WORKING VALUES: ETHICS

Fostering Ethical
Conduct Through
Psychological Safety

Line managers are key to creating safe spaces for employees to discuss concerns.
BY ANTOINE FERRERE, CHRIS RIDER, BAIBA RENERTE, AND AMY C. EDMONDSON

ow do organizations encourage

people to speak up about ethical

breaches, whether inadvertent or de-

liberate? Why do some employees

choose to remain silent when others
report misconduct? In a world of increased scrutiny for
corporations of all types, it is more essential than ever
that when misconduct happens or difficult problems
arise, there is a strong ethical climate for surfacing infor-
mation so that leaders can respond quickly and
appropriately. An environment in which employees feel
comfortable reporting such issues is also vital to pre-
venting future misconduct.

As part of an unprecedented global study on work-
place ethics, we analyzed the perceptions of those who
report misconduct against those of “silent bystanders.”
This helped us better understand both the drivers and
derailers of speaking up — and revealed insights into
how leaders and compliance officers can encourage em-
ployees to make such reports.

Although our work has an obvious relationship to
whistleblowing, in the context of psychological safety and
ethics, we make an important distinction between exter-
nal whistleblowing and those who speak up about
perceived misconduct at work. By reporting illegal or un-
ethical activity to external authorities, whistleblowers
play a vital role. Moreover, it is likely that they felt their
concerns could not be expressed, heard, and addressed
internally. We posit that a healthy organizational culture
is one in which speaking up and listening go hand in hand
and thereby reinforce ethical standards. If concerns
are
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The authors’ comprehen-
sive workplace survey
measured key psychological
constructs and behaviors
related to ethics, including
employee perceptions
of fairness and trust,
organizational justice,
loyalty, conflicting goals
and pressure, clarity
of expectations, sense of
control, and psychological
safety.

All Novartis employees
were invited to take the
2021 global survey. It was
available in 15 languages
and received more than
38,000 complete
responses from employees
in over 100 countries.

expressed, changes can be made in a timely way.

Thankfully, there are a number of things orga-
nizations can do to make it more likely that people
will speak up when they observe unethical behav-
iors. Our research discovered that psychological
safety in this context is essential. Psychological
safety, a phenomenon studied extensively by coau-
thor Amy C. Edmondson, is defined as “a shared
belief held by members of a team that the team
is safe for interpersonal risk-taking” — or, put
another way, that “we can say what we think” or
“be ourselves around here”! Today, a number of
global organizations recognize the importance of
this concept.? While previous corporate studies,
like Project Aristotle at Google and the Art of
Teamwork at Microsoft, demonstrate the impor-
tance of psychological safety for team effectiveness,
team performance, and creativity, little research
has investigated the role of psychological safety in
workplace ethics.?

At the beginning of 2021, with the support of the
Novartis CEO and its chief ethics, risk, and compli-
ance officer, the company launched an initiative to
study psychological safety and ethical behavior.
Drawing from published social science research, the
ethics, risk, and compliance team created a survey to
measure psychological constructs and behaviors re-
lated to ethics. (See “The Research?”) The survey was
completed by more than 38,000 employees in over
100 countries who held positions at various levels in
the organizational hierarchy. This provided a unique
opportunity to study psychological safety in a di-
verse sample on a global scale in relation to other
psychological and behavioral constructs associated
with workplace ethics. The results of our research
demonstrate that psychological safety forms an inte-
gral part of the ethical climate of an organization.

The Role of Psychological Safety
While many people said that they spoke up after
witnessing perceived unethical behavior, a substan-
tial minority said that they did not speak up.
Among the survey respondents who perceived un-
ethical behavior last year, some reported it to a
“speak-up hotline,” a human resources officer, or
their line manager, while others admitted that they
felt comfortable sharing it only with their friends or
family or kept it to themselves.
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Among employees who had observed unethical
behaviors during the prior year, we found that those
who felt less psychologically safe were significantly
less likely to report those behaviors via channels
where organizational leaders might act on them.
(See “Reporting Channels and Psychological
Safety”) Those who felt the most psychologically safe
were most likely to have reported the misconduct
they observed. This held true even after taking into
account a range of other psychological factors that
could influence incident reporting, such as per-
ceived levels of organizational justice, fairness, and
trust. Psychological safety is therefore important for
more than just team effectiveness and well-being; it
may also be critical for forming strong ethical cul-
tures where employees feel comfortable speaking up.

Because psychologically safe workplaces pro-
vide such a range of benefits, the ethics, risk, and
compliance function and HR share an interest in
fostering such an environment. Our results should
motivate cross-functional collaboration as an es-
sential element of shaping an organization’s culture.
Managers throughout a company must become
aware of the blind spots created by a psychologi-
cally unsafe environment, along with the associated
risk of underreported misconduct. In particular, a
formal program (or reporting hotline) may capture
only a fraction of the problematic behaviors that
occur. Measuring psychological safety may help
companies determine whether misconduct is being
reported and, in turn, enhance the effectiveness of
their formal speak-up programs.

It's Not Just Tone From the Top
What most organizations tend to get right these
days is how senior leadership talks about ethics.
CEOs emphasize that integrity is a core value of
their organizations, and that point is reiterated in
calls with shareholders and during employee town
hall meetings. While this messaging is important, it
is not sufficient to prevent the derailers of ethical
conduct that occur deep within an organization.
We found that line managers — not just official
speak-up channels — are often on the front lines
when it comes to hearing about unethical behavior.
Indeed, of employees who chose to report an incident,
80% went to their line managers. This indicates that
these visible leaders play a critical role in ensuring



that the person speaking up feels supported and
heard. Our data shows that how line managers act has
a disproportionate impact on the way potentially
unethical behavior is addressed within organizations.

Line managers who feel psychologically safe
should not assume that their teams feel the same
way. In fact, we found that managers and senior
leaders tend to feel more psychologically safe than
their employees and have a more positive percep-
tion of their organization’s ethical climate than the
rest of the workforce. Those two findings together
confirm that people higher up in the organization
might have an ethical blind spot.* That makes the
role of team managers even more important when
it comes to fostering an environment conducive to
both engaging in ethical behavior and talking about
ethics in an open, constructive way.

Finally, our research revealed that, in a global
context, psychological safety is not uniform across
nations. For example, in our survey, respondents
from the Americas and Europe tended to score
higher on psychological safety than respondents
from Asia, all else being equal. Keep in mind that
these differences in average scores encompass con-
siderable variation within regions themselves. That
is, no single region was uniformly high or uniformly

low; rather, scores varied across teams. Nonetheless,
these differences matter and offer a glimpse of a
possible solution. They suggest the potential effec-
tiveness of tailoring interventions that promote
speaking up in order to address the specific circum-
stances of different groups of employees. For
instance, global organizations that seek to build
psychological safety must assess its various region-
specific drivers and derailers to adjust their activities
to specific seniorities and cultures.

The Double Jeopardy

of an Unsafe Culture

Our research also revealed that when psychological
safety is lacking, it may be a consequence of the
employee having witnessed unethical behavior. We
found that psychological safety was inversely corre-
lated to the quantity of unethical behavior noticed.
Put simply, the more unethical behavior a person saw,
the more likely they were to feel psychologically un-
safe. This suggests that the experience of seeing more
unethical behavior may diminish the psychological

safety experienced by an employee. (See “Observed

Unethical Behaviors and Psychological Safety; p. 22.)
We considered what both relationships — between
psychological safety and the amount of unethical

REPORTING CHANNELS AND PSYCHOLOGICAL SAFETY
Employees who reported lower levels of psychological safety (see “Measuring Psychological Safety.”) were less
likely to bring unethical behaviors they noticed over the previous 12 months to management's attention.

Spoke with the ethics, risk,

and compliance department

Raised issue through

reporting channel

Spoke with HR

Told their manager

AVERAGE PSYCHOLOGICAL SAFETY SCORE 10
@
@
@
‘ Reported to
management

Confided in a colleague

Discussed with their
friends or family

Kept the issue to themselves

Did not report
to management
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OBSERVED UNETHICAL BEHAVIORS AND PSYCHOLOGICAL SAFETY

Individuals whose psychological safety scores were in lower ranges had also observed more unethical behaviors.

Number of unethical behaviors
observed in the past 12 months

0 AVERAGE PSYCHOLOGICAL SAFETY SCORE 10
0 @
1-2 @
36 ®
7+ @

behavior observed, and between psychological safety
and likelihood of reporting misconduct — imply
about causality. Although correlation is not evidence
of causation, it is unlikely that low psychological safety
causes people to notice unethical behavior, whereas it
makes intuitive sense that being in a work environ-
ment where unethical behavior is prevalent might
diminish psychological safety.

We propose that the problem we uncovered —
that people are most reluctant to speak up in ethically
troubled environments, where we most need them
to do so — has important implications for company
leaders. To break out of this dilemma, leaders must
find ways to make it easier for employees to speak
up, especially in parts of the organization where the
culture may suffer most from ethical lapses.

Our data suggests some starting points. We found
that in addition to psychological safety, several other
factors correlated with strong speak-up behavior,
keeping everything else constant: moral engage-
ment, moral attentiveness, and organizational justice
combined with clarity of expectations.

Each of these factors points to opportunities for
management intervention:

Moral engagement. Foster an environment
where ethical conduct matters, so that when employ-
ees recognize a potentially unethical situation, they
will be motivated to do what’s right. For example,
Novartis created a decision-making framework
called the Decision Explorer to support associates in
making ethical decisions. Rooted in the company’s
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code of ethics, the tool helps employees work through
a situation to surface ethical considerations.®

Moral attentiveness. Train employees to recog-
nize the ethical dimensions of workplace situations.
For example, Novartis runs practical ethics training
sessions that immerse employees in hypothetical
scenarios where they must practice ethical decision-
making. Another approach is to have managers
highlight examples of ethical and unethical behavior
with their teams and encourage dialogue on work-
place ethics. Such grassroots employee contributions
build trust and commitment by giving employees a
role in strengthening the code of behavior by which
they are expected to live.

Organizational justice and clarity of expecta-
tions. Action, not just messaging, is vital to building
a reputation of organizational justice. First, it’s es-
sential that leaders ensure that employees have an
understanding of organizational standards and are
clear about expectations. Second, leaders must act
decisively in response to employee reports of mis-
conduct to show that there are consequences for
unethical behavior.

To foster greater psychological safety, coach and
empower line managers to create safe spaces for
discussing ethical concerns, and help them react ap-
propriately when such issues are raised. For example,
Novartis offers managers guidance on how to build
psychologically safe teams and how to encourage open
discussion of ethical questions. Key lessons focus on
active listening and running group dialogues.



We also advise encouraging collaboration be-
tween HR and the ethics, risk, and compliance
function in building a culture of ethics and per-
formance. For example, Novartis has created a
cross-functional working group focused on the no-
tion of ethical leadership. Ethical leaders are not only
setting an example on how to act ethically; they also
listen when team members bring up problems, take
action to address ethical concerns, are trusted by as-
sociates to make fair decisions, and define success not
just by the results but also by how they’re obtained.

Our research found that employees’ psychologi-
cal safety is directly related to their willingness to
report unethical behaviors, across countries, cul-
ture, seniority, and functions. We found this pattern
to be universal and robust. An implication of our
research is that efforts to build psychologically safe
teams should be done in tandem with efforts to cre-
ate positive ethical environments.

Building a psychologically safe environment to fa-
cilitate speaking up about ethical conduct is relevant to
both company reputation and long-term business per-
formance. Unethical conduct can remain hidden for a
time but is likely to be discovered eventually, causing
far more harm than if it were caught and corrected
early. Psychological safety thus can help organizations
respond and improve quickly instead of allowing mis-
conduct and unethical behavior to fester and further
degrade workplace psychological safety, thus trigger-
ing a vicious cycle. While many organizations have
relied on speak-up channels or ombudspersons as
mechanisms for reporting unethical behavior, such
opportunities alone are not enough. They need to be
complemented by efforts to actively shape and pro-
mote an ethical climate in which managers are
equipped to support employees’ ability to say what
they think and react appropriately to what they hear.

Antoine Ferrére is global head of behavioral and data
science in the Ethics, Risk, and Compliance division at
Novartis. Chris Rider and Baiba Renerte are senior be-
havioral scientists in that division. Amy C. Edmondson
is the Novartis Professor of Leadership and Manage-
ment at Harvard Business School. She is the author
of The Fearless Organization: Creating Psychological
Safety in the Workplace for Learning, Innovation, and
Growth (John Wiley & Sons, 2019).
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