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Varying Ethics and Compliance to Suit 
the Individual Moral Development 
of Employees

Ethics at Work

Not all employees are created equal, 
at least when it comes to moral 
development. The focus on prevention of 
ethical lapses, as opposed to the clean-
ups after they occur, requires different 
programs, processes, checks, and 
balances for these varying levels of moral 
development. Having an anonymous 
reporting system in place and hoping for 
reports may yield little if most employees 
are morally clueless folks who just cannot 
see ethical issues. 

Their backgrounds, experience, and 
attitudes make them immune to outrage 
over ethical breaches they might witness 
or join. Live and let live is their mantra. 
One cannot report what one does not 
see. But the same anonymous reporting 
system is critical for the inherently moral 
who are working among the morally 
clueless. They need the opportunity for 
reporting, as well as the protection of 
anonymity when they labor in ethically 
barren fi elds.

So, how does a complete compliance 
program look? How does it cope with all 
the varying levels of moral development 
among employees? Well, there is onion-
like layering, some overlapping, and some 
cumulative effects. A comprehensive 
program recognizes the reality of 
inequality among employees when it 
comes to moral development.

Handling the Morally Clueless

This employee can be dangerous. An 
ethical culture cannot take hold when 
there is resistance among employees even 
in its mildest form of, ‘Whatever’.

For this employee, an organization needs 
the following layers:

•	 Screening. There are various forms 
of tests that some consulting fi rms 
stand by as capable of screening 

out potential employees who are 
morally clueless. Some security 
fi rms insist that they can fi nd the 
poachers. The diabolical nature of 
the clueless, however, may fi nd 
them defying even the experts. 
Screening in more one-on-one ways 
may provide something more than 
standardized screening offers. 
One simple question that proves 
effective in detecting the morally 
clueless is: ‘Give an example of 
an ethical dilemma that you have 
faced and how you resolved it’. 
Silence, stuttering, hesitation, or 
poor examples are your clues to the 
morally clueless. One interviewer 
asked the question and received 
the following response: “Really 
can’t think of any ethical dilemmas 
I’ve faced. I am fairly ethical.” 
Being ethical is not immunity from 
dilemmas; it is facing the dilemma 
and making correct choices. 

Another question that stumps the 
morally clueless is to ask, “Which 
do you think is more important—
showing loyalty or raising questions 
about decisions and practices?” The 
morally clueless fall for loyalty quite 
often because the question leads 
them to that path, a path those who 
are less resistant to ethics will avoid 
as they walk the interviewer through 
the dangers of loyalty when a leader 
is misguided. 

•	 Strong	internal	controls. Should 
they slip through the screening 
process, the morally clueless must 
be surrounded by strong internal 
controls. In 2008, Jérôme Kerviel, 
at the ripe old age of 31, was 
promoted from internal audit at 
Société Générale’s, the second largest 
bank in France, to the trading area. 
Kerviel’s stint in audit meant that 

he knew his bank’s internal control 
processes, knowledge that allowed 
circumvention. In-depth employee 
knowledge of internal control 
systems is an oversight easily fi xed 
by more frequent system changes. 
As one expert noted, it’s a little like 
becoming a thief after you have 
training as a locksmith. It is a tad 
easier to get into the place where the 
loot is located.

Kerviel knew when the bank did its 
nightly reconciliation and he was 
able to post to cover his exposure 
whilst working around that time of 
reconciliation. The result was that 
he was able to conceal not only his 
losses but also the level of risk in his 
trading strategies. An undetected 
rogue, he was able to mount losses 
and risk upon risk until he racked up 
$7.09 billion in losses. He quite nearly 
bankrupted his employer. 

A morally clueless personality driven 
by a need for success, regardless of 
how one gets there, requires effective 
internal controls.

•	 Ethics	training. For the morally 
clueless, the hypothetical with 
several different solutions will not 
do. This group of employees needs 
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rules, answers, and morally clarity. 
For this group, anyone who is 
providing ethics training needs to 
state specifically, “At this company 
we do not _____________.” and fill in 
the blank. Training for this group is 
akin to a parent with teens who finds 
that saying, “How many ways can I 
say no?” is a part of day-to-day life 
in setting parameters for the morally 
adrift teen.

•	 Enforcement. For both the morally 
clueless and the morally superior 
or moral egotist, enforcement is a 
key prevention tool. The morally 
superior or moral egotists are those 
who believe that the rules are for 
the less gifted. These are the line-
cutters, those whom we must drag 
kicking and screaming to the font 
of paperwork that government and 
those who fund research require. The 
morally clueless do not see conflicts 
of interest as an issue. The morally 
superior know what a conflict is and 
recognize that they are involved in 
one; they simply believe that they 
need not comply with conflicts 
rules or disclosure. For both of these 
types of employees, enforcement is 
critical. Training will not get them to 
compliance. 

One CEO, frustrated with the 
superstars in his organization 
who were not doing their required 
government training, sent out an 

email with a deadline and a promise. 
The promise was that if they did not 
meet a deadline he set in the email 
that they would be sitting down 
together to do the training. There was 
100% completion by the time of the 
CEO’s deadline. 

At times, enforcement requires 
suspension, reprimand, and even 
termination. Without the clueless and 
superior seeing sanctions, they will 
proceed merrily, confident that they 
are indeed immune from pleas for 
compliance and training. 

When a Dallas buyer for JC Penney 
was sent to prison for taking 
kickbacks from vendors, a buyer for 
Neiman Marcus commented that the 
jolt forced all purchasing agents in 
the Dallas area to step back and take 
a hard look at their relationships with 
vendors, including the gifts they had 
been used to accepting.

A little fear, through regular and 
consistent enforcement, brings these 
folks around. 

•	 Policies	on	gray	areas. The amoral 
technician is the employee who is 
always looking for the loophole. This 
employee makes no determination 
of right vs. wrong, only what is 
permissible, i.e., not specifically 
prohibited under the rules, 
whether those rules be government 
regulations or organizational policies. 

There was an interesting interview 
between Danica Patrick, the Indy 
500 driver, and Dan Patrick of Sports	
Illustrated. While Ms. Patrick has 
subsequently indicated that she was 
only joking during this interview, 
her answers reflect a great deal more 
thought than an off-the-cuff joke.

Dan:	If	you	could	take	a	performance-
enhancing	drug	and	not	get	caught,	
would	you	do	it	if	it	allowed	you	to	
win	Indy?

Danica:	Well	then	it’s	not	cheating,	is	
it?	If	nobody	finds	out?	

Dan:	So	you	would	do	it?

Danica:	Yeah,	it	would	be	like	finding	
a	grey	area.	In	motorsports	we	work	
in	the	grey	areas	a	lot.	You’re	trying	
to	find	where	the	holes	are	in	the	rule	
book.

Ah, the race in the grey area therein is 
the lifeblood of the amoral technician. 
These amoral technicians need help 
in understanding the implications of 
their devotion to loopholes. Laws, 
regulations, and organizational 
policies cannot cover every possible 
situation the human mind can 
conjure up, when rewards hang in 
the balance. But, when one finds a 
loophole, others follow and the result 
is abuse, outrage, and then some 
form of new law, regulation, or policy 
that closes the technician’s loophole. 

Building a career, business model, or 
practices on loopholes carries more 
than just the ethical risk that when we 
fly that close to the tree tops we are 
bound to make a mistake, with the full 
consequences of violating a law or rule 
we did not set out to break it was the 
gray area gone amok. Building a business 
model on a loophole carries the risk 
that the loophole can and will be closed, 
and we are then back to square one for 
strategic growth. For example, credit card 
companies were fully regulated in great 
detail under Regulation Z. How they set 
up their billing; how finance charges were 
computed; when bills were sent and due, 
were all covered in great detail under the 
law. However, these companies found 
and relied on a fairly large loophole in 
Regulation Z—the limited regulation of 
additional payments beyond the finance 
charges. Finding this loophole allowed 

1 Danpatrick.com, www.sportsillustrated.cnn.com, June 2, 2009
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credit card companies to profit from 
penalties imposed for late payments, 
charges in excess of credit limits, and 
other such fees, which were outside 
the scope of Regulation Z. There was 
substantial cash flow from these customer 
charges. Indeed, the business model for 
many credit card companies was built on 
the cash cow of these extra payments. But, 
one company too many imposes a $29 late 
fee on a late payment for a $13 charge and 
the result is the loophole is closed. A new 
business model is now necessary.

In healthcare, the issues with upcoding 
were an example of gray areas. Do 
reasonable minds differ on how medical 
billing is coded? Absolutely. However, 
amoral technicians can get quite good at 
finding those areas where the generation 
of revenue lies, even as the regulations 
are not as clear. Those gray areas carry 
the temptation of reliance on a tenuous 
loophole and ever-so-slight pushes of the 
envelope into fraud.

 In addition to emphasizing the need 
for a long-term business model, those 
who work with amoral technicians need 
to be ever vigilant in understanding 
what techniques they are using. For 
example, on research grants, some 
investigators think nothing of having 
pizza parties for the research staff as 
part of their reimbursed expenses. In 
their minds, that activity is all part of 
seeing that the research is done, that 
the team is cohesive, and that morale 
is good. It’s all part of the research 
process, is the explanation. Without a 
specific prohibition, the pizza parties are 
part of the culture. When confronting 
researchers with these forms of expenses, 
a reminder helps. While there may be no 
specific prohibition, it does help to go 
back to the purposes of the grants, the 
limitations on fund uses, and general 
intent. Those factors should guide the 
decision processes in those areas in 
which the regulations are silent. 

What works for one employee can have 
no impact on another. Ethics officers 
are ever vigilant, but ever diverse in 

their approach to employees who carry 
different levels of moral development. 
Audits for some, enforcement for all, and 
unceasing reminders about all matters 
gray. NP
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