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This White Paper maps the new ethical 
territory facing the Human Resources 
profession, covering at least six 
major areas of organisational life.

The ethical territory is steadily 
expanding. It is driven by the 
demands of society for leaders to 
run more responsible businesses, 
and by stakeholders, legislation and 
expectations of employees. 

The new ethical agenda touches on 
virtually all aspects of running 
a responsible business. HR has 
often “gone missing” at critical 
moments involving ethical issues 
in organisations. 

EXECUTIVE SUMMARY

The new agenda provides HR with 
both new opportunities to make a 
difference, and also complex new 
challenges. There is now no place 
to hide.

In the foreseeable future this agenda 
is more likely to expand than to shrink

In pursuit of their role, HR 
professionals may need to hone their 
ability to get their ethical message 
across, and to make a powerful 
impact in the corridors of power.

3

Ethics are the general rules or expectations of 
society, defining in terms of human behaviour what 
is right and wrong, what is good and bad, acceptable 
or not acceptable



Claims for an enlarged HR role  
have not yet translated into 
widespread attention to the ethical 
implications, nor converted into 
general current practice. 

It has even been suggested “the 
entire concept of HR is devoid 
of morality”.1 An earlier survey of 
HR managers for example, found 
considerable disagreement on many 
ethical issues.2 Since then, interest 
has mainly shifted to CSR, and more 
recently to sustainability.3 

So any focus on the ethical issues 
facing HR remains relatively new. 
Should it, for example, become 
involved in the full range of ethical 
issues and the rights and wrongs
of human behaviour; or merely
deal with what has been called 
business ethics?

What remains hard to dispute is 
the continually growing HR ethical 
agenda, and therefore territory yet 
to be fully mapped, explored and 
mastered. This White Paper offers 
some mapping and guidance to those 
who recognise the ethical agenda will 
not be going away any time soon.  

Some HR practitioners turn a blind eye to uncomfortable ethical implications. 
For example, asking few questions about their company’s indirect use of child 
labour or harsh employment conditions; others have: remained passive while 
their companies renege on pension agreements; colluded over excessive 
working hours; responded inadequately to increasing work stress; tolerated 
highly questionable hiring and firing practices; and ignored invasive increases 
in surveillance and control. 

How people at work behave always 
has an ethical foundation. Issues 
constantly arise of right and wrong, 
and acceptable or unacceptable 
actions or behaviour. Ignoring this 
reality is increasingly difficult. 

The US monetarist Milton Friedman 
famously once asserted that business 
should not concern itself at all with 
ethics - “the business of business 
is business”. Such false reasoning 
carries little weight today. Just about 
everyone in business is coming to 
recognise corporate behaviour often 
involves difficult ethical decisions. 

These can and often do pose 
important challenges to individuals, 
organisations and the community as a 
whole. In short, for HR there is now no 
hiding place.

63% of managers say they have 
been asked to do something 
contrary to their own ethical code 
at some point in their career, while 
43% of managers have been told 
to behave in direct violation of 
their organisation’s own values 
statements, and 9% had been asked 
to break the law. 4

INTRODUCTION

Around 
the world, 

business and 
particularly 

Human 
Resources 

(HR), face a 
new, and still-

expanding,
ethical

agenda.
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To obtain phone records those 
security experts recruited private 
investigators who adopted spying 
techniques including impersonating 
HP board members and nine 
journalists.

There remains a resounding company 
silence on where its HR senior officers 
stood during this saga. As one 
commentator put it: 

“The inaction, or mis-action, by 
HR during and after a corporate 
scandal can have a greater financial 
impact than the scandal itself.”

Most of the illegal activity at HP was 
undertaken by an external provider. 
Its directors claimed to have no 
knowledge or control over the 
outsourcing firm’s activities - why not? 
As many companies and their HR 
departments are starting to accept - 
they are accountable for the actions 
of outsourcing providers. Ignorance is 
no excuse. 

“The lesson to be learned by HR 
departments is that they should be 
reluctant to outsource in areas that 
could negatively affect their ability 
to hire, retain or develop the very 
best. When they do outsource, HR 
departments must put in rigorous 
performance standards and precise 
monitoring systems to ensure that 
this type of damaging behaviour 
does not occur.” 5

While HR seldom has power to 
directly manage its own board 
members, its professionals should still 
see this as an opportunity to find ways 
to exercise influence and ensure there 
is adequate monitoring of potentially 
illegal and unethical behaviour. 
HR should also encourage board 
members to have their compensation 
tied to the expected behaviours in 
these legal, values and ethical areas.

The spying scandal at Hewlett Packard in 2006 involved 
a team of independent security experts to identify the 
source of an information leak by investigating board 
members and several journalists.

5
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Though the ethical agenda for 
HR may be still both chaotic and 
constantly expanding, it is proving 
important for several reasons.

First, in whatever form it takes within 
a particular organisation, it has the 
potential to create ethical standards. 
These in turn can help HR be a 
more established profession, through 
demonstrating a high degree 
of professionalism. 

Secondly, by offering new opportunities 
for HR professionals to leverage their 
knowledge and expertise, the new 
agenda enables them to exercise 
more power and influence within 
their organisations.

Finally, it represents territory in which 
HR professionals can gain a real sense 
of pride, achievement and inspiration 
through their focus on issues that so 
clearly matter, not just to society at 
large, but to their organisations and to 
so many actual employees.

“Business ethics is a system of moral principles applied in the 
commercial world. It is a whole new scientific area…”
Kelentzaz J. and Bromi G, Ethical Dimensions in the Conduct of Business, International 
Conference in Applied Economics, 2010 
 
“Ethics is becoming a critical business issue and therefore of direct 
concern to HR. In ranking 20 different issues, a major US survey 
for example, found business ethics amongst the top three most 
important in terms of impact on workforce management.”

AMA, The Ethics of Enterprise, 2005 to 2015, published 2006 
 
“Most managers (77%) ‘agree’ or ‘strongly agree’ that the public has 
higher expectations of the ethical behaviour of UK organisations 
than prior to 2008.” 
Corporate Social Responsibility and HR’s Role, CIPD, 3003, and HRM’s Role in Corporate, 
Social and Environmental Sustainability, SHRM Foundation, 2012 

Important questions remain to be 
answered, such as; can HR itself be 
ethical or unethical; what guidelines 
should we follow; and how can 
anyone in HR judge what is an ethical 
or unethical course of action in a 
specific situation?

Globalisation and differing values, 
cultures and expectations makes 
dealing with these uncertainties yet 
more complex. For example, following 
the disaster in the Bangladesh clothing 
factory, numerous major companies 
have signed up to better practices. 

But where were their respective HR 
practitioners prior to this tragedy? 
This is not to attach blame, merely 
to indicate how challenging our 
interconnected and collaborative 
world has become.
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Since 2001 and those symbols of 
corporate misdeeds, Enron, Worldcom, 
Tyco, Freddie Mac, Andersons, and 
Madoff, events have seldom moved in 
the right direction. Numerous further 
examples of bad corporate behaviour 
culminating in the banking crisis of 
2008, plus the usual dose of research 
studies, all confirm the widespread 
impression of business organisations 
making heavy weather of the whole 
ethical issue. 

Yet as indicated, this is also creating 
new opportunities for HR professionals. 
They can, for instance, play an 
increasingly important lead role in the 
promotion and development of ethics 
within their organisations. Many of 
course already do so. Others though 
are less sure of their remit, and how to 
make a difference. 

“The widespread perception of a growing disconnect 
between corporate behaviour and ethical conduct,” 
commented a PWC report in 2010, “has triggered a sense 
that global public trust in business has declined.” 6

“CSR and ethics are not identical but the concept of CSR has a clear 
ethical basis. It might be more helpful to talk simply about ‘corporate 
responsibility’, which will include social, environmental and financial 
issues as well as legal compliance. But CSR is useful as accepted 
shorthand.”

Corporate Social Responsibility and HR’s role, CIPD 2002 

A non-negotiable starting point is 
always the responsibility of the most 
senior person in an organisation to 
give a clear lead on ethics, to set the 
tone, ensuring there is momentum in 
the evolution and implementation of the 
local ethical agenda. For example, the 
CEO of Aviva issued a code of conduct 
on business ethics across the entire 
global organisation and charged the 
policing of it to HR. 

The widespread use of the term 
“corporate social responsibility” has 
further clouded the issue of what are 
the ethical responsibilities of HR? Under 
this generic CSR heading come so 
many concerns that understandably HR 
professionals can find it daunting. 



To help clarify the new ethical agenda, this White Paper attempts to map the 
territory, identifying six key locations where HR can and should be seeking to 
make an impact: 

The rest of this White Paper explores the present and future implications of this new 
ethical agenda for HR. 

8
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How central to an 
organisation is 
the role of human 
resources? Much 
emotion and 
energy has been 
expended on this 
issue, particularly 
in recent years.

This includes whether HR is 
fully represented at the highest 
levels, and if not why not? As a 
profession, HR has responded by 
giving greater attention to claiming 
a place at the strategy table, rather 
than remaining overly absorbed 
in the bureaucracy of people 
management. 

This shift to a strategic emphasis 
has a contemporary impetus. What it 
means to run a responsible business 
for example, is now firmly on many 
company agendas and only partly 
because of regulatory pressures.  

First, many companies need to 
invest more to reduce the risks from 
reputational damage due to unethical 
or unprincipled business behaviour. 
Secondly, there’s growing awareness 
of the competitive gains to be won 
from being ethical.

STRATEGIC FOCUS 1/6
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So where does HR fit into this scenario 
in which issues such as integrity, 
ethics and what it means to run a 
responsible business become more 
than a casual talking point? A key item 
on the new ethical agenda for HR is 
to claim direct influence to ensure 
the organisation’s strategy reflects an 
ethical dimension: 
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As with many policies, HR can best 
influence strategy in collaboration 
with the CEO whose responsibility, 
as previously emphasised, is to 
set the tone and to own the idea of 
running a responsible business. 
Even now though, many HR 
professionals are more comfortable 
residing in short-term territory 
which excludes them from having a 
strong voice on strategy. 

However, the best HR departments 
recognise the value of taking a 
longer-term strategic approach 
to their role, including the ethical 
dimension. In thinking through the wider 
consequences of its own actions for 
example, the HR service needs to be 
as concerned about means as about 
ends. Difficult questions such as “Is 
this ethically the right thing to do?” “Is 
this being a responsible member of the 
community?” must play an important 
part in evaluating important business 
choices, decisions and plans.

In a bizarre US incident in 2012, spectators at the Macy’s Thanksgiving Day 
parade got a little more than they bargained for when they looked up into the 
confetti-filled sky. Along with the standard multi-coloured confetti, shredded 
Long Island confidential police records rained down on them. Apparently a 
County Police Department employee had tossed the not fully shredded confetti 
during the parade. 7

In some ways there’s nothing 
particularly new about this. Women 
in HR, for example, have often been 
regarded as the unofficial guardian of 
ethics for an organisation. Concern 
about ethics tends to be associated 
with a more general caring role, 
traditionally inhabited by women. 
Indeed many have complained of being 
side-lined to this role. 

What is changing is the expectation 
that HR will become familiar with and 
be concerned about newer concepts 
associated with ethics, such as risk 
management. Too often senior HR 
colleagues take this aspect of HR 
responsibility seriously only when, for 
example, a security breach occurs - 
such as discovering the confidentiality 
of employee records has been seriously 
compromised. Data security, records 
privacy and identity theft should be on 
every HR professionals ethical radar. 

Today, the far higher public profile of 
ethics means running a responsible 
business presents an important 
opportunity for HR practitioners to 
demand attention on the all-important 
“how” of strategy”, not just the what,
or when.
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HR Stay Clear!

Despite the emerging consensus 
of what modern HR is all about, 
some practitioners still consider HR 
should have little to do with ethics, 
particularly at a strategic level. 
Instead they prefer leaving it to the 
compliance teams or to the legal 
department to manage this issue. 

They may, for example, question 
whether HR professionals should be in 
the business of attempting to affect their 
companies on such issues as: 

• Misuse of the world’s physical 
 resources, and the global ecological 
 balance - Esso
• Abuse of human rights - Shell in 
 Nigeria
• Animal rights - KFC, and McDonald’s
• Aggressive treatment of competitors - 
 Wal-Mart and Ryan Air
• Exploitative and unscrupulous 
 marketing - Philip Morris; KFC selling 
 obesity-creating food; mis-selling of 
 financial products by banks, building 
 societies and other financial 
 institutions; GSK mis-selling drugs for 
 children
• Invasion of privacy and use of 
 surveillance techniques - HP; News 
 International and other media
• Aggressive negative targeting 
 of alternative medicines by the self 
 interested pharmaceutical industry 
 
 
 

Surely, goes the argument, these 
are matters where HR has no remit 
to interfere? However, the business 
of HR is business and there is now 
no hiding place within companies. 
To deny or forget this is to confine 
HR to administration and corporate 
procedures. 

To adopt a more strategic approach, 
today’s HR professionals can use ethics 
as their entry card - as opposed to the 
more generic CSR catch-all. This means 
having the courage to speak up about 
values, tone, fairness, transparency, 
and poor standards of conduct 
emanating from the top. Ultimately, 
these affect employee motivation and 
peoples’ commitment to organisational 
goals.

In most UK organisations though, HR 
does not have a seat on the board 
where it is possible to push the ethics 
agenda. Given the current reality, the 
role for HR within the ethical agenda is 
to push for a board member, usually the 
CEO, to own the agenda from the top, 
and to ensure there is an appropriate 
committee structure able to focus on the 
ethical dimension. 
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Actively push for guidelines or codes of conduct dealing with  
increased job insecurity - for example, seeking action on: priority to 
existing staff for jobs, tackling ethical implications of excessively 
‘flexible’ work practices; demanding attention to fears of job loss due 
to outsourcing, off-shoring; robustly tackling increased stress; and 
not conniving at a widening imbalance of power between 
management and workforce. In all these, there needs to be clear 
action from HR and not just words.

Be alert to increases in surveillance and control - this ranges from 
the use of psychometric tests to electronic surveillance of work 
patterns through the application of technology.

Review the impact of deregulation - freedom of the market place has 
been imposed by global regulators such as the WTO, impatience of 
line managers which in practice may push HR into compromising 
‘good’ practice, for business needs. In professional services 
organisations, for example, fee earners may be challenged to decide 
between ‘doing good’ and ‘doing well’.

Resist the decline in management integrity - leading to loss of trust, 
and attempts to manipulate organisational culture solely for doubtful 
commercial gains; HR can: actively promote regular training to 
ensure clarity about the organisation’s ethics; insist performance 
management systems link directly to the company’s ethics; ensure 
there is rapid action on failures to adhere to the company’s business 
ethics.

Promoting fairness and justice - across the organisation because it 
helps promote better individual performance.

5 Ways HR Can Adopt a Strategic Ethical Focus

5

1

2

3

4



 

13

Acting as a moral Guardian is a relatively 
new and particularly challenging addition 
to the HR ethical agenda. 

Almost daily it becomes more 
evident that organisations and their 
leaders often need help to develop 
their moral compass:

Here the new HR challenge is to first 
become clear about what drives 
the desire to exercise influence. For 
example, is the wish to play this role 
because of a hunger to promote 
fairness, to do the most good for 
the most people, to ensure the 
organisation acts in a caring way,
or what?

GUARDIAN 2/6
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• Which action will do the most good and the least harm for everyone 
 who is affected - the Utilitarian Theory?
• Which action protects and furthers the interests of stakeholders - this 
 approach is based on Rights?
• Which action produces a fair distribution of benefits and costs for all 
 stakeholders - Distributive Justice? 
• What action cares for those individuals with whom you have a 
 special relationship - based on ethics being about Caring?
• What actions display virtuous character traits such as integrity, 
 honesty, fairness, loyalty - this is Ethics based on Virtue?

For real work examples of ethical dilemmas, see: Gusdorf, M. Ethics in Human 
Resource Management, Society for Human Resource Management, 2010 

What 
do ethics 

mean 
to you?

Without clarity of purpose, those 
pursuing the ethical dimension may 
come to be regarded as trying to 
seem “holier than thou”, setting 
impeccable standards of desired 
ethical performance for others
to follow. 

The central purpose of this relatively 
new HR agenda item is to keep 
raising corporate awareness of the 
ethical dimension. For instance, 
drawing attention to possible ethical 
dilemmas or perhaps identifying 
questionable ethical behaviour 
that may have serious adverse 
consequences for individuals, or
the entire organisation and the
wider community.

 

“It is important to recognise that HR holds the responsibility for 
ethical Guardianship in any area that touches on people management 
within organisations.”

Dr Jamie Ward, PA Consulting Group, HR Zone, 30 September 2008

Being a ethical Guardian requires 
HR to champion ethical business 
behaviour, promoting it as an 
important focus for the organisation. 
Again, this is not to moralise, but to 
add definite value.

For example, HR has a potentially 
important contribution concerning the 
development, implementation and 
monitoring of the company’s codes of 
practice and behaviour. 

In smaller organisations, the HR 
professional may become the de 
facto Ethics Officer, seeking to give 
the organisation a steer on ethics, 
and not just in respect of strategy, but 
across all aspects of the business. In 
about a fifth of companies, according 
to previous studies, the ethics office 
reports directly to the head of HR.8
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Role Model

An aspect of being a ethical Guardian 
is also acting as a role model for 
ethical leadership. 

This may encompass for example, 
persistently putting ethics onto business 
agendas, constantly referring to the 
importance of ethics in helping to build 
the business and speaking up about 
ethics issues when others remain fearful 
or silent. In this role HR professionals 
should feel free, indeed obliged, to 
comment on just about any business 
activity by viewing it through the filter of 
ethical behaviour. 

When HR acts as an ethical Guardian it might need to 
comment on:
• Should management hide from employees the dangerous nature of 
 chemicals used in a production?

• Should the company close a plant, fire all the employees, and 
 relocate to another location offering lower pay and fewer 
 governmental regulations? 

• When does an organisation’s attempt to fight theft by employees 
 begin to infringe on the privacy rights of the employees? 

• Beyond the legal obligations placed on managers to deal with 
 discrimination in employment, including sexual harassment, what 
 ethical employment issues may demand their attention, such as 
 encouraging employees to approach them about ethical concerns? 9 
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Being a moral Guardian and role 
model has seen the efforts of 
some HR practitioners rewarded 
with a “seat at the top table”. 

However, as one disillusioned 
professional has confessed: “for 
many of us, that seat became 
more akin to a massage chair that 
seduced us into complicity and 
slowly undermined our integrity 
and reputation, which hampered 
our ability to effectively act as our 
organisations’ culture and ethical 
Guardians.” 10

While the exact nature of the ethical 
Guardian role depends on each 
organisation, it is possible to identify 
at least the main outline of the role.  

To pursue this agenda item, the HR 
professional must be prepared to:

Adopt and behave with a strong 
moral compass, first for themselves 
and then help others to understand 
and develop theirs 

Have the courage to speak up about 
abuses and ethical dilemmas

Be a visible role model - leading by 
example 

Promote the development of clear 
guidelines and codes of behaviour 

Ensure ethical training goes beyond 
communicating formal compliance rules

Hold the organization accountable 
- visibly rewarding ethical acts or 
punishing unethical ones 

Periodically assess employees’ and 
other stakeholders’ opinions regarding 
the organisation’s ethical performance 

Develop, utilise and evaluate ethical 
performance standards

Hone their ability to communicate the 
ethical message and make an impact in 
the corridors of power

1

2

3

4

5

6

7

8

9
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Another heavy weight role for HR now 
on the ethical agenda is to contribute 
particular expertise to help both 
individuals and leaders make new sense 
of the burgeoning ethical dimension.

EXPERTISE 3/6
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• Defining the business ethics policy as a framework for all staff
• Evolving codes and principles of required behaviour 
• Communicating policy intentions through the numerous communication channels
• Teaching employees what it means to behave in accordance with the declared 
 policies
• Ensuring ethics training both occurs and is demonstrably effective

In developing ethical policies, HR 
may need to take a particular interest 
in the nature of regular ethical audits. 
This may include uncovering practical 
ways to promote agreed standards of 
behaviour, turning compliance from a 
tick box process into one generating 
actual behavioural change. 

For example, HR professionals now contribute to, and sometimes lead 
organisations in developing their ethical policies. This includes:

Because many companies are too 
small to support a separate ethics/
compliance function, the HR person 
may often end up performing this role. 
Even where there is a fully-funded 
ethics function, HR will need to be 
involved, since for example, the vast 
majority of the calls coming into an 
ethics hotline tend to be HR-related.

Auditing and control mechanisms 
may tick a box, satisfying a legal 
requirement. Yet these seldom 
ensure people feel confident to 
speak up if they observe something 
wrong at work, such as unethical or 
questionable behaviour.
 
However, only when feeling fully 
engaged will employees tend to 
come forward to draw attention to 
malpractices. Creating the right 
environment in which people feel able 
to speak up is therefore an important 
part of HR professionals’ expertise. 

They can for instance show the 
organisation how to address the whole 
issue of engagement, on which the 
ethical culture inevitably rests. For 
example, HR can help managers 
and leaders specifically understand 
the underlying requirements of 
engagement, namely VIDI - that 
people need to feel Valued, Involved, 
Developed and Inspired. 11

HR professionals therefore have the 
potential to guide the organisation in 
creating a culture where it’s safe to 
speak up.

Encouraging Employee Voice 

18
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In far too many organisations it proves 
unrewarding and positively risky to 
raise your head above the parapet to 
challenge or question current practice. 
The fate of whistle-blowers is well 
known. Shooting the messenger seems 
endemic, particularly in the response 
of particularly large bureaucracies, 
whether state or private. This is 
particularly true where it involves 
criticism of leaders, managers 
or supervisors. 

HR can therefore be creative in devising 
safe channels for employees to express 
concerns, and in developing the 
necessary levels of trust across the 
entire culture. 

In seeking to drive the responsibility 
for an ethical culture to all parts of the 
organisation, HR may need to forge 
partnerships, to enlist support, share 
information and resources. This may 
mean using their expertise in devising 
a committee approach for distilling and 
disseminating the essential elements of 
an ethical culture.

Finally, HR can contribute to a 
company’s ethical culture by
ensuring a focus on values and 
particularly relationships. Since these 
are now associated with being a 
profitable organisation, there is every 
incentive for HR to flex its muscles in 
this area, walking the talk, making sure 
leaders and senior managers take 
these seriously.

To sum up, HR has a formidable range 
of expertise to deploy when it comes to 
helping an organisation act responsibly.  
One often hears HR professionals, 
or even employees, bemoaning how 
helpless they feel within the hierarchy.12  

The opposite is true, though it does 
mean being willing to show ethical 
leadership by making clear what HR 
has to offer in this important aspect of 
company affairs.

There is a distinct lack of confidence in how effectively organisations will 
deal with ethical misbehaviour. In an ILM survey in the UK, one quarter of 
respondents (28%) were either certain or concerned they would be negatively 
affected if they were to report an ethical breach at their workplace.

Source: Added values, The importance of ethical leadership, ILM and BIC 2013
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Warned Warren Buffet, renowned 
for his long-term investment 
perspectives. “If you think about it 
for a moment,” he continued, “most 
people would do things differently.” 
His remark is ever more apposite 
in the wake of seemingly endless 
corporate scandals, corruption 
and misbehaviour. 

In most situations corporate reputation 
is a relatively stable, long-term, 
intangible asset. It must however be 
carefully protected since it is critical for 
organisational competitiveness. With 
the instant and dramatic shredding of 
the reputations of numerous previously 
acclaimed enterprises - for example, 
how long will it take for Barclays’ 
chief executive to reach his publicly 
declared goal of restoring the bank’s 
Libor-damaged image - commercial 
concerns increasingly find themselves 
focusing on further building and 
guarding their reputations. 

Greater concern for reputation therefore 
adds yet another item to the new HR 
ethical agenda. While HR professionals 
can contribute to strengthening the 
organisation’s reputation, doing 
so requires an understanding that 
reputation is multi-dimensional – see 
opposite. 

When acting as change agents, HR 
practitioners can bring an ethical 
perspective to bear on important 
areas where reputation matters a 
great deal. For example, behaviour 
that may undermine or enhance 
company branding and image; and 
risk management with its complex web 
of influences include globalisations, 
regulations, and the forces of 
competition.

In many FTSE 100 firms, HR already 
has the remit to influence corporate 
reputations. For example, the 
responsibility for public relations and 
external and internal communications 
often sits squarely with the HR Director. 
This is particularly true of financial 
services organisations in the light of the 
global financial crisis that has seriously 
dented their reputations as trusted 
advisers. So HR professionals have an 
open door to suggest improvements. 
It’s important that they walk through that 
door and strive to make a difference.

It is part of their remit, going beyond 
just managing the staff within the 
organisation, and plays straight into 
the strategic agenda of company 
performance. 

REPUTATIONS 4/6

It takes 
20 years 

to build a 
reputation

 and five 
minutes to 

ruin it
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• Emotional Appeal
 Such as feeling good about the company 
• Products and Services
 Such as offering products of good quality, value and innovation 
• Vision and Leadership
 Such as excellent leadership, well-managed 
• Financial Performance 
 Such as profitability 
• Outperform competitors 
 Such as being seen to be the best 
• Workplace Environment 
 Such as rewards employees and treats them fairly 
• Social Responsibility 
 Such as supporting good causes and being environmentally responsible
• Advocacy 
 Such as customers promoting the services and products of a 
 company to friends and relatives

“Reputation” has many faces
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Effective HR practices can produce 
initiatives that increase employees’ 
motivation to drive corporate 
reputation when interacting with 
external stakeholders, such as 
customers. Those who identify 
strongly with their organisation are 
more likely to engage in behaviour 
that supports it, defending its 
ethical reputation and acting in its 
best interests.

For example, there is evidence 
suggesting corporate reputation in the 
form of ethical and social responsibility 
can influence consumers’ buying 
decisions. Specifically, when making 
buying choices, customers may take 
into account perceived food quality, 
human rights and environmental issues 
along with price and convenience. 13

Similarly, there is evidence from the 
recruitment experience of graduates 
using reputation as a criterion for 
choosing their future employer. For 
example, when recruiting an Asset 
Manager, one financial services 
company found four out of five 
graduates took reputation into account. 
They were prepared to choose a 
smaller asset management company 
with a good track record of corporate 
socially-responsible investing, rather 
than the bigger firms offering higher 
salaries, but with question marks over 
their ethical performance. 

The employee champion role helps 
build and defend corporate reputation 
through focusing on management 
practices, employee competencies, 
and promoting innovation. In all three 
areas, HR often has something useful 
to contribute. For example, as 
previously mentioned, an understanding 
of how to tap into employee motivation 
can directly lead to increasing 
employee willingness to support the 
ethical agenda. 

This may involve addressing a wide 
range of concerns, including fair pay, 
adequate benefits, a harassment-free 
workplace, safety and job satisfaction. 
Through all these runs an unavoidable 
ethical perspective. HR can use this to 
guide the organisation in building its 
reputation as a good place in which to 
work where, for example, integrity and 
fairness permeate the culture. 
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Does performance management have 
an ethical dimension?

If you are involved in this kind of 
work, you soon discover its ability 
to do good or harm. A line manager 
who conducts faulty or biased 
appraisals can fundamentally 
damage someone’s life. This 
may partly explain why so many 
managers dislike and studiously 
avoid doing appraisals.

Or the damage may stem from 
more broad decisions, such as 
ones affecting whole teams and 
occasionally the entire organisation. 
These include unreasonably changing 
performance targets, treating one 
group of people differently or unfairly 
compared to another group.

Apart from the long-standing 
resistance of line managers to make 
performance management work, 
many in HR retain doubts about their 
ethical responsibilities, which is often 
to ask awkward questions rather than 
just supply answers. As one observer 
puts it:

“As at most companies, the eyes of 
our HR people glazed over whenever 
we used the word ethics. We are a 
small company, so we don’t have 
somebody who is an ethics officer 
per se, so it fell to the board to raise 
these questions. Some claim it’s 
beyond their remit.” 14

PERFORMANCE 5/6

Yet ethics pervades HR, and this 
particularly applies to performance 
management, whether it’s how 
people are promoted, rewarded, 
hired, fired, and laid off, given 
feedback or the whole communication 
process. The ability though to offer 
an important ethical dimension to 
the entire landscape of performance 
management depends first on 
accepting there is a responsibility 
to do so.

Performance reviews or 
appraisals seldom contain any 
reference to ethics, or what it 
means to run a responsible 
business. In one national 
survey, only 43% of human 
resource professionals said 
their organisations included 
ethical conduct as part of 
employees’ performance 
appraisals. Once again one 
might ask - where is HR when 
it matters? 15
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One purpose of performance management is to establish a culture - the kind 
where individuals and groups take responsibility for continuous improvement 
of business processes, personal skills, behaviour and contributions. Taking 
a holistic view, HR can apply an ethical dimension in various specific ways to 
performance management:

Contrary to much current practice, and 
despite the scepticism of some HR 
professionals, ethics should become the 
cornerstone of performance evaluation.  
By raising the ethical dimension, HR 
is neither being “holier than thou” nor 
unduly obsessed with ethical concerns. 
Instead, it can offer valuable insights to 
the entire performance management 
process. For example, one of them 
is ensuring managers do not merely 
extract more from people without being 
also concerned with how this works 
in practice. 

In this context HR has a responsibility 
to ensure performance management 
is fair and properly integrated in the 
organisation’s culture.  For example, 
making sure it provides an honest 
assessment of performance, that there 
is a definite plan to affect behaviour and 
a way to mutually develop realistic plans 
for improvement or development. 
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Ethical Training

Performance management is full 
of ethical traps for the unwary, and 
the whole use of appraisals has 
been so unsatisfactory that some 
organisations are abandoning 
them altogether.16

Even so, performance management 
must occur in some form and the whole 
area of rewards, punishments and 
threats raises tricky ethical issues 
about how they are used and their 
impact on individuals. For instance, 
an appraiser should not be able to 
reward and employee that he or she 
likes more than another when the other 
is more qualified. 

Similarly, it will probably be up to HR to 
ensure the performance management 
process rests on firm ethical grounds by 
how it works in practice. For example 
is it fair, whether the forms used are 
appropriate, if ratings and administrative 
techniques are standardised to affect 
people equally. For instance, GE 
adopted the principle, to keep raising 
standards it should remove the lowest 
10% performers every year. Not only 
has research on this approach proved 
it be ineffective, it is also highly 
questionable on ethical grounds.17

HR acts in an ethical capacity when 

it insists performance appraisers are 
trained so they can improve their rating 
performance and become aware 
of the dangers of making unethical 
errors during the appraisal. And what 
happens to the results of appraisals 
has its own set of ethical issues. For 
example, keeping such information 
away from employees is unethical, 
as would be leaking the feedback to 
people who do not need to know 
the information.

There are many more tough questions 
HR should be asking, including about 
its own practice and what is happening 
within the organisation to judge and 
manage performance. The process 
remains a key tool for ensuring staff 
follow policies by rewarding good 
behaviour and punishing poor. 
Performance management is therefore 
a vital way leaders can embed the 
culture of good business ethics. 

25
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Her decision confirmed the harsh 
reality underpinning the now 
expanded agenda of HR ethical 
responsibility. 

Earlier at the Public Accounts 
Committee, presiding over corporate 
fraud and cronyism, she was accused 
of “presiding over corporate fraud 
and cronyism” for her role in agreeing 
six figure severance deals to top 
executives in the corporation. 18

As we have seen, no one in business, 
including HR, is immune to ethical 
concerns. Almost daily, pressures 
increase on businesses to behave 
ethically and be seen to do so. Like a 
stone thrown into a placid pond, the 
ethical ripples and their implications for 
HR keep expanding. When it comes 
to business practices HR is right in the 
firing line. 

What has changed in recent years 
is there is no part of a business from 
which HR can hide. The absence of 
no-go areas means HR professionals 
should be and often are asking probing 
questions about ethical behaviour. This 
expanded responsibility comes into 
sharper focus with concerns about HR’s 
own practices. 

There have been disturbing cases 
where HR has been silent on the 
use of child labour,19 reneging on 
pension arrangements,20 the one-sided 
imposition of longer working hours, 

significant increases in work stress 
and the use of dubious hiring and 
firing practices. 

The final verdict on the BBC 
redundancy payments scandal is likely 
to be, in the words of the new Director 
General, Tony Hall, as Head of HR, 
Adams was at least party to allowing the 
BBC to “lose its way”. As he went on to 
say, the many lavish termination deals 
struck were “not done in accordance 
with best practice.” 21

Supply chains are yet another aspect 
of current business practice where 
once HR could perhaps have pleaded 
either ignorance or no strong remit. No 
longer. Reputation-shredding behaviour 
ranging from melamine-tainted milk to 
unsafe working conditions at factories 
used by outsourcers like Apple in China 
– have cost multinational brands billions 
in actual sales and even longer-term 
image destruction. Increasingly one can 
legitimately ask about these situations: 
“where was HR when it 
was needed?”

As many HR Directors don’t have to 
justify their involvement in this area 
since they already own the remit to 
manage public relations and external 
communications, it is therefore hard 
to understand why so many fail to 
become more involved in managing the 
company’s reputation and play a bigger 
role in driving good practice.

BUSINESS PRACTICES 6/6

In late 
August 

2013, Lucy 
Adams, 

the BBC’s 
Head of HR 

resigned 
without a

pay-off. 
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A survey of 747 human resource professionals by the Society for Human 
Resource Management (1998) found that 54% of the human resource 
professionals had observed conduct in the workplace that violated the 
law or the ethical standards of the professionals organisation. 22

Consequently almost every business 
practice, regardless of its scope or 
specialism, now has a potentially 
ethical dimension. 

Once perhaps on the periphery, HR 
now has considerable scope to probe, 
challenge, provide ethics information, 
offer advice, educate and lead. Nor 
is the role confined to detailed and 
bureaucratic processes. It is just 
as often about corporate strategy, 
including the choice of key aims and 
how these will be achieved. 

Not only do many of these overlap and connect with each other, they are often contentious, complex and 
ambiguous. For example, HR practitioners can add an important and frequently much needed ethical dimension 
to employment practices. These may encompass redundancy, creating a safe working environment, and the 
active prevention of bullying and harassment. 

INCREASED WORK STRESS

EMPLOYMENT

M&A

SUSTAINABILITY

SURVEILLANCE & CONTROL

DISCRIMINATION

ETHICAL BEHAVIOURS

BULLYING & HARASSMENT

PROMOTIONS

HONESTY

LOYALTY

RESPECT

TRUSTWORTHINESS

FAIRNESS

REDUNDANCY

SAFE WORKING ENVIRONMENT

WORK LIFE BALANCE

CHILD LABOUR

OFFSHORING

OUTSTANDING

LEGAL REQUIREMENTS

PAY & BENEFITS

EQUAL OPPORTUNITIES/ACCESS

DUBIOUS HIRE & FIRE

EMPLOYEE PERCEPTIONS

PENSION ARRANGEMENTS

PROMOTIONS

FAVOURITISM

ZERO HOURS

RENEGING ON

INADEQUATE

In smaller organisations, the expanding 
HR ethical role often arises because 
no one else in the organisation comes 
forward to focus specifically on what it 
means to run a responsible business. 
Equally, it is happening because HR 
professionals are potentially well-
equipped to focus people’s attention 
on business practices and “the way we 
do business”.

Typical practices where HR can 
highlight and lead on the ethical 
dimension include employment, 
redundancy, mergers and acquisitions, 
sustainability, privacy, and general 
ethical behaviours:
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M&A

Mergers and acquisitions are yet 
another area of vulnerable business 
practice where irresponsible 
behaviour may occur. 

Once this seemed strictly a business 
matter and almost a no-go area for 
HR professionals. There appeared 
almost no scope for HR to query what 
were usually framed in purely financial 
and commercial terms. Now the new 
ethics agenda includes concern for 
reputation, integrity, trustworthiness and 
fair dealing.

So many M&A’s have failed to 
deliver sustained business benefits 
and caused consequent damage 
to corporate reputations, it has 
transformed the business landscape. 
Again, HR is particularly well-placed 
to ask probing questions and seek 
answers about the ethical nature of 
the M&A process. For instance, recent 
research suggests the actual success 
of an M&A may actually turn on how 
far employees feel the approach is an 
ethical one. 23

It is no longer possible to retreat behind 
the moat that many questionable M&A 
practices are simply outside HR’s remit. 
Today, as elsewhere in the ethical 
landscape, there is no hiding place. 
Almost anything potentially able to 
damage the organisation’s reputation 
for integrity, trustworthiness and fair 
dealing, including M&A activity, is now a 
legitimate HR concern. 

For example, disappointments 
arising from M&A seldom arise from 
inadequate financial arrangements, 
clashes of technology, or because it’s 
the wrong deal. They are far more likely 
to occur because of the inept handling 
of the people issues, in some cases 
involving decisions of a dubious 
ethical nature. 24

HR and Questionable  
Ethical M&A Practices

• Prettying Up 
 Using creative accounting  
 policies to improve the track  
	 record	of	a	firm

• High Growth Illusion
 Aggressive acquisition 
 strategy to provide the 
 appearance of high 
 growth, when the 
 companies acquired are 
 mature and growing slowly 

• Friendly Leveraged 
 Proposal
 Approving, without much 
 analysis or discussion, a 
 leveraged buyout at a 
 relatively low price when 
 some directors are friends 
	 or	affiliates	of	the	proposer	

• Financial Blackmail
 Refusing to provide 
	 acquisition	financing	for	a 
 deal unless source of 
	 financing	takes	lead	role	in 
 some aspect of the deal 

• Hoarding Information 
 Intentionally failing to 
	 disclose	key	financial	data	

• Delaying Tactics 
 Prolonging the process of 
 providing information to 
 mislead buyers
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For example, the increasing use 
of Human Resource Management 
Information Systems (HRMI) set out to 
control how people are managed. 

Yet they can also introduce a diverse 
range of ethical management risks. 

With HR and payroll functions 
closely linked, changes in one can 
readily create issues in the other. HR 
professional may need to give greater 
attention to ensuring adequate controls 
exist to safeguard the privacy, integrity 
and security of employee information. 
Previously this might have been 
safely relegated to the IT techies, who 
understood the territory rather better. 

Now HR professionals who fail to take a 
direct interest in the system implications 
could find themselves missing 
important ethical concerns arising from 
them.10  The main Ethical responsibility 
concerns risk assessment.

The sort of probing HR questions, 
driven by an ethical concern to 
promote responsible business, can 
be wide ranging, as the contents of 
the above box implies. For example, 
HR professionals may need to pose 
questions such as:

• Are employee details correctly entered or maintained? - if not it could lead to wrong 
 payments, or perhaps unapproved changes to the allocation of roles and delegations.
• Could unauthorised people have access to view and maintain sensitive HR and 
 payroll data - if so it could compromise the confidentiality of personnel records and 
 may also result in leading to processing fraudulent payroll payments.
• Is access to add an employee restricted to appropriate individuals and segregated 
 from payroll maintenance? - if not it could lead to false payments or loss of data 
 integrity and privacy.

In this burgeoning area of ethical concerns, HR has a most definite role to 
play and indeed its own practices may be part of the problem, not just part of 
the solution. 

Privacy
Surveillance & Control

The HR Risk Agenda

HR professionals increasingly 
need to take an interest in, 
and be able to comment on: 

• Financial Risk that impacts 
	 on	the	financial	position	of 
 the company

• Compliance and reporting 
 risk where the risk is a 
 breach in legislative or 
 regulatory requirements

• Fraud risk where intentional 
 deception could be made 
 for personal gain, to 
 damage another individual 
 or the company as a whole

• Protection of information risk 
 where personal information 
 about individuals could be 
 disclosed without the 
 consent of the individual  
 or that information is not 
 adequately protected.
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Ethical Behaviours

Finally, HR is invariably involved in 
promoting general ethical behaviours 
throughout the organisation. 

These include the five behaviours 
honesty, loyalty, respect, trustworthiness 
and fairness. Naturally this is not an 
exclusive HR role, which it shares with 
all management and leaders in the 
organisation.

However, HR is often expected to take 
the lead in pursuing such behaviour, 
which can be promoted at both 
the macro level across the entire 
organisation in a strategic way, or at the 
more intense individual level. 

What has changed in recent years is 
greater awareness by senior leaders 
that these five specific behaviours have 
ethical implications which can materially 
affect business outcomes, whether 
expressed as customer satisfaction, as 
competitive advantage or ultimately as 
bottom line profitability.

Similarly, it was possible some years 
back to wonder “what has HR to do 
with sustainability?” 

Since then, the name of the game has 
definitely changed. The prime focus 
and skills of HR professionals include 
understanding organisational process, 
change management and culture 
Guardianship. These alone justify the 
assertion that HR is often now critical 
to achieving success in building a 
sustainability-driven organisation.

Sustainability



31

INSPIRE GREATER IMPACT
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Diverse and chaotic though the 
emerging ethical agenda for HR 
may be, it is significant for
several reasons. 

First, while the ethical territory is still 
emerging, HR’s role is unavoidably 
both widening and deepening. 
Practitioners cannot afford to ignore 
the implications. In effect there is now 
no hiding place.

Secondly, there exists potential 
to create new, more explicit and 
understandable ethical standards.
In turn, these can help HRD become 
a yet more established profession 
through its specialist expertise.

Thirdly, the new agenda offers 
many interesting opportunities for 
HRD professionals to leverage their 
influence, both with employees and 
across the organisation as a whole, 
particularly at the highest levels.

Fourthly, this is territory where HRD 
professionals can enjoy a sense of 
pride and inspiration. The ethical 
agenda is so clearly important to 
the health of their organisations, and 
through it HR can also make a real 
difference to actual employees. 

SUMMING UP

Finally, from surveying the territory 
it is apparent that there is virtually 
nowhere within the business 
operations where HR does not have 
a potential ethical responsibility. It 
may be debatable just how wide or 
deep this responsibility is in each 
organisation, but from our mapping 
exercise it is clear there is no hiding 
place for HR professionals. 

We conclude pressure on HR to pay 
closer attention to ethical business 
concerns is more likely to grow than 
lessen. Effectiveness will be about 
balancing the desirable with the 
possible, expanding the boundaries 
while winning popular support 
throughout the enterprise.

For the future, we also predict two 
kinds of scenarios:

1)  HR is unlikely to be able to build 
     an ethical environment which 
     satisfies tidy minds - that is, the 
     ethical agenda is messy and in a 
     constant state of flux.

2)  Getting to an ethical culture will 
     not be a smooth process, with 
     plenty of squalls ahead - the exact 
     role of HR will depend partly on 
     how far its professionals 
     understand and commit to tackling 
     the agenda.



This White Paper makes the case that HR has 
a seemingly ever-expanding role in promoting 
ethical behaviour throughout organisations - 
in effect it faces a new ethical agenda.

With varying degrees of success, 
in the last two decades the HR 
function has undergone a series 
of transformations and the days 
of the HR generalist are over. It is 
now vital for HR professionals to 
focus on what will make the most 
impact, both personally and across 
their organisations.25

The perception that “some 
traditional HR professionals lack 
the deep understanding of business 
and financial issues that CEOs 
increasingly want” 26, suggests 
it is particularly important for HR 
practitioners to invest in honing 
how they come across and 
communicate the important ethical 
case, expressing it in ways that 
influence and build credibility. 

While the new ethical agenda may 
not yet be on every HR department’s 
radar, the evidence suggests it will be, 
sooner rather than later.  This is partly 
because CEOs and senior leaders 
everywhere are increasingly having 
to wrestle with the issue and naturally 
want expert help. 

But the evidence suggests the 
majority of organisations believe they 
do not have the required level of HR 
capabilities in critical areas, and there 
needs to be a dramatic increase in 
skills to influence the workforce and 
effect change for the future.27  

Of the various skill gaps to be filled, 
one of the most important, in our view, 
is the ability to communicate with 
impact. That is to be able to explain 
the complexities of ethics within 
business, so employees, managers 
and leaders come to see the issues
as “real” and their HR professionals
as strong partners in tackling this 
ever-expanding agenda.

STRATEGIC
FOCUS
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EXPERTISE

REPUTATIONS

BUSINESS 
PRACTICES

PERFORMANCE

ROLE OF HR
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Understanding of the ethical dimension and its implications for 
affecting business results

Techniques to involve stakeholders and create an effective dialogue 
about core ethical issues

Ability to make an impact when talking about and raising the profile 
of ethics, particularly in the corridors of power

A personal and frequently expressed commitment to core values 

Courage to speak up about and address ethical issues when others 
may be silent

Ability to build partnerships and networking to support the 
organisation’s ethical development 

Readiness to promote the development of the organisation’s ethical 
programme

7 Ethical Skills HR Professionals Need

About The Author 

Andrew Leigh is a founding director of Maynard Leigh Associates, a Fellow of 
the CIPD and author of Ethical Leadership: Creating and Sustaining an Ethical 
Business Culture, published by Kogan Page, October 2013.
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We aim to Inspire Greater Impact

In the challenging area of business ethics we have numerous tools, 
techniques and methods which can help individuals improve their impact in 
this difficult area of company activity. 

In particular, we can assist with:
• Identifying and developing core values
• Communicating leadership tone
• Confidence to talk about ethics and a responsible business
• Refining the moral compass 
• Generating ethical engagement 
• Supporting employee voice
• Strengthening HR Teams and their ethical role

Our Services:

Our new book on Ethical Leadership: Creating and Sustaining and Ethical 
Business Culture (Kogan Page 2013) charts a path leaders can follow in seeking 
to create a responsible business.

HOW MAYNARD LEIGH 
CAN HELP

LEADERSHIP
DEVELOPMENT

TEAM
DEVELOPMENT

PRESENTATION &
COMMUNICATION

SKILLS
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