems in tackling new situations so the use of routines 

might turn out to be effective. The meaning of routine is similar to that of the status quo, 

therefore the four types are identified through the help of Cohen et al (1996), through a 

classification of repetitive behavior patterns at the organizational level (Novarese, 2007). 

The four types of routine differ from each other, there are strategies that can be activated 

in the same situations and in the same form, while others are general rules useful for the 

solution of new problematics. As a result, it is possible to  conclude that routines end up 

being an excellent tool for mutual control and moral pressure, thus avoiding unfair 

behavior. In order to make people feel part of a group within an enterprise, the 

entrepreneur plays a very important role. He must be able to control and shape the 

communication and implement a transferable business vision in order to get employees 

involved and not performing opportunistic behaviors. For that reason, the imitation of 

standards which are followed by employees doesn’t have to reduce the possibility given 
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to the worker to express himself as if he could identify himself to the entrepreneur 

through his own actions. Employees which are following a business conception and are 

enabled to express opinions are increasing chances of obtaining an organizational 

identity. Consequently, it is possible to affirm that organizational identity refers to 

shared and common values, feelings and perceptions within the members of a group. As 

well as, the term of identity will also include social norms and categories. 

The study of this thesis then goes on with analyzing how a good management 

and the adoption of opportune strategies are needed in order to reach pre-established 

goals within organizations.  

The managerial theories at which this thesis refers are then based on behavioral 

approach as described in the book of Peter Makin and Charles Cox (2004). Behavior 

plays a key role and it can be modified, used for influencing people towards effective 

change and this is not obtained through changes on personality because it wouldn’t lead 

to effective results, but through changes on the behavior itself. Thus, a manger must be 

able to make people feel part of a group and must spread the philosophy because 

workers might put in place opportunistic behaviors. Though, expressing problems in 

behavioral terms might represent a step in keeping groups united throughout the creation 

of a better atmosphere.  Hence, it is noticeable how well-defined managerial 

interventions represent the target of behavioral change which can provide a significant 

impact on the desired outcomes without involving significant expenses or difficult 

techniques. In all the organizations, successful strategies involve interventions aimed at 

the sustainment of solid groups, as they might involve the promotion of freedom and 

reduction of authority, communication and reinforcements for permitting the realization 

of a situation of transition from dependence to inter-dependence.  

The study of the thesis concentrates also on techniques of obtaining a cultural 

change at the level of the organization. Therefore, obtaining a change in the 

organizational culture is seen as an upgrade for the organization since it is perceived as a 

very innovative approach. This approach entails different definitions given by 

economists, for example Schein (1984), James Wilk (1989). However, changing culture 



80 

 

it is not easy and it relies much on the management and on using appropriate methods 

for accomplishing their targets and on the willingness of employees for collaborating. 

This emphasize the role played by using opportune tools to steer the behavior of 

employees for avoiding their resistance when the obtainment of a change culture is 

aimed.  

Finally, in the last chapter digital nudges are recognized as useful tools for 

creating connections, generating trust, defining roles, stimulating the attainment of 

objectives. Nudge can bring benefits in life, in the choices of health, nutrition, taxation, 

so it deserves respect and attention for those with managerial responsibilities. Regarding 

private organizations, the use of digital nudges triggers individuals and stimulates them 

towards the attainment of ambitious objectives which might have otherwise not been 

chased; “It is possible to direct employees, without using constraints by changing the 

mode of presentation of the choice "( Carniato S., 2016). 

Another important aspect which requires attention is based on how scientific 

research allows to evaluate the reaction of the human mind to certain conditions and to 

identify the decisional processes that activate choices. Knowing the principles of the 

functioning of the mind, it is possible to use strategies to create a context that favors the 

reaction of psychological involvement of engagement or it is possible to solicit certain 

behaviors with kind suggestions, both in the private and in the public. In the case of the 

implementation of nudge for steering pilots to reduce fuel consumption it was possible 

to obtain the desired outcomes. In that case, it was possible to direct people, without 

forcing them by simply using information, without needing to exert authority or 

pressure. Pilots were communicated that the result of their fuel consumption will be 

published because of being involved in an experiment. Therefore, by only providing a 

simple information it was possible to steer behavior which lead to save a significant 

amount of money and more important it reduced gas emissions significantly. Therefore, 

the use of nudge fosters also ecological consequences. In this regard, pilots benefited 

because they were praised and satisfied by the entity of the results obtained. These 

effects show that sometimes well designed small influences are useful for obtaining 

valuable results which contribute to the achievement of a conjunct gratification 
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“Tailored information with targets and feedback was the most cost-effective 

intervention, improving fueling precision, in-flight efficiency measures ”(F. Gino, 

2017). 

The case of Uber provided dissatisfaction between drivers and this produced 

prejudices also to the company. Drivers are nudged to work harder and longer by 

receiving notifications steering their behavior in the moments they intend to log off. For 

this reason, they took rides also in situations which weren’t convenient for themselves. 

Thereupon, Scheiber stated that drivers are hustled to collect more fares based on 

insights raising from behavioral sciences. 

In this regard, it is often raised up the challenging uncertainty whether nudges 

are good or bad. Therefore, it is useful to considerate some of the uses of nudges in 

different fields such as healthcare, retirement savings and many others. Alex Haynes 

(2009) noted the effectiveness provided by checklists in hospitals because their use  

reduced the rate of death for patients which were subjected to surgeries. As previously 

described in the case of the airline company, noticeable results were obtained when 

nudges aimed at changing behavior steered pilots towards fuel reduction. Likewise these 

cases,  Uber adopted the same approach but results turned out to be not between the best 

“the researchers were trying to encourage a change in behavior the same way managers 

at Uber were trying to bring about a change in their drivers’ behavior”(Gino F.). 
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