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Beyond Compliance

Abstract: This book explores how ethics in organization can 
draw on research streams in moral philosophy and moral 
psychology in order to attune to the actual and concrete 
moral dilemmas in the workplace. Compliance activities in 
organizations often include ethical training of employees 
and formulations of codes of conduct to define required and 
expected behaviour. In order to prepare leaders and employees 
for moral dilemmas in their professional lives, organizations 
need to go beyond compliance and acknowledge the 
complexity and ambiguity of the situations the employees can 
face. Familiarity with ethical tools, principles, and concepts 
can be part of a foundation for responsible decision-making, 
but only in tandem with empirical knowledge from social and 
moral psychology about judgement and decision-making.
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We can understand moral reasoning at work to be the activity of judging 
and deciding what is morally right and wrong, permissible, obligatory, 
and forbidden in an organizational context. We can also place the activ-
ity under the heading of ethics in organizations. This book proposes a 
rethink of the assumptions this activity rests upon, in order to strengthen 
its potential to create responsible conduct in the workplace. It combines 
research streams in moral philosophy and in moral psychology to outline 
how it can be possible to attune ethics in organizations to the everyday 
tensions and dilemmas experienced by leaders and employees in work 
settings.

Three assumptions about ethics in organizations will be under scru-
tiny in this book. There are elements of truth in all of them, but they also 
tend to overshadow important aspects of the decision-making processes 
in organizations. The first assumption is that the development of skills to 
engage in ethical analysis can effectively prepare leaders and employees 
for the ethical challenges they will face at work. The second assumption 
is that decision-making should ideally rest with people of strong moral 
character, that is, with those who have a stable disposition to behave in 
a morally responsible manner, even when they are under pressure to 
do otherwise. The third and final assumption is that codes of conduct 
strengthen an organization’s ability to deal with ethically challenging 
situations. The underlying problem with these three assumptions is that 
even an organization where the leaders and employees have been through 
ethical training and become familiar with ethical analysis, where the 
individuals are of reasonably good moral character, and where a detailed 
and concrete code of conduct is in place, is vulnerable to internal moral 
wrongdoing. In this book, I will attempt to address the limitations of 
the three assumptions, and show how the combination of insights from 
moral philosophy and moral psychology can create a more robust ethics 
in organizations.

Moral dilemmas are a pervasive feature in organizational life, and 
the discipline of ethics offers principles, tools, and concepts to analyse 
them and reach a decision about what to do. A moral dilemma is typi-
cally a situation where the decision-maker must choose between two 
or more options that represent some moral requirement or duty. The 
decision affects a range of stakeholders, and several of them can have 
reasonable moral claims to make on the decision-maker, but some of 
them will be disappointed. A moral dilemma is a choice between wrong 
and wrong. Something of moral value will be lost, no matter what the 
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 decision-maker opts to do. Leaders and employees from the private as 
well as the public sector can experience that they spend their professional 
lives in a moral minefield. No matter where they put their feet, a moral 
dilemma can lay hidden and spring up to demand a swift response from 
them. In the process of rethinking ethic in organizations we should be 
guided by a fundamental respect and understanding of the predicament 
of individuals who work under such conditions. Leadership research 
documents how important it is for employee motivation to experience 
that leaders stand by their side and are supportive when they face the 
most stressful and demanding situations, and moral dilemmas are 
concrete instances where such presence is pivotal. What individuals in 
professions as dissimilar as being a business manager and a social worker 
have in common is that they make decisions that can have considerable 
dramatic impact on other people. Their integrity, empathy, and common 
sense can be questioned and under pressure on a daily basis. Ethical 
perspectives on what goes on in organizations need to reflect the intense 
moral tensions experienced by the decision-makers who operate there.

Ethics training has become an integral part of leadership and employee 
development programs in many organizations. Companies who are 
about to establish business in some of the most corrupt areas of the 
world, send their people to anti-corruption training to prepare them for 
the realities they are about to face there. In many countries, professionals 
like accountants, lawyers, teachers, doctors, nurses, and financial advi-
sors have ethical training as part of their obligatory continuing educa-
tion. The expressed purpose of all these learning activities is to make the 
participants better equipped to meet ethically challenging situations at 
work. However, the distance between the harmonious teaching settings 
in the seminar room and the tense and complex realities the participants 
face in their everyday work life can be considerable.

I have facilitated ethics sessions in organizations internationally for 15 
years. In my experience, the commitment from participants and their 
bosses can range from intense all the way down to stone cold. In some 
organizations, ethics training becomes an arena for lively discussion of 
a broad range of professional issues, going well beyond the ethical. In 
others, the activity takes the form of compliance work that one reluc-
tantly puts on the agenda and participates in with minimal engagement 
and effort. One accounting firm defines the main goal of an ethics course 
as fulfilling the requirement of having seven hours of ethics teaching for 
its partners. Not a word about substantial learning outcomes regarding 
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the ability to cope with ethical challenges at work. If a company or group 
of professionals establish a code of conduct and invite their people to 
an ethics seminar, they can tick those two boxes on the compliance list. 
If things nevertheless go wrong, and individuals from the company 
become entangled in wrongdoing, the leadership can claim that those 
people have acted on their own behalf and not in accordance with the 
intentions expressed during the ethics training. In the courtroom, it can 
make a significant difference to the outcome for a company whether 
the employee who has bribed a public official on their behalf has been 
through ethical training or not. If he has, the company can distance itself 
from the critical event and claim that the person acted on his or her own, 
even though it has intentionally sent the employee on a mission into an 
area where wrongdoing appears to be inescapable. Incentives can be at 
odds with the messages from the ethics seminars, and the employees are 
expected to cope with that internal conflict.

Some of the ethical training sessions I have facilitated have been in 
the oil and gas industry. Since the early 1970s, my home country Norway 
has benefitted greatly from its natural resources in the North Sea. The 
income has financed the development of a well-functioning society, with 
excellent infrastructure in transport, health, and education. Norwegian 
oil and gas companies have also gradually developed competence and 
skills that have enabled them to pursue and establish business in other 
countries. Some of the world’s richest oil and gas resources happen to be 
located in areas where corruption is commonplace, and the Norwegian 
companies have faced dilemmas in coping with that dimension of real-
ity. In 2004, the company Statoil admitted that it had paid 15.2 million 
dollars to the son of the former president of Iran, with the aim of secur-
ing lucrative contracts in that country. As a result, the Chairman, the 
CEO, and the Director for international operations resigned, and the 
company received a heavy fine.1

In the aftermath of the Statoil scandal, companies of all sizes and 
shapes in the oil and gas industry sat down to fine-tune their codes of 
conduct, and invited leaders and employees to a range of extensive ethics 
seminars. I contributed to a series of these, in judgement and decision-
making sessions focusing on how to cope with realistic dilemmas. The 
CEO of one of the companies participated on every session, and gave 
an introductory talk at each of them. His main message to his travel-
ling employees was: “Make sure you keep at arm’s length from anything 
that smells of corruption.” After that, he wished them a safe journey to 
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Azerbaijan, Angola, Nigeria, and other countries where the company 
had activities.

How much should top management back home know about the 
complexities of business life and the level of corruption in the countries 
where their companies are active? When corruption cases come to trail, 
one of the key issues is often to settle whether top management knew 
about the transactions taking place. Legally, it is not enough to establish 
that they did not know. They may have chosen the stance of willful blind-
ness, which involves taking conscious steps not to know, deciding not to 
inquire about how the company won a particular contract, which agents 
were involved, and about the details of the methods they deployed to get 
the attention of the local decision-makers. A CEO can decide to turn 
a blind eye to the details of the business culture and business methods 
his company partakes in, but that strategy is both ethically and legally 
dubious.

One group of professionals who have come under critical scrutiny after 
the financial crisis in 2008 is that of financial advisors. They have come 
under criticism for recommending and selling questionable products 
to their customers. The response from financial authorities in Norway 
and in other countries has been to tighten the control of the institutions, 
and to demand that the financial advisors participate in ethical training. 
I have contributed to this activity at the business school where I work, 
by introducing ethical theories and concepts to financial advisors, and 
inviting them to apply them to practical cases.

The creditable aim with these activities is to encourage ethical aware-
ness in the profession, and make the participants familiar with analytical 
tools with which to weight and consider their options. However, my 
impression is that the incentives these individuals encounter at work 
remain more or less unchanged, which means that the ethical training 
makes little difference to how they behave towards their customers. 
I ask the financial advisors what they would say to a customer under 
the following circumstances: Anne has recently inherited 200,000 Euro 
from an aunt, and turns up for financial guidance. The advisor looks at 
Anne’s overall financial situation, and believes that the smartest thing 
this woman can do, clearly is to use the entire inheritance to reduce her 
debt. However, this option will not give the advisor or his company any 
profits. He has a strong personal incentive to go against his own judge-
ment of what would be the best option for Anne, and advise her is to 
spend the money on an investment package. What should he do?



6 Moral Reasoning at Work

DOI: 10.1057/9781137532619.0003

When I put this question to the financial advisors, many of them appear 
to experience what I in this book will call moral dissonance, a discrepancy 
between their moral convictions what they are tempted or ordered to do. 
On the one hand, they want to live in accordance the professional stand-
ard indicated in the title of being a financial advisor. Their primary goal 
should be to serve the client, the secondary goal to make profits. From a 
moral point of view, then, they realize that they should be honest to their 
customers and state frankly what they think would serve their personal 
economies best. On the other hand, their own income depends on sales of 
financial products, and their employers expect them to show good results. 
Anne may enter their office the day before the personal sales report for the 
month is due, and the advisor can be in a position where a sale to Anne 
will have a big positive impact on what happens in the meeting with the 
supervisor. In similarity to the corruption cases, top management seems 
to choose willful blindness over detailed knowledge of the practical conse-
quences of the incentives they present to their employees, in the shape of 
the conversations that go on between their employees and customers.

Conflicts of interest are at the core of many ethical challenges in organi-
zations (Nanda, 2002ii). The financial advisor can decide to give priority to 
his or her self-interest and the employer’s interest ahead of the customer’s 
interest, with very little risk of detection. A similar pattern is present in 
relations between professionals and their clients, customers, students, 
and patients in other setting. These situations are different from moral 
dilemmas, in that they do not pose a choice between options that are more 
or less on equal moral footing. They are not choices between wrong and 
wrong, but between one option that is morally obligatory and right, and 
another option that is tempting, but morally wrong. Professionals often 
have strong incentives to choose the morally wrong options, and when 
they found out, face stern moral criticism. The public tends to expect and 
demand strength of character in the professionals, a disposition to with-
stand temptation to exploit their superior knowledge for personal gain. 
Studies in social psychology suggest that this reliance upon character is 
misplaced, and that organizations should instead attend to the incentives 
employees have for balancing between self-interest and client interest.

This book presents two streams of research and inquiry to support 
a rethink of ethics in organizations. The first is moral philosophy and 
ethics, which contributes with analytic tools to handle moral dilemmas 
and other challenging situations at work. I draw on classical contribu-
tions from Aristotle, Immanuel Kant, Jeremy Bentham, and John Stuart 
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Mill, and contemporary input from Philippa Foot and Judith Jarvis 
Thomson, as well as a variety of more specific works in business ethics 
and organizational ethics. A central and original component in the book 
is the Navigation Wheel, a tool I have designed in collaboration with 
philosopher Einar Øverenget (Kvalnes and Øverenget, 2012). Decision-
makers can use the Wheel to keep track of the legal, ethical, value-
oriented, moral, reputational, and economical dimensions of a decision. I 
have used in ethical teaching settings in a range of organizations, and the 
participants have appreciated it as a simple and practical tool with which 
to structure a conversation about right and wrong in work contexts.

The second stream of research is from moral and social psychology, in 
tandem with criminology. It explores the foundations of moral agency, 
and attempts to identify the primary causes of moral wrongdoing. The 
traditional virtue ethics approach has been to explain moral transgres-
sions and misconduct in terms of character defects. A person who gives 
in to temptation and prioritizes personal wealth over the legitimate 
claims of clients and customers, is seen as a person of weak character, 
someone who has not developed a strong and stable disposition to do the 
right thing. An alternative circumstance approach has developed from 
experimental studies in social psychology, which indicate that aspects of 
a situation can have more predictive power in terms of right- or wrongdo-
ing than information about the decision-makers personality or character 
traits. Individuals may move from initial moral dissonance when facing 
an option that goes against their moral convictions, to acceptance of that 
option, through a process of moral neutralization. Circumstances, in 
terms of organizational climate and norms of communication amongst 
colleagues, can crucially affect whether a decision-maker either remains 
loyal to his or her moral beliefs, or convinces him- or herself that it is 
acceptable after all to choose that option. The main instigators to this 
research stream have been Sykes and Matza (1957) and Bandura (1986).

The major ethical scandals in business (Enron, Arthur Andersen, 
Parmalat) have all involved not just moral but also criminal wrongdoing. 
Ethics in organizations can thus learn from criminological studies of why 
people engage in lawbreaking activities. According to Heath (2008, p. 
611), individual decision-makers “do not commit crimes because they lack 
expertise in the application of the categorical imperative or the felicific 
calculus. They are more likely to commit crimes because they have talked 
themselves into believing some type of excuse for their actions, and they 
have found a social environment in which this sort of excuse is accepted or 
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encouraged.” Organizations can set out to build a communication climate 
where it normal to challenge colleagues’ justifications and excuses and 
people are encouraged to express their moral concerns and stay loyal to 
their moral commitments. In doing so, familiarity with Immanuel Kant’s 
categorical imperative and other ethical concepts may actually be useful 
in articulating a position and arguing beyond an appeal to a gut feeling 
that one particular option is wrong. Ethics offers a vocabulary in which to 
voice a concern and challenge a decision that seems to be morally ques-
tionable. Psychology and criminology helps to understand how people of 
reasonably strong character and ability to reason about their choices can 
nevertheless become involved in serious wrongdoing.

The academic and practical contribution of this book is to combine two 
research streams to create a platform for responsible conduct in organiza-
tions. Training in ethical analysis, focus on moral character, and integra-
tion of codes of conduct are important to maintain normative standards 
in organizations, but even people with superior analytical skills who are 
strongly committed to an adequate set of moral values, and take guidance 
from a set of codes and principles can become entangled in moral wrong-
doing. Studies in moral psychology and criminology enlighten how this 
may happen, and provides input to how to avoid it. These reflections are 
relevant both for how to conduct systematic ethics initiatives in organiza-
tions, and for teaching of business and organizational ethics to students. It is 
not sufficient to make people familiar with ethical tools and principles, and 
to attempt to isolate individuals of strong moral character to become the 
leading decision-makers. Insights from psychological disciplines indicate 
that collective justification processes can pave the way for wrongdoing. The 
main countermeasure can be to make it acceptable and normal to criticize 
moral neutralization attempts openly. When that happens, ethics in organi-
zations move beyond compliance and fulfilment of external expectations, 
to the serious everyday conversations about right and wrong.

Note

http://news.bbc.co.uk/2/hi/business/3849147.stm.1 
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