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Abstract

An ethics and compliance program may impact employee role identity, hence
influencing the psychology of the said organization. Ethics and compliance
programs can be implemented differently by top managers. As stipulated,
different orientations of compliance programs have different outcomes when
it comes to employee responses. If an ethics and compliance program pro-
motes a sense of shared responsibility and seems to suggest that it exists for
the purpose of aiding employees to complete their tasks effectively, it can give
the notion that the employees are supported by the organization. By promot-
ing the idea of shared values within an organization, compliance, and ethical
programs craft the expectations and norms within the said organization
(Weaver & Trevifio, 1999: p. 319). According to theorists of social identity, it
is these expectations that give employees a picture of the role they are ex-
pected to play within the organization. Apart from the role employees learn
they are expected to play in an organization, interactions with others give
them a sense of identity. Interactions with others within the organization as
stipulated in ethics and compliance program do not just serve to point out
what is expected of people within the organization, but also contributes to the
sense of self employees have. Within organizations, values exist, most of
which are centered around profit-making and the identity of people as prof-
it-making managers. However, for an organization with a well-developed
compliance program in place, there will be social interactions which will help
define the expectation of each employee and will help them aspire to a set of
common values throughout the organization (Weaver & Trevifio, 1999: p.
319). Therefore, the purpose of having shared values among the employees is
to create role identities for employees within the organization. Compliance
programs that take this approach aim at increasing salience of employees’
ethical identities. In such an organization, even if one employee has a sense of
self that values high commitment to ethics, a focus on the values of the or-
ganization will help increase salience (Weaver & Trevifio, 1999: p. 320).
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Therefore, this proves that indeed ethics and compliance programs do have
an influence on employee behavior, attitudes, values, and identities, hence in-
fluencing organizational psychology.
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1. Introduction (Review of Compliance Programs)

When it comes to business compliance, the realities surrounding it can be over-
whelming at times. Getting to fully comprehend all the applicable laws and reg-
ulations within an organization is a complex and time-consuming task. Corpo-
rate compliance programs are put in place within an organization to help people
with the process (Deloitte, 2015). Corporate compliance programs are basically
the set of internal policies and procedures applied by an organization to ensure
that it complies with laws and regulations of the country while also upholding its
reputation to its customers. Such programs are integral to organizations, and it
is not uncommon for multinational organizations to spend millions on com-
pliance. There are certain factors that make an organization’s compliance pro-
grams better performing than those of others (Deloitte, 2015). According to De-

loitte, an excellent compliance program has five key elements.

2. Elements of Effective Compliance Programs

2.1. Tone at the Top

The first element is the tone at the top. The top managers and officials set the
tone for an organization. They should not just focus on giving instructions and
providing verbal guidance to their subordinates. To ensure a compliance pro-
gram is effective, top managers need to invest resources and time to educate
themselves that others on the importance of these compliance programs and
how they would benefit the organization (Deloitte, 2015). Furthermore, they
should ensure that those in charge of dealing with such programs have enough

resources to make their work easier.

2.2. Corporate Culture

The second factor that plays a huge role in determining how effective a com-
pliance program is within an organization is its corporate culture (Deloitte,
2015). A corporate culture built on integral goes a long way in ensuring com-
pliance programs are effective. If an organization’s culture is built around inte-
grity, it is impossible for the employees to develop a negative attitude towards
compliance programs. However, for one, without such a culture, compliance
programs may be viewed as restrictive and may not be as effective (Deloitte,
2015).
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2.3. Risk Assessment

The risk assessment also determines how compliance programs turn out in
organizations. It is imperative to look at the risks facing an organization while
looking at the organization as a whole. It is through such assessments that top
managers can determine the most significant risks and identify how they can
be mitigated (Deloitte, 2015). Risk identification is what provides the basis for
the kind of actions an organization needs to take. It is also critical to have a
person in charge of overseeing such compliance programs. The individual will
be tasked with ensuring compliance is observed and identifying potential risks
to an organization’s reputation and how they can be mitigated (Deloitte, 2015).
Having a skilled head will allow organizations to have effective compliance
programs.

A compliance program can be effective for a long time if testing and moni-
toring are observed. The process starts with putting control measures in place
and testing them regularly to ensure that they are still effective (Deloitte, 2015).
Most organizations, particularly highly regulated industries like the healthcare
industry, spend millions of dollars annually to ensure their compliance pro-
grams are effective. The purpose of compliance programs is to ensure that or-
ganizations eliminate ethical failures and the legal processes that come with such
(Deloitte, 2015). Most organizations may have the misconception that com-
pliance programs in place automatically change the performance and behavior
of their employee. Companies strive to make their compliance programs as ef-
fective as possible to ensure ethical behavior is observed (Deloitte, 2015). Com-
pliance programs have a huge impact on organizational psychology as they in-
fluence employee identity, values, perception of the organization, and if properly
implemented, compliance programs define the expectation of an organization,

thus changing people’s perception of their roles.

3. Nature of Compliance Programs

Compliance programs change from one company to another, depending on the
industry it operates within. The nature of training and codes that come with
compliance programs are different for organizations. It is critical for managers
to understand that the design of programs affects compliance within organiza-
tions (Busse and Doganer, 2018: p. 335). Most existing corporate organizations
do not always abide by the laws of the nation they operate in, as evidenced by the
numerous shameful scandals witnessed in even multinational organizations.
Organizations like Siemens have been caught bribing officials, and others like
Wal-Mart have been caught bribing officials to expand their operations (Busse
and Doganer, 2018: p. 335). The two organizations are not the only ones in-
volved in scandals; the list of the companies involved in such scandals is endless,
stressing the need for compliance. Organizations in the US with compliance
programs continue to increase, with the aim of curbing corruption and miscon-

duct in organizations as corruption continues to be a concern in many organiza-

DOI: 10.4236/psych.2020.1112118

1864 Psychology


https://doi.org/10.4236/psych.2020.1112118

V. Deciu

tions. The introduction of compliance programs changes the operations of many
organizations (Busse and Doganer, 2018: p. 335). It also changes the employees’
perception of ethical regulations and laws (Busse and Doganer, 2018: p. 336).
Within an organization, there is no doubt that establishing codes and ensuring

employees are committed to them is a major form of organizational change.

3.1. Compliance Programs in Organizations

Compliance programs involve training and codes, which change employees’ be-
haviors and understanding of the law. However, there is no doubt that em-
ployees could react negatively to changes, as this often happens during major
organizational changes (Kral, 2020). They may perceive a change in their work
and routines as too risky. Since compliance programs are aimed at influencing
change, they may face similar issues (Kral, 2020). Managers should, therefore,
take into consideration these challenges as they plan to put such programs. Small
and medium businesses are perhaps the least prepared in such situations as they
tend to underestimate compliance issues and can be unprepared in such situa-
tions (Kral, 2020). Scandals in organizations like Wells Fargo come even after
such organizations spend millions of dollars on compliance issues. Organiza-
tions spend resources on training programs, hotlines, and other systems meant
to deal with the violation of laws. In organizations that are heavily regulated like
accounting firms, the money spent on such regulations can be up to hundreds of
millions of dollars (Kral, 2020). However, these costs do not always factor in
every cost as employees lose hundreds of hours in training. Organizations risk
spending thousands on compliance without yielding any substantial results,
making it critical to ensure compliance programs are efficient (Kral, 2020). It
becomes important for organizations to ensure they question whether these
programs put in place serve to waste resources, or they are indeed helpful to the
organization. In most cases, it boils down to the organizational culture and un-
derstanding of how to best improve regulatory programs (Chen and Soltas,
2018). Organizations should look beyond the organizational walls to fully un-
derstand how to best deal with compliance issues. This involves looking at in-
dustry-wide developments and assessing how competitors react to certain issues.
It is also critical for organizations to ensure that every employee understands his
or her role in implementing the compliance program. It is also critical to define
the reason behind the compliance programs to ensure that the employees under-
stand (Chen and Soltas, 2018). It is also important for heads of organizations to
look at the feedback of the employees after they are educated. A corporate com-
pliance program is essential in avoiding scandals, making it instrumental in pro-
tecting an organization’s reputation (Chen and Soltas, 2018). It is hence essential

for organizations to ensure their compliance programs are efficient.

3.2. Compliance Programs on Employee Behavior

As previously stated, the orientation of ethics and compliance programs vary in
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nature and orientation. The US Sentencing Commission has put pressure on or-
ganizations to have such programs in place. According to the body, organiza-
tions that do not have such programs in place face the risk of being heavily fined
in case they engage in fraudulent or illegal activities (Weaver & Trevifio, 1999: p.
315). Many organizations in the US put in place these programs to comply with
the government’s directives. However, others already had these programs in
place prior to the sentencing guidelines were put in place. Looking at the history
of compliance programs, it becomes evident that ethics and compliance pro-
grams tend to stress values, responsibility, and accountability among employees
of organizations. According to Paine (1994), programs that stress responsibility,
guidance, and counseling tend to be more effective than those that stress rule
compliance (Weaver & Trevifio, 1999: p. 315). Rule compliance programs are, in
most cases, heavily influenced by how well the executives are familiar with the
guidelines of the United States Sentencing Commission as well as the manage-
ment’s commitment to ethical conduct within the organization (Weaver & Tre-
viflo, 1999: p. 315). A survey-based study by Trevino, Weaver, Gibson, and
Toffler revealed that most compliance programs are likely to be created to satisfy
the expectation of external stakeholders. According to them, such programs are
likely to only serve the purpose of protecting the reputation of top managers in
case of a scandal rather than complying with the law or ensuring organizational
operations are ethical. Regardless of the type of orientation put in place, it is
important to note that the purpose of such programs is usually to bring some
degree of predictability within an organization, and most importantly, to bring
order (Weaver & Trevifio, 1999: p. 316). These ethics programs are basically con-
trolled programs within organizations. Their purpose is to ensure employee beha-

vior is predictable, and their behavior corresponds to certain organizational goals.

3.3. Compliance Programs and Organizational Culture

Control and compliance programs continue to attract the attention of scholars
analyzing the impacts of the same on organizational psychology and culture.
Contol and compliance programs possess many dimensions, and analysis can be
performed from any of the dimensions (Weaver & Trevifio, 1999: p. 315). While
these programs are known for their ability to bring order within an organization,
it is important to question whether they bring order by enforcing behavioral
compliance or by ensuring employees identify with and stay committed to orga-
nizational values. Compliance programs are often viewed as necessary to ensure
employee behavior conforms with what the organization requires (Weaver &
Trevifio, 1999: p. 317). This is, at times, done coercively. However, organizations
can also choose to bring conformity by ensuring their employees identify with
their goals and values and identify with them. For the former to work, organiza-
tions also need to ensure they are familiar with the goals and needs of their em-
ployees for it to work (Weaver & Trevifio, 1999: p. 317). The two can be judged

by how compliance programs are enforced, and the approach managers use to
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get the attention of their employees (Weaver & Trevifio, 1999: p. 317). Com-
pliance programs typically focus on punishment when rules are not observed.
Such programs are focused on rule compliance solely, and non-compliance leads
to punishment. Ethical programs, on the other hand, focus on ensuring em-
ployees are committed to an organization’s ethical ideologies and that their val-
ues embody those of the organization in question (Weaver & Trevifio, 1999: p.
317). In that sense, one is focused on value orientation and the other on com-
pliance orientation. An example of a compliance orientated program is a con-
struction company having its ethical conduct phrased in terms of legal com-
pliance (Weaver & Trevifio, 1999: p. 317). In such a case, the compliance pro-
gram involved an attorney, and the employees are likely to be taught the rules
they are required to comply with, and such an organization is likely to also stress
the consequences of not complying with these regulations. In contrast, an ethics
program in a healthcare facility is likely to involve the Human Resources man-
ager, the marketing department, and the operations department (Weaver & Tre-
vino, 1999: p. 318). It is likely to involve the promotion of values like responsi-
bility, respect, and integrity. Such programs may not focus on promoting stipu-
lated ideals with punishment. Rather, such a program will simply promote the
ideals to the employees and highlight how the ideals are likely to benefit the or-
ganization and the employees (Weaver & Trevifio, 1999: p. 318). The ideals can
be articulated and affirmed by the organizational leaders formally or informally.
The type of orientation employed by an organization, therefore, will have an

impact on the psychology of the organization in question.

4. Using the Organizational Psychology

Organizational or occupational psychology is a field of psychology that looks at
the behavior of human beings within an organization zeroing in on why people
like or dislike their jobs. The field focuses on deriving the organizational, indi-
vidual, and departmental principles and assessing how this knowledge can be in-
strumental in providing a solution to an organizational problem (O’Connel, 2020).
Organizational psychology revolves around gaining knowledge on the behavior
of employees and the organization at large. The understanding and knowledge
require an in-depth understanding of the organization’s development, human
factors, human resources, and decision theory. Compliance programs have been
shown to have an impact on the behavior of the stakeholders of an organization,
depending on the approach embraced by the top managers (O’Connel, 2020).
Compliance programs, according to Pain, are effective in generating conformity
from employees. However, she points out that they do very little to generate a
commitment to organizational values. She believes that this happens because
compliance programs are associated with the minimalist attitude, where em-
ployees are focused on not getting caught rather than conforming to the values
of the organization (Weaver & Trevifio, 1999: p. 318). How do compliance pro-

grams affect the ethics of organizations? How do they influence the employee’s
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views of the organization? It is critical to look at how compliance programs
change organizational psychology by assessing the behavior of the stakeholders.
Since compliance programs encompass everything from whistleblowing systems
to established codes of conduct for the employees, there is no doubt that they
impact organizational psychology to a great extent (Weaver & Treviiio, 1999: p.
318). Compliance programs involve behavioral controls to ensure that the values
of the organization are in sync with employee behavior. Corporate compliance
programs and systems have the potential to change and influence employee be-
havior within an organization, hence affecting organizational psychology as a
whole (Weaver & Trevifio, 1999: p. 319). It makes sense to stipulate that the key
functions of compliance programs are to identify non-compliance, correct it,
and to prevent a recurrence of the same within the organization (Weaver & Tre-
vifio, 1999: p. 319). This, however, is only true for properly designed programs
(Parker & Nielsen, 2008: p. 3). Such programs influence organizational behavior
positively, while ineffective programs can have adverse implications when it

comes to organizational psychology.

4.1. Organizational Psychology, Culture,
and Compliance Programs

There is definitely more research on how organizational culture affects the per-
formance of compliance programs than there is on how compliance programs
impact organizational culture and behavior. It is obvious that those organiza-
tions with organizational cultures that encourage compliance are more likely to
have effective compliance programs. Programs are believed to influence organi-
zational practices positively. However, since change is only possible if the em-
ployees are willing to accept the change, it is important to assess how the various
types impact behavior to identify the kind of compliance programs that have a
positive impact on employee psychology. A 2002 study by Simpson assessed the
factors that affect employees’ intentions to commit a crime within an organiza-
tion (Parker & Nielsen, 2008: p. 5). She used a sample of MBA students and
managers in her study. Her study indicated that the variables that measure au-
thority structures and internal compliance were shown to have more impact on
decision making when it comes to corporate crimes than any other existing va-
riables (Parker & Nielsen, 2008: p. 5). The other variables she looked at include
legal sanctions, pressure, and firm benefits. Furthermore, data from the study
indicated that the structure of compliance programs did not have as much im-
pact on the conduct of employees as the operation. Looking at how compliance
programs impact the observance of regulations and laws, Potoski and Prakash in
their 2005 study indicated that voluntary implementation of compliance pro-
grams do lead to better environmental compliance and the observance of clean
air regulations (Parker & Nielsen, 2008: p. 6). This study vindicates the findings
of a 2000 study by Dasgupta, Hettige, and Wheeler that stipulated that organiza-

tions with compliance programs in place have superior environmental com-
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pliance. Another study by Kagan, Gunningham, and Thornton conducted in
2003 showed that managers’ attitudes towards environmental issues could be
impacted positively by compliance programs. The study indicated that cush
programs encouraged compliance or over-compliance to regulations within or-
ganizations (Parker & Nielsen, 2008: p. 6). The implementation of compliance
programs has an impact on how managers manage various activities throughout
the organization and the decisions made to encourage actual compliance (Parker
& Nielsen, 2008: p. 6). Therefore, compliance programs do have an influence on
organizational compliance by influencing compliance management in practice

by influencing the decisions made by management.

4.2. Compliance Programs in Organizations

Compliance programs involve training and codes, which change employees’ be-
haviors and understanding of the law. However, there is no doubt that em-
ployees could react negatively to changes, as this often happens during major
organizational changes (Kral, 2020). They may perceive a change in their work
and routines as too risky. Since compliance programs are aimed at influencing
change, they may face similar issues (Kral, 2020). Managers should, therefore,
take into consideration these challenges as they plan to put such programs. Small
and medium businesses are perhaps the least prepared in such situations as they
tend to underestimate compliance issues and can be unprepared in such situa-
tions (Kral, 2020). Scandals in organizations like Wells Fargo come even after
such organizations spend millions of dollars on compliance issues. Organiza-
tions spend resources on training programs, hotlines, and other systems meant
to deal with the violation of laws. In organizations that are heavily regulated like
accounting firms, the money spent on such regulations can be up to hundreds of
millions of dollars (Kral, 2020). However, these costs do not always factor in
every cost as employees lose hundreds of hours in training. Organizations risk
spending thousands on compliance without yielding any substantial results,
making it critical to ensure compliance programs are efficient (Kral, 2020). It
becomes important for organizations to ensure they question whether these
programs put in place serve to waste resources, or they are indeed helpful to the
organization. In most cases, it boils down to the organizational culture and un-
derstanding of how to best improve regulatory programs (Chen and Soltas,
2018). Organizations should look beyond the organizational walls to fully un-
derstand how to best deal with compliance issues. This involves looking at in-
dustry-wide developments and assessing how competitors react to certain issues.
It is also critical for organizations to ensure that every employee understands his
or her role in implementing the compliance program. It is also critical to define
the reason behind the compliance programs to ensure that the employees under-
stand (Chen and Soltas, 2018). It is also important for heads of organizations to
look at the feedback of the employees after they are educated. A corporate com-

pliance program is essential in avoiding scandals, making it instrumental in pro-
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tecting an organization’s reputation (Chen and Soltas, 2018). It is hence essential

for organizations to ensure their compliance programs are efficient.

5. Corporate Compliance on Organizational Psychology

Compliance practitioners and regulators may invoke the whole idea of the cor-
porate culture to argue that it is the concept of compliance culture that influ-
ences compliance, not compliance programs. However, Hoogervorst, van der
Flier, & Koopman, in their 2004 paper, argue that the concept of corporate cul-
ture is in itself a multifaceted concept (Parker & Nielsen, 2008: p. 7). Organiza-
tional culture is usually used to refer to the shared beliefs, interpretations, and
meanings within an organization (Parker & Nielsen, 2008: p. 7). It can also be
used to refer to the implementation of corporate compliance programs and
practices within an organization. Therefore, compliance culture can be used to
mean that organizations are not only required to have compliance systems and
programs, but they should also ensure that the compliance systems and pro-
grams in place are implemented in the organization’s everyday practices (Parker
& Nielsen, 2008: p. 8). Valerie Braithwaite, in a 2003 study, shows that people’s
values and motivational postures toward compliance with regulators tend to be
distinct with their behaviors and compliance actions (Parker & Nielsen, 2008: p.
8). This is to say, within an organization, the behavior of people may not be a
reflection of their attitudes and beliefs toward an established regulator. She sti-
pulates that the actions of people within an organization are subject to situation-
al factors such as the barriers, opportunities, and habits (Parker & Nielsen, 2008:
p. 8). When it comes to organizational situations and compliance programs,
values that support compliance within an organization are likely to have an im-
pact on people’s behavior towards compliance. The everyday actions of people
within an organization is likely to be subject to the extent to which formal pro-
grams that deal with compliance (Parker & Nielsen, 2008: p. 9). A compliance
program that puts emphasis on compliance and stresses individual responsibility
of compliance is likely to have a positive impact on people’s behavior towards
compliance (Parker & Nielsen, 2008: p. 9). This is to say that compliance man-
agement programs within an organization are essential to ensure people comply
with set regulations (Parker & Nielsen, 2008: p. 9). Since employee behavior is
largely influenced by existing factors within an organization, it is essential for

top managers to ensure they have measures in place that encourage compliance.

5.1. Organizational Support, Compliance Programs,
and Organizational Psychology

Compliance and ethics programs can be tailored in a manner that gives the no-
tion of organizational support to the employees and value orientation, resulting
in a change in employee behavior. According to the theory of social exchange,
when an individual receives some form of social benefit from another, a reci-

procal expectation for a return favor is automatically created (Cropanzano, An-
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thony, Daniels, & Hall, 2017: p. 479). The theory suggests that resources are, in
many cases, exchanged through the process of reciprocity. In this case, one indi-
vidual will receive a resource and is likely to want to repay the good deeds of an
individual with a similarly good deed. The quality of exchanges largely depends
on the kind of relationship two people share (Cropanzano, Anthony, Daniels, &
Hall, 2017: p. 480). The social exchange theory has been the subject of many re-
sources, with people looking at the exchange of resources between subordinates
and superiors as well as the exchange between organizations and its members.
Recently, studies have looked at the influence of organizational support as a
form of social benefit exchange. How do employees perceive support from their
employers? Employers can create the notion of support through articulating
their appreciation for the contributions of their employees and taking actions
that show they care for their employees (Weaver & Trevifio, 1999: p. 320). These
actions are likely to create a sense of obligation among the employees, who may
feel obligated to reciprocate the social benefit (Cropanzano, Anthony, Daniels, &
Hall, 2017: p. 480). Organizational support has, therefore, been associated with pos-
itive employee response and commitment to organizational goals and objectives.
Compliance and ethic programs that place importance on values may be viewed as
supporting employees. Instead of such compliance programs revolving around de-
tection and discipline for offenses committed, they can be focused on promoting
values. Programs focused on discipline and detection of non-compliance seem to
communicate that the employees cannot be trusted (Weaver & Trevifio, 1999: p.
320). According to the social exchange theory, employees may reciprocate by
committing offenses and hiding them as long as they do not get caught as such a
program communicates distrust. A program centered on promoting values ac-
knowledges that employees are already committed to ethical behavior (Weaver
& Trevifo, 1999: p. 320). The program focuses on the development of shared
values and the perceived support of employees. The emphasis is, in most cases,
on activities that seem to support the employee decision-making process (Weaver &
Trevifio, 1999: p. 320). Such a compliance program promotes counseling to em-
ployees on how they can adhere to the established guidelines for their own good
and that of the organization (Weaver & Trevifio, 1999: p. 320). It supports the
aspirations of the employees and gives them the notion that the organization
embodies commitments that apply to all the stakeholders equally (Weaver &
Trevifio, 1999: p. 320). Therefore, compliance programs promote a sense of ob-
ligation in employees if they are value-oriented as they create a sense of per-
ceived organizational support, which in turn makes the employees feel obligated

to perform better and to comply with the regulations.

5.2. Negative Psychological Impacts of Compliance Programs

Compliance programs that look at compliance rather than values of employees
are more likely to be oriented towards behavioral monitoring and punishment

for no-compliance. Such programs do not look at the needs of the employees or
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suggest support for them in any way. If anything, they look at employees as un-
ethical and cannot be trusted (Weaver & Trevifio, 1999: p. 323). On the other
hand, punishing employees for misconduct or non-compliance may suggest that
the organization values certain standards of justice and may suggest that it also
values its employees. Without other indicators of support and value from the
head of the organization, employees may simply look at the punishing as some-
thing that should be feared and avoided at all costs. In many cases, how em-
ployees view punishment is dependent on the surroundings of the punishment,
encompassing factors like the kind of relationship the employee shares with the
person doing the punishing and the fairness with which the punisher carries out
the punishing. Compliance programs that pay more attention to disciplining and
punishing non-compliance are likely to engender a contractual attitude from the
employee towards the organization, instead of support and trust (Weaver & Tre-
viflo, 1999: p. 323). Although such a program is likely to result in compliance on
the part of the employees, the compliance may simply revolve around calcula-
tion and conditioning rather than focusing on role definition. It works best in
situations where the employee is threatened by punishment or more severe con-
sequences for non-compliance (Weaver & Trevifio, 1999: p. 323). Such rules, as
stipulated earlier on, do not define the expectations of the top managers and the
organizations in general when it comes to the employees performing their du-
ties. These rules, in most cases, seem to be originating from the outside and do
not factor in the values of the employees and their culture within the organiza-
tion. They constitute a top-down approach rather than focusing on integration
(Weaver & Trevifio, 1999: p. 323). The salience created by this approach usually
results from the fear of the employees. Moreover, the constant monitoring
propagated by this kind of approach communicates distrust. When distrust and
fear are combined, they may breed a calculative self-interest response to the
program put in place. In this case, the compliance program is not likely to result
in organizational commitment (Weaver & Trevifio, 1999: p. 323). However, their
outcomes are not all bad. The fear of punishment due to non-conformity can
have a hand in reducing the number of unethical behaviors and cases of
non-compliance within the organization. Such a program also encourages em-
ployees to ensure they are familiar with all the rules of the organization to avoid
being punished (Weaver & Trevifio, 1999: p. 323). It also encourages employees
to seek advice from their superiors to avoid the disciplinary actions that come
with non-compliance without seeking advice (Weaver & Trevifio, 1999: p. 323).
Therefore, compliance programs centered around discipline and compliance are
not likely to breed commitment to the organization. However, they encourage
employees to avoid non-compliance, hence reducing the number of incidents

that involve unethical behavior within the organization.

5.3. Compliance Programs and Organizational Psychology

Some critics argue that compliance programs only serve to police the boundaries
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of non-compliance within the organizations, particularly internal compliance
programs. This means that such programs do not encourage employees to avoid
non-compliance as part of the organizational values (Parker & Nielsen, 2008: p.
10). Rather, such compliance programs only encourage employees to adopt the
mentality of the bare minimum. Many internal non-compliance programs serve
to eliminate the risk of non-compliance that will be costly to the organization
only. In such a situation, the top managers focus their attention on setting
boundaries in a manner that allows some risk of non-compliance but does not
eliminate it altogether (Parker & Nielsen, 2008: p. 10). Such a view of com-
pliance programs gives the notion that the management does not value com-
pliance but only does so to appease the regulator. The employees may adopt a
similar view and may only invest in doing very little to benefit the organization.
Less than perfect compliance programs within an organization may have nega-
tive implications on employee behavior and their perception of right and wrong.
Such programs may end up giving the employees a flawed view of what is ex-
pected of them (Parker & Nielsen, 2008: p. 28). This assessment of the imple-
mentation of compliance programs confirms the arguments of scholars on the
same. Critics argue that the implementation of compliance programs that do not
also stress values may not be as effective. For programs to be effective, they need
to connect to the organizational culture (Parker & Nielsen, 2008: p. 28). A study
carried out by Parker and Nielsen in 2008 on compliance programs indicated
that the implementation of formal compliance programs affected the organiza-
tional culture and influences how organizations view compliance in practice.
Apart from that, they discovered that good management and good organization-
al culture affect how effective compliance programs are implemented in practice
and their effectiveness in an organization (Parker & Nielsen, 2008: p. 28). They
also observe that larger organizations are more likely to implement these pro-
grams with ease than small organizations. They were also found to have higher
levels of values, a factor the researchers believe played a huge role in making it
easier for them to implement these programs (Parker & Nielsen, 2008: p. 28).
Therefore, compliance programs can be effective if an organization chooses to
emphasize on both values and compliance to make the management of such a

program easier.

5.4. Formal Compliance Programs

It is evident that the implementation of formal compliance programs is not as-
sociated with the desired psychological impacts on the organization. It is neces-
sary for the compliance programs to support and promote the organization’s
culture of compliance. Compliance management in practice is used to refer to
how managers and employees of an organization respond to compliance issues
within the organization (Parker & Nielsen, 2008: p. 28). Compliance programs
are meant to help improve compliance within an organization by influencing

compliance management. Without an emphasis on values, compliance programs
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are but a waste of time and resources, which achieves only a portion of what
good management can achieve. It becomes evident that it is a combination of
factors that make a good compliance program (Parker & Nielsen, 2008: p. 28).
Employees can actively accept compliance programs or reject it. It is important
for managers to keep in mind that although codes are, in most cases, the central
element in compliance programs, they are not always enough to inspire a change
of behavior from the employees (Parker & Nielsen, 2008: p. 28). Codes may ac-
tually fuel rebellion from employees, or they may adopt a negative view of the
organization and the management. It is important to place emphasis on training
programs to ensure people within an organization are familiar with the estab-
lished codes (Stober, Kotzian, & Weillenberger, 2018). It is highly unlikely that
the mere existence of codes will affect the behavior of people within an organiza-
tion if the compliance program is not effective and comprehensive. Compliance
training focuses on making clear the purpose of the code, how it will affect
people’s tasks, and the consequences of ignoring them. Training allows people to
develop a view of the program and whether or not they consider it acceptable.
The whole point of organizations having programs in place is to ensure the risk
of non-compliance is minimized. How such is implemented is what influences
organizational psychology (Stober, Kotzian, & Weiflenberger, 2018). Organiza-
tional managers can also be impacted by such programs once they are put in
place. Since they are the ones tasked with implementing such, their behavior and
view of other employees can change as well (Stober, Kotzian, & Weilenberger,
2018). Compliance programs are necessary for organizations to function. How-
ever, it is important to have proper training in place to minimize the negative

psychological impact they can have on the organization as a whole.

6. Conclusion

Compliance programs and their orientations have a significant role to play in
transforming organizational psychology. As evidenced by exchange theory and
perceived exchange theory, compliance programs have the power to transform
how employees view their roles, identity, and the organization as a whole. Gen-
erally, compliance programs are associated with a number of outcomes when it
comes to employee behavior, including ethical awareness, and decreased level of
unethical behaviors within an organization. Furthermore, if designed properly, a
compliance program encourages employees to report unethical behavior and to
avoid such behaviors. Good values and good management also play a role in how
effective a compliance program is in an organization. However, compliance pro-
grams can also encourage employees to be calculative and technical. In some cases,
compliance programs focus on compliance and disciplining non-compliance. In
such cases, employees may avoid non-compliance due to the fear of being pu-
nished, not because they are committed to an organization. In a way, this can be
a good thing as it ensures non-compliance is limited. When it comes to pro-

grams that factor in values, employees are more likely to be receptive to these
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and to identify with them. Such programs encourage hard work, commitments,
and ethical behavior by connecting with employees. It is, however, evident that

whatever the approach adopted, compliance programs impact organizational

psychology.
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