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CHAPTER 3 Lo

Blinded by Our
Own Motivations

Picture your next dental appointment. You walk in, exchange
pleasantries with the receptionist, and begin leafing through
some old magazines while waiting for your name to be called.

Now let’s imagine that since your Jast visit, your dentist
went out and bought an innovative and expensive piece of
dental equipment. It’s a dental CAD/CAM (short for
computer-aided design/computer-aided manufacturing) ma-
chine, a cutting-edge device used to customize tooth restora-
tions such as crowns and bridges. The device works in two
steps. First it displays a 3D replica of the patient’s teeth and
gums on a computer screem, allowing the dentist to trace the
exact shape of the crown—or whatever the restoration—
against the screen’s image. This is the CAD part. Then comes
the CAM part; this device molds ceramic material into a
crown according to the dentist’s blueprint. Altogether, this
fancy machine comes with a hefty price tag.

But let’s get back to you. Just as you finish skimming an

article about some politician’s marital troubles and are about
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to start a story about the next it-girl, the receptionist calls
your name. “Second room to the left,” she says.

You situate yourself in the dentist’s chair and engage in a
bit of small talk with the hygienist, who pokes around your

mouth for a while and follows up with a cleaning. Before
long, your dentist walks in.

The dentist repeats the same general poking procedure,
and as he checks your teeth he tells the hygienist to mark
teeth 3 and 4 for further observation and to mark tooth 7 as
having craze lines.

“Huh? Caze wha?” you gurgle, with your mouth open

wide and the suction tube pulling on the right side of your
mouth.

The dentist stops, pulls the instruments out, carefully

places them on the tray next to him, and sits back in his
chair, He then starts explaining your situation:
are what we call certain smal] cracks in the tooth
no problem, we have a great solution
the CAD/CAM to fit you with a cr
How about it?” he asks.

“Craze lines
enamel. But
for this. We’ll just use

own, problem solved.

You waver a little, but after you get his assurance that it
won’t hurt one bit, you agree. After all, you have been seeing
this dentist for 2 long time, and although some of his treat-
ments over the years were rather unpleasant, you feel that he

has generally treated you wel].

Now, I should point out—bec

not—that craze lines are basi

th

ause your dentist might
cally very, very small cracks in

nd what’s more, they’re almost
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treatment.

LET ME GIVE you one real-life story from my friend(glm, tillz
former vice president of a large c?ental compa;l()iri) Hv;zmal
years, Jim has encountered his fair share of oddba o

cases, but one CAD/CAM story he told me was particularly

horrible. | -
A few years after the CAD/CAM equipment came. X
articular dentist in Missouri invested in the

he market, one p _
t , point on he seemed to start look

] 99 < . ] ] ] - .
. . ¢ H
t lllg, lllll (¢ )ld me. [SANY as e}(Clte an eIlt uSlaSth t: usc

hi
his brand-new gadget, so he recommended that many of his

i i his state-of-
patients improve their smiles, using, of course,

the-art CAD/CAM equipment.” . -
One of his patients was a young Jaw student with asymp
mended that she get a crown.

e was used to listen-

tomatic craze lines; still, he recom h

The young woman complied, because s e
i C

ing to her dentist’s advice, but guess what? Be

y i i fOI'Cil’l
bl

it. i . The root
her to go in for a root canal. But wait, 1t gets worse

al
canal failed and had to be redone, and that second root can

hoice but to
i lt, the woman had no ¢
s urgery. So what began as

ainful s
undergo more complex and p dly resulted in a lot

) N_—

a treatment for harmless craze lines ultima

i i man.

of pain and financial cost for this young wo e did e
After the woman graduated from law school,

i ’ eeded
homework and realized that (surprise!) she’d never n
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ists’ ional judg-
This information then colors the dentists’ professional judg

that crown in the first place. As you can imagine, she wasn’t | i
’ Jeading them to make recommendations and decisions

thrilled by this, so she went after the dentist with a ven- e, - ristions s e
geance, took him to court, and won, that are in their own self-interest rather

best for the patient.

NOW. WHAT cAN we make of this tale? As we’ve already
learned, people don’t need to be corrupt in order to act in
problematic and sometimes damaging ways. Perfectly well-
meaning people can get tripped up by the quirks of the
human mind, make egregious mistakes, and still consider
themselves to be good and moral. It’s safe to say that most
dentists are competent, caring individuals who approach
their work with the best of intentions. Yet, as it turns out,
biased incentives can—and do—lead even the most upstand-
ing professionals astray.

Think about it. When 4 dentist decides to purchase a new
device, he no doubt believes it wil] help him better serve his
patients. But it can also be an expensive venture. He wants to
use it to improve Patient care, but he also wants to recover his
investment by charging his patients for using this wonderful
new technology. So, consciously or not, he looks for ways to
do so, and voila! The patient ends up with a crown—
Sometimes necessary, other times not.

To be clear, I don’t think dentists (

or the vast majority of
people, for that matter)

: . : o
You might think that instances like this, when a servic

ior 1 i and
of interest influence our behavior in all kinds of places and,

quite frequently, both professionally and personally.

Figure 2: How Conflicts of Interest Can Work on Dentists

A4
Dentist finds Patients get ne!l
De{n‘lsi g:‘est:':)ew De::istthv;a:::lto reasons to use i:l;ryb;e ::’n;:&
dev‘::epznd pays device, and new device.
for it charges for using

it.

Can | Tattoo Your Face? T
Some time ago I ran smack into a rather strange

i ng man in my
interest. In this case I was the patient. As a young

originally
midtwenties—about six or seven years after I was orig

i i kup.
injured*—1I went back to the hospital for a routine checkup

nager, a I¥ agnesium nex ed massive
When t to me. 1 suffer
was a teena i flare exploded S .
ird-d ' rations and eatments over the sub. equen
i : b N nd ux;derwent many op¢ tion: treat L
thira- €gree purns a :

1 V. ooks.
years, For more dCtallS, see my previous b
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On that particular visit, [ met with a few physicians, and they
reviewed my case. Later, I met the head of the burn depart-
ment, who seemed especially happy to see me.

“Dan, I have a fantastic new treatment for you!” he ex-
claimed. “You see, because you have thick, dark hair, when
you shave, no matter how closely you try to shave, there will
always be little black dots where your hair grows. But since
the right side of your face is scarred, you don’t have any facial
hair or small black dots on that side, making your face look
asymmetrical.”

At that point, he launched into a short lecture on the im-
portance of symmetry for aesthetic and social reasons. I
k.new how important Symmetry was to him, because [ was
g?ven a similar minilecture a few years earlier, when he con-
vinced me to undergo a complex and lengthy operation in
which he would take part of my scalp together with its blood
supply and re-create the right half of my right eyebrow. (I

undergone that complex twelve-hour operation and liked the
results.)

Then came his proposal: «
dots resembling stubble onto
and our patients have been inc

. .
“That sounds Interesting,”

We have started tattooing little
scarred faces much like yours,
redibly happy with the results.”

. Isaid. “Can 1 talk to one of the
patients that had thjs procedure?”
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«Oh, that’s no problem,” he replied. “When that happens,
we'll just lighten up the tattoo with a laser.” Satisfied, he got
up, adding “Come back tomorrow at nine. Just shave the left
side of your face as you usually do, with the same closeness of
shave that you like to keep, and I'll tattoo the right side of
your face to look the same. I guarantee that by noon, you’ll
be happier and more attractive.”

[ mulled over the possible treatment on my drive home

and for the rest of the day. I also realized that in order to g.et
the full benefit from this treatment, I would have to shave in
exactly the same way for the rest of my life. T walked i‘nto the
department head’s office the next morning and told him that
] was not interested in the procedure. |

[ did not expect what came next. “What is wro?g with
you?” he growled. “Do you like looking unattractive? Po
you derive some kind of strange pleasure from looking

i u
asymmetrical? Do women feel sorry for you and give yo

sympathy sex? I'm offering you a chance to fix yourself in

a very simple and elegant way. Why not just take it and be

grateful?” o
«I don’t know,” I said. “I'm just uncomfortable with the
b
: »

idea. Let me think about it some more. ;

You may find it hard to believe that the department hea
is is €x-
could be so aggressive and harsh, but I assure you this is 1
L ) .

actly what he told me. At the same time, it was not his usu

manner with me, so I was puzzled by his unrelenting ap-

. . ho
proach. In fact, he was a fantastic, dedicated doctor w

treated me well and worked very hard to make me better. It
e first time I refused a treatment. Over many
with medical professionals, I had decided
s and not others. But none of my doc-

was also not th
years of interacting

to have some treatment
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to.rs, including the head of the burn department, had ever
tried to guilt me into having a treatment.

In an attempt to solve this mystery, [ went to his deputy, a
younger doctor with whom I had a friendly rapport. I ask;d

him to explain wh
y the department head had
such pressure. pu e nder

[13
X Ah, yes, yes,” the deputy said. “He’s already performed
this i
procedure on two patients, and he needs just one more in

order to publish a scientif .
€ paper 1n on . .
cal journals.” e of the leading medi-

This additional information certainly helped me bet
understand the conflict of interest I'was up against Heree -
a really good physician, someone I had known.for any
years and who had consistently treated me with compa?s?;lr}ll

and i
great care. Yet, despite the fact that he cared a great deal

about me i i is i
n general, in this instance he was unable to see

past his confli i
P onflict of interest, It goes to show just how hard it is
overcome conflicts of interests

color our view of the world once they fundamentally

After years of ;
experience publishing j L
g in acade
myself, I now have 4 greater unders mic joucnals

. tandi ; .
conflict of interest ( ding of this physician’s

more about thj
this later). Of course, 've

never tried to
coerce anyone j )
. nto tatt i
there’s still time for that ooing his face—but
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can in turn color our view, making us more inclined to try to
help that person in the future.

One of the most interesting studies on the impact of favors
was carried out by Ann Harvey, Ulrich Kirk, George Den-
field, and Read Montague (at the time all were at the Baylor
College of Medicine). In this study, Ann and her colleagues
looked into whether a favor could influence aesthetic prefer-
ences.

When participants arrived at the neuroscience lab at
Baylor, they were told that they would be evaluating art from
two galleries, one called “Third Moon” and another called
“L one Wolfe.” The participants were informed that the gal-
leries had generously provided their payment for participat-

ing in this experiment. Some were told that their individual

payment was sponsored by Third Moon, while the others

were told that their individual payment was sponsored by

Lone Woilfe.
Armed with this information, the participants moved to

the main part of the experiment. One by one, they were

asked to remain as motionless as possible in a functional

magnetic resonance imagining (fMRI) scanner, a large ma-
chine with a cylinder-shaped hole in the middle. Once they
were situated inside the massive magnet, they viewed a series

of sixty paintings, one at a time. All the paintings were by
teenth through the twen-

ational to abstract

Western artists dating from the thir
tieth century and ranged from represent
art. But the sixty paintings were not all that the
the top-left corner of each painting was the handsome lo
the gallery where that particular picture could be purchased—

which meant that some pictures were presented as if they
ponsored the participant, and

y saw. Near
go of

came from the gallery that s
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some pictures were presented as if they came from the nop-
sponsoring gallery.

Once the scanning portion of the experiment was over,
each participant was asked to take another look at each of
the painting-logo combinations, but this time they were
asked to rate each of the pictures on a scale that ranged from
“dislike” to “like.”

With the rating information in hand, Ann and her col-
leagues could compare which paintings the participants liked
more, the ones from Third Moon or the ones from Lone Wolfe.
As you might suspect, when the researchers examined the rat-
ings they found that participants gave more favorable ratings
to the paintings that came from their sponsoring gallery.

You might think that this preference for the sponsoring
gallery was due to a kind of politeness—or maybe just lip ser-
vice, the way we compliment friends who invite us for dinner
even when the food is mediocre. This is where the fMRI part
of the study came in handy. Suggesting that the effects of
reciprocity run deep, the brain scans showed the same effect;
the presence of the sponsor’s logo increased the activity in the
parts of the participants’ brains that are
(particularly the ventromedial prefrontal ¢
brain that is responsible for higher-order

associations and meaning)
from the sponsoring gallery
responded to the art. And
asked if they thought that

on their art preferences,
absolutely not,”

related to pleasure
ortex, a part of the
thinking, including
- This suggested that the favor
had a deep effect on how people
get this: when participants were
the sponsor’s logo had any effect
the universal answer was “No way,

s . . . 5
What’s more, different participants were given varying
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amounts of money for their time in the experiments. S(.)m(e1
received $30 from their sponsoring gallery, othe'rs receive
$100. At the highest level, participants were pal.d $300. It
turned out that the favoritism toward the sponsormg. galler};
increased as the amount of earnings grew. The mangude o
brain activation in the pleasure centers of the brain was
lowest when the payment was $30, higher when the payment
was $100, and highest when the payment was $300. |
These results suggest that once someone (or so.me organ:iza-
tion) does us a favor, we become partial to any.thlrilg r'elate t(:
the giving party—and that the magmtude.of this bias 1ncreasef
as the magnitude of the initial favor (in this c.?se the anf:ount.(;1
payment) increases. It’s particularly interesting that financ -
favors could have an influence on one’s preference? for ar.t,‘ es
pecially considering that the favor (paying f?r their partlc}tpa};
tion in the study) had nothing at all to do with thfe art, W ic
had been created independently of the galleries. Tt is also inter-
esting to note that participants knew th.e gallery wou'ldt.ia};
their compensation regardless of their ratings (-)f the pain 1e ;g)f
and yet the payment (and its magnitude) established a sens

reciprocity that guided their preferences.

ith Pharma
::)l:l:;eople and companies understand this humandpr(l)(l))te;
sity for reciprocity very well and consequ.ently spen. a. !
time and money trying to engender a feeling of obhga.tlonh.
others. To my mind, the profession that most embodies ;c:r:
type of operation, that is, the one that depends most on

at n — — O OV crn-

77




-

THE (HONEST) TRUTH ABOUT DISHONESTY

mental lobbyists, who spend a small fraction of their time
informing politicians about facts as reported by their em-
ployers and the rest of their time trying to implant a feeling
of obligation and reciprocity in politicians who they h
will repay them by voting with their interest in mind,

But lobbyists are not alone in their relent]

ope

ess pursuit of
conflicts of interest, and some other professions could argu-

ably give them a run for their well-apportioned mone

y. For
exampl

e, let’s consider the way representatives for drug com-
panies (pharma reps) run their business. A pharm

a rep’s job
is to visit doctors and convince them to purch

ase medical
equipment and drugs to treat everything from A
Z(ollinger-Ellison syndrome)

free pen with their logo,

(sthma)to
- First they may give a doctor a
or perhaps a notepad, a mug, or
maybe some free drug samples. Those small gift
influence physicians to prescribe a drug more of

cause they feel the need to give back.!
But smal

s can subtly

ten—all be-

1 gifts and free drug samples are just a few of the
many psychological tricks that pharma re

ps use as they set
out to woo physicians.

“They think of everything,” my friend
and colleague (let’s call him MD)

explain that drug companies,
their reps to trear doctors as
seem to have a disproportiona
reps. The whole effort i coord

told me. He went on to
especially smaller ones, train
if they were gods. And they
tely large reserve of attractive
inated with military precision.
access to a database that tells
or has prescribed over the last
drugs as well as their competi-
their business to know what
their office staff likes, what

Y to see reps, and also which

Every self—respecting rep has
them exactly what each doct
quarter (both that company’s
tors’). The reps also make jt
kind of food each doctor and
time of day they are most likel
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type of rep gets the most face time with the d.octors. If the
doctor is noted to spend more time with a certain female repCi
they may adjust that rep’s rotation s.o that she can.ic,.pen
more time in that office. If the doctor is a fan (?f the r.nl itary,
they’ll send him a veteran. The reps. also make it a p;mt to:f
agreeable with the doctor’s outer circles, so when t lfl: rf:fp )
rives they start by handing out candy. and other sma. gifts (i
the nurses and the front desk, securing themselves in every
one’s good graces from the get-go. e
One particularly interesting pra.ctlce is the “din o
dash,” where, in the name of education, doctors cdan -31k [:ly
pull up at prespecified take-out restaurants an .plC ar};
whatever they want. Even medical students and "cramees l
pulled into some schemes. One particularly creative example
of this strategy was the famous black mug. A black mui
with the company’s logo was handed out to docto;s an
residents, and the company arranged it such that a o}:t(?rr1
could take this mug to any location of a local coffee chai
(which shall go unnamed) and get as much esp‘resso or cai)(;
puccino as he or she wanted. The clamor for this mug was :
great that it became a status symbol among students ;mre
trainees. As these practices became more extravagant, t' e ¢
was also more regulation from hospitals and the Amerlcia;e
Medical Association, limiting the use of thes.e agirecs;me
marketing tactics. Of course, as the regula;u;nrs neiv e
more stringent, pharma reps continue t(? ﬁearcA od e
innovative approaches to influence physicians. An

race continues . .."

i m
arma industry’s influence is the fact that my

* Perhaps the most telling evidence for the ph his name confidential to avoid being black-

insider for this interview insisted that I keep
listed by pharma.
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A FEW YEARS AGO, my colleague Janet Schwartz (
sor at Tulane University) and I invited some ph
reps to dinner. We basically tried the pharma reps at their
own game; we took them to a nice restaurant
wine flowing. Once we had them feeling happil
they were ready to tell us the tricks of their tr
we learned was fairly shocking.

Picture one of those pharma reps, an

a profes-

armaceutical

and kept the
v lubricated,
ade. And what

attractive, charming
man in his early twenties. Not the kind of guy who

have any trouble finding a date. He told us how he h
persuaded a reluctant female physician to arte
tional seminar about 4 medication he was
agreeing to escort her to a ballroom dancing

would
ad once
nd an informa-
promoting—by
class. It was an
unstated quid pro quo: the rep did a personal favor for the
doctor, and the doctor took his free drug s
moted the product to her patients,

Another common practice,
fancy meals to the entire docto
being a nurse or receptionist, |
even required alternating days of steak and lobster for lunch
if the reps wanted access to the
we found out that

amples and pro-

the reps told us, was to take
r’s office (one of the perks of
suppose). One doctor’s office

doctors. Even more shocking,
physicians sometimes called the reps into

oom (as an “expert”)
Patients about the way ¢

Hearing stories fro

the examination ¢ to directly inform

ertain drugs work.,

m the reps who sold medical devices

Blinded by Our Own Motivations

cal reps understood classic psychological per;u.as‘lor: ZGZ:C;
gies and how they employed them m.a sophisticate o
intuitive manner. Another clever tact'lc that ‘thely to 9
about involved hiring physicians to give a‘brlef ectur(:,)te
other doctors about a drug they were trying toh pr;);: au;
Now, the pharma reps really didn’t care about what e
dience took from the lecture—what they were a;tl;a ::the
terested in was the effect that giving the lecture had o e
speaker. They found that after giving a short leclziu;e ain )
the benefits of a certain drug, the spe:ilker woud' ;:g o
believe his own words and soon prescribe accor.lmg y.t bz_
chological studies show that we quickly and C;.Sl Z;:lrwhen
lieving whatever comes out of our own m'01.1t s? S
the original reason for expressing the opinion 13 o
relevant (in the doctors’ case, that they were pai .
This is cognitive dissonance at play; .doctorsbreas;)éld—and
they are telling others about a drug, it must (=,hg,ir -
so their own beliefs change to correspond to their sp
and they start prescribing accordingly. .
The reps told us that they employe'd other tric ers,onali-
ing into chameleons—switching Varlouj a:fcfenf;,h fy "
ties, and political affiliations on an . |
ther’nselvesin their ability to put doctors at ea?e. So(r)r;e:;r:izsl
a collegial relationship expanded into the terglt}?ir;f .
friendship—some reps would go deep-sea s]:1 fd -
basketball with the doctors as friends. Su.ch s z?r oo
ences allowed the physicians to more happily w}rllte. pians "
tions that benefited their “buddies.” Thé ‘p };:;r Va,lues
course, did not see that they were co‘mpromlsmgith e
when they were out fishing or shooting hoo;;s \gfreak o
reps; they were just taking a well-deserve
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friend with whom they just happened to do business. Of
course, in many cases the doctors probably didn’t realize that

they were being manipulated—but there is no doubt that
they were.

DIS 1
GUISED FAVORS ARE one thing, but there are many cases

when ' i
conflicts of interest are more easily recognizable

.Sometimes a drug maker pays a doctor thousands of dollars
Tn consx.llting fees. Sometimes the company donates a build-
ing or .glves an endowment to a medical researcher’s depart-
meflt in the hope of influencing his views. This type of
actlc?n creates immense conflicts of interest—especially at
:s:;cahl schoo'ls, where pharmaceutical bias can be passed
F e medical professor to medical students and alon
to patients. g
Puff Wilson, a reporter for The New York Times. d
:crlbed one example of this type of behavior. A few }:Ca:
n;g:;;(:ir;::i i\dedlcal School s.tudent noticed that his phar-
) downscl)r Vf/as pro'mo.tmg the benefits of cholesterol
id o o lip a)ﬁng Fhelr side effects. When the student
e s fe ni, e dlscove‘red that the professor was on
ol s A ;1 hrug companies, five of which made choles-
ey the. o t l’e pr.ofessor Wwasn’talone. As Wilson put it,
oo loo s disclosure rules, about 1,600 of 8,900
e ecturers at Harvard Medical School have re-
the dean that they or a family member had a finan-

cial interest i i
N a business related 1o their teaching, research
> P

92
_ When professors
mendations off

problem.

or clinical care,
publicly pass drug recom-

as academj
demic knowledge, we have a serious
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Fudging the Numbers

If you think that the world of medicine is rife with conflicts
of interest, let’s consider another profession in which these
conflicts may be even more widespread. Yes, I'm talking
about the wonderland of financial services.

Say i’s 2007, and you’ve just accepted a fantastic banking
job on Wall Street. Your bonus could be in the neighborhood
of $5 million a year, but only if you view mortgage-backed
securities (or some other new financial instrument) in a posi-
tive light. You're being paid a lot of money to maintain a
distorted view of reality, but yWCk_S/}hat
your big bonus plays on_your perception of reality. Instead,
you are quickly convinced that mortgage-backed securities
are every bit as solid as you want to believe they are.

Once you've accepted that mortgage-backed securities are
the wave of the future, you’re at least partially blind to their
risks. On top of that, it’s notoriously hard to evaluate how
much securities are really worth. As you sit there with your
large and complex Excel spreadsheet full of parameters and
equations, you try to figure out the real value of the securities.
You change one of the discount parameters from 0.934 to

0.936, and right off the bat you see how the value of the securi-
with the numbers,

ties jumps up. You continue to play around
sentation

searching for parameters that provide the best repre

of “reality,” but with one eye you also see the consequences of
| financial future. You

your parameter choices for your persona
until you

continue to play with the numbers for a while longer,
s truly represent the ideal way

s. You don’t feel bad be-
r best to represent

are convinced that the number
to evaluate mortgage-backed securitie
cause you are certain that you have done you
the values of the securities as objectively as possible.
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Moreover, you aren’t dealing with real cash: you are only
playing with numbers that are many steps removed from
cash. Their abstractness allows you to yview vour actions

ore as a game, and not as something that actually affects
people’s homes, livelihoods, and retirement
are also not alone. You realize that the sm
neers in the offices next to yours are beh

the same way as you and when you comp
to theirs,

accounts. You
art financial engj-
aving more or less

are your evaluations
you realize that a few of your coworkers have
chosen even more extreme values than yours. Believ

you are a rational creature, and believin that the market is

- always correct, you are even more inclined to accept what
you’re doing—and what everyone else is doj

more about this in chapter 8)

Of course, none of this is
nancial crisis of 2008?)
volved, it feels natural t
human to behave this

ing that

ng (we'll learn
—as the right way to go. Right?
actually okay (remember the §i-
> but given the amount of money in-
o fudge things a bit. And it’s perfectly

way. Your actions are highly problem-
atic, but you don’t see them as such. A

of interest are supported by the facts ¢
with real money; that the financial j
bogglingly complex; and that every o
doing the same thing,

The riveting (

fter all, your conflicts
hat you’re not dealing
nstruments are mind-

ne of your colleagues is

R and awfully distressing) Academy Award-
winning documentary %&b shows in detail how the fi-

nancial serviceg industry corrupted the U.S. government,
leading to a lack of oversight on Wall Street and to the finan-

: ustry paid leading academics (deans,
eads of departments, university professors) to write expert
reports in the service of the financial industry and Wall
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Street. If you watch the film, you will most likely feel pl;lzzlzii
by the ease with which academic experts seemed to se ,
and think that you would never do the same. o

But before you put a guarantee on ym?r own sta(rll al *
morality, imagine that [ (or you) were.pald a great eta Otforny
on Giantbank’s audit committee. With a large i)dar -
income depending on Giantbank’s success, 1 wouk, p1r0tions
not be as critical as I am currently about the bank’s acle re:
With a hefty enough incentive I might not, for exatmlz1 C,lear
peatedly say that investments musl,(t }l:e Lraltr;slz:;etr;t Z:ercome

ompanies need to work har

?}rll(:lirt?j;flcictspof interests. Of course, I’ve yet to be on such a

,S r

the actions of the banks have been reprehensible.

Academics Are Conflicted Too

: . how
When I reflect on the ubiquity of conflicts of interest and ho

ize i ives, I have to
impossible they are to recognize in our own lives,

acknowledge that ’'m susceptible to them as well. .

We academics are sometimes calk.:d upon ;o e
knowledge as consultants and exp'ert 'w1tnessesl. S Zrl az’v .
I got my first academic job, I was invited bea al’f1 b,
to be an expert witness. I knew that so.me of Ty + regular
lished colleagues provided expert testlmoma; s (ztl}slough ey
side job for which they were paid handsomely Ou of cuti-
all insisted that they didn’t do it for the monzyi;eir old cases,
osity, I asked to see the transcripts of some o 't O eorer
and when they showed me a few I was surpr%se s
how one-sided their use of the research ﬁndlngshw \;vere in
also'somewhat shocked to see hw

e our
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their reports about the opinions and qualifications_of the
W@ho in most
cases were also respectable academics.

Even so, I decided to try it out (not for the money, of
course), and I was paid quite a bit to give my expert opinion.*
Very early in the case I realized that the lawyers I was work-
ing with were trying to plant ideas in my mind that would
buttress their case. They did not do it forcefully or by saying
that certain things would be good for their clients. Instead,
they asked me to describe all the research that was relevant to
the case. They suggested that some of the less favorable find-
ings for their position might have some methodological flaws
and that the research supporting their view was very impor-
tant and well done. They also paid me warm compliments
each time that I interpreted research in a way that was useful
to them. After a few weeks, I discovered that I rather quickly
adopted the viewpoint of those who were paying me. The
whole experience made me doubt whether it’s at all possible
to be objective when one s paid for his or her opinion. (And
now that I am writing about my lack of objectivity, I am sure

that no one will ever agk me to be an expert witnes

s again—
and maybe that’s 5 good thing,)

The Drunk Man and the Data Point

I had one other experience that made me realize the dangers

of conflicts of Interest; this time it was in my own research.

* This was the first time that | was

. paid a lot by the hoyr dI intrigued by how I
started to view ma isi ; « > and 1 was intrigued by
work I could by - rrly decisions in terms of work hours.” I figured that for one hour of

a) ner and tha for g fe bicycle.
T'suspect that this IS an interesting way to think abou:V that we houls e <ol
purchase, and one day I might look into this,
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At the time, my friends at Harvard were kind .enough to let
me use their behavioral lab to conduct ‘experlments. I was
particularly interested in using their facility because theyhre-
cruited residents from the surrounding area rather than
ing only on students. |
relygnnge(;)a:ticular week, | was testing an experir'nent o}r: de:-
sion making, and, as is usually the case, I predicted that t lel
performance level in one of the conditions would bedr.n.uc
higher than the performance level in the othe‘r c;)n ltlo:;
That was basically what the results showed—aside from o
person. This person was in the condition I expected to per-
form best, but his performance was much 'worse. than every-
one else’s. It was very annoying. As I examined his data rrizrc;
closely, I discovered that he was about twenty Zlfee;lrst (t)heje
than everyone else in the study. T also re.membere t ah »
was one older fellow who was incredibly drunk when
b. ..
Carr;hlo :(::rrllaent I discovered that the offending palirt1c1pa1.1t
was drunk, I realized that I should have exchfded hl.sl .data :;
the first place, given that his decision'-makmg ac:)l Illts}trajlvtly
clearly compromised. So I threw out his data, an }1 oy
the results looked beautiful—showing exactly w z;lt' -
pected them to show. But, a few days later I began thinking

: . K
about the process by which I decided to eliminate the drun

guy. [ asked myself: what would have happened if this fellow

had been in the other condition—the one I expected tz (i:

worse? If that had been the case, 1 probab.ly would.?;)th Z I

noticed his individual responses to start with. Al‘ld 1his ;at,a |

probably would not have even considered excluding e
In the aftermath of the experiment, I could easily

ing the
told myself a story that would excuse me from using
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drunk guy’s data. But what if he hadn’t been drunk? What jf
he had some other kind of impairment that had nothj
with drinking? Would I have invented another excus
cal argument to justify excluding his data> As we
chapter 7, “Creativity and Dishonesty,” creativity can help us

justify following our selfish motives while still thinking of
ourselves as honest people.

ng to do
e or logi-

will see in

I decided to do two things. First, I reran the experiment to
double-check the results, which worked out beautifully. Then
I decided it was okay to create standards for excluding par-
ticipants from an experiment (that is,
drunks or people who couldn’t understand
But the rules for exclusion have to be mad

the experiment takes place, and defi
at the data.

we wouldn’t test
the instructions).
e up front, before

nitely not after looking

What did Ilearn? When [ was deciding to exclude the drunk
man’s data, I honestly believed ['was doing so in the name of

ge. It didn’t occur to me that I might
be doing it for my own self-interest, byt | clearly had another
motivation: to find the results | was expecting. More generally,

I learned~again~about the importance of establishing rules
that can safeguard ourselves from ourselves.

Disclosyre: A Panacea?

So what is the best way to deal wi

most people, “fy]| disclosure” spr

same logic a5 “sunshine policies,
derlying disclosure is that as lon
exactly what they are doing, 4]]

ings to mind., Following the
” the basic assumption un-
& as people publicly declare
will be well. If professionals
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Y i i i n tO
or -
S
g

ns of those professionals and

they get fr
that information in h |
propriately discount the opinio o B
make better decisions. In theory, disc osuref o
fantastic solution; it both exonerates. the pro esd "
are acknowledging their conflicts of interest an

ir information 18
their clients with a better sense of where their

ovides

coming from.

Daylian Cain
d conducted by
run you through a study George Loewenstein (a professor

), and Don Moore (2 professor

sclosure can
allow me to
(a pro-

fessor at Yale University),

at Carnegie Mellon University In this experiment,
at the University of California, Berkeley). In

. es. (By the way,
participants played a game in one o twohml }(f ryeasonable
: at an
« ame” is not w
what researchers call a “g

.. t layed
kid would consider a game.) Some of the participants p

nt
. the total amou
the role of estimators: their task was to guess
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of money in a large jar full of loose change as accurately as
possible. These players were paid according to how close

their guess was to the real value of the money in the jar. The

closer their estimates were, the more money they received,

and it didn’t matter if they missed by overestimating or un-
derestimating the true value,

The other participants played the role of advisers, and
their task was to advise the estimators on tl
(Think of someone akin to your stock
much simpler task.)

heir guesses.
adviser, but with a

There were two interesting differences
between the estimators and the advisers. T

whereas the estimators were shown the j
for a few seconds, the advisers had more time to examine it,
and they were also told that the amount of money
was between $10 and $30. That gave the
mational edge. It made them relative exp
estimating the jar’s value, and it gave the
good reason to rely on their advisers’ repor

ing their guesses (comparable to the wa
In many areas of life)

he first was that

ar from a distance

in the jar
advisers an infor-
erts in the field of
estimators a very
ts when formulat-

y we rely on experts

The second difference concerned the rule for paying the

advisers. In the control condition, the advisers were paid ac-
cording to the accurac

flicts of interest wer
condition,

y of the estimators’ guesses, so no con-
e involy
the advisers were
Overguessed the valye of the coj

So if the estimators overguess

ed. In the conflict-of-interest
Paid more as the estimators
nsin the jar to a larger degree.
ed by $1, it was good for the

At it s e
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conflict-of-interest condition? You guessed it: in thfe cizt;gl
condition, advisers suggested an avc?r'age value o. $16. i
while in the conflict-of-interest condition, the tadvnsers sugd
gested an estimate that was over $20. They basically goosc}a1
the estimated value by almost $4. Now, yo‘l‘l can loolk ai thz
positive side of this result and tell yourself, Well, at ia; he
advice was not $36 or some other very high number. 1.1der
that is what went through your mind, you 'shoulld clons;a -
two things: first, that the adviser could .not give 'c early }::e 'agr
gerated advice because, after all, the estlma.tor did see t ]to;
If the value had been dramatically too high, the estn;lare_
would have dismissed the suggestion altogether. 'Se;:or; , “
member that most people cheat just enough to still fee g}(()tra
about themselves. In that sense, the fudge factor was ane
$4 (or about 25 percent of the amognt). .
The importance of this experlment,. howe.ver, o
up in the third condition—the conﬂlct—of—mterc.:s pwas
disclosure condition. Here the payme'nt for the accii'v%ser e
the same as it was in the conﬂict-of-m.terest con 1;10n.r o
this time the adviser had to tell the estimator that e.o e
(the adviser) would receive more money \'Nhen the estim o
The sunshine policy in action! Th.at waﬁy,
ably take the adviser’s blased‘ incen-
t the advice of the adviser ap-
advice would certainly
t of the disclosure

overguessed.
estimator could presum
tives into account and discoun
propriately. Such a discount of the h
help the estimator, but what about the <'3 ec !
on the advisers? Would the need to dlscl:lose eli rine
biased advice? Would disclosing their bias stretc

fortable exaggerating
now feel more com xa
o cater degree? And the billion-dollar

two effects would prove to be

minate their
e fudge

their advice to an even gr
question is this: which of these
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larger? Would the discount that the estimator

adviser’s advice be smaller or larger than the ¢
tion of the adviser?

The results? In the conﬂict-of—interest-plus-disclosure
condition, the advisers increased their estimates by another
$4 (from $20.16 to $24.16). And what did the estimators do?
As you can probably guess, they did discount the e
but only by $2. In other words, although the ¢
take the advisers’ disclosure into consideration
lating their estimates, they didn’t subtr
Like the rest of us, the estimators didn’t st

applied to the

Xtra exaggera-

stimates,
stimators did
when formu-
act nearly enough.

ifficiently recognize
the extent and power of their advisers’ con flicts

The main takeaway is this: disclosure cre
bias in advice. With disclosure the estim
money and the advisers made more. Now, |
disclosure wil] always make things worse fo

clear that disclosyre and sunshine policjes
make things better.

of interest,

ated even greater
ators made less
am not sure that
r clients, but it is

will not always

So What Should We Do?

Now that we understand ¢

sh

onflicts of interest 4 bit better, it

cate conflicts of interest alto

id than dope, In the medic
example, th

their own p

gether, which of course is easier

al domain, thar would mean, for
at we would not allow doctors to treat or test

attents using €quipment that they own. Instead,
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sulting for drug companies or investing in pharmac;;utlcai
tocks. After all, if we don’t want doctors to h.ave conflicts o,
isnteres-t, we need to make sure that their income doe:inf
depend on the number and types of procedures or p;esicn:t)e
tions they recommend. Similarlyl, ifdvx.fe wax::,et:hz ;rllzi e

i of interest for financial a v1sers,. ! .
:)llcl)ijctt}iem to have incentives that are not aligned with their

no differential pay for success and failure. T eonlicsof
Though it is clearly important to try to re ucel: e,
interest, it is not easy to do so. Take contractors,f a\)\;(};nal,s "
car mechanics, for example. The way these protess o
o terrible conflicts of interest because | y
1 and benefit from the service,

ge. But stop for a

paid puts them int .
both make the recommendatio
while the client has no expertise or levera sop o
few minutes and try to think about a c?mpensa fon moce
that would not involve any conflicts of interest. yh e
ome up with such an approach, y

d—if not impossible—to
lthough conflicts

taking the time to try to €
most likely agree that it is very haf
pull off. It is also important to realize t.hat ahappen o
es
i e problems, they sometim . ‘
T ase of physicians (and dentists) order.mg
nt they own. Although this is a

reason. Take the ¢

treatments that use equipme
i m

potentially dangerous practice fro

i ilt-in adv
flicts of interest, it also has some built . -
to purchase equipment
it can

the perspective of con-

antages: profes-

sionals are more likely

in using it;
believe in; they are likely to become experts

ient: and the doctors
be much more convenient for the patient; an
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might even conduct some research that could help improve
the equipment or the ways in which it is used.

The bottom line s that it is no easy task to come up with
compensation systems that don’t inherently involve—and
sometimes rely on—conflicts of interest. Even if we could
eliminate all conflicts of interest, the cost of doing so in terms
of decreased flexibility and increased bureaucracy and over-
sight might not be worth it—which is why we should not
overzealously advocate draconian rules and restrictions (say,
that physicians can never talk to pharma reps or own medi-
cal equipment). At the same time, I do think it’s important
for us to realize the extent to which we can all be blinded by
our financial motivations. We need to acknowledge that situ-

ations involving conflicts of interest have substantial disad-

vantages and attempt to thoughtfully reduce them when their
costs are likely to outweigh their benefits.

As you might expect, there are many straightforward in-
stances where conflicts of interest

should simply be elimi-
nated. For example,

the conflicts for financial advisers who

recetve side payments, auditors who serve as consultants to
the same firms, financj

Ing when their dlients Joge their shirts, rating agencies that

are paid by the companies they rate,
accept money and favors from corporat
exchange for thejr votes; in all of these

and politicians who
ions and lobbyists in

cases it seems to me
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at hand.
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