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On Denial of Individuals' or Organizational
Activities - Decisionism Considered
Tuomo Takala

Abstract
The purpose of this article is to put
forth some relevant, but complex,
issues which still exist in modern
ethics. I shall present axiology and
deontology shortly. After this, I
take a not so well-known ethical
theory called decisionism into
consideration. In this context, we
are interested in the one burning
ethical problem or phenomenon
“Why prohibit or deny the action
of an organization or association?”
At the end of the paper, some
considerations are provided to
solve some issues of misbehaving,
or to solve actual social problems
like discrimination, abuse of
workforce, or racial or gender-based
discrimination.
Key Words: Value-ethics,
decisionism, associations
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Introduction
Recently, a theme has emerged in general debate that can be described as interesting but also problematic. It is about
freedom of action, or freedom in general,
which is also a very philosophical question.
Why should any activity be banned?
We do not usually want to be denied
anything. The action must therefore be
in some way undesirable. Inaction, or doing nothing, could also be punishable or
at least reprehensible.
Thus, there are at least two parties
in the denying process: the subject who
does the denying and the object that is
denied of something. Such an object
can be an individual or an association,
and the reason for this denial is, for example, the nature of the organization's
activities. Organizational action can be
insulting to the members of a community. The law is drafted and presumed
to be complied with. Why is moral requirement not enough? It can be argued
that moral demands are not binding and
strong enough. The government cannot,
or does not want to, impose face- masks
using during the COVID epidemic, for
example, because this would severely restrict an individual’s fundamental rights.
On what grounds could or should certain symbols be denied? That is, for example, the use of certain types of signs or
symbols when valuing the good or evil of
an organization's activities. This is a line
drawn in the sand. In this case, the symbols of evil are hunted and sought and
so, we need to define what the term "evil"
means (see e.g. Pitkänen, 2020). Pitkänen
states that since the 1990s, the concept
of evil has gone through a philosophical
“renaissance”. In contemporary philosophy of evil, the eliminative naturalism
typical of the earlier twentieth century is
usually rejected, and evil is conceived of
as an irreducible concept essential for understanding human moral life in practice.
The roots of contemporary thought on
evil according to Immanuel Kant, who
worked out his theory of “radical evil” at
the end of the eighteenth century, are set
forth. According to Kant’s theory, taking our moral agency seriously requires
not only philosophical justification of

freedom from the causality of nature
and the ability to present moral duties to
ourselves, but also an innate propensity
to subordinate those duties to our selfish
will, that is, a propensity to do evil. Kant
introduced an anti-naturalistic conception of evil which is also free from theological presumptions. Pitkänen refers to
this kind of view as “a purely moral conception of evil”. He argues that a purely
moral conception of evil is vulnerable to
Friedrich Nietzsche’s genealogical and
moral psychological critique, in which
the idea of evil is judged as subjective,
historical, and ultimately based on will to
power (Pitkänen, 2020).
So the main question here is “where
we can find norms to act?” “If human
or organizational action is evil or bad, it
should be denied”, we can claim.
Ethics, Norms, Values and
Decisionism
Ethics reflects on moral phenomena.
Value theory, or axiology, looks at which
things are good or bad, how good or bad
they are, and most fundamentally, what
it means to be good or bad. There are
questions about value and what is valuable or important to value to moral philosophers, since most moral theories hold
that we ought to promote the good (even
if this is not the only thing we ought to
do).
Another part of the discussion is so
called deontology or normative ethics.
The deontological nature of the supreme
principle of Kantian ethics has led many
people to focus almost exclusively on
issues about duty, universalization, autonomy and dignity when engaging with
Kantian ethics. This has resulted in an
unfortunate situation with value-based
considerations largely being ignored, and
Kant being criticized for supposedly failing to appreciate the importance of happiness. All of this has happened despite
the fact that Kant’s ethical theory does
not restrict itself to duty but contains a
well-developed account of a value that
plays a central role in the overall theory
and that recognizes the significance of
happiness. After all, the groundwork
starts with the axiological claim that the
only thing unconditionally good is will.
http://ejbo.jyu.fi/
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Likewise, the highest good, which is meant to represent the culmination of Kant’s ethical system, is an axiological notion that
includes happiness. (Bader, 2015).
It is often disputed which term is the primary: value or norm?
Beauchamp (2010) asks whether there are moral beliefs, which
are merely personal opinions and cultural conventions, or is
there a moral standpoint that transcends the personal and cultural? In one type of theory, moral views are based on how a
person feels, what an organization decides, or how a culture accommodates the desires and aspirations of its people. The idea
of objective moral principles or properties plays no role in this
theory. In another type of theory, valid moral standards such as
human rights govern all conduct and are not relative to cultures,
nations, organizations, or individuals. Could it be that both
perspectives are correct, or do we have two competing research
philosophies that cannot be rendered coherent?
The main topics to be addressed in this article are moral
relativism, universal morality and particular moralities, moral
conflict and disagreement, human rights, multiculturalism. and
global justice. Questions of whether there are universal moral
norms and, if so, whether some norms are relative to organizations, groups, or individuals are discussed. Can we agree that
although a relativism of all moral standards is an untenable position, a lower level relativism of moral judgement and multiculturalism are morally warranted? If it so, as Beauchamp states,
there is a universal common morality but it allows for moral
disagreement and legitimate differences of opinions about how
to render universal norms specific for organizational contexts.
So, certain norms constrain corporate activities, for example, in
all cultures, but other norms constrain organizational conduct
only in specific contexts.
Decisionism is a value theory doctrine with manifestations
in ethics, social and political philosophy, and legal theory. Historically, the doctrine is old but it has been quite popular this
century among many philosophical traditions, such as German
philosophy of life, phenomenology, existentialism, American
pragmatism. Decisionism has been understood (1) as a doctrine
that individuals should be freed from the rules of conventionality and be ashamed when they have to rely on even one rule.
(2) the doctrine that there is self-deception, dishonest pretense,
and escapism to rely on norms and rules that already exist. (3)
the doctrine that the authentic individual decides for himself
and acts as his own judge. (4) as an analysis of “the myth that
the laws enacted affect judges and other members of society,
legalistic ideology. (5) Decisions made in social emergencies are
theoretically primary because people have to take their lives seriously at that time. (Patoluoto, 1982, 79).
One can distinguish between the weak and strong decisionism as doctrines. It is natural to ask, because there are complex
social situations in which the question of the primacy between
norms and exceptions is central. The answer is easy to see –
when exceptional situations last a long time, like during times
of crisis (Patoluoto 1982, 82), for example, Germany between
the two World Wars.
Who gives the rights to govern us, for ruling, controlling and
to be in a power? Decisionism explains and begins its argument
from the fact that the state of emergency gives power to a sovereign ruler who, as it were, usurps the power. Such a situation arises when society and the system of government are in
a state of intense transformation; the democratic system is in a
crisis and a mode of disintegration. A leader who rises to take
sovereign power is probably a charismatic person. Carl Schmitt
was a renowned political scientist and proponent of decisionism. Schmitt changed universities in 1926, when he became
5
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professor of law at the Handelshochschule in Berlin, and again
in 1932, when he accepted a position in Cologne. It was from
lectures at the Deutsche Hochschule für Politik in Berlin that
he wrote his most famous paper, "Der Begriff des Politischen"
("The Concept of the Political"), in which he developed his
theory of "the political." Distinct from party politics, "the political" is the essence of politics. While churches are predominant
in religion or society is predominant in economics, the state is
predominant in politics. Yet for Schmitt, the political was not
an autonomous domain equivalent to the other domains, but
rather the existential basis that would determine any other domain should it reach the point of politics (e.g. religion ceases
to be merely theological when it makes a clear distinction between the "friend" and the "enemy"). The political is not equal
to any other domain such as the economic (which distinguishes
between profitable and not profitable), but instead is the most
essential to identity.
Schmitt, in perhaps his best-known formulation, bases his
conceptual realm of state sovereignty and autonomy upon the
distinction between friend and enemy. This distinction is to
be determined "existentially", which is to say that the enemy is
whoever is "in a specially intense way, existentially something
different and alien, so that in the extreme case conflicts with
him are possible.” Such an enemy need not even be based on nationality. So long as the conflict is potentially intense enough to
become a violent one between political entities, the actual substance of enmity may be anything. Although there have been
many interpretations of this work, there is a broad agreement
that "The Concept of the Political" is an attempt to achieve state
unity by defining the content of politics as opposition to the
"other" (that is to say, an enemy or stranger. This applies to any
person or entity that represents a serious threat or conflict to
one's own interests.) Additionally, the prominence of the state
stands as an arbitrary force dominating a potentially fractious
civil society, whose various antagonisms must not be allowed to
affect politics, lest civil war result.
In Thomas Hobbes' political theory, the “natural state” plays
an important role. However, for him, the role of the concept
of natural state is different from that of Schmitt. According to
Hobbes, the natural state is a conceptual possibility, but it is
not a real possibility. In Hobbes' mind, the state of nature is
a means for explaining the origin and nature of communities.
Schmitt, on the other hand, thinks that the state of nature is a
necessary thing because man is inherently animal by his or her
character. Despite the fact that Hobbes is considered the most
significant of the defenders of absolute tyranny at the beginning
of the new age, in his theory he seeks to tame the natural and
morally reprehensible animal evil prevailing in a human being.
Schmitt, on the other hand, seeks to emphasize the importance
of animal evil as a basis of the political. This foundation, he
says, is not conceptual but factual, evil inhabited by human nature. (see Patoluoto 1982).
Some Implications and Conclusions
What does decisionist thinking mean when it comes to banning organizations? Decisionism assumes that a universally
valid norm cannot and should not be given, but people must
act in accordance with the norm specific and according to the
strongest actor’s will. Normal situations are normal because the
justification for action in them is based on routines. The statement of reasons shall refer to a rule, norm, law or other similar
principle, relevant to the activity.
A person acting in a state of emergency does not have such rules
http://ejbo.jyu.fi/
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that allow them to justify their actions. Decisionism is the value
theory of exceptional situations, which requires that they be
more prime than the normal situation in value theory. Routines
guided by norms and rules are always ultimately based on exceptional situations, as the latter create the norms that people
follow when they are in normal situations (see Patoluoto 1982).
Criminalized or forbidden organizations seek to create activities that violate the normal state of affairs, and thus create space
for exceptional situations where the forbidden organizations
try to create a “new normal.” It has been empirically proven
that prohibited activity is sought in new forms when the old
activity is prohibited. Creating a new name for the organization (i.e. continue the old banned activity in “new clothes”) is
a common way to continue the criminalized action. Criminal
organizations usually try to maximize the utilitarian benefits of
their activities. Non-profit associations with some ideal value,
clubs or networks, on the other hand, are often driven by some
“summum bonum” (e.g. to save the world etc.). Their actions
may be pursued by any means, often violently, in which case
legal precedence easily prohibits the activities of the organization. The same applies to associations’ symbols. These exist to
help creating a sense of belonging and at the same time act as
hallmarks symbolizing freedom, strength, power, brotherhood,
superstition. The symbols of organizations are valuable to the
group who sees them as valuable to themselves, and on the other hand, those outside the groups may perceive these signs as
threatening and hateful. The symbols of goodness are to some
are symbols of evil to others, and vice versa.
Is it therefore effective to ban organizations using activities
and symbols? Forbidden organizations’ names and symbols are
changed to some extent, but the core of actions remains the
same but disguised. I do not think that banning is effective and
we need to find other ways. Is the prevailing social order legitimate? This fact largely determines what is allowed and what is
forbidden. There is an activity in the grey area that threatens
precedence but has a certain good moral weight. Non-violent
demonstrations are allowed and, on the other hand, excessive
use of force by the police, for example, will be universally condemned. The victims become martyrs who gain the sympathy
from the general public. Often questionable organizations consciously seek to create martyrs. There are well-known characters and consciously created martyrs who have become icons of
their organizations
Identity Politics and Recognition of Human Value

How does racism work when it is understood as an ideologybased phenomenon? I argue that there is a great value in knowing how racism works for the development of an anti-racist and
non-discriminating organization. Although any of the many
traditions on ethical thinking do not give direct answer to the
question of how to develop and manage an anti-racist business
organization, but connected with the understanding of racism,
they can be useful tools for the leader of a multicultural organization. The conceptions of racism have varied quite a lot and
have been often vague and controversial. There have been two
main lines of division in the approaches to racism. On the one
hand, there is an ontological dispute over the biological or cultural character of racism. This problem imposes either some
important limitations or positive possibilities on the anti-racist
ethics in business organizations. If racism is possible to reduce
to biological features, it does not form an ethical problem for
business organization because then the "racial" order can be
considered as natural and inevitable. This view is, however, ethically very problematic since it erases and sweeps away all ethical
6
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reasoning by reducing all ethical principles to one single source:
human nature. Racism understood as cultural phenomena,
however, provides interesting prospects for the development of
anti-racist organization culture. Contrary to nature, culture is
always open to changes, transformations, improvements and redefinitions. When naturalist views fix all features of human beings in to biological and primordial nature, cultural views untie
the naturalist predestination. Because cultural identities, customs, values, and so forth, can be subjects of deliberate reasoning, they can also be altered and modified. They are constructed
and redefined constantly in social negotiations. Thus, the relation between culture and human beings is dialogical. The possibility to redefine and/or dismantle the old conventions of organization culture and reconstruct something new (anti-racist,
managing and valuing diversity, etc.) is crucial for every learning
organization. On the other hand, there is the practical question of the primacy of behaviour or representations of racism.
In other words, is racism manifested primary in the actions and
behaviour of people or in their ideological and symbolic statements and conceptions of reality? In the former case, it has been
approached as a form of behaviour or action. The question has
been what kinds of actions and ways of behaving are racist. In
the latter case, a certain ideology is regarded as the core of racism. This ideology states that the outward appearance of people
(skin colour is usually the most significant feature) defines their
capabilities and position in society. By the term ‘ideology’ I refer to a certain kind of composition of ideas which is used as a
justification for asymmetric balance of power in society. This
kind of ideology is manifested in discursively and symbolically
mediated systems of communication. Its hidden function is to
secure and guarantee the prevailing social order and division of
power. The use of this kind of conceptualization of ideology
is not limited to the field of politics. It can be applied to any
field where there exists an action mediated by meanings, like
ethnic and women studies and business ethics. Without recognizing the ideological component, no behaviour or action can
be identified as racist; every action identified as racist should be
seen as having an ideological cause or basis. Furthermore, any
action that is ideologically based on racism entails discriminating practices in corporations and society. Those practices typically constitute the most visible dimension of racism. Here also
lies the point at which racism becomes connected with business
ethics. Racist ideology produces discriminating practices that
isolate ethnic minorities from the resources provided by society
and the economy. (see Sintonen & Takala, 2002).
Identities and identity policies are often intertwined with
hate speech or manipulative communication. Fukuyama (2020)
mentioned that one problem with identities is that they can
threaten freedom of speech and, more broadly, the rational
debate needed to sustain democracy. Liberal democracies have
considered it their right to protect the right of everyone to
express their ideas, especially in politics. The obsession with
identity, however, has not matched the need for a systematic
discussion. Identity groups focus on lived experiences, valuing
experiencing their inner selves emotionally rather than exploring them rationally. At the micro level, our political culture is
characterized by the fact that each person’s opinion is seen to
merge with something that is assumed to be his or her permanent and actual self. Opinions expressed in good faith therefore
take precedence over rational reasoning, which could lead the
opinion-owner to reject their own position. If an argument offends a sense of self-worth, it is often considered that this offense is sufficient to challenge the validity of the argument. This
trend is empowered by short-form wording fueled by social
http://ejbo.jyu.fi/
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media.
I can agree with Fukuyama, who states that becoming recognized is the key factor in the positive solutions to various
problems of mankind. According to Hegel, human history
was driven by the quest to be recognized. He argued that the

Vol. 26, No. 1 (2021)

only rational solution was that the desire to be recognized was
universal, the recognition of the dignity of every human being.
Fukuyama continues by saying that one of the major threats to
modern liberal democracies is the rise of identity politics within
them.
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Using Persuasive Communication to Foster
Appropriaton of Code of Ethics Standards
by an Organization's Employees
Yanick Farmer
Michelle Pimont

Introduction
Background

Abstract
Scientific research has generated
a substantial corpus of
knowledge on nearly all facets
of ethics, governance and sound
management in public and private
organizations. However, there
has been little research into the
role of communication as a factor
that enables an effective link
between what some call ethical
infrastructures, like a code of
ethics, and ethical behaviour or
judgement. The purpose of the
study was to establish whether the
use of persuasive communication
strategies could foster appropriation
of code of ethics standards by
an organization’s employees. To
measure the effect of persuasive
communication on appropriation,
we created three experimental
conditions that drew on the
variables in Cialdini’s persuasion
model. The methodology used was
quantitative and experimental. A
total of 119 employees participated
in the study. Our results show that
the persuasion strategies tested
have a statistically significant
impact on cognitive appropriation,
but not on behavioural
appropriation.
Key Words: Communication, code
of ethics, organizational culture,
personnel management, social
psychology
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Scientific research has generated a substantial corpus of knowledge on nearly
all facets of ethics, governance and sound
management in public and private organizations. As Treviño, Weaver and
Reynolds (2006) explained in their comprehensive literature review, conducted
several years ago, scientific research has
looked at all areas of organizational ethics. These authors associate ethics with a
strong image: apples, which can be delicious, or rotten. The first category of research they identified refers to what they
call “barrels”, i.e. organizational factors
that structure ethical questions (Müller et al., 2013; Thoroughgood, Hunter
& Sawyer, 2011; Ashforth et al., 2008;
Kulik, O’Fallon & Salimath, 2008; Brass,
Butterfield & Skaggs, 1998). The second
category of research focuses on the apples themselves, that is, the actors and
all the personal and relational factors
that influence their work and decisions
(O’Boyle, Forsyth & O’Boyle, 2011;
Gino, Gu & Zhong, 2009; Kerr et al.,
2009; Bazerman & Banaji, 2004; Dunlop
& Lee, 2004). Over the last twenty-five
years, research on “barrels” has dealt with
topics as wide-ranging as codes of ethics
and ethics programs (Adelstein & Clegg,
2016; Valentine & Fleischman, 2008;
Weaver, Treviño & Cochran, 1999;
Frankel, 1989), performance control
mechanisms (Berrone, Surroca & Tribó,
2007; Stansbury & Barry, 2007), management and training approaches and organizational culture (Warren, Gaspar &
Laufer, 2014; Delaney & Sockell, 1992).
The research on “apples” has looked
at such things as professional identity
(Vadera, Aguilera & Caza, 2009), leadership (Goetsch & Davis, 2014; Mayer
et al., 2009; Brown, Treviño & Harrison,
2005), personal qualities and ethical climate (Brunton & Eweje, 2010; Martin
& Cullen, 2006; Wimbush & Shepard,
1994; Victor & Cullen, 1987).
However, there has been little research
into the role of communication as a factor that enables an effective link between
what some call ethical infrastructures

(Tenbrunsel, Smith-Crowe, & Umphress, 2003), like a code of ethics, and
ethical behaviour or judgement. The few
studies that have focused on communication (Ellman & Pezanis-Christou,
2010; Stevens, 2008; Johnson, 2007;
Schwartz, 2004) do not consider the
critical contribution made by persuasion
as a communications strategy that can
foster appropriation of the standards in
an organization’s code of ethics by that
organization’s employees. Research into
standards and their role in interactions
within groups of different sizes is highly
developed in social psychology (Lapinski
& Rimal, 2005; Bendor & Swistak, 2001;
Cialdini, Kallgren & Reno, 1991; Tajfel,
1981; Moscovici, 1976). However, social psychology researchers point to the
dearth of studies on communication as a
factor for circulating and retaining such
standards (Hogg & Reid, 2006). As for
organizational communications, it does
not touch on ethics very much, as researchers in the area are unfamiliar with
this field of expertise (Jones et al., 2004).
In organizational ethics, it is interesting to note that several studies have
looked at the standards in codes of ethics,
for example, analyzing the principles that
allow practitioners to structure and implement codes of ethics within organizations (Murphy, 1995; Montoya & Richard, 1994); other studies have empirically
looked at the properties and contents
of codes of ethics (Helin & Sandström,
2007). Much work remains to be done,
however, when we consider the concrete
influence of codes of ethics on the behaviour of employees in organizations
(De Waegeneer, Van De Sompele &
Willem, 2016; Kaptein, 2011; Kaptein
& Schwartz, 2008; Stevens, 2008; Cleek
& Leonard, 1998). As Helin and Sandström (2010) stress, of the few studies
that look at the impacts of codes of ethics on what they call “ethical behaviour,”
very little research has been done into the
code's reception by the stakeholders to
whom it is addressed (Stöber, Kotzian
& Weissenberger, 2019). To our knowledge, no study has focused specifically on
how a persuasion strategy that is simultaneously passive (reception of the meshttp://ejbo.jyu.fi/
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sage) and active (taking of a personal stance on the message) can
affect appropriation by taking an organization’s code of ethics
as the main source of the message.
Purpose of the Study

To fill this gap in the literature, this study has been undertaken to better understand how communication may contribute
to the code of ethic’s “performativity” (Parker & Sedgwick,
2013; Searle, 1969; Austin, 1962), that is, how implementing
and disseminating a code of ethics within an organization may
influence stakeholder behaviour. More specifically, the purpose of the study was to establish whether the use of persuasive
communication strategies (using specific variables) could foster
appropriation of code of ethics standards by an organization’s
employees. In light of the research on similar themes (Stevens,
2008; Helin & Sandström, 2007; Adam & Rachmann-Moore,
2004; Weeks & Nantel, 1992), we hypothesize that, by exposing an organization’s employees to persuasive strategies that
rely on empirically tested models, it would be possible to measure a positive change in the level of appropriation of the standards in the code of ethics.
Conceptual Framework
To achieve the study’s objective, on one hand, we had to establish how to define and measure appropriation and, on the other,
identify which persuasive communication approach to use to
foster appropriation. Our conceptual or theoretical framework
thus had to simultaneously address how to conceptualize appropriation and measurement. To appropriate something is to
“make it one's own.” In terms of an ethical standard, there are
two aspects of appropriation: cognitive and behavioural. The
cognitive aspect refers to the change in knowledge, while the behavioural aspect refers to a change in behaviour. In other words,
our experimental design had to help us see whether employees
had a better knowledge of the code of ethics’ standards after being exposed to persuasive communication strategies, or whether
their behaviour at work had changed reflecting the internalization (appropriation) of the code of ethics’ standards.
Note that the code of ethics used for the study is the code
that applies to all of the organization's employees (healthcare
sector), regardless of the area in which they work (care, administration, archives, etc.). The code is available on the organization’s website and is also given to employees upon hiring. It
contains a series of standards employees must comply with in
their work and relations with users (respect for confidentiality, politeness, cleanliness, diligence, etc.). The organization’s
code of ethics is different from the codes of ethics that apply to
employees who belong to professional orders (doctors, nurses,
physiotherapists, etc.).
To measure cognitive change, we developed a quiz that contained a few short questions on the contents of the code of ethics, somewhat like the tests administered to students in class to
evaluate their mandatory course readings. Because, with this aspect of appropriation, we only had to assess the degree to which
study participants remembered the key information in the
code (primary rights and responsibilities), we thought a very
simple questionnaire format (the quiz) was adequate, as it has
generally proven effective in assessing this type of “competence”
(memorization of key words). To measure behavioural change,
we opted to use a validated questionnaire: the General Self Efficacy Scale (Scherer et al., 1982). The decision was based on
the fact that, since ethics concerns the way individuals make
practical choices that are influenced by their vision of good and
9
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bad (Gert & Gert, 2002), the capacity to make and take responsibility for these choices will likely be determined by their sense
of self efficacy. A sense of self efficacy fosters achievement and
well-being by prompting individuals to set better goals, persevere, and bounce back from failures (Bandura, 1982). These
dimensions are also essential to what we can term “ethical competency.” We started with the assumption that a high sense
of self efficacy would have a positive impact on the employee’s
ability to handle ethical dilemmas arising in the context of his
or her work. We thus deemed that using the self efficacy questionnaire would make it possible to measure appropriation of
ethical standards behaviourally. Further information on data
collection tools is provided in the following section, which deals
with methodology.
We drew on Robert B. Cialdini’s (2001) persuasive communication model in setting up the experimental design’s communication strategies. The model is made up of six variables: reciprocity, scarcity, authority, consistency, liking and consensus.
Reciprocity is the principle that holds that someone who has
received something (a gift, a favour, etc.) will feel obligated to
give something back. This persuasion technique is often used
by companies that give their customers gifts to encourage them
to buy other products. Scarcity refers to the fact that people
generally place more value on something that is scarcer. That
is what explains the high value of luxury products. The persuasive value of authority plays on the fact that message receivers
often see statements made by people in positions of authority
(scientific experts, for example) as more credible. Consistency
plays on the fact that, in general, people like to be consistent
with what they’ve said or done before. Liking refers to the fact
that people are more willing to follow people that they like or
admire. Advertisers understand this: they choose stars who are
popular with the public for certain causes or products. Lastly,
the consensus variable expresses the effect of social conformity,
which has been measured many times. In other words, people
will tend to follow a group's majority opinion to avoid the psychological pressure that comes from taking a dissenting stance
(Asch, 1955).
We selected the Cialdini model as its efficacy has been empirically validated in a multiplicity of routine contexts (Kenrick, Goldstein & Braver, 2012), including workplaces. It thus
seemed realistic to think that we could set up an experimental
design that drew on persuasion in classical professional situations, such as the relationship between an employer and supervisor, or a team meeting. To measure the effect of persuasive
communication on appropriation, we thus created three experimental conditions, two of which drew directly on the variables in
Cialdini's persuasion model. The first condition is based on authority. In this scenario, we sent an employee an email in which
a hierarchical superior stressed how important the code of ethics is for the organization. An electronic version of the code was
attached to the superior's message. We wanted the second condition to draw on consistency and commitment. We assembled
the group's members at a lunch meeting to discuss the code of
ethics. At the end of the meeting, we asked employees whether
they were prepared to indicate their commitment to the code
of ethics by signing it in front of their co-workers. The third
condition drew on a variable that is not included in the Cialdini
model, but which seemed promising: reflexivity (Gentile, 2010).
We wanted to know whether encouraging employees to take a
critical look at their code of ethics would facilitate appropriation. The third experimental condition seemed essential, in that
it introduced an active, participatory factor into communication
and appropriation of standards. Since it is common in many
http://ejbo.jyu.fi/
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large Western organizations to consult employees on certain
matters and establish fairly egalitarian relations with them, we
thought it important to round out our investigation by drawing
on reflectivity and critical thinking, rather than focusing solely
on passive receipt of a message. Therefore, to measure this aspect, we created a third experimental group in which employees
met once over the lunch hour. At this time, we asked them to
tell us how they would write the code of ethics if a new version was needed. This question prompted them to identify the
strengths and weaknesses of the current version of their code.

Categories

Job titles

N

Clinicians

Spiritual care provider

1

Nurse
Social worker
Occupational therapist

10
14
9

Methodology

Physician
Lawyer
Administrative
personnel

Physiotherapist
Educator
Psychologist
Cytologist
Pharmacist

2
4
2
1
1
1
1
1
2
3
1
24

Population and Sampling

The methodology used was quantitative and experimental
(Cook, Campbell and Shadish, 2002), with a pre-test, post-test
and a control group. Employees were recruited for the study by
means of announcements on the organization's Intranet, as well
as by solicitation in the cafeteria. Our approach was, of course,
approved by the organization’s senior management, as well as
by its research ethics board. The sample covered all of the job
categories within the organization, a health and social services
centre with nearly 5,000 employees located in a major Canadian
city. The only criterion for exclusion was seniority: all employees selected had completed their probationary periods (they
therefore had at least one year of experience with the organization). A total of 119 employees participated in the study (three
experimental groups and one control group). Thirty (30) employees were tested under condition 1, twenty-nine (29) under
condition 2, thirty (30) under condition 3, and thirty (30) were
in the control group. Participants were randomly assigned to
groups. Table 1 provides the employee profile.
Data Collection

The pre-test involved administering two questionnaires just
before the intervention with persuasion techniques. The first
questionnaire was a quiz with ten short-answer questions (one
or a few words) on the content of the code of ethics. It was
designed to measure employees’ knowledge of the code (cognitive aspect of appropriation). Scores on the questionnaire
ranged from 0 to 10. The second questionnaire was the General Self Efficacy Scale, used to measure the behavioural aspect
of appropriation. This questionnaire contains ten statements
that the person must rank using a four-degree Likert scale (1.
strongly disagree 2. disagree 3. agree 4. strongly agree). Accordingly, scores on this questionnaire ranged from 0 to 40. The
post-test involved administering these two questionnaires to
employees again two weeks after the intervention. Members of
the control group were not exposed to a persuasion strategy
and completed the questionnaires two weeks apart (Campbell
& Stanley, 2015). Given the nature of the research design, a
control group was needed to eliminate the bias created by the
fact that performance on the post-test could be influenced by
having been questioned about the code of ethics in the pre-test.
It took members of all groups an average of 5 to 7 minutes to
complete to the questionnaires.
Results

The experimental design involved three independent variables
(the three communication strategies) and two dependent variables (the cognitive and behavioural aspects of appropriation).
In the statistical analysis, we considered each independent variable (communication strategy) separately, as well as each dependent variable (results of the two questionnaires). Because
10

Administrative agents

Pharmacy technician
Managers
Non-management
(directors)
Client service
personnel
Research assistants
Total

Computer analyst
Librarian
Archivist
Medical doctor

Administrative
Clinical

1
13
10
7
9
2
119

Table 1. Employee profile.

we had two measurement times for each experimental group,
we aggregated an overall result for each subject, the positive
or negative change in performance between the pre- and posttests. The aggregated result was obtained by taking the posttest result and subtracting the pre-test result. For example, if
a subject scored 6 on the pre-test and 8 on the post-test, this
subject's aggregate score on the quiz is +2. If the post-test score
was lower than the pre-test score, the aggregate result is negative. We applied this operation to all the experimental groups
and the control group. The calculations yielded a series of aggregated results for each questionnaire that we could compare
with the control group's aggregated results. The operation
made it possible to see whether the change in the test groups
was significantly higher than the change in the control group,
so as to measure whether the communication strategies did, in
fact, have an impact on appropriation.
To measure the impact of each of the three communication
strategies on appropriation, we first performed an ANOVA
with difference scores. Where the results were significant, we
subsequently performed a Dunnett’s post hoc test to assess
whether each communication strategy had a statistically significant impact on the cognitive or behavioural facets of appropriation when compared with the control group (Field, 2013). The
confidence interval used to analyze the result was 95%. The
tables below (Tables 2, 3 and 4) illustrate the results obtained
using SPSS version 25. The first table (Table 2, p. 11) shows
the descriptive statistics, i.e. the average results (using difference scores) obtained for each questionnaire when each of the
persuasive communication strategies was applied. The following table (Table 3, p. 11) shows the statistical results derived
from the ANOVA. The last table (Table 4, p. 12) displays the
results for the Dunnett’s post hoc test. The following section
contains the interpretation of the results (discussion).
http://ejbo.jyu.fi/
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Experimental group

1) Email from a
hierarchical superior
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Test

Mean (M)

N

Standard Deviation (SD)

Quiz

0.77 (0)*

30

1.87

1.87 (1)*

30

2.16

0.2 (0)

30

2.51

0.7 (1)

30

2.34

0.77 (0)

30

1.87

2.17 (1)

29

1.81

0.2 (0)

30

2.51

0.55 (1)

29

2.38

0.87 (0)

30

1.93

2.03 (1)

30

1.66

0.2 (0)

30

2.5

1.03 (1)

30

2.74

GSES

2) Commitment and
signing of the code of
ethics

Quiz

GSES

3) Reflexivity

Quiz

GSES

* : (1) = experimental group; (0) = control group

Table 2. Average variations in results (quiz and General Self Efficacy Scale).

SS

DF

MS

F

P value.

Cognitive Intergroup

38.177

3

12.726

3.572

.016

diff.

Intragroup

409.671

115

3.562

Total

447.849

118

Behavior. Intergroup

19.089

3

6.363

1.019

.387

diff.

Intragroup

718.306

115

6.246

Total

737.395

118

Table 3. Results of ANOVA.
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Dependant
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(1) group

(0) group

MD (1-0)

SD

P value

E-mail

Control group

1.10

0.48

0.067

Commitment

Control group

1.41

0.49

0.014

Reflexivity

Control group

1.33

0.49

0.020

E-mail

Control group

0.77

0.65

0.497

Commitment

Control group

0.62

0.65

0.661

Reflexivity

Control group

1.10

0.65

0.217

variable
Cognitive diff.

Behavior. diff.

Table 4. Results of Dunnett's post hoc test.

Discussion
Statistical Significance

The ANOVA shows that the communication strategies had
a statistically significant impact on cognitive appropriation
(F(3,115) = 3.57, p < 0.05, ω2 = 0.061), but not on behavioural
appropriation (F(3,115) = 1.02, p > 0.05, ω2 = 0.0005). Therefore, in the following step of statistical analysis, we rejected the
behavioural analysis and solely focused on cognitive appropriation. The Dunnett’s post hoc test allowed us to understand
more precisely the effect (on cognitive appropriation) of each
communication strategy by comparing the results of each experimental group with the results of the control group.
For the first experimental group, the sending of an email from
a hierarchical superior had a marginally significant (p value a little higher than 0.05) impact on cognitive appropriation. The
experimental group's difference scores differ, but just marginally, from the control group’s difference scores (MD = 1.10; SD
= 0.49; p = 0.067). For the second experimental group, we also
noted that commitment by signing the code of ethics in front
of co-workers had a statistically significant impact on cognitive
appropriation. The experimental group's scores differ appreciably from the control group’s scores (MD = 1.41; SD = 0,49;
p = 0.014). The results for the third experimental group are
similar to the second experimental condition. The reflexive and
critical aspect we introduced into this condition had a statistically significant impact cognitively. The experimental group's
quiz scores differ from the control group’s scores (MD = 1.33;
SD = 0.49; p = 0.020).
These results partially support the assumption we formulated at the outset. Drawing on specific, proven persuasive communication strategies can improve employee appropriation of
the code, but only cognitively.
Connections with Data from the Literature

Our study shows that authority (to a lesser extent), commitment and reflexivity are communication strategies that have a
positive influence on knowledge of the code of ethics. Commitment and reflexivity were especially effective. This result seems
instructive for organizations that want to implement a code of
ethics with true reach for employees. Although some studies
12

have asserted that the strategy for implementing the code has to
be “top down” (Murphy, 1988), our results indicate that, while
authority might be an effective variable in persuasion (condition 1), it seems wise to help employees appropriate the contents of the code by fostering personal commitment and critical
reflection on the contents they must appropriate. Moreover, a
strategy with a more “bottom up” dynamic is consistent with
more egalitarian, democratic organizational values, which are
more akin to the values practiced in most western societies. Accordingly, while using authority may foster appropriation, this
approach must form part of a communication strategy that is
not one-way.
With respect to study condition 2 (signature of the code
in front of co-workers), in research on a U.S. multinational
in Sweden, Helin and Sandström (2010) pointed to a lack of
buy-in (and thus persuasive value) created by simply signing
the code (electronically in this case), and highlighted the need
to “discuss” the code with employees. Our results confirm that
it is, in fact, desirable for an organization to allow employees to
discuss and reflect on the contents of the code. However, we
also found that the commitment created by signing the code
(condition 2) can be effective if the process of signing the code
occurs face to face, i.e., employees are physically in each other's
presence and witness their co-workers’ commitment. The persuasive value of commitment is well documented in social psychology, in a stream known as “binding communication” (Girandola & Joule, 2012; Girandola & Bernard, 2007).
The results for the first experimental condition applied to
our research subjects also demonstrated that authority (email
to employees from an executive at the establishment) marginally fostered cognitive appropriation. For many decades now,
social psychology has been highlighting the enormous persuasive power authorities have over individuals (Milgram, 1963).
However, the literature on psychology, communications and
ethics does not have much to say about authority’s impact on
appropriation. Education is the area in which we find studies
that have focused on similar issues. For example, there is an
entire stream of “critical pedagogy” that has sought to demonstrate the advantages of lessening the hierarchical relationships
between teachers and students, and of more sustained interactions that allow each party to express their point of view on the
http://ejbo.jyu.fi/
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content of learning and of evaluations (Reynolds, 1999). The
critical reflection engaged in by subjects in our third experimental condition gave them the opportunity to develop a more
“embodied” knowledge, in that critical thinking forced them
to see a very concrete connection between theoretical content
(the standards in the code of ethics) and professional practices.
Learning by exercising critical thinking and reflexive dialogue
is also echoed in pedagogical approaches rooted in social constructionist epistemologies (Cunliffe, 2002). On this issue, voluminous multi-disciplinary literature has been developed to
demonstrate the advantages for learning (Steffe & Gale, 1995).
Study Limitations

We believe our study has three major limitations. However,
it was logistically difficult to work around them. Although we
do not believe the obstacles invalidate our results, they would
clearly have had broader reach if we had had the opportunity
to eliminate them when implementing our experimental design.
The first limitation concerns the first experimental condition, i.e., an email from a hierarchical superior. In the research
design’s conceptualization phase, we asked whether it was better to have an immediate superior send the email to employees
(team leader, for example), or to have it sent by a superior who
was higher in the hierarchy (executive position). Because our
study involved employees across the organization, we decided
that it would be easier to call on an executive who was hierarchically superior to all employees. Doing otherwise would
have increased the study’s logistical complexity considerably, as
we would have had to recruit several team leaders from several
sectors to fulfil the condition. While the results obtained for
condition 1 are significant in terms of cognitive appropriation,
qualitative interviews with employees who participated in the
study (the results of the interviews will be published in another
article) showed us that employees were more sensitive to the
authority of hierarchical superiors they worked with regularly.
We can therefore consider that the results would likely have
been even better if we had been able to have them participate.
The study’s second limitation concerns the dimensions of
the communication we tested. Our experimental design only
allowed us to measure the sender-receiver communication dynamic from a persuasion perspective. Obviously, an organization’s communications environment can be much broader. All
elements pertaining to the context of the relationship between
the actors, and the dimensions of interpersonal communication
that go beyond simple persuasion must be considered by the organization if it wants to communicate with its employees effectively. That being said, as with most empirical studies, we opted
to limit the study goal to certain key variables that could be
isolated and measured within the context of our experimental
design. Once again, however, the group interviews conducted
with research subjects after the project’s quantitative phase provide us with some intriguing, broader indications as to what the
organization should do to mobilize employees around ethics.
Finally, the third limitation concerns the nature of the research design we used. Our results allow us to assert that authority, commitment and critical reflection contribute to cognitive appropriation of the code of ethics. However, the temporal
horizon over which research subjects were tested in our three
experimental conditions was relatively short. We exposed them
to persuasion strategies, then tested them again two weeks later.
As a result, we cannot know how retention of the information
evolves over time, nor how many times a message must be repeated for it to be heard, without saturating the employees.
During the group interviews, one employee mentioned various
13
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strategies that need to be repeated several times a year. For the
strategy to be optimal, it would be better to measure the longerterm effectiveness of communication strategies using a longitudinal research design. Although these designs are very rich in
data, they are costlier to implement and more complex logistically, as it is hard to mobilize an organization's employees for a
study lasting several months. It would have been nearly impossible with the organization we worked with, and we believe we
would have lost many participants along the way (they would
have dropped out because of a lack of time).
Conclusion
Despite the limitations we have described, we believe our study’s
results can help develop a communication strategy that could be
effective for organizations that want to foster implementation
of a code of ethics with a real influence on employees. By engaging key organizational leaders with authority over their colleagues, by fostering employee commitment to each other, and
by encouraging them to think critically, organizations can give
their communications persuasive force that benefits appropriation. Persuasion must not be reduced to an obscure force that
manipulates people to rob them of their freedom to decide, as is
too often asserted (Bernays, 1928). Here, persuasion is understood as a form of communication that does strive to convince,
but within a logic of free and informed consent; the only form
that can promote stable, lasting employee buy-in to their code
of ethics. The variables of authority and commitment help a
message sender stress its importance. For its part, critical thing
enables more egalitarian two-way communication, as well as
appropriation by means of active learning. Naturally, strategies
that use persuasion must be part of a broader program, in which
the organization's culture and efforts that are repeated over the
long term play a key role.
Moreover, it is important to remember that there are two
components to appropriation: cognitive and behavioural. Although the cognitive component is an interesting jumping off
point in developing a strong ethical cultural within an organization, the fact remains that ethics is primarily about the ability
to take appropriate action. Our study shows that it is not that
difficult to produce a positive change in knowledge. Behavioural
change is more complex, however. In particular, it demands a
more substantial investment of time and money from organizations. Given that most organizations have limited financial
means, the situation creates a dilemma on the place ethics, or,
more specifically, the code of ethics, should have in the hierarchy of priorities. That being said, we believe that, in addition to
contributing to the understanding of the connection between
communication and organizational ethics, our study has, in the
area of methodology, successfully put forward a measurable,
operational conceptualization of appropriation.
In light of these conditions, we believe that three lines of research could provide an interesting complement to this study.
They are related to the limitations we noted. The perspective
on the communication developed in the study’s conceptual
framework was more focused on the influence relationship between the message's sender and receiver, i.e. on a fairly positivistic epistemological perspective (input-output). One strong
complement would be to use a more phenomenological perspective, in which the employee's perspective and way of perceiving the influence of the message on his or behaviour would
be questioned. Through the employee’s gaze, a number of highly practical considerations could emerge, helping the organization to refine its message. A phenomenological study could also
http://ejbo.jyu.fi/
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help grasp how the employee gives meaning to the standards
applied in the concrete work situation. The advantage of such
a study would be that it would go beyond a purely prescriptive, undifferentiated vision of the code of ethics to establish a
“map” of the standards based on their “saliency,” i.e. their effective capacity to mobilize employees around practices that are
oriented on strong ethical values (respect, harmony, autonomy,
etc.). Among other things, given the central role of message retention in understanding its effectiveness, it would be desirable
to be able to conduct a longitudinal study of the issues associated with communication and appropriation. However, as we
explained, this type of design would be fraught with difficulties. Lastly, since organizations must operate within a complex,
highly diversified environment, where every dollar has to count,
more in-depth studies could be conducted using samples that
are stratified based on diverse characteristics (sex, age, culture,
beliefs, etc.). This valuable information would probably keep
organizations from using communications strategies that are
insufficiently tailored to the evolving context in which they operate.
Compliance with ethical standards:
All procedures performed in studies involving human participants were in accordance with the ethical standards of the institutional and/or national research committee and with the 1964

Vol. 26, No. 1 (2021)

Helsinki declaration and its later amendments or comparable
ethical standards.
Informed consent was obtained from all individual participants included in the study.
Data availability statement:
The data set used for this research can be available upon request.
Acknowledgements:
This research was supported by the Centre intégré de santé
et de services sociaux de Laval (Québec, Canada). We thank
our colleagues from le Centre d’éthique who provided insight
and expertise that greatly assisted the research. We would also
like to express our sincere gratitude to the Fonds québécois de
recherche sur la société et la culture for the generous funding
granted to this project (grant number: 190864).
Conflict of Interest:
Yanick Farmer declares that he has no conflict of interest. Michelle Pimont declares that she has no conflict of interest.

References
Adam, A. M. and Rachman-Moore, D. (2004), “The methods used
to implement an ethical code of conduct and employee attitudes”,
Journal of Business Ethics, Vol. 54 No. 3, pp. 225-244.
Adelstein, J. and Clegg, S. (2016), “Code of ethics: A stratified vehicle for
compliance”, Journal of Business Ethics, Vol. 138 No. 1, pp. 53-66.
Asch, S. E. (1955), “Opinions and social pressure”, Scientific American,
Vol. 193 No. 4, pp. 31-35.
Ashforth, B. E., Gioia, D. A., Robinson, S. L. and Trevino, L. K. (2008),
“Re-viewing organizational corruption”, Academy of Management
review, Vol. 33 No. 3, pp. 670-684.
Austin, J.L. (1962), How to do things with words, Clarendon Press,
Oxford.
Bazerman, M. H. and Banaji, M. R. (2004), “The social psychology of
ordinary ethical failures”, Social Justice Research, Vol. 17 No. 1, pp.
111-115.
Bandura, A. (1982), “Self-efficacy mechanism in human agency”,
American psychologist, Vol. 37 No. 2, pp. 122-147.
Bendor, J. and Swistak, P. (2001), “The evolution of norms”, American
Journal of Sociology, Vol. 106 No. 6, pp. 1493–1545.
Bernays, E. (1928), Propaganda, Ig Publishing, New York, NY.
Berrone, P., Surroca, J. and Tribó, J. A. (2007), “Corporate ethical
identity as a determinant of firm performance: A test of the
mediating role of stakeholder satisfaction”, Journal of Business
Ethics, Vol. 76 No.1, pp. 35-53.
Brass, D. J., Butterfield, K. D. and Skaggs, B. C. (1998), “Relationships
and unethical behavior: A social network perspective”, Academy of
Management Review, Vol. 23 No. 1, pp. 14-31.
Brown, M. E., Treviño, L. K. and Harrison, D. A. (2005), “Ethical
leadership: A social learning perspective for construct development
and testing”, Organizational behavior and human decision processes,
vol. 97 No. 2, pp. 117-134.
Brunton, M. and Eweje, G. (2010), “The influence of culture on ethical
perception held by business students in a New Zealand university”,
14

Business Ethics: A European Review, Vol. 19 No. 4, pp. 349-362.
Campbell, D. T. and Stanley, J. C. (2015), Experimental and quasiexperimental designs for research, Ravenio Books, New Jersey, NJ.
Cialdini, R. B. (2001), “The science of persuasion”, Scientific American,
Vol. 284 No. 2, pp. 76-81.
Cialdini, R. B., Kallgren, C. A. and Reno, R. R. (1991), “A focus theory
of normative conduct: A theoretical refinement and re-evaluation
of the role of norms in human behavior”, in Zanna, M.P. (Ed.),
Advances in experimental social psychology, Academic Press, San
Diego, CA, pp. 201-235.
Cleek, M. A. and Leonard, S. L. (1998), “Can corporate codes of ethics
influence behavior?”, Journal of business ethics, Vol. 17, No. 6, pp.
619-630.
Cook, T. D., Campbell, D. T. and Shadish, W. (2002), Experimental
and quasi-experimental designs for generalized causal inference,
Houghton Mifflin, Boston, MA.
De Waegeneer, E., Van De Sompele, J. and Willem, A. (2016),
“Ethical codes in sports organizations: Classification framework,
content analysis, and the influence of content on code effectiveness”,
Journal of business ethics, Vol. 136, No. 3, pp. 587-598.
Dunlop, P. D. and Lee, K. (2004), “Workplace deviance,
organizational citizenship behavior, and business unit performance:
The bad apples do spoil the whole barrel”, Journal of organizational
behavior, Vol. 25 No. 1, pp. 67-80.
Ellman, M. and Pezanis-Christou, P. (2010), “Organizational
structure, communication, and group ethics”, American Economic
Review, Vol. 100 No. 5, pp. 2478-91.
Field, A. (2013), Discovering statistics using IBM SPSS statistics, Sage
Publications, London.
Frankel, M. S. (1989), “Professional codes: why, how, and with what
impact?”, Journal of business ethics, Vol. 8 No. 2-3, pp. 109-115.
Gentile, M.C. (2010), Giving voice to values: how to speak your mind
on what’s right, Yale University Press, New Haven, CT.
http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Gert, B. and Gert, J. (2002), “The definition of morality”, Stanford
Encyclopedia of Philosophy” Available https://plato.stanford.edu/
entries/morality-definition/
Gino, F., Gu, J. and Zhong, C. B. (2009), “Contagion or restitution?
When bad apples can motivate ethical behavior”, Journal of
Experimental Social Psychology, Vol. 45 No. 6, pp. 1299-1302.
Girandola, F. and Joule, R. V. (2012), “La communication
engageante: aspects théoriques, résultats et perspectives”, L’Année
psychologique, Vol. 112 No. 1, pp. 115-143.
Goetsch, D. L. and Davis, S. B. (2014), Quality management for
organizational excellence, Pearson, Upper Saddle River, NJ.
Helin, S. and Sandström, J. (2007), “An inquiry into the study of
corporate codes of ethics”, Journal of Business Ethics, Vol. 75 No. 3,
pp. 253-271.
Johnson, C. E. (2007), Ethics in the workplace: Tools and tactics for
organizational transformation, Sage Publications, London.
Jones, E., Watson, B., Gardner, J. and Gallois, C. (2004),
“Organizational communication: Challenges for the new century”,
Journal of Communication, Vo. 54 No. 4, pp. 722-750.
Kenrick, D. T., Goldstein, N. J. and Braver, S. L. (Eds.) (2012), Six
degrees of social influence: Science, application, and the psychology
of Robert Cialdini, Oxford University Press, New York, NY.
Kerr, N. L., Rumble, A. C., Park, E. S., Ouwerkerk, J. W., Parks, C. D.,
Gallucci, M. and van Lange, P. A. (2009) “How many bad apples
does it take to spoil the whole barrel? Social exclusion and toleration
for bad apples”, Journal of Experimental Social Psychology, Vol. 45
No. 4, pp. 603-613.
Kaptein, M. (2011), “Toward effective codes: Testing the relationship
with unethical behavior”, Journal of Business Ethics, Vol. 99 No. 2,
pp. 233-251.
Kaptein, M. and Schwartz, M. S. (2008), “The effectiveness of business
codes: A critical examination of existing studies and the development
of an integrated research model”, Journal of Business Ethics, Vol. 77
No. 2, pp. 111-127.
Kulik, B. W., O’Fallon, M. J. and Salimath, M. S. (2008), “Do
competitive environments lead to the rise and spread of unethical
behavior? Parallels from Enron”, Journal of Business Ethics, Vol. 83,
No. 4, pp. 703-723.
Lapinski, M. K. and Rimal, R. N. (2005), “An explication of social
norms”, Communication Theory, Vol. 15 No. 2, pp. 127–147.
Mayer, D. M., Kuenzi, M., Greenbaum, R., Bardes, M. and Salvador,
R. B. (2009), “How low does ethical leadership flow? Test of a
trickle-down model”, Organizational behavior and human decision
processes, Vol. 108, No.1, pp. 1-13.
Milgram, S. (1963), “Behavioral study of obedience”, The Journal of
abnormal and social psychology, Vol. 67 No. 4, pp. 371-378.
Montoya, I. D. and Richard, A.D. (1994), “A Comparative Study of
Codes of Ethics in Healthcare Facilities and Energy Companies”,
Journal of Business Ethics, Vol. 13 No. 9, pp. 713-717.
Moscovici, S. (1976), Social influence and social change, Academic
Press, London.
Müller, R., Andersen, E. S., Kvalnes, Ø., Shao, J., Sankaran, S., Rodney
Turner, J. and Gudergan, S. (2013), “The interrelationship of
governance, trust, and ethics in temporary organizations”, Project
Management Journal, Vol. 44, No. 4, pp. 26-44.
Murphy, P. E. (1995), “Corporate ethics statements: Current status
and future prospects”, Journal of Business Ethics, Vol. 14 No. 9, pp.
727-740.
Murphy, P.E. (1988), “Implementing Business Ethics”, Journal of
Business Ethics, Vol. 7 No. 12, pp. 907-915.

15

Vol. 26, No. 1 (2021)

O'Boyle, E. H., Forsyth, D. R. and O'Boyle, A. S. (2011), “Bad apples
or bad barrels: An examination of group-and organizational-level
effects in the study of counterproductive work behavior”, Group &
Organization Management, Vol. 36 No.1, pp. 39-69.
Parker, A. and Sedgwick, E. K. (2013), Performativity and
performance, Routledge, London.
Reynolds, M. (1999), “Critical reflection and management education:
Rehabilitating less hierarchical approaches”, Journal of Management
Education, Vol. 23 No. 5, pp. 537-553.
Schwartz, M. S. (2004), “Effective corporate codes of ethics: Perceptions
of code users”, Journal of business ethics, Vol. 55 No. 4, pp. 321-341.
Searle, J. (1969), Speech Acts: An Essay in the Philosophy of Language,
Cambridge University Press, Cambridge.
Sherer, M., Maddux, J. E., Mercandante, B., Prentice-Dunn, S., Jacobs,
B. and Rogers, R. W. (1982), “The self-efficacy scale: Construction
and validation”, Psychological reports, Vol. 51, No. 2, pp. 663-671.
Stansbury, J. and Barry, B. (2007), “Ethics programs and the paradox of
control”, Business Ethics Quarterly, Vol. 17, No. 2, pp. 239-261.
Steffe, L.P. and Gale, J. (1995), Constructivism in Education,
Routledge, London.
Stevens, B. (2008), “Corporate ethical codes: Effective instruments for
influencing behavior”, Journal of Business Ethics, Vol. 78 No. 4, pp.
601-609.
Stöber, T., Kotzian, P. and Weißenberger, B. E. (2019), “Culture
follows design: Code design as an antecedent of the ethical culture”,
Business Ethics: A European Review, Vol. 28, No. 1, pp. 112-128.
Tajfel, H. (1981), “Social stereotypes and social groups”, in Turner, J.C.
and Giles, G. (Eds.), Intergroup behaviour, Blackwell, Oxford, pp.
144-167.
Tenbrunsel, A. E., Smith-Crowe, K. and Umphress, E. E. (2003),
“Building houses on rocks: The role of the ethical infrastructure in
organizations”, Social justice research, Vol. 16, No. 3, pp. 285-307.
Thoroughgood, C. N., Hunter, S. T. and Sawyer, K. B. (2011), “Bad
apples, bad barrels, and broken followers? An empirical examination
of contextual influences on follower perceptions and reactions to
aversive leadership”, Journal of business ethics, Vol. 100 No. 4, pp.
647-672.
Treviño, Weaver and Reynolds (2006), “Behavioral Ethics in
Organizations: a Review”, Journal of Management, Vol. 32 No. 6,
pp. 951-990.
Vadera, A. K., Aguilera, R. V. and Caza, B. B. (2009), “Making sense of
whistle-blowing's antecedents: Learning from research on identity
and ethics programs”, Business Ethics Quarterly, Vol. 19 No. 4, pp.
553-586.
Valentine, S. and Fleischman, G. (2008), “Ethics programs, perceived
corporate social responsibility and job satisfaction”, Journal of
business ethics, Vol. 77 No. 2, pp. 159-172.
Victor, B. and Cullen, J. B. (1987), “A theory and measure of ethical
climate in organizations”, Research in corporate social performance
and policy, Vol. 9, No. 1, pp. 51-71.
Warren, D. E., Gaspar, J. P. and Laufer, W. S. (2014), “Is formal ethics
training merely cosmetic? A study of ethics training and ethical
organizational culture”, Business Ethics Quarterly, Vol. 24, No. 1,
pp. 85-117.
Weeks, W. A. and Nantel, J. (1992), “Corporate codes of ethics and
sales force behavior: A case study”, Journal of Business Ethics, Vol.
11 No. 10, pp. 753-760.
Wimbush, J. C. and Shepard, J. M. (1994), “Toward an understanding
of ethical climate: Its relationship to ethical behavior and supervisory
influence”, Journal of Business ethics, Vol. 13, No. 8, pp. 637-647.

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Vol. 26, No. 1 (2021)

Authors
Yanick Farmer, Associate Professor, Department of Social and Public Communication, Université du Québec à Montréal, Montreal (Quebec),
Canada, H3C 3P8, farmer.yanick@uqam.ca, (001) 514-987-3000 ext. 5086.
Michelle Pimont, Research Associate, Centre d'éthique, Hôpital Cité-de-la-Santé, Laval (Quebec), Canada, H7M 3L9, mpimontb@gmail.com.
16

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Vol. 26, No. 1 (2021)

Refining the Economic Dimension
of Carroll's CSR Pyramid by Taking
Organization Form into Account
Antti Talonen
Iiro Jussila
Pasi Tuominen
Olli-Pekka Ruuskanen

Abstract
In 1991, Archie Carroll presented
the CSR pyramid, which has since
become a widely recognised
conceptualisation of corporate social
responsibility. Responding to recent
suggestions that understanding
of the pyramid should be
evaluated with regard to particular
organisational contexts, the paper
proceeds from awareness that
not all corporations are owned by
shareholders. Analysing qualitative
data from consumer co-operatives,
the authors conceptualise the
economic responsibilities of these
and consider them in light of prior
definition of corporate economic
responsibilities, to abstract a more
general definition of corporate
economic responsibility. The article
is, to authors knowledge, the first
one to address the implications of
organizational form in economic
responsibilities of a company.
Key Words: Corporate social
responsibility, economic
responsibility, CSR, co-operatives,
cooperatives, ethics

17

Introduction
Corporate social responsibility (CSR)
has been an important concept in theory and practice for nearly 70 years. The
traditional ethos of CSR stems from an
idea that corporations have further obligations alongside economic and legal
ones (e.g., McGuire, 1963; Schwartz &
Saiia, 2012). Scholarly attention over
the years has led to various definitions
and approaches emerging, with one of
the most important and well-regarded
conceptual frameworks for CSR being
that developed in Archie Carroll’s article
on the topic in 1991 (e.g., Visser, 2006).
Constructed in the form of a pyramid,
this four-dimension model was aimed
at illustrating the whole of CSR. Ever
since, the CSR pyramid has attracted
interest from scholars around the world.
While this model’s applicability across
contexts is well recognised, modifications
are often needed for particular contexts.
For example, in Europe and Africa the
levels of the pyramid may vary in significance (Crane & Matten, 2007; Visser,
2011), and Spence (2016) as well as Lu
et al. (2020) have considered the pyramid
from the perspective of SMEs.
Furthermore, Carroll himself has suggested, in a 2016 article, that there is a
need to consider how the pyramid should
be understood in alternative organisational contexts. He states that the ‘original pyramidal depiction of CSR […] was
clearly done with American-type capitalistic societies in mind’ (p. 7), alluding to
a conflict of interest between owners/investors and other company stakeholders
that constitutes a widely recognised dilemma in discussion of CSR (e.g., Crane
et al., 2008; Lehtimäki et al., 2011).
Encouraged by Carroll’s recent remarks, we applied our awareness that
not all corpora¬tions are shareholderowned (Hansmann, 1996) in following
B. Flyvbjerg’s recommendation (2006)
for taking one particular form of incorporation as an example to challenge the
idea of profit maximisation as the purpose of corporations and, with it, the
corresponding definition of economic

responsibility. We draw on lessons from
the context of co-operatives – a unique
and widespread form of corporation conceptually enshrining a specific set of ideas
and principles (Jussila, 2013; Novkovic,
2008) – in applying analysis of empirical
qualitative data from consumer co-operatives to conceptualise their economic
responsibilities. The data consisted all
together 42 interviews of representatives
of consumer co-operatives’ top management and administration. Comparing
these with standard definition of corporate economic responsibility, we abstract
a more general definition of CSR.
Our analysis is of the economic dimension of the pyramid. This project can be
seen as a justifiable first step since that
dimension forms the base for dimensions
at higher levels (e.g., Carroll, 1979). In
more revelatory terms, the differences
emerging between forms of corporations
imply that the prevailing conceptualisation of CSR (Carroll, 1991; Schwartz &
Carroll, 2003) is actually a sub-construct
and that higher-level abstraction can be
reached. By uncovering this, we help
change thinking in the field, not via an
anti capitalist trick but with a celebration
of variety.
The research questions guiding us
toward these ends are simple: 1) what
are the economic responsibilities of customer-owned consumer co-operatives
(COCs), and 2) what constitute general
corporate economic responsibilities? We
begin with scene-setting, by defining consumer co-operatives and explicating their
role in illustrating the influence of alternative company forms in the CSR pyramid. The methodology section specifies
sub-questions that informed the project’s
path and the process through which
the research questions were answered
through empirical findings. We then
present the findings, discuss them, and
articulate our conclusions. As the reader
may have deduced, our scope is limited to
addressing the idea that the corporation
is a tool for the principals (shareholders
or consumer-owners) to pursue their
economic self-interest (Jensen & Meckling, 1976).
http://ejbo.jyu.fi/
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Literature Review
Carroll's CSR Pyramid

Carroll’s CSR pyramid is one of the most distinguished and
cited frameworks to construe the whole of corporate social responsibility (Visser, 2006). The big idea behind it argues that
companies have categorically several responsibilities in relation
to society, and these can be divided in economic, legal, ethical,
and philanthropic expectations (Carroll, 1991). As Aupperle et
al. (1985) state, these four categories form interrelated but at
the same time independent conceptual components of corporate responsibility. As such, the components can be approach
together or separately. In light of Carroll’s statement that ‘the
first and foremost social responsibility of business is economic in nature’ (1979, p. 500), we find CER as a natural starting
point for analysing the influence of organizational form on Carroll’s CSR pyramid.
Carroll himself (2016, p. 3) states that economic responsibility is “fundamental condition or requirement of existence,
[and] businesses have an economic responsibility to the society
that permitted them to be created and sustained”. According
to this idea, businesses are not able to act (responsibly) in a
society without being profitable and ensuring their long-term
existence. Making profit is also a vital mean to incentivize investors to invest money in production of goods and services that
create value for society and consumers (ibid.). As Carroll sees
economic responsibility of making profit as ensuring the longterm existence of companies and incentivization of investors,
we argue that in case of consumer co-operatives the aspect of
incentivization does not hold. We turn into explaining our position next.
Co-operative as a Company Form

Co-operatives are an example of member-owned ‘big business
of a distinctly modern type’ and represent ‘a substantial share
of the economy in most developed market economies’ (Hansmann, 1999, p. 387). Worldwide, co-operative organisations
boast more than 1,000 million member-owners and provide 100
million jobs (International Co-operative Alliance, 2019). Most
importantly, profit maximisation is not the purpose of a co-operative, but rather the value created for its’ member-owners as
servies users (cf. Michelsen, 1994; Talonen et al., 2016; 2018).
Co-operatives come in several forms, depending on the stakeholder group that owns them (cf. Talonen, 2018, p. 22). A traditional categorization of these organizations includes producer-owned (e.g. Figueiredo and Franco, 2018; Ponte and Ewert,
2009), employee-owned (Webb and Cheney, 2014; Clamp and
Alhamis, 2010) and consumer-owned co-operatives (COC,
e.g. Hilson, 2018; Ekberg, 2012). While hybrid co-operatives
(with more than one stakeholder group as owners) can be established, having only one stakeholder group as owner enables
the company to focus on more homogeneous owner-interests.
Furthermore, COCs can be divided in retail co-operatives (e.g.
Hingley et al., 2011), co-operative banks (e.g. Groeneveldt and
Vries, 2009; Lomi, 1995), and mutual insurane companies (e.g.
Talonen, 2016; Hansmann, 1985). Thus, analysis can be done
by taking the industry specific characteristics into account or by
analysing COCs as a one group of co-operatives that are owned
by their customers. The latter approach puts emphasis in analysing the common features of different COCs, which is the level of analysis that we have chosen. Consequently, our findings
and conclusions are valid for all COCs although the empirical
data is drawn from a retail co-operative.
As an abstract entity, a COC can be defined as consumer18
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owners’ tool to get access to a) services and goods that are needed but not otherwise provided in the market and/or obtain b)
services and goods at fair prices whereas the prices are not fair in
the absence of a co-operative entity (Jussila et al., 2008). In that
regard, the idea of COCs is to run businesses ‘not oriented towards earnings in terms of money only, but on members’ “earnings” in terms of concrete services’ (Michelsen, 1994, p. 23).
Therefore, because the owners’ primary role in this model of
corporation is that of a user, not a shareholder (or trader), and
since the model is oriented not toward profits and higher (or
changing) stock prices but toward better terms of trade for the
consumers (Borgen, 2004; Spear, 2004), corporate economic
responsibilities different from those presented in Carroll’s 1991
work are to be found. Thereby, discussion of co-operatives’
purpose and responsibilities can be nurtured more broadly, and
scholars can develop metrics by which the workings of COCs’
CSR activities can be evaluated – one not bound up with the
market value of the firm (Mackey et al., 2005).
Methodology
To pinpoint knowledge gaps and begin filling them in detail
(Siggelkow, 2007), we chose to build our research in the form
of a case study (Eisenhardt & Graebner, 2007). Following an
interpretive research approach (Van Maanen, 1979), we gave
a voice to key representatives of top management and governance bodies, to afford an insider perspective on the purpose and
responsibilities of consumer co-operatives. Their ideas, associations, and analyses provide the cases in our study.
Through our research setting of consumer co-operatives in
Finland’s S Group associa¬tion, we join the researchers who
use Finnish data to inform administrative science (e.g., Vaara,
2001; 2003; Vaara & Tienari, 2002). The choice of country is
quite noteworthy with regard to the aims of our study. In a little
over a century, Finnish retail co-operation has come a long way,
from small village co-operatives to large-scale businesses, and
the S Group – with a mission statement referring to a quest for
customer-owner value – is often presented as the most successful example.
At the end of 2018, the S Group had almost 2.4 million
members (where the entire population of Finland came to approximately 5.5 million) and was the country’s market leader
for daily consumer goods, with an exceptionally high market
share: 46.4% in 2018. Financially, the group is on solid footing. In 2018, the S Group’s retail sales amounted to EUR 11.5
billion and its total profit before extraordinary items was 355
million euros. Members were paid 372 million euros in ‘bonuses,’ and the group’s investments totalled 589 million euros (S
Group, 2019).
Collection of the Data

Our research can be seen as longitudinal in that the process began back in 2004 with pilot interviews (see Fielding, 1993) involving co-operation researchers and also former managers and
board members of S Group member co-operatives. The main
objective for these interviews, which the first author conducted
with an interview guide rooted in inductive thematic analysis of
non academic literature on the ideas and principles of co-operation, was to gain knowledge and understanding of the research
context and to ascertain the research questions’ relevance to the
interviewees. To afford a comprehensive picture of COCs and
their purpose, the selection of interviewees was based on candidates’ track record and their known expertise in co-operative
organisations. In other words, we used information-oriented
http://ejbo.jyu.fi/
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selection (Eisenhardt & Graebner, 2007; Flyvbjerg, 2006).
To develop our understanding of consumer co-operation
further, the first two authors continued the process with additional tape-recorded thematic interviews (see Silverman, 1997),
in 2005. These were followed, in 2007, with a research assistant’s in-depth interviews of 22 people who each chaired the
supervisory board of an S Group co-operative. These subjects
were chosen because they regularly engaged in abstraction processes focused on the purpose and economic responsibilities of
COCs – the boards are responsible for defining the respective
organisations’ frameworks for strategy. At that stage, the idea
motivating this paper was already forming.
The body of qualitative data (e.g., Denzin & Lincoln, 1994)
analysed in our process was amassed from considerable archival
material (e.g., annual reports, books, and personnel magazines)
and the above-mentioned 42 interviews with experts in co-operation and actors representing various levels and areas within
the organisations (several CEOs, the 22 supervisory board
members of individual co-operatives, and managers of the association of co operatives).
Such factors as the networks involved made it especially important to assure interviewees’ anonymity. This was handled
in all stages through an oral agreement, usually supported by
a briefing on research ethics. As for other material, the interpretation in our first order analysis of the agency-theory-linked
purpose and economic responsibilities of COCs gave a voice to
only the interviewees, not producers of other source material
(the creators of the archived textual material). However, the
formulation of more theoretical interpretations (Van Maanen,
1979) was informed by all the data, with the interview content
still in the primary role (as the unit of analysis).
The Analysis Process

In 2012, we conducted theoretical analysis of the data, using
Carroll’s (1991) definition of corporate economic responsibility (CER) as the basis for the following specific sub questions:
1) For satisfying the immediate expectations of the consumerowners, what is important in COCs’ performance? 2) What is
important with regard to COCs’ commitment if one wishes to
ensure the capacity to satisfy consumer-owner expectations in
the long term? 3) What is vital in a COC’s market strategy for
creating value for consumer-owners? 4) What efficiency-related
elements are key to creation of consumer-owner value? 5) Finally, for generating that value, what is important in terms of
the chosen concept of success?
In the attempt to construct a valid and reliable study, the first
two authors began by examining the data systematically to arrive at a preliminary understanding of economic responsibilities
in this particular context. Next, we organised the data along
the outlines provided by Carroll in 1991. The aim of this analysis was to capture important aspects in relation to the above
sub-questions. More detailed analysis followed, in which we
intertwined our data with literature on corporate economic
responsibility and corporate purpose with regard to consumer
co-operation. To afford development of a trustworthy analysis procedure, we met to discuss the data and our interpretations to ascertain whether we agreed on the inclusion of data
connected with particular themes. Also, our understanding of
Carroll’s model developed through the interplay of data, literature, and emerging theory, with several reorganisations and
clarifications emerging (Eisenhardt & Graebner, 2007). This
process included iterative and joint writing. Finally, researcher
triangulation entailed a third and fourth author joining our effort – with the preparation of this manuscript representing the
19
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ultimate outcome.
Before we turn our attention to the findings, it should be noted also that the analysis process included the first two authors
engaging in several discussions with S Group executives and
other co-operation experts (e.g., leaders of the Pellervo Confederation of Finnish Cooperatives) to check the interpretations
formed. The findings and theoretical formulations presented
in the paper were presented to co-operative practitioners at a
governance seminar too. The feedback indicated both insider
agreement with our interpretations and excitement about our
formulations.
The Findings
This section presents ideas as to COCs’ economic responsibilities as derived from our data and ties them in with earlier concepts of CER. Our discussion is anchored in Carroll’s five components of CER, which formed the basis for our study. As this
discussion unfolds, we elaborate an aggregate conceptualisation
of CER that fits the agency-theoretical purpose of COCs.
Satisfying the Owners' Immediate Expectations

In his 1991 definition of economic responsibilities, Carroll
maintains: ‘It is important to perform in a manner consistent
with maximizing earnings per share’ (p. 40). Relative to our first
sub-question, this notion seems to reflect the agency-theoretical
purpose of shareholder corporations (Friedman, 1970; Jensen
& Meckling, 1976), highlighting the central place of financial
capital, the role of the shareholders as providers of that capital, the criteria employed in rewarding the principals for their
contribution, and the role of profit as the foundation for the
rewards. According to R.F. Duska (1997), shareholders ‘don’t
usually ask what goods or services the companies they invest
in produce, but rather inquire what return on their investment
the company pays’ (pp. 1401–1402). Accordingly, maximising
earnings per share is linked to the immediate expectations of
the shareholders (and market analysts; see Mintzberg et al.,
2002). As the portion of a company’s profit allocated to each
outstanding share of common stock, per-share earnings are also
among the key factors in stock prices (Bierman & Hass, 2009)
– a variable of continuous concern for managers of shareholder
corporations (Davis, 2009).
According to our informants, the agency-theoretical purpose
of COCs is very different from that of shareholder corporations
and integral to the mechanisms via which the owners (principals) benefit. As one interviewee articulated,
[w]hen members start a co-operative, they start it not for
showing profits but for producing services and benefits for
themselves […]. It gives the possibility of using the services,
and the more they use them the more they benefit […]. If the
co-operative happens to show a profit, members may return
that to themselves. But in listed companies the usage of services
does not normally have a function; in them, you just think about
how much of a dividend you get for your shares and how the
share price develops […]. That is a totally different philosophy.

This is consistent with J. Michelsen’s (1994) statement that in
co-operatives ‘it is members’ needs rather than the amount of
capital they have invested which constitute the material foundation of the enterprise’ (p. 23). According to P. Normark (1996),
this distinction is one of the key differences between COCs
and shareholder corporations. As the above extract illustrates,
the idea is that consumers pool their limited capital resources
http://ejbo.jyu.fi/
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(participation shares) in the co-operative primarily to create potential for benefits through use. The participation-share-based
compensation is typically limited (Jussila et al., 2008); that is,
the role of user predominates over that of shareholder. On the
other hand, a similarity exists in that the owners’ rights are central to defining the corporate purpose, as this comment from
the interview data attests:
Ownership brings a right for benefits; [it] guarantees services.

It is noteworthy that, since ‘owners cannot generally sell their
shares at a market price’ (Nilsson, 2001, p. 336), speculative
trade is removed from the picture. Instead of buying and selling in the financial markets (a typical household activity in a
finance-driven economy; see Davis, 2009), member-owner
households concentrate on transacting in the consumer market,
accumulating benefits through the use of their co-operative’s
services. Hence, the co-operative has a responsibility ‘to conduct concrete activities in such a way as to maximize satisfaction of members’ needs’ (Michelsen, 1994, p. 23), as highlighted
by one informant:
We are not merely to maximise the bottom line
of the co-operative; for us, it is more important to maximise the service for the member.

As the members’ needs are satisfied in transactions between
member and co-operative, it is vital that a COC perform in
such a manner as to maximise the member benefits per transaction. In our data, the benefits (i.e., better terms of trade) are
identified as including, for example, a more extensive network
of shops, better assortments, lower prices, better bonuses, and
patronage refunds. The insignificance of shareholding as a basis
for rewarding individuals is highlighted by the fact that retained
profits are common property, to which no individual member
has a right (Nilsson, 2001).
Securing the Capacity for Long-Term Value Creation

As for our second sub-question, Carroll states: ‘It is important
to be committed to being as profitable as possible’ (1991, p. 40).
The rationale for this responsibility is explained by I. Wilson:
‘[T]he private corporation must be a profit-making organization. Without profit, its existence will be brief and troubled’
(2004, p. 23). A highly profitable corporation is not only likely
to survive but capable of rewarding the shareholders in the future with large returns on their investment.
In other words, this component is future-oriented and directs attention to the decisions that are going to affect company
profitability. As posited by Schwartz and Carroll (2003), an organisation’s actions fall outside the economic domain of CSR
‘if they are not intended to maximize profit (or minimize loss)
when a more profitable alternative exists’ (p. 509). Among the
possible manifestations of commitment to being as profitable
as possible are closing down unprofitable factories and moving low-profit operations to more profitable markets (Davis,
2009). This focus encourages expectations of higher earnings
per share, another key factor in determination of stock prices
(Bierman & Hass, 2009). Positive reactions of the stock market
to such decisions provide evidence of this every day.
As indicated above, co-operatives do not create value for the
consumer-owners primarily through profit. Rather, this is done
by creating transaction benefits for them. Therefore, profitability plays a different role in COCs than in shareholder corporations. Since ‘it is the household’s bottom line that is [of] prima20
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ry interest to the owners of a consumer co-operative’ (Jussila et
al., 2008, p. 33), there is no use in making the greatest possible
profit in transactions with the customers. In consequence, an
activity of a COC that is not aimed at maximising profit (directly or indirectly) is not, as Schwartz and Carroll’s (2003)
work might lead one to conclude, indicative of a non-economic
motive or of a flawed business decision. In fact, such action in a
COC context may represent an excellent business decision, as
the logic of operation is different:
Making profits and improving our equity ratios is not
what we are for; our goal is not to puff out with our balance sheets but to create benefits to members, and,
in my opinion, the benefits are concretised best with
a good service network, ever better services.

Profitability does, however, play a role in COCs. It is simply a
‘means to an end rather than an end in itself’ (Cornforth, 2004,
p. 15), as illustrated in this interview extract:
The main purpose of shareholder corporations is to make
maximum profit, and to us that clearly is not the main purpose
[…]. Our purpose is to make a ‘profit’ to the extent needed to
make investments in developing services for our members.

It is important that, instead of making a commitment to being
as profitable as possible, a COC is committed to being profitable enough to maintain its capacity to create benefits for the
members in the future. Such commitment can be seen as contributing to growth in the amount of the expected benefit per
transaction.
In this connection, it is worth noting that the pressure not to
‘miss a quarter’ in the context of shareholder corporations – i.e.,
not to upset the expectations of market analysts (Mintzberg et
al., 2002, p. 70) – may feed the kind of greed and excessive risktaking witnessed on Wall Street and culminating in financial
crises. According to M.C. Jensen (2002, p. 245), ‘short term financial performance (usually profits, or sometimes even more
silly, earnings per share) […] is a sure way to destroy value’ and
jeopardise the entity’s long-term existence. If shareholder corporations go too far in this direction (e.g., in response to distorted executive incentives), they fail to create value for their
owners in the long term.
According to our data, COCs do not display such a problem.
Instead, they are able to develop their operations patiently, an
approach that can provide them with competitive advantage:
In listed companies, you have to show good results in every quarter, and our main competitor has to pay maximum
dividends from annual results. And in a co-operative you
do not have that kind of necessity, so you have the patience to make medium results even for many years to build
the network of business locations. We do not have to
operate on so short-term a basis, and that is a major advantage in an investment-based business such as this.

That is consistent with the findings of Liljeblom and Vaihekoski (2010), according to whom co-operatives are likely to have
a more long-term focus when compared to listed firms, which
may ‘in general be subject to higher short-term pressure due to
relatively high ownership stakes by short term investors such
as mutual funds, and activist owners’ (p. 242). Our dataset also
attests that no gimmicks are needed, with the financial media
showing no interest in co-operatives. This is in line with J. Nilshttp://ejbo.jyu.fi/
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son’s (2001) statement that ‘as the co-operative residual claims
are not marketable, no stock analysis specialists can reasonably
have any interest in them’ (p. 335). On the negative side, the low
interest on the part of these media has probably contributed
to the heretofore marginal interest shown in co-operatives by
academia.
It is noteworthy that shortsightedness has been identified as
able to jeopardise future member value also in COCs. Consumers-owners could become greedy and demand ever lower prices,
business outlets in places where production costs cannot be recouped, or patronage refunds that put economic sustainability
at risk. For instance, one CEO interviewed said:

field may lack service providers even if supplying services there
would be profitable (Fulton & Hammond-Ketilson, 1992).
Further, where the rate of return available dips to below what
the shareholders desire or expect, the corporate agent would be
expected to cease providing the goods and services. This renders
it unsustainable from the consumer (community) point of view.
Per our data, COCs take another approach to competition
and markets. In fact, COCs exist to counteract failures in the
consumer market (Jussila et al., 2008; Normark, 1996). They
are tools by which consumers secure provision of certain goods
and services when no other actor in the market chooses to provide them:

There is possibly a threat that the membership become
greedy, selfish, and grasping, such that they want it all for
themselves in terms of patronage refunds and, thereby, share away those resources we need to develop the operation.

We invest in business locations in which any other actor in
the retail business would not even think of building a new
unit. We invest to provide services in such municipalities.

Nilsson explains the possibility of shortsightedness as follows:
‘As the residual rights cannot be transferred upon the withdrawal of a member, the planning horizon of members is reduced. Because members are not specifically motivated to think
in the long term, they are concerned with what their membership offers “right now”’ (2001, p. 338). According to our data,
members do sometimes raise their voices to demand more in
the short term. In these cases, key representatives of the governing bodies must take action in concert with the management:
We have to explain to the members why the co-operative
must make a certain amount of profit and why we cannot
pay it all out in bonuses. It has to be explained […] that
the co-operative needs a small amount for itself and for its
operation and investments […]. The amount of the surplus has to be adequate, so that we can invest in the future.

Echoing the work of Lan and Heracleous (2010), our interpretation is that, with regard to ensuring the capacity for long-term
value creation, the co-operative itself can be seen as the principal.
Market Strategy

With regard to the component of economic responsibility, associated with our third sub-question, Carroll states: ‘It is important to maintain a strong competitive position’ (1991, p.
40). This strategic component is in line with the notion that
competitive position in markets is a central element in a corporation’s profitability, where a strong position is associated with
high profits (Porter, 1985). Accordingly, imperfect competition
in general and a monopoly position in particular are seen as ideal for a corporation seeking to maximise profits. If customers do
not have a choice, there is little incentive for such a corporation
to mark down its products or services, and the more customers
are willing (or forced) to pay, the greater the value created for its
shareholders. This line of thinking by Porter (1985) is consistent with the structure–conduct–performance model, in which
positive correlations exist among market concentration, barriers to entry, and profits (Ajlouni, 2010; Bain, 1951).
While Carroll (1991) does not mention industry and market
attractiveness, the other components central to a firm’s profitability, Porter (1985) maintains that the principle of shareholder
corporations is to operate in those industries and markets that
are most attractive in terms of the level of profitability offered.
Therefore, if the rate of return available in a given part of the
economy is less than a competitive rate possible elsewhere, that
21

Illustrating the difference between COCs and shareholder corporations, one interviewee stated:
[T]he consumer co-operative society must
be the last to turn off the lights.

In other words, it is the COC’s responsibility to maintain the
supply of the goods and services when shareholder corporations
or other actors leave a market. When a market is in decline, the
COCs is not oriented to seeking more attractive environments;
after all, ‘the purpose of a co-operative is to serve […] its members, by carrying out its chosen trade’ (Davies & Burt, 2007, p.
159). As a members’ representative we interviewed said,
[w]e are members and use services, so the first precondition for it is that the store does exist. We cannot go to a
store, pub, or hotel if it does not exist. So the coverage of
the network... there has to be the store. From the perspective of a member, this is probably the most central issue.

In that respect, COCs may be seen as occupying what Higgins
and Currie (2004) refer to as the original role of business in society. Through these self-help organisations, consumers assume
responsibility for their own destiny. Instead of letting other actors and stock markets ‘run the show’ (cf. Davis, 2009), they
themselves arrange provision of the goods and services needed.
At the same time, as indicated earlier in the paper, our data
also emphasise that COCs are not supposed to have a business
unit in every possible location and that it is not acceptable (in
the long term) to maintain business units that produce losses.
Doing so would not be sustainable or demonstrate to their
members a commitment to long-term value creation. In fact, in
principle, a co operative may even educate its members to nurture a well-functioning market by actively calculating their preferences from among the various co-operative business units.
Where H. Hansmann (1999) has identified firms as often
holding some degree of monopoly power in dealing with their
customers, the function of a COC may lie in providing ‘a product or service at a competitive price in a situation where true
competition does not exist’ (Fairbairn et al., 1991, p. 22). While
shareholder corporations comb through alternative markets in
pursuit of profitability, COCs examine new areas of business
to assess whether there is potential for greater benefit for the
members (e.g., on account of market failures). If competition
is highly limited, shareholder corporations will face little pressure to set their price offers close to the actual costs. Thereby,
the production of goods and services is not very efficient from
http://ejbo.jyu.fi/
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customers’ perspective. A COC entering such a market encourages lower prices to emerge through the process of reciprocal
decisions among competitors (i.e., from competition). This was
made clear in our data by a supervisory board chair, for instance:
When a consumer co-operative acts in the markets, it forces
other actors [...] / competitors to operate more efficiently and in
accordance with a more consumer-friendly philosophy. When
consumer co-operation has thrived […], it has strongly affected
the operation of markets such that also those customers who do
not use the services provided by the co-operative get better services, from other companies, when competition and the example
set by a consumer co-operative enforces better operation by
others too […]. [I]t also prevents monopoly pricing, or at least
restrains it, when we operate efficiently and are competitive.

Thus, a consumer co-operative’s success as a barometer for
competition (e.g., Cotterill, 1984) leads to favourable market
conditions for all consumers, improving the situation of nonmembers as well (Normark, 1996). At the same time, to be
successful a COC needs to hold a strong competitive position.
Otherwise, it cannot influence the market to the benefit of the
members and other consumers.
It is noteworthy that competitive advantage is not defined in
Porterian terms in COCs – i.e., in terms of long-term aboveaverage profit (Porter, 1985). Instead, a COC is seen as holding
a competitive advantage when ‘it is consistently its customerowners’ best and first choice,’ as one CEO said in an interview.
The paradox here is that, as the idea of COCs is to work toward
increasing the surplus for consumers, they must look upon competition favourably. Comments by two CEOs are illustrative:
I must say that competition is good, and here we have
tough competition […]. Of course, it would not be good
[…] if we had only one retailer group […]. [It is] important
that this is not like some kind of ancient Soviet system.
We do not act to kill competition; we must have points of comparison, and a monopoly situation is on no account our goal.

Indeed, S Group’s actions push competitors to develop new
products, services, and technologies. Consumers thus obtain
a wider selection and better products. The resulting feedback
process was characterised by a CEO in our dataset as follows:
We are in very intensive competition in each of our lines of business.

Clearly, it is important for a COC to maintain a well-functioning consumer market by utilising, among other things, its
strong competitive position.
Efficiency

In comments related to our fourth sub-question, Carroll states
the following with regard to economic responsibilities: ‘It is important to maintain a high level of operating efficiency’ (1991, p.
40). There are diverse ways to define and measure operation efficiency, many of which follow the tradition of measuring an organisation’s performance via an array of ratios between outputs
and inputs (Eilon, 1985), such as total asset turnover (net sales
/ average total assets). The foregoing discussion points toward
two means of increasing operating efficiency. Firstly, Kudyba
and Vitaliano (2003) find that corporations may increase their
operating efficiency through appropriate use of productive re22
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sources (a source of costs for them), thereby increasing their
operating income (the company’s earnings from core operations
less its costs for goods sold and general operating expenses; see
Weston & Copeland, 1986). A widely accepted way of judging profitability follows these lines. Secondly, firms may show
better efficiency by raising prices. Alongside productivity improvements, a more favourable price structure has potential to
contribute to an increase in business profits (Grifell-Tatjé &
Lowell, 1999).
Our dataset shows that operating efficiency as defined above
does not mesh with the principle of COCs. Since the COC
model is not centred on a quest for profits, a COC is not supposed to pursue greater operating efficiency via price hikes. In
contrast, the idea is to focus on applying production resources
in a manner facilitating provision of lower prices for consumers.
One respondent said the following in connection with this:
A clear measurement in, for example, market trade is that in all of our chains we attempt to maintain a price level that is two per cent lower than that
of the corresponding chains of our competitors.

This represents an important distinction between COCs and
shareholder corporations, one with strong measurement implications. A different numerator (output) should be used. If profit is taken as the numerator, similar or even more efficient use of
production resources may yield a lower figure for operating efficiency in COCs as compared to shareholder corporations. False
conclusions as to their relative efficiency could follow. Our data
speak in favour of a more appropriate numerator for the measurement of COCs’ operating efficiency, such as the surplus for
consumers. According to Fairbairn et al. (1991), this surplus
indicates ‘how much the members’ benefit, in total, from both
the savings they make in the form of lower prices and the savings they make from patronage refunds from the co-operative’
(p. 127).
COCs are sometimes believed to be inefficient in that, since
they need not bow to pressures of quarter-based economics
(Jussila et al., 2008), they may not be pressed to cut costs immediately whenever the savings turn out to be less than in equivalent shareholder corporations (Mintzberg et al., 2002). According to our informants, however, this logic does not always hold:
If a consumer co-operative operates inefficiently […], it would
be better that it not even exist. If it operates less efficiently than the market players’ average, this leads to a situation
wherein either the other players may gain monopoly-type
profits through overpricing or the whole industry may operate inefficiently, which is not to the benefit of the customer
[…]. [T]he core purpose and central mission of consumer co operation is to be efficient in the marketplace.

This is consistent with literature on co-operatives that cites
economy as one of the core ideas behind co-operation (e.g.,
Jussila, 2013). One thing that helps consumer co-operatives
reach high operating efficiency is that COCs may ‘concentrate
on the long-term development of an efficient organization
[when] it comes to the provision of particular goods and services’ (Jussila et al., 2008, p. 33). Thereby, a COC can actually
be more efficient than shareholder corporations that have lost
sight of long-term benefits by having their eyes, as Mintzberg
and colleagues put it, ‘on the scoreboard instead of the ball’
(2002, p. 70).
http://ejbo.jyu.fi/
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The Definition of Success

Finally, turning to our fifth subsidiary research question, we
consider Carroll’s statement that ‘[i]t is important that a successful firm be defined as one that is consistently profitable’
(1991, p. 40). With this component, related explicitly to conceptualisation, he presents the concept of success and what
it ought to be in the mental frames of strategists (Mintzberg,
1987) working for an economically responsible shareholder
corporation. Accordingly, this component can be seen as having particular theoretical and educational reach with regard to
promoting the realisation of the purpose of a share¬holder corporation. It is noteworthy also for seeming to highlight orientation to the longer term.
Against the backdrop of contemporary business discourses
(Duska, 1997) and business-school education (Fontrodona &
Sison, 2006), it is unlikely that shareholder corporations will
find it difficult to define success through profitability, even if the
aspect of long-term focus may pose a challenge. This approach
can be over-extended, however, with COCs feeling tempted to
define success similarly since theory tends to assume all businesses to be shareholder corporations. The risk here is that ‘if
the top management believes that the co-operative is like any
other business (in quest for maximum profit), the co-operative
is unlikely to realize its mission’ (Tuominen et al., 2010, p. 12;
see also Talonen et al., 2018). Thus far in the case context, co
operative principles and associated ideas have proved strong
enough:
Those professional, slightly cynical managers who come from
the world of business schools as professionals in business […]
eventually become co-operators, when they notice that this
ideology works for real. And it was a surprise to many, and
today our CEO is extremely committed to the basic idea of
co-operation and sees that rewarding the member is the basic
principle – what, in his view, we are doing. And it is visible
everywhere that he is managing not one firm among many
but a consumer co operative with co-operative premises.

Nonetheless, completing the list of COCs’ economic responsibilities demands a definition particular to a successful COC.
Our data suggest that, consistently with the responsibilities
presented above, a successful COC is one that is consistently
beneficial to its members and also seen as such by them, while
simultaneously accumulating the resources required for maintaining a positive spiral:
A successful co-operative retailer, an economically successful
co-operative retailer, guarantees success also to the member.
The better the co-operative does in the economic and operational sense, the greater the benefits for the member also.
When it does well economically […], it provides the services to the member as efficiently as possible, and then the
member commits, buys them […], then it goes in both directions – the member has obtained the insight that the more
he or she commits him- or herself to the co-operative, the
more he or she benefits and that the more he or she commits, the better the co-operative does. So it’s reciprocal.

Furthermore, consistent with the COC literature (e.g.,
Tuominen et al., 2009), our dataset suggests that profit is not
the best indicator of success for COCs and that their management performance cannot ‘be judged simply by examining the
firm’s net financial earnings’ (Hansmann, 1999, p. 398).
23
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A COC’s performance can be measured instead in terms of
total benefits generated by the co-operative for its members
(Fairbairn et al., 1991). Market share and the proportion of the
relevant population who are members can be used as additional
indicators of success:
[Our] measures of performance quantify especially the benefits
the members get and how we succeed in [generating these].
Through market share, we [can judge] that the services are
attractive and the benefits concrete enough that the market share rises […]. While the number of members is unlimited [in theory], the higher the market share, the more
members it has and the better the co-operative has succeeded in its mission […]. If the co-operative succeeds in its
mission, the number of members will rise all the time.

Such definitions and metrics are consistent with the work of
Fairbairn et al. (1991), who posit that it is important to ‘guide
a co-operative to the decisions that maximize the well-being of
the members, not the financial well-being of the co-operative
itself’ (p. 24). These can be viewed as particularly important in
light of cases, such as those discussed by M. Fulton (1999), in
which a COC has not fulfilled its economic responsibilities, in
consequence of an implicit notion that the members have a duty
to support an unsuccessful COC. Defining a COC as consistently beneficial to its members can be regarded as one means of
better aligning the series of actions with the purpose.
A General Concept of Economic Responsibility
At the outset, we asked what economic responsibilities a COC
has and what constitute corporate economic responsibilities
in general. Addressing these overall questions below, we begin with a summary of our findings in the COC context and
consider them in terms of Carroll’s components of economic
responsibility. Then, we use that comparison to abstract more
general components and an aggregate conceptualisation of corporate economic responsibility as a whole (see Table 1, p. 24).
Economic Responsibility of COCs and Shareholder Corporations

Firstly, the owners of COCs are consumers of goods and services rather than investors of capital. Therefore, it is the members’
needs rather than financial capital that constitute the material
foundation of the COC. Furthermore, the value of the firm to
a consumer-owner is dependent on the extent and nature of the
transactional relationship between the consumer and the cooperative, as opposed to the amount of capital invested. Therefore, we posit that, rather than perform in a manner consistent
with maximising per-share earnings as Carroll’s first component
might dictate, it is important that a COC perform in a manner
consistent with maximising member earnings per transaction.
Secondly, a commitment to having the financial ability to
fulfil the firm’s purpose over time, along with an orientation toward doing so, may be maintained more easily in COCs than
in shareholder corporations. This is supported by the aspect
whereby COCs have no activist shareholders and do not face
great pressure to reach quarterly targets. One manifestation
of said long-term orientation is that COCs retain some of the
profit they make – which for a COC constitutes a means to an
end rather than an end in itself. Profit helps secure the creation and accumulation of member benefits over time. Accordingly, we propose that, in contrast to commitment (per Carroll’s second component) to the highest possible profitability, it
http://ejbo.jyu.fi/
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Shareholder-firm-specific
components
It is important to perform in a
manner consistent with
maximising earnings per share
(Carroll’s component)
It is important to be committed to
being as profitable as possible
(Carroll’s component)
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COC-specific components

General components

It is important that a COC perform
in a manner consistent with
maximising member earnings per
transaction (Our proposal)

It is important to perform in a
manner consistent with satisfying
the owners’ immediate expectations for economic rewards (Our
proposal)
It is important to be committed to
having sufficient profitability to
ensure capacity to satisfy owners’
economic-reward expectations
over time (Our proposal)

It is important for a COC to be
committed to being profitable
enough to secure future member
benefits (Our proposal)

It is important to maintain a strong It is important that a COC
competitive position (Carroll’s
maintain a well-functioning
component)
consumer market (Our proposal)

It is important to maintain a high
profit/input ratio (Our proposal)
It is important that a successful
firm be defined as one that is
consistently profitable (Our
proposal)

It is important to select a market
strategy that allows satisfaction of
owners’ expectations of immediate
and long-term economic rewards
(Our proposal)

It is important to maintain a high It is important to maintain high
benefit/input ratio (Our proposal) operation efficiency (Our
proposal)
It is important to define success in
It is important to define a
terms of balance between the
successful COC as one that is
consistently beneficial to the
satisfaction of the owners’
members while nurturing the co- immediate and long-term
operative (Our proposal)
expectations of economic rewards
(Carroll’s component)

Table 1. Specific and general economic responsibility (Carroll's components and our proposals).

is important that a COC show commitment to being profitable
enough to secure future member benefits.
Thirdly, COCs are a tool by which consumers (or societies
as a whole) meet their needs when no other actor is doing so.
That is, while failures in the consumer market may suit the
profit-maximising purpose of shareholder corporations, COCs
exist precisely to counteract such failures. Whereas the idea of
shareholder corporations is to aim for a strong position (preferably a monopolistic one) so as to set prices to a level that yields
maximal profit, the principle of COCs is to gain the power to
set prices that are close to the production cost. Furthermore,
COCs are designed to compete so as to increase the consumer
surplus and are intended to encourage competition that helps
maintain a well-functioning market. Hence, we posit that, as
opposed to maintaining a strong competitive position in line
with the third component of Carroll’s model, it is important for
a COC to maintain a well-functioning consumer market.
Next, efficiency in COCs is best considered in terms of the
ratio of total member benefit (output) to the resources used to
create that benefit (input), as opposed to the profit/input ratio.
In keeping with their purpose, COCs obtain higher efficiency
only via appropriate use of productive resources, not by raising
sales prices, the latter being a means more properly confined to
shareholder corporations. Rather, this limitation can be taken
to improve a COC’s efficiency by guiding toward a long-term
focus on provision of certain goods and services (in a given location). Considering this factor, one finds that the next economic
responsibility on Carroll’s list, maintaining a high level of operating efficiency, has too little information content to serve as a
component for any specific context, either shareholder corporations or COCs; i.e., this component is unlike the above-men24

tioned ones in that it is a general one. Addressing the context of
our study, we propose that it is important that a COC maintain
a high overall ratio of member benefit to input as opposed to
(in line with Carroll’s fourth component) maintaining high operating efficiency and that, rather than maintain a high level of
operating efficiency (in keeping with the fourth component in
Carroll’s model), it is important that shareholder corporation
maintain a high profit/input ratio.
Finally, the way a successful firm is defined influences managers’ mental frames and plans in tandem with the stream of
actions (praxis) in a given firm. Therefore, a COC could lose
its way and no longer fulfil its purpose were its success to be
deemed to hinge on the profit made. Our work speaks in favour of explicitly articulating the responsibility of COCs to be
consistently beneficial to their members, while accumulating resources to secure future benefits. Therefore, we propose that, as
opposed to being defined, per Carroll’s fifth component, as an
organisation that is consistently profitable, it is important that a
successful COC be defined as one that is consistently beneficial
to the members while also nurturing the co-operative.
General Conceptualisation of Economic Responsibilities

When discussing the fourth component of economic responsibility above, we noted that maintaining high operating efficiency could be a responsibility of any corporation. To devise
a general conceptualisation of corporate economic responsibilities, one must reduce the specificity (or ‘information content’)
of the model’s other components too, so that only the organisations’ shared characteristics remain. Armed with definitions
for economic responsibilities suiting shareholder corporations
and befitting consumer co-operatives, we can now abstract and
http://ejbo.jyu.fi/
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propose more general CER components, while still making use
of Carroll’s definition work.
1. It is important to perform in a manner consistent with satisfying the owners’ expectations with regard to immediate
economic rewards
2. It is important to be committed to cultivating the level of
profitability that entails capacity to satisfy the owners’ expectations for economic rewards over time
3. It is important to select a market strategy that allows satisfying owners’ immediate and long-term expectations with
regard to economic rewards
4. It is important to maintain high operating efficiency
5. It is important to define success in terms of balance of satisfaction between the owners’ immediate expectations and
long-term ones for economic rewards
Based on these abstracted components, we propose an aggregate general definition for corporate economic responsibility as
follows. An economically responsible corporation is one that
performs in a manner consistent with satisfying the owners’ expectations related to immediate economic rewards, is committed to having the level of profitability required for possessing
the capacity to satisfy those expectations over time, selects the
appropriate market strategy for doing so, maintains a high level
of operating efficiency, and defines success in terms of balance
between immediate and long-term economic rewards with regard to owner expectations.
Discussion and Conclusions
With this paper, we reject the notion that there are purposes that hold for all firms just because they are business firms
(Abela, 2001), and we have shown that the principles behind
the consumer co operative form differ dramatically from the
underpinnings of a shareholder corporation (Jensen & Meckling, 1976). Uncovering the differences between the economic
responsibilities of shareholder corporations (à la mode de Carroll, 1991) and those of COCs has enabled us to articulate corresponding proposals based on our qualitative findings. Our
working definitions of these responsibilities extend scholarly
knowledge with components of economic responsibility that
apply to COCs specifically. These lie in parallel to the components identified by Carroll (1991), which apply to shareholder
corporations, with both sets being subordinates to more general
responsibilities.
Implications for Management and Policy

Since it has been taken for granted that large-scale enterprise
will be organised in the form of shareholder corporations
(Hansmann, 1996), it follows that ‘business schools usually base
their teaching on the assumption that the purpose of the firm
is to maximize shareholder wealth’ (Fontrodona & Sison, 2006,
p. 39). In consequence of such tenets as Schwartz and Carroll’s
statement that when a firm’s ‘activity produces a decline in profits or share value, this may be an indication of a non-economic
motive, but may also merely represent a flawed business decision’ (2003, p. 509), typical business-school research and education has not addressed itself sufficiently to the task of developing certain elements of managerial competence that are critical
to business not designed to maximise profits (e.g., Tuominen
et al., 2010; cf. Ghoshal, 2005). Therefore, we sometimes see
business-school graduates act as ‘managers with zebras [who try
ever] harder to apply the most advanced techniques of horse
25
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training to their zebras’ (McGahan, 2007, p. 749).
If economic responsibility is defined purely in terms of profit
maximisation and COC managers follow the corresponding
guidelines (as we sometimes witness them doing or feeling pressured to do), the co-operative in question is unlikely to realise its purpose. As P. Davis (2001) argues, ‘co operatives lose
their way and fail as they try to compete on the same terms
as their investor-led rivals instead of differentiating themselves
and competing on their own terms’ (p. 32). On account of cooperatives’ global importance, this is a serious problem. Therefore, it is vital to have a solid definition of CER that mashes
with COCs, paving the way too for other conceptualisa¬tions
and theories that explicitly take account of the co-operationbased model and what distinguishes it from shareholder corporations. Since the European Foundation for Management
Development (EFMD, 2011) has taken co-operatives as an example of sustainable business, we envision greater attention being paid to the need for related intellectual framings. That said,
govern¬ments’ and foundations’ intervention may be necessary
for ensuring that more research can and will be directed toward
COCs and co-operatives in general. Thereby, these user-owned
organisations may gain equal footing with investor-owned companies in business and management education.
Also, we would expect many government officials and representatives of financial and other media to benefit from fuller understanding of the purpose of co-operatives and their responsibilities, distinct from those of shareholder corporations. Such
understanding would be especially important for fair competition. In our view, fair competition exists when no particular
model of business enterprise has excessive advantage arising
from, for example, unfair support from the institutional environment (this extends to intellectual framings also). Here, we
have offered some comparisons between shareholder corporations and COCs that serve the project of unravelling of a few of
the conceptual and theoretical mysteries of a form of business
that supports fair and market-correcting competition.
Much more work is needed for deconstructing the business
discourses expressing as unquestioned reality that all firms exist to maximise profit (Duska, 1997). What we call for might
not be an easy task, given that the shareholder corporation is
the capitalistic ideal (Hansmann, 1996). However, we have
touched on several reasons for which the COC model might
be of interest to society and able to penetrate existing business
discourses. Co-operatives already occupy a significant role globally. Perhaps more importantly, the COC model seems to have
characteristics via which communities can gain some control
over the market as opposed to ceding all the power to stock
markets. The model is not based on short-term profit maximisation and mobility of operations and capital, nor does it allow
speculation as witnessed in stock markets. Instead, a COC occupies a more traditional role of a business: that of an efficient
and high-quality provider of goods and services for particular
consumer markets (cf. Fontrodona & Sison, 2006). One could
say that COCs anchor services in localities in which shareholder corporations might not display any interest. Furthermore,
the owners are those most interested in the products and services the firm produces and in the company itself (cf. Mintzberg et al., 2002), and, under Liljeblom and Vaihe¬koski’s logic
(2010), also the absence of activist investors promotes orientation to the longer term.
Directions for Future Research

Our work has highlighted a need to develop ways of measuring
variables such as member benefit per transaction, total member
http://ejbo.jyu.fi/
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value, and growth in expected member benefit per transaction.
Such metrics are of value for evaluation of the extent to which
COCs succeed in meeting their purpose and responding to
their economic responsibilities to the members. This challenge
can be taken up by accounting scholars, for example.
Our research suggests that using profit-based measurements
to compare efficiencies across COCs and shareholder corporations is misleading. Price too seems to be a problematic indicator. Therefore, another challenge we can cite is that of finding ways to compare efficiency between these distinct forms
of business enterprise. Of course, one could legitimately ask
whether such comparisons are necessary at all, at least with regard to determining some single best way to organise economic
activities. We believe in the value of a rich landscape of business
models and in letting fair competition determine what kind of
model best suits particular market conditions.
We find that work proceeding from the aspects common to
all corporate forms can lead to more generalisable conceptualisations and theories, as opposed to one focused primarily on the
model currently dominating the field of business economics –
today, shareholder corporations.
As the discussion above indicates, our process applied an
agency-theory perspective to corporate purpose and economic
responsibility. In this vein, an interesting question for future research is that of the fundamental difference between shareholders’ and consumers’ roles as owners. While in shareholder corporations the investors may wait relatively passively for returns
on the capital invested and developments in share prices, COCs
require members’ active participation in the value-creation processes (cf. Talonen et al., 2016).
Finally, we have not addressed the stakeholder standpoint
according to which the economic and social purpose of corporations is to create and distribute increased wealth and value
to all the primary stakeholder groups. Future work should
investigate how the owner-centred economic responsibilities
identified in this paper connect with – and possibly serve as
the foundation for – other responsibilities of COCs. Here, an
interesting question is whether COCs and shareholder corporations differ in terms of their relationships with particular
categories of stakeholders and whether these differences can be
linked to the enterprises’ roles as creators of value for different
kinds of owners.
Scholars could also consider the issue of the shareholder
corporation’s dominant position in academic and business discourse. Perhaps this is a matter of politics: this type of company
is the capitalistic ideal: by definition, the model to be chosen for
any large-scale business (Hansmann, 1996). If so, any academic
field should refuse to become stagnant on political grounds. If,
instead, the domination is a matter of economic theory – indeed, models such as the co-operative have disappeared from
economics textbooks over time (Kalmi, 2007) – organisation
scientists should be more careful in borrowing from a discipline
with this failing. Or perhaps the distortion is simply a matter
of practice: the investor-owned firm is the prevailing model of
organisation in market economies (Novkovic, 2008), with the
listed firm in particular being of primary interest to market
analysts and financial media (Mintzberg et al., 2002) and with
business discourses maintaining an unquestioned view that all
firms exist to maximise profit (Duska, 1997). If the issue is one
of practice, academics should acknowledge the diversity of governance forms, speak out to draw attention to this variety, and
deconstruct the discourses that represent distorted realities of
business life.
In our view, there is a need for greater understanding of busi26
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ness organisations that are inherently not maximisers of (shortterm) profit or targets of speculative trading. Our thinking on
this is rooted in several ideas. Duska (1997), for one, maintains
that ‘the appeal to profit was a means to motivate more production, but it was not the purpose of production’ originally but
that, over time, ‘the means of motivation in some way became
confused with the purpose of business’ (p. 1408). Accordingly,
research devoted to businesses that are fundamentally linked
back to people’s actual needs rather than investors’ endless appetite for more money is warranted. One might ask about sustainability from a consumer (community) angle: which model of
business enterprise is likely to safeguard long-term provision of
services in a particular consumer market? Dyllick and Hockerts
(2002), on the other hand, address a different idea of sustainability, stating that we have seen firms overemphasising ‘shortterm gains by concentrating more on quarterly results than the
foundation for long term success’ (p. 132). In addition, it has
been observed that speculative traders are not interested even in
a firm’s short-term profits; their attention is more on dramatic
swings in the share price that allow them to make money both
‘uphill’ and ‘downhill.’ This acts against economic sustainability
(Mintzberg et al., 2002), which we define as a firm’s financial
ability to sustain fruitful pursuit of its purpose.
This paper has demonstrated that COCs are driven by consumer needs and, thereby, fill a historically important role of
the business as provider of goods and services to the marketplace. We have shown that COCs exist to serve particular consumer markets so are sustainable from a consumer/community
point of view in the sense that they will not take their operations elsewhere. Furthermore, our work has clarified that the
relationship between the firm and the owner in COCs is likely
to be anything but speculative, as the consumer-owners cannot obtain value through stock trading. We also stress that the
co-operative itself, in its efficiency and service quality, is important to those consumers whose value of ownership is derived
through use. Finally, we have revealed that overemphasis on
short-term gains is still possible in co-operatives – for example,
in terms of ‘right-now’ consumer price reductions – while at the
same time explaining why short-term emphasis and excessive
risk-taking are unlikely in COCs.
Finally, conceptualising the CER of COCs is a means to a
contribution on a higher plane. That is, contrasting the meanings of CER for a co-operative with what is found in Carroll’s
definition helps us consider the form-specific details appropriately, so that only the aspects common to all business forms
remain. While Carroll’s definition remains useful for the most
part in the context of shareholder corporations, we developed a
more general definition of CER, which we hope encourages further research. We hope also that our example motivates scholars of various key phenomena central to business economics to
engage in processes of abstraction that address examples from
two or more models of business enterprise rather than merely
one.
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Emerging Ethical Challenges of Leadership
in the Digital Era: A Multi-Vocal Literature
Review
Narayan Bhatta

Abstract
The purpose of this study is to
undertake a multi-vocal literature
review (MLR) regarding how
leadership work has transformed
as a result of digitalization and
what kinds of ethical challenges
organizational leaders are facing
in the digital era, particularly from
1985 to 2020. Hence, a total of 83
literature are reviewed, drawing
up on the method of MLR. The
findings of this study suggest that
the digitalization of leadership
work, i.e., delegation of personal
(leadership) responsibilities to
digital systems, is being accelerated
by the ever increasing use of
technologies based on Artificial
Intelligence (AI) in organizational
governance and operation,
particularly during the last two
decades. In the reviewed literature,
ethical challenges of leadership in
the digital era are often discussed in
subtle forms, from the viewpoint of
the ethics of digitalization in general
and its apparent consequences
in organizational systems –
Specifically, an apparent lack of
industry standards, codes of ethics
and professional conduct, for AIbased digital technologies. Likewise,
disruptions and complexities
caused by digitalization trends in
conjunction with globalization,
climate change and sustainable
development goals are noticed
as posing further significant
challenges for leaders, particularly
in relation to ethical organization
systems design in the digital era.
Hence, this study outlines the
three main conceptual fields of
30

discussion towards deepening our
understanding of the transformation
of leadership work and emerging
ethical challenges to leaders in
contemporary organizations caused
by the increased use of advanced
digital technologies.
Key Words: Digitalization, artificial
Intelligence (AI), leadership, ethical
challenges, ethical organization
systems design, contemporary
organizations, multi-vocal literature
review

Introduction
Brown and Tervino (2006) and Brown
and Mitchell (2010) reveal that research
work and writing on the topic of ethics
and leadership are mostly focused on
normative and psychological aspects.
The writers note that there is a wide gap
in the ‘descriptive and predictive’ social
scientific approach to ethical and responsible leadership, while ethical standards
are practically eroding in every kind of social institution and business organization
throughout the world (Wood-Harper,
Corder and Wood, 1996; Bolman and
Deal, 2017). Hence, as maintained by
the writers, the rationale for conducting
ethical analysis on the societal impact of
the ongoing re-engineering of business
processes and organizational designs accelerated by the increasing use of information technology, is hardly disputable.
Likewise, Avolio et al. (2001, pp. 625
& 663) posit that an increased use of advanced technologies often causes leadership vacuum, which can have a drastic
impact on social and organizational systems. Thus, they recommend conducting further research to systematically
examine how technological advancement
transforms the traditional role of leadership and organizational systems. As the
field is ever evolving, the question is not
whether to study this topic but where to
start (Avolio et al., 2001; Brynjolfsson
and Saunders, 2010).
As maintained by The Institute of
Electrical and Electronics Engineers –
The IEEE (2017) and Havens (2018),
this is an alarming situation from an
ethical leadership perspective, including
a huge gap in transparency and accountability aspects in the use of AI-based
digital technologies. Hence, in order to
maintain human dignity, autonomy, and
societal values, it is essential to intensify
the much-needed discussion regarding
the formulation of ethical frameworks
for dealing with digital technologies, particularly AI and its ever-expanding implications (Davenport and Katyal, 2018).
In the Finnish context, Ala-Pietilä and
Lundström et al. (2019, pp. 52-54, 107109 & 123) maintain that the country is
prepared to take the leadership role in
http://ejbo.jyu.fi/
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the area of human-centred and ethical data economy. In the final report of Finland’s AI programme, the writers set a rather
challenging and short-term deadline of the year 2025 for solving
issues related to AI ethics, the use of data, transparency, and
accountability in Finland, in order to become a global pioneer
in this field. Hence, the timing and the industry reality within
Finland and elsewhere suggests that this study has the potential
to take on multidisciplinary implications and contributions.
It is apparent that nowadays all kinds of digital developments essentially involve some level of AI technology or system
(Mitchel and Brynjolfsson, 2017; Koski and Husso, 2018). It
is therefore difficult and no longer necessary to make distinctions between AI and other forms of digitalization, the writers
posit. Thus, this research does not necessarily engage in making
specific distinctions between AI and other forms of digitalization. Instead, the study, conducted as a multi-vocal literature
review – MLR (more details are provided in the subsequent discussion), is focused on finding answers to how leadership work
has transformed as a result of digitalization and what ethical
challenges leaders have been facing due to widespread implementation of advanced digital technologies in contemporary organizations. It concentrates on the development and discussion
within this field from 1985 to 2020. However, in order to establish a historical connection and a conceptual foundation for the
topic, some classical literature and pioneering works published
before 1985 are also examined. A total of 83 works of literature
are reviewed and reported.
The paper is structured as follows. The justification of the
application of MLR methodology to this study is provided
next, followed by theoretical and conceptual backgrounds to
the topic. After that, a comprehensive explanation on research
design and methodologies used in this paper, the literature
search results and research findings as well as some recommendations for future studies are presented, respectively. Finally,
the discussion and conclusions are presented at the end.

erature in Systematic Reviews for Management and Organizational Studies (MOS)’, presented by Adams et al. (2017).
According to Garousi et al. (2019), an MLR is a form of a
systemic literature review (SLR), and they share a large number
of characteristics. However, the major difference between them
is that an MLR allows the inclusion of so-called 'grey literature'
(specified above) in the review, while an SLR strictly excludes
any non-formal publication outside of the scientific and academic community. The writers assert that the inclusion of grey
literature opens up new horizons of research work and provides
the field with specific evidence often lacking in the scientific literature. Likewise, Adams et al. (2017) maintain that inclusion
of grey literature in SLR is important to validate scientific outcomes with applied knowledge. In other words, they argue that
inclusion of grey literature is essential in order to challenge established assumptions with the most up-to-date insights from
real-life practitioners. Moreover, according to the writers, the
inclusion of grey literature is vital to accommodate a multiplicity of narratives, or to take a pluralist stance for an academic
project.
Hence, as asserted by Adams et al. (2017) and Garousi et
al. (2019), inclusion of grey literature and implication of MLR
methodology for research in an evolving field allows one to
explore the most up-to-date knowledge and ensure a holistic
understanding of the topic. Furthermore, such a study design
contributes to bringing the world of academia and a community of practitioners together, thereby extending the scope of
research findings with most recent empirical knowledge. This
specific research topic deals with discussions related to the everevolving field of digitalization: big data, software, systems, AIbased technologies, etc. – and ethical challenges to leadership
associated to the same. Hence, inclusion of grey literature and
application of MLR methodology in this study is well justified.

The Need for Multi-Vocal Litereture Review on This
Topic

Digitalization and Transformation of Leadership Work

Ethics and leadership have been the topics of academic research
and scholarly debate since ancient times. Despite being relatively new fields of study, business ethics and ethical concern
of leadership in the information age also provide theories that
have been debated and scrutinized (Wood-Harper and Wood,
1996). Hence, a vast amount of academic literature is available
around the topics of ethics, leadership, and digitalization. However, most of the scientific publication in this field are focused
on ontological debates on ethics, digitalization, and concepts of
leadership, a situation which Wood-Harper and Wood termed
as ‘a failure to understand the human context’.
Hence, the literature search results in this study revealed only
a small number of scientific literature published during 19852020, which directly discusses the emerging ethical challenges
of leadership in the digital era as a unified concept. On the other
hand, as the field is ever-evolving, high quality data (literature)
are increasingly being produced in this field by a community
of practitioners, regulatory authorities and business organizations. Therefore, it is important to include such grey literature
(for instance: policy directives, white papers, industry standards
guidelines, experts’ opinions, newspaper and magazine articles,
video material, etc.) in this study in order to offer an enriched,
more comprehensive discussion. The decision was made in line
with the guidelines for MLR methodology outlined by Garousi
et al. (2019), and ‘Guidelines for Working with the Grey Lit31

Theoretical and Conceptual Backgrounds
The Digital Revolution, also known as the ‘Third Industrial
Revolution’ began in the latter half of the 20th century along
with the shift from mechanical, analogue electronic technology
to digital electronics (Ceruzzi, 2012). The introduction of the
world wide web and the widespread implementation of digital computing, record keeping, and communication technologies marked the advent of the information age during the late
1990s and early 2000s (Kizza, 2013). The digital disruption of
the last few decades, accelerated by smart phones and AI-based
computer systems introduced as an integrative manifestation of
various other technological advancements in the field, has since
then brought about sweeping changes in people's lives, organizational systems, and leadership work, and has challenged the
established ethical and moral boundaries of human societies
(Ceruzzi 2012; Royakkers et. al., 2018; Stone 2019).
Likewise, the boundaries of industry domains have been
disrupted along with technological advancement, and new
business models based on a ‘platform economy’ are evolving (Brynjolfsson and Kahin, 2000). Coupled with the forces
of globalization, the widespread digitalization of human lives,
natural environments and artificial things has brought us to a
world that is frantic, exceedingly complicated and largely unstable (Capurro, 2017; Bolman and Deal, 2017, p. 7; Urbach and
Röglinger, 2019, pp. 1-10). Hence, digitalization challenges the
very fabric of why an organization exists and begs for a radical
transformation of organizational culture and leadership work.
However, digitalization should not be mistaken for an ‘immuhttp://ejbo.jyu.fi/
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table and inevitable object’, as it is rather an ever evolving ‘social
construction’ (Stone, 2019).
The volume, velocity, and variety of big data that have been
made possible due to digital technologies has resulted in a ‘management revolution’ in contemporary organizations (McAfee
and Brynjolfsson, 2012). The answers are already there in the
data. Hence, McAfee and Brynjolfsson posit that the new role
of leadership in this process is analysing those data sets carefully
and critically, thereby promoting a new culture of questioning,
and developing organizational strategies accordingly. Thus, organizational leaders should possess understanding and the ability to consciously interact with digital technologies in order to
critically examine the contextual validity and significance of the
information and work performed by AI-based digital systems
(Bunz, 2017, pp. 250 & 251).
Petrin (2019, pp. 4 & 5) anticipates that AI will eventually
replace human directors, managers and officers, ultimately creating ‘fused boards’ and ‘fused management’ of corporations.
However, during the transition period, as humans and AI continue to work together, ‘a number of challenges, ethical and legal questions’ arise, particularly regarding liability and accountability of actions delegated to AI (Havens, 2018 and Petrin,
2019). Thus, while it is important to acknowledge and accept
the positive impacts of digitalization (Floridi, Couls and Beltrametti et al. 2018), it is equally important to critically examine
the ‘technological mindset' (Mitroff, 2019, p. 59), where only
positive benefits are typically considered and praised, while the
negative impacts and ethical challenges associated with digitalization are underestimated or dismissed altogether.
Hence, in this study ‘digitalization of leadership’ refers to
the adoption of AI-based advanced technologies, such as cloud
computing, robotics, biometrics, persuasive technologies, virtual realities (VR) and augmented realities (AR), digital platform
solutions, machine learning, and big data analytics as companions to, or complete replacements for, human leadership in organizational systems (discussed by, e.g. Avolio et al., 2001; Avolio and Kahai, 2003; Brynjolfsson and Saunders, 2010; Ceruzzi,
2012; Mitchell and Brynjolfsson, 2017; Brynjolfsson and McElheran, 2016; Stone, 2019; Royakkers et al., 2018; Urbach and
Röglinger, 2019).
Ethics of Digitalization and Challenges to Leadership

The IEEE (2017), Havens (2018), Petrin (2019), and the EU
(2019, 2020) recommend that ethical standards for advanced
digital technologies such as AI systems can be built upon the
foundations of classical ethics, such as deontological ethics,
utilitarianism, and virtue ethics (discussed in e.g. Rogers, 1937;
Foucault, 1983; Cragg, 1999; Alasdair, 1998; Mill, 2009; Lewis
and Kellogg, 2011; Prastacos et al., 2012), so that ethical challenges to leadership in the use of such technologies can be minimized.
On the other hand, as noted by Johnston and Johnston (1999)
the ‘modern challenge to religion’ and progress in ‘psychological, social and cultural explanation’ along with the ‘success of
science’ have posed serious threats to traditional beliefs about
right and wrong as well as the moral claims presented in the
classical ethics theories. Hence, modernity and moral certainty
are antithetical, and the struggle to reclaim ethics as a ‘human
creation’ is still ongoing. Thus, if ethics is to survive, there is
a need for ‘radical reform’ in the existing ‘ethics symbols and
moral boundaries’ that is far from the ‘scientific perspective’ and
the ‘causal laws of the universe’ (Johnston and Johnston, 1999)
as well as the new reality of digitalization (Capurro, 2017).
Moreover, ethics and moral judgement vary across individu32
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als, groups, religions, and cultures as well as the social contexts
(Alasdair, 1998). In addition, the rapid transformation of societies that is being accelerated by digitalization and globalization leaves considerable room for various interpretation of the
same (Capurro 2017). According to Capurro, in contrast to the
traditional metaphysical and theological concept of humans as
‘God’s creation’, Western modernity accepts humans as ‘autonomous beings’. However, Capurro maintains that humans are
limited to being ‘networked objects’ in the digital era – Hence,
digitalization challenges this very idea of humans as autonomous beings.
Thus, as documented by Bynum (2015) and Capurro (2017)
digital ethics, or ethics of digitalization, is the most recent field
of study derived from computer and information ethics, which
is believed to have been founded by Norbert Wiener (18941964). Writers like Manner (1980), Weizenbaum (1976), Bynum (2000), Parker et al. (1990), The Association for Computing Machinery – ACM (1992), Johnson (1985) and Moor
(1985) have made subsequent further contributions to the
development of this new field of ethics rooted in the foundations of Wiener’s pioneering works (Wiener, 1948, 1950, 1954,
1964).
Hence, computer and information ethics has been used in
many different ways, such as in relation to Western ethics theories (discussed above) on ethical challenges in the use of Information and Communication Technologies (ICT), computer
and other digital technologies. It has been also equated with
professional codes of conduct for computer professionals (Gotterbarn, 1991 and 2001; Johnson, 1985 and 1999; Moor, 1985;
Walsham, 1996; Bynum, 2015).
Floridi (1999, 2008) and Bynum (2015) maintain that ‘information ethics’ is a more resonating term, one that likely covers
the breadth of this new field of ethics. The purpose of human
life from an information ethics perspective is to constantly engage in ‘meaningful information processing’, which is an innate
capacity that humans already possess. According to the writers, the information ethics perspective sees human beings as
sophisticated information-processing agents capable of making
informed decisions and are thereby liable for the consequences
in their own lives. However, for this to become a reality, a significantly high level of freedom, equality, benevolence and compassion should prevail in societies and organizational systems,
particularly in the applied actions of leadership.
Wood-Harper et al. (1996, p. 169) have already observed the
digital disruptions as being ‘very radical and often brutal’ with
far-reaching ethical implications beyond the core technological
field. In the same vein, Avolio and Kahai (2003) discuss how
information systems change the ‘human systems’ dynamics in
organizations, as information technologies are being applied in
organizations without the necessary impact assessment. Since
then, AI-based digital technologies have been largely implemented in various levels and domains of organization systems
without many regulatory provisions. Consequently, discussions
regarding serious challenges to leadership in terms of ethics,
compliance and governance have been slowly taking centre stage
in this field (e.g., Bunz, 2017; the IEEE, 2017; Havens 2018;
Petrin, 2019; The EU, 2019 & 2020). The writers recommend
that digital age leaders and managers should be able to clarify
the relationship between ‘professional ethics’ and ‘applied ethics’ for advanced digital technologies, while constantly encouraging and empowering engineers and designers to ‘voice the full
range of ethical challenges’ throughout the product lifecycle.
Hence, ethical challenges of leadership in the digital era in this
study refer to difficulties in decision-making, moral dilemmas,
http://ejbo.jyu.fi/
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mandatory compliance and conflicts of interest with applicable
local, national and international laws and regulations, as well as
the pressure to go beyond meeting regulatory requirements –
Along with the challenges posed by the general lack of ‘industry
standards’ for AI-based advanced technologies and the fear of
reputational damage due to unanticipated consequences of digitalization, digital fraud, fraudulent activities, etc. (as discussed
in e.g., Capurro, 2017; the IEEE, 2017; Bunz, 2017; Royakkers
et al., 2018; Davenport & Katyal, 2018; Havens, 2018; Petrin,
2019; the EU, 2019 and 2020).
In the applied part of this paper, protection of privacy, issues of data ownership and security, trust building, and ensuring systemic transparency, accountability and integrity as well
as complexities in promoting ethical culture and ethical organization systems design are discussed as practical challenges of
leadership (as discussed in e.g., Groarke, 1998; Singer, 2002;
Dolgin, 2012; Bolman and Deal, 2017; Mitroff, 2019; Gharajedaghi, 2011; Kizza, 2013; Floridi et al., 2018).
Research Design and Methodologies
Formulation of Research Questions

The main research task of this paper is to undertake an MLR
in order to investigate how leadership work has transformed as
a result of digitalization from 1985 to 2020 and find out what
kind of ethical challenges leaders are facing during this process.
As recommended by Adams et al. (2017) and Garousi et al.
(2019), the primary study of scientific publications and grey literature (specified above) was conducted first. Afterwards, the
following research questions (RQs) were determined to further
dissect the study into specific realms:
•
•

RQ 1: What has been previously studied and is available
about the transformation of leadership work as a result
of digitalization?
RQ 2: What kinds of ethical challenges have leaders
been facing due to widespread application of digital technologies in contemporary organizations?

Criteria and Strategy for Literature Search

Garousi et al. (2019) present the criteria for source selection in
MLR based on the authority of the producer, the methodology
applied, objectivity, publication date, position in the field, novelty, impact, and material outlet type. Hence, the MLR methodology criteria for selection of sources as well as the guidelines
for quality assessment recommended by Garousi et al. are used
in this study. Likewise, the sources were selected based on ‘actual relevance’ (Snyder, 2019) to the research questions as well
as 'fit-for-purpose’ (Adams et al. 2017; Paul and Criado, 2020)
quality criteria. Grey literature was included simultaneously in
coordination with the selection process for formal literature.
As recommended by Adams et al. (2017) and Garousi et al.
(2019) in order to define reasonable search chains, an informal
pre-search was conducted for this study. Afterwards, general
web search engines, specialized databases, individual contacts,
and expert recommendations were utilized, as was the snowball
method, which includes using reference lists and backlinks.
As demonstrated in Figure 1 (p. 34), a systemic literature
search was conducted with the key words digitalization* AND
'Ethical concern* AND 'leadership and management' as an
‘International e-material search’ in Jyväskylä University’s library database, JYKDOK, which is a part of nationwide Finna
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search service for both electronic and print materials. This decision was made because it would include literature from diverse
sources, covering all the major scientific databases (please see
the list of literature sources included in appendix -1. ‘English
Language materials only’ and the time period of ‘1985 to 2020’,
filters were applied.
As presented in Figure 1, the initial search resulted in 5,386
published materials. Next, only the literature from selected subject areas (please see the list of subjects in Figure 1 below) were
considered to further narrow down the search. This resulted in
a total of 1,046 publications. After that, only the articles that
included the key words ‘digitalization’ AND ‘Ethical concern’
AND 'leadership and management' or related terms in their title, abstract or introduction chapter were selected. At the same
time, duplicate articles from the abovementioned subject fields
were automatically removed. This process resulted in 83 works
of literature. However, after the first round of reading, any literature that was found not directly engaging in the discussion
related to ‘ethical concerns of leadership in the digital era’ was
excluded. Thus, only 15 pieces of literature searched from the
library database met the inclusion criteria and were retained for
reviewing.
Next, as recommended by Adams et al. (2017) and Garousi
et al. (2019), the snowball method, the usage of backlinks, and
expert recommendations were applied to add more literature
to the review – Including books and essays on the ‘history of
computer ethics’ and/or ‘information ethics’, the ‘digitalization
of leadership’, and so on, in order to further enrich the discussion and ensure that the research questions are rightly answered
(Snyder, 2019). None of the grey literature from the database
search met the inclusion criteria. Hence, grey literature was
added in the review through the same process of the snowball
method, the usage of backlinks, and expert recommendations.
Grey literature supporting relatively mature and bounded academic conversations (Adams et al. 2017) were automatically
excluded from the selection process. Hence, after applying the
strategies outlined above a total of 83 publications were identified and obtained for the final review.
A high number of the documents from the database search
were excluded mainly due to their focus on micro-level analysis of digitalization in specific fields, while this study aims to
highlight a general scenario within this topic. Therefore, it is
possible to conduct more studies drawing from the excluded literature in specific contexts and particular fields, such as the use
of social media tools, biometric technologies, and implications
of AI for the health and wellness sector. More details on the
recommended future research as well as some of the limitations
of this study are presented in the subsequent segments.
Moreover, MLR methodology emphasizes the importance of
clear stopping criteria based on, for example, ‘theoretical saturation’, ‘effort boundedness’ and ‘evidence exhaustion’ (Garousi et
al., 2019). Therefore, for the additional literature search only
the first fifty results from each of Google, Google Scholar, and
the university database were considered, whereas, when using the snowball and backlinks techniques, up to three levels
of references were explored. This criterion is justified due to
the fact that the most significant literature sources often appear
on top. ‘Ethical challenges of leadership in the digital era’ is an
ever-evolving topic that is widely discussed, so to include more
literature would have led to data enervation and also derailed
the topic into a never-ending discussion.
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Key Words Identification

Records after duplicates removed from the
above-mentioned subject areas (n = 1046)

Full text records assessed for eligibility
(n = 86)

Included

Screening

Records identified through Jyväskylä
University’s Library Database, JYKDOK –
International E-material Search (n = 5,386)
(Restrictions applied: Only English Language
materials, Between 1985 – 2020)

Eligibility

Identification

Digitalization* AND 'Ethical concern* AND 'Leadership and management'

Records screened (n = 1046)

Records from database obtained for qualitative
review (n = 15)

Filters applied next (JYKDOK List of Subjects):
Leadership, Business, Economics, Management,
Business and Management, Innovations, Information
Technology, Ethics, Decision Making, Communication,
Bigdata, AI, Industry 4.0 and Sustainability

Records excluded (n = 963)
Full text records excluded with reasons (n = 71)
• At least one or more key words or related terms not
included in their title, abstract or introduction chapter.
• Not directly engaging in the discussion about ‘ethical
concerns of leadership in the digital era’.
Literature added through back link searches,
snowballing methods and expert recommendations (n =
68)

Final data set included in the qualitative review (n = 83)

Figure 1. Literature search strategy and selection criteria.
Source Selection, Data Extraction and Synthesizing

It is essential to disclose that some of the literature included
in this study does not exclusively discuss the topical issues of
‘digitalization’ ‘ethical challenges of leadership’ and ‘contemporary organization’. The intention behind this decision is to offer
a comprehensive and holistic view of the topic, with adequate
background information, historical foundations, systemic coherence, and interdisciplinary relationships.
Moreover, the studied topic itself is very closely intertwined
with topics like human resource management (HRM), public
administration, e-governance, and cybersecurity, among others. This automatically demands the inclusion of some literature from those domains as well. However, as recommended
by Adams et al. (2017), Garousi et al., (2019), Snyder (2019),
and Paul and Criado (2020), only sources that provide direct
theoretical, methodological, and empirical evidence to the review topic and research questions were included.
Adams et al. (2017) highlight that despite the apparent benefits of grey literature, proper methodological guidance is remarkably rare concerning its inclusion, particularly in the field
of MOS. Garousi et al. (2019) also share this view. The researchers also claim that the inclusion of grey literature entails
even greater challenges regarding data management, extraction,
and synthesizing. This study primarily follows the guidelines
presented by Adams et al. (2017) and Garousi et al. (2019) for
data extraction and synthesizing.
During the review process, a specific literature review specification table was developed. At the same time, the literature was
categorized into three conceptual areas of discussion:
1. Big data, algorithmic decision-making and the changing
role of leadership
34

2. Computer and information ethics to AI ethics and
emerging challenges to leadership
3. Ethical organization systems design and the emerging
challenges to leadership in the digital era
As per the guidelines of Adams et al. (2017), grey literature in
this study is mainly included as supplementary evidence, rather
than a competing form of evidence. Likewise, this study includes mainly the ‘Tier-1’ and ‘Tier-2’ grey literature, with a few
exceptions of ‘Tier-3’ materials (ibid, 2017, p. 435). Hence, the
included grey literature is of ‘similar status, findings and confidence levels’ with the scientific literature. Thus, there was no
need to report them separately. The qualitative data synthesis
as determined by the research questions and the review results
are discussed next.
Results
Literature Sources

Literature search results have revealed that publication of new
literature from 1985 to 2020 on the topic of digitalization and
ethical challenges of leadership generally increased since 2010
and skyrocketed during the last few years in particular. The literature review specification table in Appendix 1 consists of all
the references, primary sources, publication titles, and numeric
indications of 3 main conceptual areas of discussion as listed
above. Hence, it provides answers, particularly to RQ 1, concerning what has been previously studied and is available surrounding this topic.
For the purpose of this study, literature sources have been divided into three categories: Research literature (scientific, peerreviewed articles), White literature (academic and theoretical
http://ejbo.jyu.fi/
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books) and Grey literature from other sources (please refer to
the Appendix -1 for more details).
As presented in the table in Appendix 1, a total of 83 works
of literature were reviewed in this study. Among them, there
are 40 scientific peer-reviewed journal articles, 23 academic and
theoretical books, and 20 grey literature. Hence, both theoretical and conceptual as well as empirical studies are included,
while all the research literature included in this review is comprised of qualitative papers. Seventy-eight of the reviewed literature works were published during 1985–2020, except for five,
which are considered classical and foundational works within
this field of study, and therefore important to include in the review. Please also refer to the detailed explanation of the criteria
and strategy for the literature search, presented above.
Findings

The descriptive information and a synthesis from the review of
literatures, included in Appendix 1, in terms of their effects on
and contributions to (Snyder, 2019) the three main conceptual
areas of discussion is presented below. This section thus provides answers to research questions stated above in ‘Research
Design and Methodology’.
Despite the fact that ethics, leadership, and digitalization are
widely discussed fields of study in academic research, scholarly
debates, and the business world, the literature search results
and review in this study have revealed that ‘ethical challenges
of leadership in the digital era’ as a unified research concept is
still in an evolutionary phase. It is difficult to find explicit statements on the emerging ethical challenges of leadership in the
digital era, so the issue was found discussed in subtler forms
instead, from the viewpoint of ‘ethics of digitalization’ in general
and its apparent consequences in the organizational systems,
including leadership work.
Big Data, Algorithmic Decision-Making and the Changing Role of
Leadership
The literature reviewed in this study reveals that digitalization
is a ‘double-edged sword’, particularly for leaders. For instance,
as noted by Entschew and Suchanek (2017), Capurro (2017)
and Royakkers et al. (2018) default digital designs or a demand
for permanent availability, efficiency at the expense of personal
privacy, unfair monetization of personal data, and the growing
public concerns regarding the ‘spying eyes’ of various digital
technologies such as IoTs, biometrics, VR and AR technologies have compounded the complications facing leaders in the
search for balance between traditional ways of managing organizations and the pressing market need for the adoption of
new technologies.
Poikola et al., (2020) and Sandvik (2014) state that the exponential rate of data collection in all aspects has resulted in a
‘general digitalization of human lives’. Hence, Longbing (2017)
proposes a theoretical concept for ‘Big Data Science and Analytics’ as a ‘very necessary disciplinary science in the making’
that will transform not only the core data oriented scientific and
engineering fields but the fields of social science, business and
management as well, thereby becoming a true enabler of a ‘new
platform economy’, towards further digitalization of leadership
work, enabled by AI and algorithmic decision-making.
On the other hand, Siebecker (2020) claims that despite
the ethicists’ major concerns regarding apparent problems
with algorithmic reasoning, AI makes a ‘compelling case for
integrating moral considerations into board decision making’.
However, ‘AI systems are only as good as the data we put into
them’, so inputting ‘low quality, biased and bad data’ can be ter35
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ribly damaging to organizations and societies, Siebecker warns.
Hence, as noted by Belton (2019), apart from other requirements, digitalization of leadership, for instance adoption of AI
powered advanced digital technologies such as big data analytics and machine learning, demands a sophisticated 'information governance system' for the creation, transmission, storage,
analysis, use, valuation, security, and deletion of acquired data
or information. Here, Belton reminds us that countries (such
as China, the USA, and Germany) have adopted vividly distinct approaches to issues such as information governance, data
security, e-commerce. Consequently, organizational leaders are
facing various legal and moral challenges.
Davenport and Katyal (2018) and Park (2018) explain that
it is the duty of leaders to ensure reliable digital infrastructure
for data and privacy protection before the adoption of 'smart
services’. Clavell (2018) shares this view and writes further that
‘complications in data sharing among authorities’, securing support and digital readiness among the personnel involved in the
process, and developing a response mechanism for potential
mismatches or unintended results from the use of new technology are among the other challenges for organizational leaders.
On the other hand, Brynjolfsson and Kahin (2000), McAfee and Brynjolfsson (2012) and Brynjolfsson and McElheran
(2016) observed that along with the evolution of the new ‘platform economy’, traditional reliance on ‘intuition’ has been indeed replaced by data-driven decision-making (DDD). However, the critical question for leaders and managers in this ‘new
normal’ is how to access and determine ‘better data’ for ‘better
decision-making’. Organizational leaders thus find it challenging to keep track of how AI-based digital technology has been
transforming jobs and leadership roles and to formulate an evidence-based ‘sense and respond’ approach for the same (Brynjolfsson and Saunders 2010; Mitchel and Brynjolfsson, 2017).
Additionally, as maintained by Dijck (2014), leaders and managers need to avoid and challenge the ‘objective quantification’
of human behaviour and sociality that has been made possible
by so-called ‘bigdata analytics’.
Havens (2014) notices the fundamental problem concerning bigdata and algorithmic decision-making is that individuals
are not in charge of controlling their data. Havens warns that
potential inputting of 'erroneous personal statistics' and exclusion of individuals from 'digital self-examination' is not only seriously undermining the true potential of AI and subsequent
technologies built on personal data but also eventually failing
it, as it could lead to the erosion of public or consumer trust
– Hence, there is a risk that digitalization of leadership could
become a failed or unfinished project. Fortunately, as noted by
Havens there are rays of hope that a number of such initiatives
are taking place worldwide towards ‘individual control of data’,
‘beyond discussions of privacy or transactions’. For instance, the
EU General Data Protection Regulation (GDPR, 2016) and
the MyData Initiative (Poikola et al., 2020) are portrayed as
initiatives in that direction.
Nonetheless, it remains a fact that people today are living
under constant fear of breaches of cybersecurity and the potential theft of their identities, bank credentials, credit card data
and other personal information (Kizza, 2013, pp. 9-11, Kumar
and Rosenbach, 2019). The recent psychotherapy centre data
breach in Finland (Yle, 2020) has once again awakened us with
a brutal reminder of the emerging challenges and ethical tensions on the part of leadership caused by digital technologies
in contemporary organizations. The World Economic Forum
(2019) also highlights ‘data fraud or theft’ and ‘cybersecurity’ as
the major challenges in terms of their impact in contemporary
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organizations and leadership work. The document posits that
while it is unrealistic to expect ‘complete immunity’ from such
threats and attacks, the task of leadership is to keep the risks to
an ‘acceptable level’.
In the field of Human Resource Management (HRM), traditionally aligned HR processes and information systems along
with a lack of high-quality data are cited as the primary factors impeding adoption of advanced HRA (Dahlbom et al.,
2019). Dahlbom et al. therefore argue that HR should evolve
from its traditional administrative role into a 'data-driven decision science of its own' – Thereby integrated into the 'critical
decision-making body', i.e., the leadership team in an organization. Longbing (2017) also shares this view. However, these
researchers highlight the utmost need to remain vigilant concerning the potential legal and ethical challenges that further
digitalization of HR decision-making could entail.
Auvinen and Lämsä (2020) observe that the use of technology
in HRM and organizational governance in general is not without problems. They see the major challenges as being a mechanistic viewpoint, machine-like treatment of human beings, and
threats to privacy protection. Likewise, Leicht‑Deobald et al.
(2019) and Capurro (2017) find that AI systems do not have
‘moral imagination power’ and lack the ability for ‘practical interpretation of the norms’. Hence, the writers maintain that algorithmic decision-making is legally and ethically problematic
as of now. They recommend that organizational leaders and
HR managers should be trained in critical data literacy, broad
ethical awareness, and ‘participatory design methodologies’ for
minimizing risks.
Computer and Information Ethics to AI Ethics and Emerging Challenges to Leadership
The review of literature in this study upholds that understanding the history of computer ethics provides us with a starting
point in dealing with the digitalization of leadership and emerging ethical challenges. Following in the footsteps of Wiener’s
pioneering works on setting the foundations of the field of computer and information ethics (discussed above in ‘Theoretical
and Conceptual Backgrounds’), Maner (1980), Weizenbaum
(1976), Bynum (2000), Parker et al. (1990), ACM (1992),
Johnson (1985) and Moor (1985) have all contributed to the
subsequent development of the field with their emphasis on the
need for a comprehensive analysis of the nature and social impact of computer technology, and they also stress that formulation and justification of policies for the ethical use of the same
is essential.
Maner (1996) opens a ‘uniqueness debate’ with the idea that
computer ethics is a specific and autonomous academic discipline dealing with specific issues associated with computer technologies, thereby having no correlation to the history of classical ethics. Johnson (1985), on the other hand, maintains that
ethical challenges and problems posed by computer technology
are merely the moral dilemmas and disguised classical problems
of ownership, power, responsibility, and privacy. Furthermore,
Walsham (1996) and Johnson (1999) argue that rather than
leading to the creation of a new universal ethical system, computer ethics will simply continue to develop as a specific branch
of applied ethics within the existing system. Likewise, Donald
Gotterbarn (1991 and 2001) believes that computer ethics is
nothing more than developing codes and a standards of ethics
for computing professionals and specialists. In the digital era,
this includes organizational leaders and managers as well.
Figure 2 (p. 37) displays the conceptual development of ethics in the field of digitalization. For instance, Floridi (1999 and
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2008) dismisses the idea that standard ethical theories (classical
ethics theories, discussed above) are enough to deal with the
problems of computer ethics. Hence, Floridi proposes a new
field of study, termed ‘information ethics’, as the foundational
and philosophical counterpart of computer ethics.
Writers like Avolio, Kahai and Dodge (2001), Avolio and
Kahai (2003) and Brynjolfsson and Saunders (2010) have dedicated their work to e-leadership and the digitalization of leadership. For instance, they maintain that digitalization has challenged traditional power dynamics in organizations, ultimately
bringing about intense pressure on leadership and management
professionals. These writers recommend balancing the traditional leadership practices with the new e-leadership model,
making ethical choices and wisely using technology not only ‘to
reach’ but ‘to touch’ all employees and stakeholders.
Whereas, distinguishing the truly sustainable long-term opportunities from the short-term hype of the ongoing digital
disruption is a major challenge faced by the leaders in contemporary organizations (Urbach and Röglinger, 2019). At this
point, it is worthwhile to remember that ‘a Hong Kong based
venture capital firm, Deep Market Ventures, appointed an AI
software entity, Vital, to its board of directors in 2014’ (Siebecker 2020, p. 96). Likewise, the Finnish digital technology
firm Tieto (2016) informed the public that it had appointed
‘Artificial Intelligence’ as a member of the leadership team of
its new data-driven businesses unit. These are only a few representative examples. Similar other practices have been reported
around the world in recent years. Hence, the consequent ethical
and legal challenges regarding digitalization (of leadership) are
ever-increasing (Wood-Harper et al., 2006; Kizza, 2013; Sandvik, 2014; Bunz, 2017; Mitroff, 2019).
The literature review suggests that apart from the anxiety
regarding the need for major organizational restructuring and
fear of unequal distribution of the potential benefits from the
ongoing digital disruption, the apparent lack of industry standards and ‘ethical codes’ for the application of AI based digital
technologies in organizational governance and operation has
been noticed as an imminent challenge to leadership work and
professions in the digital era (Sandvik, 2014; The IEEE, 2017;
Havens, 2018; Royakkers et al., 2018; Belton, 2019; the EU,
2019 & 2020). Ala-Pietilä and Lundström et al. (2019, pp. 3637) and Koski and Husso (2018, pp. 12-19) also share this view
and write further that it is therefore important to formulate an
appropriate ‘state intervention mechanism’ for ‘smart regulation
and healthy competition’ supervision in this field, so that ethical
challenges to leadership could be minimized.
The IEEE (2017, pp. 61-65 and 182-190), The EU (2019),
Havens (2018) and Davenport and Katyal (2018) propose that
an ethical framework for AI-based digital systems, which is
already a desperate need of our times, can be built upon the
same foundations as ‘classical ethics’ as well as ‘computer and
information ethics’ (discussed above) by embedding fundamental human rights, values and wellbeing metrics in their design
and operation. An EU white paper on AI (2020) urges member
states to assume leadership roles and formulate new national
legislations on AI technology in order to ensure citizens’ trust
and confidence. However, ‘laws are not always up to the speed
with technological developments’ (EU, 2019), so AI-based digital technologies should adhere to ethical norms in the first place.
Moreover, countries like Japan are already headed for society 5.0 (Gladden, 2019). Gladden projects that autonomous
robots and AI systems will become active participants or even
full members in such a society. Still, their recognition as moral
subjects or political entities will remain an unrealistic scenario.
http://ejbo.jyu.fi/
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Figure 2. Conceptual development of ethics in the field of digitalization.

However, along with natural biological human beings, human
beings altered or enhanced with futuristic technologies (to various degrees) will make up the predominant members in society 5.0. This will further diversify human society, increase the
risk of inequality, and also further complicate the ethical and
legal challenges concerning the use of AI technologies, Gladden
maintains.
Ethical organization systems design and the emerging challenges to leadership in the digital era
The review of literature in this study reveals that complications
in ethical organization systems design in itself stands as a major
ethical challenge to leadership in the digital era. As noted by
Burrell and Morgan (1979, pp. 152-156), organizations are ‘living systems’ open to their environments wherein the social system is considered a positive, but a technological system is seen
as an element that leads to complications. Also worthy of note
here are Robey and Boudreau’s (1999) discussion on the ‘logic
of opposition’ against the ‘logic of determination’, and Clegg et
al.’s (2001) recommendation for taking an approach of ‘practical
relevance’ instead of ‘rhetorical significance’ to studying the consequences of information technology in organizational systems
and the apparent challenges to leadership.
However, Gharajedaghi (2011, pp. 16 & 29-30) explains that
unlike the system thinking of the first and second generations,
the system thinking of the digital age has to deal with the challenges of interdependency, self-organization and choices all at
once. Hence, the leaders of the digital era are required to possess and demonstrate abilities to adapt and reinvent themselves
accordingly. As well, Auvinen and Lämsä (2020) have observed
that self-organizing capabilities of organizations are largely
shaped by the operating environment.
Today, a crisis of meaning and eroding moral authority is
largely persistent in contemporary organizations around the
world (Brown and Tervino 2006; Brown and Mitchell 2010;
Bolman and Deal 2017). Hence, Riivari and Lämsä call for not
only a positive attitude, but also ‘leadership by example and
ethical role modelling’ (2019, p. 233) as essential for promoting
ethical virtues of innovativeness in digital-era organizations).
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Epley and Kumar (2019) argue that ethics is indeed not only
a 'belief problem' but also a ‘design problem’ in contemporary
organizations, where leaders can play decisive roles with simple yet effective actions. According to Epley and Kumar, ethical organization systems design can be as simple as embedding
ethical principles into an organization’s strategies and policies,
setting up a top priority for ethical leadership practice, establishing an incentive-based culture for ethical behaviour and
encouraging ethical norms in everyday operations. Auvinen et
al. (2019) examine the correlation of digitalization and ‘strategy
narration’ by leaders, noting that there is an increasing demand
for ‘organizational transparency’ and ‘responsible communication’ by leaders in all sectors.
However, as maintained by Filabi and Haidt (2017) and
Floridi et al. (2018), a results-driven ethical framework or system design in the digital era involves consistency and alignment
of personal, organizational, and regulatory readiness and commitment. Additionally, Singer (2002, pp. 1-13) and Groarke
(1998) maintain that phenomena such as globalization, climate
change, terrorism, cybersecurity, and organizational restructuring are no longer exclusively the concern of public policy and
international diplomacy: they also determine business culture
and leadership ethics, or at least to a large extent thinking about
ethics in organizations. Chernyak-Hai and Rabenu (2018) explored the need for readjustments in social exchange theory
(SET) used to understand labour relationships, in order to better align it with the technological, political, globalization, and
economic changes of the recent decades, so that the challenges
to leadership associated with the same could be minimized.
Dolgin (2012) coined the term ‘new economy of the information society’, a phenomenon for which a definitive name and
leadership model has not yet materialized. Froese (2017) proposes an updated vision to the new organizational equilibrium
for the 21st century, towards developing a ‘systematic approach’
consisting of the planning and implementation of ‘strategies and
processes’ to achieve and maintain a balanced equilibrium in organizations. Similarly, Fiorini et al. (2020) discuss the global
leadership challenge in the 21st century with an integrated and
strategic perspective in science, engineering and technology
(SET) towards a radical redesign of organizational systems and
the role of leadership.
Moreover, Caruso (2017) argues that among other challenges, the potential emergence of ‘knowledge workers’ as the
‘new elites’ is an imminent social challenge that digitalization
and the fourth industrial revolution entails – While the technology industry’s failure or unwillingness to predict ‘prescribed
consequences’ to jobs and organizational design stands as yet
another major challenge to leadership work. Capurro (2017)
observes it more like a ‘digital class divide’. Chernyak-Hai and
Rabenu (2018) share this view and write further that the new
role of leadership in this new reality is about balancing organizational politics and power relationships, along with ensuring
‘distributive justice’ in order to avoid ‘reproduction of employee
inequality’ and ‘counter-productive behaviour’ in organizations.
Recommedations for Future Research
As discussed above, organizations and their leaders often perceive and portray digitalization as a critical response needed
to drive innovation and efficiency towards increasing levels of
business agility, along with meeting the rising customer expectations for individualized experiences. Digitalization of leadership work often appears at the top of this process. However,
technological developments naturally require considerable adhttp://ejbo.jyu.fi/
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aptation, including making ethical choices on the part of leadership in organizations, while also remaining efficient in the ‘old
world order’ (e.g., Avolio et al. 2001, pp. 615 & 623). Therefore,
the challenges facing leaders in making ethical choices while
working together with advanced, often autonomous digital systems should be studied empirically as a separate research topic
in itself.
The ethical challenges of leadership associated with the proposed new field of bigdata science (e.g., Longbing, 2017) and
the ‘ethical data economy’ (e.g., Poikola et al., 2020; Ala-Pietilä
and Lundström et al., 2019), which are often considered in the
literature reviewed within this study, demand further empirical investigation. In relation to the same, it is vital to conduct
more research regarding the ethical challenges of leadership in
formulating an evidence-based ‘sense and respond’ approach
(Brynjolfsson and Saunders 2010; Mitchel and Brynjolfsson,
2017) that that the writers claim can be built on the strategic
value offered in the form of bigdata.
The EU General Data Protection Regulation (GDPR, 2016)
and the ‘MyData Initiative' (Poikola et al., 2020) are portrayed
as a ‘coherent data protection framework’ and a true companion
to organizational leadership towards promoting an ethical data
economy based on an open business environment, economic
certainty, and transparency for the involved stakeholders, including leaders and managers in all kinds of organizations. This
topic in conjunction with Nissenbaum’s (2010) argument that
privacy and data security as the ‘subjects of contextual determination’ can be a whole new topic of research, in terms of their
applied effectiveness and leadership experiences for the same.
Increasing public concerns regarding control and filtering of
freedom of expression along with issues like unfair power balance in the use of digital technologies are noticed in this study
as challenges to leaders in the digital era, while assurance of
cybersecurity and embedding privacy and digital trust into the
DNA of organizations (e. g., Stone, 2019; WEF, 2019) have
been proposed as potential solutions. Thus, it is important to
conduct further studies to find out the required qualities, effectiveness, and challenges of leadership in addressing these issues.
The majority of the literature reviewed in this study highlights the apparent lack of industry standards and universally
accepted ‘ethical codes’ for AI-based digital technologies as the
major ethical challenge of leadership in the digital era. Moreover, additional ethical dimensions associated with the artificial
superintelligence (ASI) now in the making and the AI provisions designed for critical sectors, such as health care, transportation, law enforcement and legal systems as well as ‘physical
harm’ or warfare are emphasised in much of the literature. Likewise, emotional intelligence, affective computing, and the mixed
reality provisions being embedded in AI development are also
noted as further challenges to leaders. Hence, more scholarly
engagement exclusively surrounding this topic, an ethics of AI,
is highly recommended, along with challenges to leadership in
contemporary organizations.
Moreover, this study highlights only a general scenario regarding the ethical challenges of leadership in the digital era.
Thus, it would be beneficial to conduct further study in a country-and-field-specific context within this topic. For instance,
how leadership work has transformed due to AI-based digital
technologies in Finland and what ethical challenges leaders
are facing, such as in education, health and wellness, or banking and finance. Likewise, the major challenges for an ethical
organization system design in the digital era could be studied
more thoroughly and empirically in future studies.
Moreover, future studies in this field could also focus on the
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impact of rapid digitalization in organizational, professional,
and family life that has been driven by the sudden appearance
of the Covid-19 global pandemic and has highlighted the underlying ethical problems, unfair organizational designs, broken
systems, and failure of leadership both within the governmental
structures and business world (Fiorini et al., 2020).
Discussion and Conclusions
Drawing upon the method of multi-vocal literature review
(MLR), this study explored the emerging ethical challenges
of leadership in the digital era. As presented above, adoption
of AI-based digital systems in organizational governance and
operation is largely contributing to rapid digitalization of leadership work. At the same time, the general digitalization of
human life and the security of personal data have become the
primary concern for leaders and the pivotal point of discussion
in both the academic community and business world today –
While leaders are often struggling to determine ‘quality and
strategic usefulness’ (Brynjolfsson and Saunders, 2010) as well
as legal and moral clarity in the use of specific data sets.
Figure 3 (p. 39) summarizes the major ethical challenges of
leadership in the digital era. The challenges can be realized in
terms of socio-economic, political, and environmental challenges, and they fall within the main three conceptual areas of
discussion as presented in the findings of this study. How digital technologies can be used to improve the processes and outcomes of businesses without compromising ethical and moral
duties of leadership and management is a major question today.
A swift introduction of new regulatory policies and an ethical
framework for emerging digital technologies as the new companion to leadership is an imminent need of the time. Moreover, digital-age leaders and managers are required to be able to
clarify the relationship between professional ethics and applied
ethics for AI and autonomous digital systems, while also critically examining the essence of classical ethics in terms of their
applicability for the same. The popular term coined by Moor
in 1985, ‘policy vacuums’, concerning the governance of computer systems (digital technologies) still refers to an unsolved
problem. Hence, those vacuums are the real ethical challenge to
organizational leaders in the digital era.
Moreover, as revealed by Robey and Boudreau (1999, p. 170)
there is still no consistency among academics and practitioners
regarding the true consequences or impact of the application
of digital technologies to leadership work and organizational
systems. Manner’s (1996) uniqueness debate, which was reinforced by Gorniak (1996), concerning computer ethics is being
further developed today, as AI ethics or ethics of digitalization
in general are slowly taking centre stage in the universal ethics
debate around the globe (Bynum, 2015). Ethical challenges of
leadership are very much dependent on the settlement of this
debate and the development of universally accepted codes of
ethics.
Important consideration of the human dimension of digitalization and compliance with fundamental concepts of ethics is not only contributing to ethical organization systems design and leadership excellence, but it is also strengthening the
case for further development of advanced digital technologies
in itself. However, the ongoing digital disruptions, emergence
and domination of multinational business corporations and
supranational governing agencies that severely challenge the
traditional roles and power exercises performed only by nationstates are largely intertwined, and have become a major challenging factor in ethical leadership practice globally. Hence,
http://ejbo.jyu.fi/
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Figure 3. Emerging ethical challenges of leadership in the digital era.

there is a sense of urgency to formulate ‘new ethics’ and a leadership model consistent with the age of globalization and technological disruption in order to create a more ethical, efficient and
just system of organizations.
Even though ethical neutrality is an unattainable ideal (WoodHarper and Wood, 1996), there is a growing need for education
and training in ethical implications for leaders, human resource
managers, and systems engineers. Furthermore, there is an imperative to ensure a readiness for continuous learning and proactive consciousness among leaders towards tackling the everincreasing ethical challenge posed by new technologies. At the
same time, there is so much to agree with in Clavell (2018), that
studying ethical, social, organisational, and technological challenges should not be understood as a way to limit the potential
of technology, but to ensure that it can reach its full potential. It
is not necessarily a debate for and against the use of technology,
but how to implement it without causing tensions among the
stakeholders or creating turmoil in organizations.
While this study is timely and includes the most recent contributions, it comes with limitations which should be considered and overcome in future studies. First, since the study was

designed to offer a general overview of prior research and highlight the ethical challenges of leadership in the digital era, the
author has not provided detailed propositions to the conceptual
categories outlined in the study. This needs to be addressed
by future studies. The second limitation concerns the data set.
The author primarily drew data from a local university database
and direct recommendations from academic experts within this
field. Hence, it is possible that some relevant literature stored
elsewhere might have been overlooked. Thus, future studies
could be conducted with comparative data sets from two or
more databases.
Acknowledgements:
This study was partially funded by the Foundation for
Economic Education (Liikesivistysrahasto) Finland, in the
form of an independent personal working grant.
Conflict of interest:
The author declares that there is no conflict of interest.

References
ACM (1992), “ACM Code of Ethics and Professional Conduct”, The
Association for Computing Machinery. Available online: https://
www.acm.org/about/code-of-ethics. Last accessed 19.07.2020.
Adams, R.J., Smart, P. and Huff, A.S. (2017), “Shades of Grey:
Guidelines for Working with the Grey Literature in Systematic
Reviews for Management and Organizational Studies”, International
Journal of Management Reviews, Vol. 19, pp. 432-454. Available
online: https://doi.org/10.1111/ijmr.12102.
Ala-Pietilä, P., Lundström, I., Fischer, M., Kaski, S., Kivimäki, I.,
39

Kulmala, T., Nurmi, J., Ryhänen, J., Vasara, A., and Ängeslevä, S.,
Kantola, K., Klemettinen, M., Kopponen, A., Koski, O., Laitinen,
L., Nissilä, J. and Sipinen, M. (2019), “Leading the way into the
age of artificial intelligence - Final report of Finland’s Artificial
Intelligence Programme 2019”, Helsinki: Government of Finland,
Ministry of Economic Affairs and Employment. Available Online:
https://julkaisut.valtioneuvosto.fi/handle/10024/161688, Last
accessed 15.07.2020.
Alasdair, M. (1998), A Short History of Ethics. A History of Moral
http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Philosophy from the Homeric Age to the 20th Century, Taylor &
Francis Group.
Auvinen, T. and Lämsä. A.M. (2020), “Human Resource Management
Trends in a Digitalizing Operating Environment”, EJBO - Business
and Organization Ethics Network (BON), Vol. 25 No. 1, pp.
14-26. Available Online: http://ejbo.jyu.fi/pdf/ejbo_vol25_no1_
pages_14-26.pdf, Last accessed 09.11.2020.
Auvinen, T., Sajasalo, P., Sintonen, T., Pekkala, K., Takala, T.
and Luoma-aho, V. (2019), “Evolution of strategy narration
and leadership in the digital era”, Leadership, Vol. 15 No. 2, pp.
205-225, SAGE Publications. Available online: https://doi.
org/10.1177/1742715019826426.
Avolio, B.J., Kahai, S. and Dodge, G.E. (2001), “E-Leadership
Implication for Theory, Research and Practice”, Leadership
Quarterly, Vol. 11 No. 4, pp. 615-668. Available online: https://doi.
org/10.1016/S1048-9843(00)00062-X.
Avolio, B.J., & Kahai, S.S. (2003), “Adding the "E" to E-Leadership:
How it may impact your leadership”, Organizational Dynamics, Vol.
31 No. 4, pp. 325-338. Available online: https://doi.org/10.1016/
S0090-2616(02)00133-X.
Belton, K. (2019), “Who will set the rules for smart factories?” Issues in
Science and Technology, Vol. 35 No. 3, pp. 70-76. Available online:
https://doi.org/10.3390/socsci8050148.
Bolman, L.G. and Deal, T.E. (2017), Reframing Organizations.
Artistry, Choice, and Leadership (6th Edition), San Francisco:
Jossey-Bass, DOI:10.1002/9781119281856.
Brown, M.E. & Tervino, L.K. (2006), “Ethical leadership: A review and
future directions”, The Leadership Quarterly, Vol. 17, pp. 595-616.
Available online: https://doi.org/10.1016/j.leaqua.2006.10.004.
Brown, M., & Mitchell, M. (2010), “Ethical and Unethical Leadership:
Exploring New Avenues for Future Research”, Business Ethics
Quarterly, Vol. 20 No. 4, pp. 583-616. Available Online: https://
doi.org/10.5840/beq201020439.
Brynjolfsson, E and Kahin, B. (2000, Editors), Understanding the
Digital Economy. Data, Tools and Research, Massachusetts: MIT
Press.
Brynjolfsson, E. and McElheran, K. (2016), “Digitalization and
Innovation: The Rapid Adoption of Data-Driven DecisionMaking”, American Economic Review: Papers & Proceedings
2016, Vol. 106 No. 5, pp. 133-139. Available online: http://dx.doi.
org/10.1257/aer.p20161016.
Brynjolfsson, E. and Saunders, A. (2010), Wired for Innovation. How
information technology is reshaping the economy, Massachusetts:
The MIT Press.
Bunz, M. (2017), “The need for dialogue with Technology”, in Schafer,
M.T. and van Es, K. (Eds), The Datafied Society: Studying culture
through data, Amsterdam: Amsterdam University Press, pp. 249254.
Burrell, G. and Morgan, G. (1979), Sociological Paradigms and
Organizational Analysis, London: Ashgate Publishing.
Bynum, T.W. (2000), “A Very Short History of Computer Ethics”, in
Newsletter on Philosophy and Computing, American Philosophical
Association, Summer 2000 Issue.
Bynum, T. (2015), “Computer and Information Ethics”, The Stanford
Encyclopedia of Philosophy (Summer 2018 Edition), in Edward N.
Zalta (Eds.). Available online: https://plato.stanford.edu/archives/
sum2018/entries/ethics-computer/, Last accessed on 15.11.2020.
Capurro, R. (2017), “Digitization as an ethical challenge”, AI & Soc.
Vol. 32, pp. 277-283. Available online: https://doi.org/10.1007/
s00146-016-0686-z.
Caruso, L. (2018), “Digital innovation and the fourth industrial
revolution: Epochal social changes?” AI & Society, Vol. 33 No. 3,
pp. 379-392. Available online: https://doi:10.1007/s00146-0170736-1.
40

Vol. 26, No. 1 (2021)

Ceruzzi, P.E. (2012), Computing: a concise history, Massachusetts: The
MIT Press.
Chernyak-Hai, L. (2018), “The new era workplace relationships: Is
social exchange theory still relevant?” Industrial and Organizational
Psychology, Vol. 11 No. 3, pp. 456-481. Available online: https://
doi:10.1017/iop.2018.5.
Clark, K. (2019), “Advancing the ethical use of digital data in human
research: Challenges and strategies to promote ethical practice”,
Ethics and Information Technology, Vol. 21 No. 1, pp. 59-73.
Available online: https://doi:10.1007/s10676-018-9490-4.
Clavell, G. (2018), “Exploring the ethical, organisational and
technological challenges of crime mapping: A critical approach to
urban safety technologies”, Ethics and Information Technology,
Vol. 20 No. 4, pp. 265-277. Available online: https://doi:10.1007/
s10676-018-9477-1.
Clegg, S. (2001), “Millennium management, changing paradigms
and organization studies”, Human Relations (New
York), Vol. 54 No. 1, pp. 31-36. Available online: https://
doi:10.1177/0018726701541005.
Cragg, W. (2012). “Plato, Business and Moral Leadership”, in Prastacos,
Wang and Soderquist (Eds.) Leadership Through the Classics:
Learning Management and Leadership from Ancient East and
West Philosophy, Berlin Heidelberg: Springer-Verlag.
Creswell, J.W. (2007), Quality inquiry and research design: Choosing
among five approaches, New York: SAGE Publications.
Dahlbom, P. (2019). “Big data and HR analytics in the digital era”,
Baltic Journal of Management, Vol. 15 No. 1, pp. 120-138.
Available online: https://doi:10.1108/BJM-11-2018-0393.
Davenport, T.H. and Katyal, V. (2018), “Every Leader’s Guide to
the Ethics of AI”, MITSloan Management Review, The USA:
Massachusetts Institute of Technology. Available Online: https://
sloanreview.mit.edu/article/every-leaders-guide-to-the-ethics-of-ai/.
Last accessed 05.05.2020.
Dolgin, A. (2012), Manifesto of the New Economy: Institutions and
Business Models of the Digital Society, DOI 10.1007 / 9783-642-21277-2. Available Online. https://link.springer.com/
book/10.1007/978-3-642-21277-2, Last accessed 05.10.2020.
Entschew, E. (2017), “Digital communication: A new challenge
for moral discernment”, Zeitschrift Für Wirtschafts- Und
Unternehmensethik, Vol. 18 No. 3, pp. 347-369. Available Online:
https://doi:10.5771/1439-880X-2017-3-347.
Epley, N. and Kumar, A. (2019), “How to Design an Ethical
Organization”, Harvard Business Review (May–June 2019, pp.
144-150). Massachusetts: Harvard University, Available Online:
https://hbr.org/2019/05/how-to-design-an-ethical-organization.
Last accessed 15.05.2020.
Filabi, A. and Haidt, J. (2017), Ethical systems design: what smart
leaders are using to improve their organizations (and the world).
Available Online: https://www.weforum.org/agenda/2017/01/
ethical-systems-design-what-smart-leaders-are-using-to-improvetheir-organizations-and-the-world/, Last accessed 10.06.2020.
Floridi, L. (1999), “Information ethics: On the philosophical
foundation of computer ethics”, Ethics and Information
Technology, Vol. 1, pp. 33-52. Available online: https://doi.
org/10.1023/A:1010018611096.
Floridi, L. (2008), “Foundations of Information Ethics”, in The
Handbook of Information and Computer Ethics (K. E. Himma and
H. T. Tavani, Eds.), John Wiley & Sons Inc. Hoboken, NJ, USA.
doi: 10.1002/9780470281819.ch1.
Floridi, L., Cowls, J., Beltrametti, M. et al. (2018), “AI4People - An
Ethical Framework for a Good AI Society: Opportunities, Risks,
Principles, and Recommendations”, Minds and Machines, Vol. 28,
pp. 689–707. Available online: https://doi.org/10.1007/s11023018-9482-5.
http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Fiorini, R. (2020), “Global transformative leadership in the 21st
century: A science, engineering, technology integrated and strategic
perspective”, Cadmus, Vol. 4 No. 2, pp. 56-87. Available online:
https://jyu.finna.fi/PrimoRecord/pci.proquest2433186287, last
accessed on 25.06.2020.
Foucault, M. (1983), Discourse and truth: the problematization of
parrhesia: 6 lectures given at the University of California at Berkeley,
October–November 1983. Available online: https://foucault.info/
parrhesia/, last accessed on 03.11.2020.
Groarke, A. (2017), “Organizations in balance: Revitalizing the concept
of organizational equilibrium”, Umweltwirtschaftsforum, Vol. 25
No. 1-2, pp. 51-59. Available online: https://doi:10.1007/s00550017-0453-8.
Gharajedaghi, J. (2011), Systems Thinking: Managing chaos and
complexity – A platform for designing business architecture,
Burlington: Elsevier (Morgan Kaufmann) Inc.
Gladden, M. (2019), “Who will be the members of society 5.0? Towards
an anthropology of technologically posthumanized future societies”,
Social Sciences, Vol. 8 (5) No. 148. Available online: https://
doi:10.3390/socsci8050148.
Gorniak-Kocikowska, K. (1996), “The Computer Revolution and
the Problem of Global Ethics”, in T. Bynum and S. Rogerson
(eds.), Global Information Ethics, Guildford, The UK: Opragen
Publications, 177–90.
Gotterbarn, D. (1991), “Computer Ethics: Responsibility Regained”,
National Forum: The Phi Beta Kappa Journal, Vol. 71, pp. 26-31.
Gotterbarn, D. (2001), “Informatics and Professional Responsibility”,
Science and Engineering Ethics, Vol. 7 No. 2, pp. 221-30.
Groarke, L. (1998), The Ethics of the New Economy: Restructuring
and Beyond, Wilfrid Laurier University Press.
Havens, J.C. (2014), “Artificial Intelligence Is Doomed if We Don't
Control Our Data”, Mashable. Available Online: https://mashable.
com/2014/09/16/artificial-intelligence-failure/?europe=true, Last
accessed 10.10.2020.
Havens, J.C. (2015), “The importance of human innovation in
A.I. ethics”, Mashable. Available Online: https://mashable.
com/2015/10/03/ethics-artificial-intelligence/?europe=true, Last
accessed 10.10.2020.
Havens, J.C. (2018), “Creating Human Standards for Ethical
Autonomous Intelligence Systems (A/IS)”, AI Matters, Vol. 04
No. 1, pp. 28-31, California: The IEEE. Available online: https://
doi.org/10.1145/3203247.3203255, Last accessed on 10.10.2020.
James H. Moor (1985), "What Is Computer Ethics?", in Terrell Ward
Bynum, ed., Computers and Ethics, Blackwell, 1985, pp. 266275 (Published as the October 1985 issue of Meta-philosophy).
Available online. https://doi.org/10.1111/j.1467-9973.1985.
tb00173.x.
Johnson, D.G. (1985, 1994, 2001), Computer Ethics, Prentice-Hall.
Johnson, D.G. (1999), Computer Ethics in the 21st Century, A keynote
address at ETHICOMP99, Rome, Italy, October 1999.
Johnston, P. and Johnston, P. (1999), The Contradictions of Modern
Moral Philosophy: Ethics after Wittgenstein, Taylor & Francis
Group.
Kizza, J.M. (2013), Ethical and Social Issues in the Information Age
- Texts in Computer Science, London: Springer-Verlag, DOI
10.1007/978-1-4471-4990-3_1.
Koski, O. and Husso, K. (2018), “Work in the age of artificial
intelligence: Four perspectives on the economy, employment,
skills and ethics”. Ministry of Economic Affairs and Employment,
Helsinki Finland. Available Online: https://julkaisut.valtioneuvosto.
fi/handle/10024/160980, Last accessed 15.07.2020.
Kumar, A. and Rosenbach, E. (2019), “The Truth About the Dark
Web”, Finance and Development, September 2019 (pp. 23-25),
Paris: International Monitory Fund (IMF). Available Online:
41

Vol. 26, No. 1 (2021)

https://www.imf.org/external/pubs/ft/fandd/2019/09/pdf/thetruth-about-the-dark-web-kumar.pdf. Last accessed 10.08.2020.
Lämsä, A.M., Auvinen, T.P., Heikkinen, S.S. and Sintonen, T. (2018),
“Narrativity and its application in business ethics research”, Baltic
Journal of Management, Vol. 13 No. 2, pp. 279-296, Available
online: https://doi.org/10.1108/BJM-06-2017-0196.
Leicht-Deobald, U., Busch, T., Schank, C. et al. (2019), “The
Challenges of Algorithm-Based HR Decision-Making for Personal
Integrity”, Journal of Business Ethics, Vol. 160, pp. 377–392.
Available online: https://doi.org/10.1007/s10551-019-04204-w.
Lewis, H. and Kellogg, S. (2011), The Essence of Aristotle’s
Nicomachean Ethics, Edinburg: Axios Press.
Maner, W. (1980), Starter Kit on Teaching Computer Ethics, Helvetia
Press.
Maner, W. (1996), “Unique ethical problems in information
technology”, Science and Engineering Ethics, Vol. 2, pp. 137-15.
Available online: https://doi.org/10.1007/BF02583549.
McAfee, A. Brynjolfsson, E. (2012), “Big Data: The Management
Revolution”, Harvard Business Review; Boston Vol. 90 No. 10, pp.
61-68. Available online: https://hbr.org/2012/10/big-data-themanagement-revolution.
Mill, J.S. (2009), Utilitarianism, The Floating Press.
Miroslav. V. (2015), “The history of computer ethics and its future
challenges, Information Technology and Society Interaction
and Interdependence”, Proceedings of 23rd Interdisciplinary
Information Management Talks (IDIMT 2015), Linz: Trauner
Verlag Universitat, pp. 325-333. Available online at: https://
www.researchgate.net/publication/285512569_The_history_
of_computer_ethics_and_its_future_challenges, Last accessed
08.09.2020.
Mitchell, T. and Brynjolfsson, E. (2017), “Track how technology is
transforming work”, Nature, Vol. 544, pp. 290-292. Macmillan
Publishing (Springer Nature). DOI: 10.1038/544290a.
Mitroff, I.I. (2019), Technology Run Amok, Cham, Switzerland:
Palgrave Macmillan. Available online: https://doi.
org/10.1007/978-3-319-95741-8_8.
Nissenbaum, H. (2010), Privacy in Context. Technology, Policy and
the integrity of social life, California: Stanford University Press.
Park, S. (2018), “The fourth industrial revolution and implications for
innovative cluster policies”, AI & Society, Vol. 33 No. 3, pp. 433445. Available online: https://doi:10.1007/s00146-017-0777-5.
Parker, D.B., Swope, S. and Baker, B.N. (1990, Eds), Ethical conflicts
in information and computer science, technology and business,
QED Information Sciences.
Paul, J. and Criado, A.R. (2020), “The art of writing a literature review:
What do we know and what do we need to know?”, Elsevier Science
Direct, International Business Review, Vol. 29 No. 4. Available
Online: https://doi.org/10.1016/j.ibusrev.2020.101717.
Petrin, M. (2019), Corporate management in the age of AI, London:
University College London (UCL). Available online: http://dx.doi.
org/10.2139/ssrn.3346722.
Poikola, A., Kuikkaniemi, K. and Honko, H. (2020), MyData – A
Nordic Model for human-centered personal data management and
processing, Helsinki: Open Knowledge Finland. Available Online:
http://urn.fi/URN:ISBN:978-952-243-455-5, Last accessed:
25.07.2020.
Prastacos, G.P., Wang, F., and Soderquist, K.E. (2012, Eds.),
Leadership Through the Classics: Learning Management and
Leadership from Ancient East and West Philosophy, Berlin
Heidelberg: Springer-Verlag.
Riivari, E. and Lämsä, A.M. (2019), “Organizational Ethical Virtues of
Innovativeness”, Journal of Business Ethics, Vol. 155, pp. 223-240.
Available online: https://doi.org/10.1007/s10551-017-3486-6.
Robey, D., and Marie-Claude, B. (1999), “Accounting for the
http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Contradictory Organizational Consequences of Information
Technology: Theoretical Directions and Methodological
Implications”, Information Systems Research, Vol. 10 No. 2,
pp. 167-185. Available online: https://doi.org/10.1016/S09598022(99)00017-X.
Rogers, R.A.P. (1937), A short History of Ethics: Greek and Modern,
New York: Macmillan Publishing.
Royakkers, L., Timmer, J., Kool, L. et al. (2018), “Societal and ethical
issues of digitization”, Ethics Inf Technol, Vol. 20, pp. 127-142.
Available online: https://doi.org/10.1007/s10676-018-9452-x.
Sandvik, K. (2014), “Humanitarian technology: A critical research
agenda”, International Review of the Red Cross, Vol. 96 No.
893, pp. 219-242. Available online: https://doi:10.1017/
S1816383114000344.
Siebecker, M.R. (2019), “Making corporations more humane through
artificial intelligence”, The Journal of Corporation Law, Vol. 45
No. 1. Available online: https://jyu.finna.fi/PrimoRecord/pci.
gale_legal618690846.
Singer, P. (2002), One World: The Ethics of Globalization, Yale
University Press.
Snyder, H. (2019), “Literature review as a research methodology:
An overview and guidelines”, Journal of Business Research, Vol.
104, pp. 333-339. Available online: https://doi.org/10.1016/j.
jbusres.2019.07.039
Stone, S.M. (2019), Digitally Deaf: Why Organizations Struggle with
Digital Transformation. Cham: Springer Nature Switzerland.
Available online: https://doi.org/10.1007/978-3-030-01833-7.
The European Union (2016), Directive 95/46 / EC (General Data
Protection Regulation). Official Journal of the European Union,
Available Online: https://eur-lex.europa.eu/eli/reg/2016/679/oj,
Last accessed 27.07.2020.
The European Union (2019), Ethics Guideline for Trustworthy AI.
Brussels: The European Commission. Available Online: https://
ec.europa.eu/digital-single-market/en/news/ethics-guidelinestrustworthy-ai, Last accessed on. 10.06.2020.
The European Union (2020), White Paper on Artificial Intelligence: A
European approach to excellence and trust, Brussels: The European
Commission. Available online: https://ec.europa.eu/info/files/
white-paper-artificial-intelligence-european-approach-excellenceand-trust_en, Last accessed 15.07.2020.
Tieto (2016), Tieto the first Nordic company to appoint Artificial
Intelligence to the leadership team of the new data-driven businesses

42

Vol. 26, No. 1 (2021)

unit. Available online: https://www.tieto.com/en/newsroom/allnews-and-releases/corporate-news/2016/10/tieto-the-first-nordiccompany-to-appoint-artificial-intelligence-to-the-leadership-teamof-the-new-data-driven-business/. Last accessed 10.05.2020.
The IEEE (2017), The IEEE Global Initiative on Ethics of
Autonomous and Intelligent Systems, Ethically Aligned Design: A
Vision for Prioritizing Human Well-being with Autonomous and
Intelligent Systems, (1st Ed., Version 2). Available online: https://
standards.ieee.org/industry-connections/ec/ead-v1.html. Last
accessed 03.04.2020.
Urbach, N. and Röglinger, M. (2019, Editors), Digitalization Cases:
How Organizations Rethink Their Business for the Digital Age,
Switzerland: Springer International Publishing AG. Available
online: https://doi.org/10.1007/978-3-319-95273-4.
Walsham, G. (1996),
“Ethical theory, codes of ethics and
IS practice”, Information Systems Journal, Vol. 06 No. 01,
pp. 69-81. Available online: https://doi.org/10.1046/j.13652575.1996.00105.x.
Weizenbaum, J. (1976), Computer power and human reason: from
judgement to calculation, The USA: W. H. Freeman Publishing.
Wiener, N. (1948), Cybernetics: or Control and Communication in the
Animal and the Machine, Technology Press.
Wiener, N. (1950), The Human Use of Human Beings: Cybernetics
and Society, Houghton Mifflin.
Wiener, N. (1954, 2nd Edition Revised), The Human Use of Human
Beings: Cybernetics and Society, Doubleday Anchor.
Wiener (1964), God & Golem, Inc. - A Comment on Certain Points
where Cybernetics Impinges on Religion, The MIT Press.
Wood-Harper, A.T., Corder, S. and Wood, J.R.G. (1996), “How
We Profess: The Ethical Systems Analyst”, Communications
of the ACM, March 1996, Vol. 39 No. 03. https://dl.acm.org/
doi/10.1145/227234.227244.
World Economic Forum (2019), The Cybersecurity Guide for Leaders
in Today’s Digital World – Shaping the Future of Cybersecurity
and Digital Trust, Geneva: World Economic Forum, October
2019. Available online: https://www.weforum.org/reports/
the-cybersecurity-guide-for-leaders-in-today-s-digital-world . Last
accessed 05.10.2020.
Yle (2020), President Niinistö: "This affects all of us". Available online:
https://yle.fi/uutiset/osasto/news/psychotherapy_centres_
database_hacked_patient_info_held_ransom/11605460, Last
accessed 25.10.2020.

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Vol. 26, No. 1 (2021)

Appendix 1: Specification Table of the Reviewed Literature.

S. N. Literature

Source

Title

Areas of
Discussion*

Category*

1

ACM (1992)

The Association for
Computing Machinery.

ACM Code of Ethics and Professional Conduct.

2

Grey

2

Ala-Pietilä and
Lundström et.al. (2019)

Government of Finland,
MoEAE

Leading the way into the age of artificial intelligence - Final report
of Finland’s Artificial Intelligence Programme 2019.

2

Grey

3

Auvinen and Lämsä
(2020)

EJBO – Business &
Organization Ethics
Network

Henkilöstöjohtamisen Trendit Digitalisoituvassa
Toimintaympäristöss

1 and 3

Research

4

Auvinen et. al. (2019)

Leadership - SAGE
Publications.

Evolution of strategy narration and leadership in the digital era

3

Research

5

Avolio, Kahai and
Dodge (2001)

Leadership Quarterly.

E-Leadership Implication for Theory, Research and Practice.

2

Research

6

Avolio and Kahai (2003)

Organizational Dynamics Adding the ‘E’ to E-leadership: How it may impact your
– Elsevier Science Inc.
leadership.

2

Research

7

Belton et.al. (2019)

Issues in Science and
Technology

Who Will Set the Rules for Smart Factories?

1 and 2

Research

8

Bolman and Deal (2017) Jossey-Bass.

Reframing Organizations: Artistry, Choice, and Leadership (6th
Edition).

3

White

9

Brynjolfsson and Kahin
(2000, Eds.)

The MIT Press.

Understanding the Digital Economy: Data, Tools and Research.

1

White

10

Brynjolfsson and
McElheran (2016)

American Economic
Review: Papers &
Proceedings 2016.

Digitalization and Innovation: The Rapid Adoption of Data-Driven
Decision-Making.

1

Research

11

Brynjolfsson and
Saunders (2010)

The MIT Press.

Wired for Innovation: How information technology is reshaping
the economy.

1 and 2

White

12

Brown and Trevino
(2006)

The Leadership Quarterly Ethical Leadership: A review and future directions.
Elsevier Inc.

3

Research

13

Brown and Mitchell
(2010)

Business Ethics
Quarterly.

Ethical and Unethical Leadership: Exploring New Avenues for
Future Research.

3

Research

14

Bunz (2017)

Amsterdam University
Press.

The need for dialogue with Technology - In Schafer and van Es
(Eds): The Datafied Society: Studying culture through data.

2

Research

15

Burrell and Morgan
(1979)

Ashgate Publishing

Sociological Paradigms and Organizational Analysis.

3

White

16

Bynum (2000)

American Philosophical
Association.

A Very Short History of Computer Ethics. In: Newsletter on
Philosophy and Computing.

2

Research

17

Bynum (2015)

Stanford University

Computer and Information Ethics

2

Grey

18

Capurro (2017)

AI & Society

Digitization as an ethical challenge.

2

Research

19

Caruso (2017)

Springer-Verlag London
Ltd.

Digital innovation and the fourth industrial revolution: epochal
social changes.

3

Research

20

Ceruzzi (2012)

The MIT Press.

Computing: a concise history.

2

White

21

Chernyak-Hai and
Rabenu (2018)

Industrial and
Organizational
Psychology.

The New Era Workplace Relationships: Is Social Exchange Theory
Still Relevant?

3

Research

22

Clegg, Clark and Ebarra
(2001)

Journal of Human
Relations, SAGE
Publications.

Millennium management, changing paradigms and organizational
studies.

3

Research

23

Clavell (2018)

Springer Journal of
Ethics and Information
Technology.

Exploring the ethical, organisational and technological
challenges of crime mapping: a critical approach to urban safety
technologies.

1

Research

24

Davenport and Katyal
(2018)

MITSloan Management
Review.

Every Leader’s Guide to the Ethics of AI.

1 and 2

Grey

25

Dolgin (2012)

SpringerLink.com

Manifesto of the New Economy: Institutions and Business Models
of the Digital Society.

3

White

26

Dahlbom, Siikanen and
Sajasalo (2019)

Baltic Journal of
Management - Emerald
Publishing Limited.

Big data and HR analytics in the digital era.

1

Research

43

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Vol. 26, No. 1 (2021)

27

Entschew and Suchanek
(2017)

ZFWU Journal of
Economic and Business
Ethics.

Digital Communication: A New Challenge for Moral Discernment.

3

Research

28

Epley and Kumar (2019)

Harvard Business
Review.

How to Design an Ethical Organization

3

Grey

29

Filabi and Haidt (2017)

World Economic Forum.

Ethical systems design: what smart leaders are using to improve
their organizations (and the world).

3

Grey

30

Floridi (1999)

Ethics and Information
Technology.

Information Ethics: On the Theoretical Foundations of Computer
Ethics.

2

Research

31

Floridi (2008)

John Wiley & Sons Inc.

Foundations of Information Ethics (In Himma and Tavani, Eds. The Handbook of Information and Computer Ethics).

2

White

32

Fiorini et.al. (2020)

Cadmus Journal.

Global Transformative Leadership in the 21st Century: A Science,
Engineering, Technology Integrated and Strategic Perspective.

3

Research

33

Floridi, Cowls and
Beltrametti (2018)

Minds and Machines.

AI4People - An Ethical Framework for a Good AI Society:
Opportunities, Risks, Principles, and Recommendations.

3

Research

34

Froese (2017)

Springer-Verlag Berlin
Heidelberg.

Organizations in balance: revitalizing the concept of
organizational equilibrium.

3

Research

35

Gharajedaghi (2011)

Elsevier (Morgan
Kaufmann) Inc.

Systems Thinking: Managing chaos and complexity – A platform
for designing business architecture.

3

White

36

Gladden (2019)

MDPI Journal of Social
Sciences.

Who Will Be the Members of Society 5.0? Towards an
Anthropology of Technologically Posthumanized Future Societies.

2

Research

37

Gorniak-Kocikowska
(1996)

Global Information
Ethics – Opragen
Publications

“The Computer Revolution and the Problem of Global Ethics,” in
T. Bynum and S. Rogerson (eds.).

2

White

38

Gotterbarn (1991)

The Phi Beta Kappa
Journal.

Computer Ethics: Responsibility Regained.

2

Research

39

Gotterbarn (2001)

Science and Engineering
Ethics.

Informatics and Professional Responsibility.

2

Research

40

Groarke (1998)

Wilfrid Laurier University
Press.

The Ethics of the New Economy: Restructuring and Beyond

3

White

41

Havens (2014)

Mashable.com

Artificial Intelligence Is Doomed if We Don't Control Our Data.

1

Grey

42

Havens (2015)

Mashable.com

The importance of human innovation in A.I. ethics.

1

Grey

43

Havens (2018)

AI Matters – IEEE.

Creating Human Standards for Ethical Autonomous Intelligence
Systems

2

Research

44

Johnson (1985, 1994,
2001)

Prentice-Hall.

Computer Ethics.

2

White

45

Johnson (1999)

A keynote address at
ETHICOMP99, Rome,
Italy, October 1999.

Computer Ethics in the 21st Century.

2

Grey

43

Kizza (2013)

Springer-Verlag.

Ethical and Social Issues in the Information Age - Texts in
Computer Science.

1 and 2

White

46

Koski and Husso (2018)

Government of Finland, Work in the age of artificial intelligence: Four perspectives on the
Ministry of Economic
economy, employment, skills and ethics.
Affairs and Employment.

2

Grey

47

Kumar and Rosenbach
(2019)

International Monetary
Fund (IMF).

The Truth About The Dark Web.

3

Grey

48

Leicht‑Deobald et. al.
(2019)

Springer - Journal of
Business Ethics.

The Challenges of Algorithm‑Based HR Decision‑Making for
Personal Integrity.

1

Research

49

Longbing (2017)

ACM Computing
Surveys.

Data Science: A Comprehensive Overview

2

Research

50

Maner (1980)

Helvetia Press.

Starter Kit on Teaching Computer Ethics.

2

White

51

Maner (1996)

Science and Engineering
Ethics.

Unique ethical problems in information technology.

2

Research

52

McAfee and Brynjolfsson Harvard Business
(2012)
Review.

Big Data: The Management Revolution

1 and 2

Grey

53

Miroslav (2015)

Trauner Verlag
Universitat.

The history of computer ethics and its future challenges.

2

Research

54

Mitchell and
Brynjolfsson (2017)

Springer Nature
(Macmillan Publishing).

Track how technology is transforming work

1 and 2

Research

55

Mitroff (2019)

Palgrave Macmillan.

Technology Run Amok

2

White

44

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

56

Moor (1985)

Blackwell (October
1985 issue of Metaphilosophy).

57

Nissenbaum (2010)

58

2

Research

Stanford University Press Privacy in Context. Technology, Policy and the integrity of social
life.

1&2

White

Park (2018)

Springer Journal of AI
and Society.

The Fourth Industrial Revolution and implications for innovative
cluster policies.

1 and 2

Research

59

Parker et. al., (1990,
Editors)

QED Information
Sciences.

Ethical conflicts in information and computer science, technology
and business.

2

White

60

Petrin (2019)

University College
London (UCL).

Corporate Management in the Age of AI.

1

Research

61

Poikola, Kuikkaniemi
and Honko (2020)

Open Knowledge
Finland.

MyData – A Nordic Model for human-cantered personal data
management and processing.

1

Grey

62

Riivari and Lämsä
(2019)

Journal of Business
Ethics.

Organizational Ethical Virtues of Innovativeness.

3

Research

63

Robey and Boudreau
(1999)

Information Systems
Research.

Accounting for the contradictory Organizational Consequences
of Information Technology: Theoretical Directions and
Methodological Implications

3

Research

64

Royakkers et. al. (2018)

Ethics of Information
and Technology

Societal and ethical issues of digitization.

2

Research

65

Russel (2016)

John Wiley and Sons Inc. Building an innovative learning organization: A framework to
build a smarter workforce, adapt to change and drive growth.

3

White

66

Sandvik (2014)

International Review of
the Red Cross.

Humanitarian technology: a critical research agenda.

1 and 2

Research

67

Siebecker (2020)

The Journal of
Corporation Law.

Making Corporations More Humane Through Artificial
Intelligence.

1 and 2

Research

68

Singer (2002)

Yale University Press.

One World: The Ethics of Globalization.

3

White

69

Stone (2019)

Springer Nature.

Digitally Deaf: Why Organizations Struggle with Digital
Transformation.

1

White

70

The European Union
(2016)

Official Journal of the
European Union.

Directive 95/46/EC (The EU General Data Protection Regulation GDPR)

1

Grey

71

The European Union
(2019)

The European
Commission.

Ethics Guideline for Trustworthy AI.

2

Grey

72

The European Union
(2020)

The European
Commission.

The EU White Paper on Artificial Intelligence - A European
approach to excellence and trust

2

Grey

73

The IEEE (2017)

The IEEE Global
Initiative on Ethics
of Autonomous and
Intelligent Systems (A/
IS).

Ethically Aligned Design: A Vision for Prioritizing Human Wellbeing with Autonomous and Intelligent Systems (1st Ed., Version
2)

2

Grey

74

Tieto (2016)

TietoEVRY Oyj

Tieto the first Nordic company to appoint Artificial Intelligence to
the leadership team of the new data-driven businesses unit.

2

Grey

75

Urbach and Röglinger
(2019, Editors)

Springer International
Publishing AG.

Digitalization Cases: How Organizations Rethink Their Business
for the Digital Age.

1 and 2

White

76

Walsham (1996)

Information Systems
Journal.

Ethical theory, codes of ethics and IS practice.

2

Research

77

Weizenbaum (1976)

W. H. Freeman.

Computer power and human reason: from judgement to
calculation.

2

White

78

Wiener (1948)

Technology Press.

Cybernetics: or Control and Communication in the Animal and the
Machine

2

White

79

Wiener, N. (1950 and
1954)

Houghton Mifflin &
Doubleday Anchor.

The Human Use of Human Beings: Cybernetics and Society.

2

White

80

Wiener (1964)

The MIT Press.

God & Golem, Inc. - A Comment on Certain Points where
Cybernetics Impinges on Religion.

2

White

81

Wood-Harper, Corder
and Wood (1996)

Communications of the
ACM.

How We Profess: The Ethical Systems Analyst.

2

Research

82

World Economic Forum
(2019)

World Economic Forum

The Cybersecurity Guide for Leaders in Today’s Digital World

1

Grey

83

Yle, 2020

www.yle.fi online news

President Niinistö: "This affects all of us".

1

Grey

45

What Is Computer Ethics? In Bynum (Ed.): Computers and Ethics.

Vol. 26, No. 1 (2021)

http://ejbo.jyu.fi/

EJBO Electronic Journal of Business Ethics and Organization Studies

Vol. 26, No. 1 (2021)

Author
Narayan Bhatta is a Doctoral Researcher at Jyväskylä University School of Business and Economics (JSBE). He holds a Master's Degree in
Educational Leadership from Jyväskylä University Institute of Educational Leadership. His research focuses on the area of ethical challenges of
leadership in the digital era. Particularly, he is interested in the topics such as: human centric, ethical and responsible digitalization as well as
ethical organization systems design. He can be reached at narayan.b.bhatta@jyu.fi, (+358) 442386166.
46

http://ejbo.jyu.fi/

