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Abstract 

The U.S. securities industry is in a long-standing ethical crisis. Since the market crash of 

1929, Congress, the Securities and Exchange Commission (SEC), and the Financial 

Industry Regulatory Authority (FINRA) have broadened the scope of the regulation and 

enforcement of industry misconduct with the intent to secure investor protection and 

trust. The sad truth is, due to individual actions, market scandals continue and the 

industry fails to secure stakeholder protection and trust. The purpose of this study was to 

examine types of ethical dilemmas experienced or witnessed by U.S. investment advisers 

in order to gain an understanding of the internal and external resources the adviser calls 

upon to arrive at ethically correct decisions. Understanding the decision-making process 

is critical to improving ethics education and training and thus creating operational 

resources such that the investment adviser may meet decision-making challenges. Using 

the qualitative narrative process, five members of the Financial Planning Association, 

three financial advisory group members and two financial planners, participated in one-

on-one interviews. First, the participants were asked to describe their encounters with 

industry ethical challenges and to describe the forces they perceived to have influenced 

the decisions made. The premise was that, if the process by which advisers remained 

ethical in difficult situations could be identified, those sources of ethical decision making 

could be both learned and taught. This research found four primary sources of ethical 

challenges for financial advisers: client pressure, firm and industry pressure, personal 

needs and economic volatility. The sources of decision-making strength were: 

conscience, adequate time for reflection, ability to discuss challenges with friend, family 

member or colleague, reputation and duty to others. Finally, this study reveals the lack of 
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confidence in mandatory industry ethics training as a mechanism to make the industry 

more ethical. This dissertation will build a case for improved methods of industry ethics 

continuing education that incorporates a community participation platform designed to 

meet current industry ethical challenges.  

 Keywords: ethics, decision making, securities industry, trust, moral obligation, 

fiduciary 
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CHAPTER ONE: INTRODUCTION 

Introduction and Background  

Perceived Ethical Challenges and Effective, Ethical Decision-Making Skills Used by 

Financial Planners and Investment Advisers in the U.S. Financial Industry 

 It was a time of desperation and panic: the great market crash of 1929. The crisis 

was a result of market manipulation and the absence of formal regulation. The result was 

the enrichment of few, and financial ruin for many U.S. citizens. The cause was lack of 

regulatory oversight, and the outcome was the erosion of a functioning market system 

that drives industry (Koebel, 2010). In an effort to repair securities markets and, most 

importantly, to elect trust into the market system, Congress quickly moved to firstly 

establish the Securities and Exchange Commission (SEC) in 1934 and to secondly enact 

the Investment Adviser Act of 1940. The first and most critical objective was to develop 

regulation and oversight for investor protection. Recognizing the importance of citizen 

trust in the securities market, Congress determined that the maintenance of orderly and 

fair operations was paramount. As explained by Atkins and Bondi (2008), the intent of 

the agency’s focus on policy and regulation enforcement was and is to protect 

“efficiency, competition, and capital formation” (p. 369).  

 It would appear that such a well-structured, regulatory enforcement agency would 

foster a highly ethical industry. Unfortunately, market scandals and regulation breaches 

continue to occur. Criminal acts in the security industry inspire legal research to address 

the efficacy of laws and regulation (Fanto, 2015). Market meltdowns motivate economic 

studies that address structural issues and economic theories (Ohanian, 2009). Studies in 

the weakness of ethical leadership and decision making call for research in organizational 
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behavior (Winston, 2007; Ng & Feldman, 2015). The question remains: “why do 

financial markets continue to be exploited?” Ultimately, financial crises and market 

meltdowns caused by individual action must examine both the cognitive–structural field 

of moral reasoning and the social environment that influences decision making (Boshoff 

& van Zyl, 2011). The hallmark of the successful regulation of ethical financial markets 

must include, in addition to policy making, the consideration of participants’ types of 

ethical dilemmas and psychological characteristics that impact decision making. As noted 

by Ely (2009), the enactment of regulation that “ignores or misinterprets the interaction 

between finance and human nature” (p. 93) is doomed to fail. The influence of corporate 

culture and the psychology of individual decision making are broad determinants of the 

financial industry’s conduct. By understanding the sources of individual ethical attitudes 

and motivations in regard to decision making, we can begin to identify the motives to 

make either positive or negative ethical choices (Treviño, Nieuwenboer, & Kish-Gephart, 

2014).  

 Significant, quantitative, managerial, and business ethical decision-making 

research has been conducted and has examined the causes of unethical practices in the 

financial industry (Lenhert, Craft, Singh, & Park, 2016). However, fewer journal 

submissions on the topic of ethical decision making in business are qualitative. Reasons 

for the preference of quantitative over qualitative research may be both the focus on 

examination through scientific explanation (Locke, Silverman, & Spirduso, 2010) and the 

question of validity and reliability (Riessmann, 2008). The objective of this research was 

to examine and understand, through qualitative research, the types of ethical challenges 

faced by long-serving financial planners and investment advisers who are held to a higher 
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fiduciary standard. This study examined the perceived ethical dilemmas experienced and 

witnessed by advisers, and the value orientations called upon to ultimately arrive at 

difficult, although ethical, decisions. 

Statement of the Problem 

 Public trust is essential for reliable and successful financial markets (Delaney & 

Sockell, 1999; Ford & Richardson, 1994; Wehiner, 2013). Unfortunately, public trust and 

confidence in the U.S. financial industry is tested every time ethical scandals and 

evidence of wrongdoing become public (Columbo, 2010; Joosten, van Dijke, van Hiel, & 

de Cremer, 2013). Despite annual ethics training requirements and stringent compliance 

oversight, individual decision making is influenced by situational and individual factors 

(Sparks, 2014). If the industry generally and financial advisers specifically rely on public 

trust, how do successful advisers who have genuinely earned respect identify and meet 

challenges that test the commitment to trust? 

 Determinants of individual decision making are complex. An understanding of 

why and how individual financial advisers make decisions should be approached through 

the lens of psychology (Craft, 2010). Business psychology examines individual choice in 

terms of situational (external) and personal (internal) factors (Church, Gaa, Nainar, & 

Shehata, 2005; Geva, 2006; Jackson, Wood, & Zboja, 2013). Situation-specific variables 

that influence advisers’ ethical decision making include the organization’s code of 

conduct, industry sanctions, organizational effect, ethical conflict type, economic climate, 

and competition (Ford & Richardson, 1994). Personal variables that influence advisers 

include their sense of right and wrong—i.e., their moral compass. An understanding of 

why and how an individual acts and reacts to business dilemmas requires an examination 
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of both situational and personal aspects. Creating and maintaining a self-regulated 

industry that earns and maintains public trust requires education and resources that foster 

the development of individual ethical behavior. At this time, compliance training and 

education in the securities industry are focused on the external motivation of regulation 

(Fanto, 2015). This research looked beyond external influences to seek descriptions of the 

internal decision motivators of the individual adviser. The premise was that, once internal 

motivators were known, advisers could build internal strengths in order to address 

difficult problems. If possible, perhaps the most important outcome would be earned 

stakeholder trust in an industry that relies on public respect. 

Purpose of the Study 

The purpose of this study was to examine types of ethical dilemmas experienced 

by U.S. investment advisers, with the objective of identifying the internal and external 

resources the adviser calls upon to arrive at an ethically correct decision. Understanding 

the decision-making process was seen as critical for improving ethics education and 

training, as well as for creating operational resources for the investment adviser with 

which he or she may cultivate skills and meet decision-making challenges.  

Research Questions 

 For the purpose of this study, the following questions were addressed: 

 1. What are the ethical dilemmas faced by financial advisers in the U.S. financial 

industry? 

 2. How do financial advisers meet these challenges? What resources do they call 

upon to make difficult but positive decisions? 
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  3. What are some examples of potential training and exercises that might be added 

to ethics education to assist the adviser in strengthening his or her ability to meet moral 

dilemmas? 

 This study was built on current research that recommends advisers call upon a 

variety of external and internal resources so they may assess and meet ethical challenges. 

Taking current research one step further, this study asked advisers to describe their 

personal experiences as well as the witnessed actions of other advisers. The final question 

loomed: can current industry ethics education be improved such that it may build 

decision-making skills? 

Aim of the Study 

 This narrative research examined the role that internal and external controls play 

in the financial advisers’ ethical decision-making process as described by investment 

advisers. The aim was to identify and understand these strengths in a way that could be 

applied to ethics training.  

Methodology Overview 

 The studied population was a specific type of financial industry member. The 

participants were advisers who had significant tenure (10 plus years) in the industry and 

were held to the standard of a fiduciary through the type of designation or licensing they 

held. This aspect was important in that, as a fiduciary, the adviser is obligated to adhere 

to the client’s best interest. Data was taken from specific stories of a challenging event or 

events caused by factors out of the client’s control. Narrative research allowed the 

interviewee to address the obligation felt for the client’s economic safety and the methods 

used to protect the client. By allowing the participant to recall a specific time and 
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condition, rich stories of challenges emerged that thematically built an understanding of 

social and emotional responses (Clandinin & Connelly, 2000). Qualitative, one-on-one 

narrative interviews were used to probe perceived causes of moral dilemmas experienced 

by the adviser. Demographic information collected from this interview included gender, 

region of practice and tenure in industry. 

 This research used the set guidelines as explained by Brod, Tesler, and 

Christensen (2009) for the qualitative research design: 

 Data collection and analysis were conducted concurrently with new and relevant 

issues incorporated into the interview; 

 Concepts shared by interviewee were given titles; 

 Qualifiers such as age, gender, and professional history were noted; 

 Concepts that shared the same processes were grouped into categories that built 

the theoretical framework; 

 Theories were consistently revised and refined based on the adviser’s response; 

 Repeated observations built support for the final theory; 

 The interview process continued until data reached saturation and an 

understanding of experienced ethical dilemmas was achieved. 

 The one-on-one interviews were conducted by telephone. The qualitative research 

was inductive with the intent to build descriptions and an understanding of the range of 

ethical challenges faced by investment advisers. The tie between ethical challenges and 

adviser conduct proved to hamper candid conversation. The primary question was 

reworded to ask the adviser to identify primary sources of decision making pressure. This 

change opened the conversation with candid dialogue. The advisers were asked to discuss 
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their candid attitudes toward current industry ethics training programs. Finally, the 

advisers were asked to describe what they perceived as the most important factor in 

regard to the building of ethical advisers who earn stakeholder trust.  

Definition of Relevant Terms 

 The following terms were used operationally in this study. Industry terms are 

defined below and expanded for further understanding in this dissertation.  

 Broker affiliated with a broker–dealer: a FINRA-licensed professional who buys 

and sells securities. His or her firm (broker–dealer) buys and sells securities in the 

firm’s account prior to selling to the client;  

 Compliance: regulation and policy enforced by FINRA; the regulatory arm of the 

SEC;  

 Ego depletion: the idea that self-control or willpower draws upon a limited pool 

of mental resources that can be exhausted by time and energy. When the energy 

for mental activity is low, self-control is typically impaired, which would be 

considered a state of ego depletion; 

 Ethical breakdown: the inability to make ethical decisions; 

 Ethical dissolution: the breakdown of individual, ethical decision-making 

abilities; 

 Investment adviser: a FINRA-licensed adviser who provides investment advice 

and may be compensated by commission, hourly consultation, or a portfolio 

management fee based upon portfolio value; 

 Fiduciary: the obligation of the financial adviser to act in the client’s best interest;  
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 Locus of control: the extent to which one believes he or she has control over his or 

her life. Advisers with internal locus of control believe they are responsible for 

their success or failure, while advisers with external locus of control believe their 

success or failure is a result of external forces beyond their control; 

 Moral awareness: the ability to detect the ethical aspect of a decision one must 

make; 

 Moral sensitivity: the individual’s ability to achieve moral awareness; 

 Self-control: the capacity to override, delay, interrupt, and/or alter one’s behavior;  

Assumptions 

 This study assumed that a set of ethical decision-making challenges are shared by 

all investment advisers and that these challenges can be described and categorized. In 

addition, the study assumed that investment advisers call upon certain resources in order 

to arrive at ethical conclusions to these ethical challenges. Furthermore, it was assumed 

that, once these challenges were understood, the resources used to arrive at ethical 

decisions could be described and incorporated into an ethics training program.  

Delimitations and Limitations 

 Self-reporting was a limitation that had the potential to hinder candid responses. 

Encouraging the respondent to be frank in his or her responses necessitated 

confidentiality assurances during the interview process. Interview questions addressed 

personal experiences and sought information regarding the personal strengths and beliefs 

that formed each individual’s responses. The protection of the interviewees’ privacy was 

paramount. Each participant was assured that his or her identity would be coded with a 

number that only included age range, gender, and geographic region.  



ETHICAL DECISION MAKING IN THE FINANCIAL INDUSTRY  

 

9 

 The primary delimitation of this study was the specific population studied. The 

respondents represent the independent financial planning sector. The securities industry 

has a wide range of professionals that includes, but is not limited to, traders, compliance 

advisers, branch managers, adviser support administrators, fund managers, portfolio 

managers, financial planners, and insurance professionals. The interviewed population 

consisted of Registered Investment Advisers (RIAs) and Certified Financial Planners® 

(CFPs), a unique group of individuals who are held to a higher fiduciary standard. While 

there are differences in current practices between RIAs and CFPs, both groups adhere to 

fiduciary standards mandating that the adviser place the client’s interest before his own 

(SEC Act, 1934; CFP Board, 2015). This shared obligation to maintain client protection 

is a critical theme in the narrative study. 

 This qualitative narrative study requested responses concerning participants’ 

personal beliefs on ethical dilemmas faced or witnessed during their careers as well as 

personal methods for arriving at sound decisions. The research sought to isolate 

individual adviser experiences and attitudes from collective beliefs of his or her 

organization or firm management. A related limitation was the inability to generalize 

responses to a collective population (Babbie, 2014). The personal relationship between 

adviser and client designates a unique space in the industry. Unlike board members, 

auditors, traders, or management, the adviser has a direct tie to the aspirations and needs 

of the client. The inability to relate findings industry-wide was identified and addressed 

by the seeking of information as well as consideration for future study in related 

practices.  
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 Finally, as an industry arbitrator, I have witnessed a significant range of ethical 

dilemmas faced by advisers. I was obligated to remain aware of the importance of 

preventing my personal bias from skewing the interpretation of participants’ responses. 

My role was to record the participants’ responses in a way that was true to their intent 

and value to research. I approached the study in the role of an active listener. My goal 

was to reduce misinterpretation based on my professional background while 

simultaneously using my understanding of the industry to acquire relevant information. 

As explained by Chowdhury (2015), properly conducted qualitative research allows the 

interviewer the freedom to go beyond coding and sorting.  

Leadership’s Role and Responsibility in Relation to the Problem 

 In the securities industry, organizational environment has a significant influence 

on conduct and decisions made by firm members (FINRA, 2016; Sims & Keon, 1999). 

Organizations are guided by formal ethics policies and, perhaps most importantly, by the 

leadership’s demonstration of ethical conduct, and positive decision making. The stress 

of industry compliance, volatile markets, and responsibility to clients test the moral 

strength of leaders in the financial industry. The problem is confounded in that there is no 

one single leadership model that serves the spectrum of needs (Lowney, 2003). 

Transactional leadership, at one end of the spectrum, addresses regulatory needs but does 

not necessarily serve employee development. Transformational leadership, at the 

opposite end of the spectrum, inspires and challenges team members to reach their full 

potential. Leadership that is intent on building trust in the organization and ethical 

strength in the individual team member must be adaptive and capable of incorporating 

multiple leadership models (Fulmer, 2000). Haslam, Reicher, and Platow (2010) 
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explained the importance of leadership actions and expectations that incorporate 

reflection by the group, representation of values, and realization of actions important to 

both the group and the organization. The adaptive leadership process consists of three 

important phases: (1) observing the work environment, (2) interpreting, and (3) designing 

interventions (Heifetz, Grashow, & Linsky, 2009). If leadership’s goal is to build an 

ethical organization that earns stakeholder trust, an emphasis must be placed on policies 

and procedures that build an ethical environment in which team members are confident in 

the firm’s expectations and are led by ethical role models.  

Significance of the Study 

 This paper builds on perceived importance of an ethical issue (PIE) theory 

developed by Jones (1991) and Haines, Street and Haines (2008). According to PIE 

theory, each individual has a unique moral obligation in the ethical decision process. 

Moral intensity refers to how the adviser perceives the importance of a moral issue. As 

explained by Jones (p.391), understanding how individuals (the adviser) make difficult 

ethical choices is not important if he or she does not recognize a problem or moral issue. 

Moral intensity also addresses the importance the adviser would place on a decision. For 

example, an adviser would most likely place greater moral concern on a co-worker’s 

forgery than on a co-worker’s use of a company’s photocopier to print a map for personal 

travel.  

 This study is unique in regard to the interviewee population and the interviewer’s 

background. The population was very specific in terms of obligation to a fiduciary 

standard, complaint-free compliance, and professional focus on financial planning 

services. As the interviewer, I was able to ask pointed questions in a non-threatening 



ETHICAL DECISION MAKING IN THE FINANCIAL INDUSTRY  

 

12 

manner. Gathering quality data for research on drivers of ethical conduct by investment 

advisers proved to be somewhat difficult (Cowton, 1998). The questions required 

responses that could have been difficult or embarrassing to admit. The study produced 

very candid responses to difficult questions concerning personal challenges as well as 

observations of unethical behavior.  

 Ethical leadership that extends beyond maintaining a compliant organization was 

also examined. Participants in this study gave important explanations regarding the 

significance of placing the client’s best interest first and going beyond policy and 

regulation. The study builds on the importance of moral judgment, moral obligation, and 

moral intent (Haines, Street, & Haines, 2008; Jones, 1991; Robin, Reidenbach, & Forest, 

1996). For example, a conduct choice may very well be correct in the regulatory sense, 

although unethical in regard to the treatment of the client. The problem becomes 

confounded when the adviser and the firm may benefit financially or professionally by 

merely following rules—although at the client’s expense. Leadership would benefit by 

tools that may assist in identifying and dealing with these employees who are conflicted 

by these types of decisions. This study suggests a need for leadership to adopt methods of 

employee selection that alert the firm to potentially problem advisers. My hope is that 

industry regulatory agencies benefit from these discussions.  

Summary 

  Public trust in the U.S. financial industry is often tested during market meltdowns 

and industry corruption scandals. Trust in this industry relies on the quality of trust the 

investment public has placed in the individual financial adviser. Industry regulation is 

clear regarding the conduct necessary to meet compliance standards. It is quite possible 
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for industry professionals to make decisions that are within regulatory guidelines but are 

ethically wrong. The proposed research was conducted through the eyes of a long-serving 

financial adviser and industry arbitrator who appreciates the daily ethical challenges 

investment advisers encounter as well as the internal and external resources the adviser 

calls upon to make ethically correct decisions.  

 The intent of this study was to identify the types of challenges encountered by 

financial advisers in regard to ethical decision making. This qualitative study requested 

candid descriptions of ethical dilemmas experienced by seasoned investment advisers. 

The premise of the study was that, once dilemmas were identified and methods of 

successful resolution were noted, methods of ethics training could be enhanced to move 

beyond regulation training. If ethical behavior can be taught and fully adopted by 

advisers, scandals and breaches of confidence will be mitigated. If ethical behavior 

cannot be taught or embraced by certain types of individuals, the financial industry may 

well benefit from the ability to identify and refuse licensing of those advisers with no 

sense of moral obligation to place client interests before their personal needs and desires.  
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CHAPTER TWO: LITERATURE REVIEW 

Introduction 

 Public trust is essential for reliable and successful financial markets (Delaney & 

Sockell, 1999; Ford & Richardson, 1994; Wehiner, 2013). Unfortunately, public trust and 

confidence in the U.S. financial industry are tested every time ethical scandals and/or 

evidence of wrongdoing become public (Columbo, 2010; Joosten, van Dijke, van Hiel, & 

de Cremer, 2013). Firms and individuals regulated by the Securities and Exchange 

Commission (SEC) and the Financial Industry Regulatory Authority (FINRA) are subject 

to regulations governing ethical conduct and activities through detailed policies. Despite 

annual ethics training requirements and stringent compliance oversight, individual 

decision making is influenced by situational and individual factors. If the industry 

generally and financial advisers specifically rely on public trust, what motivates an 

individual to risk that trust by making unethical business decisions? This narrative 

research examines the role—as described by investment advisers—that internal and 

external controls play in financial advisers’ ethical decision-making processes. The aim is 

to identify and understand these strengths in such a way that may be applied toward 

ethics training.   

 How does one develop an ethical and trustworthy self-regulated industry? An 

important element may, in part, involve adopting regulations and policies that control 

procedure and behavior. A second component might be industry ethics training that 

focuses on ethical challenges and appropriate conduct; while rules compose the roadmap 

for operations, they only constitute part of an ethical organization’s basis that earns 

public trust (Brenkert, 1998). Public trust requires an understanding of the relationship 
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between human nature and finance. If the U.S. financial industry’s mission is to maintain 

an honest market, and if it is serious about the ethical strength among its members, 

training and education must extend beyond the knowledge of rules. Understanding ethical 

dilemmas that challenge advisers coupled with sound ethics training, which is genuinely 

embraced by the individual adviser, is essential in an industry that relies on public trust. 

 A significant amount of literature and research has linked the causes of financial 

crises in the U.S. securities markets to unethical decisions made by organization leaders 

(Lehnert, Craft, Singh, & Park, 2016; Lehnert, Park, & Singh, 2014; Loe, Ferrell, & 

Mansfield, 2000). Legal research addresses the efficacy of laws and regulation (Fanto, 

2015), and studies in ethical leadership as well as decision making indicate the 

importance of preparing future leaders (Winston, 2007; Ng & Feldman, 2015). When 

considering unethical behavior in organizations as a contributor to financial crises, 

individual differences are important for understanding organizational ethics (Treviño, 

Nieuwenboer, & Kish-Gephart, 2014). This paper addresses the ethical decision-making 

processes of the individual investment adviser, wherein three components involved in 

examining ethical dilemmas and human response are discussed. First, a review of the 

U.S. securities industry’s current structure is examined. Regulatory procedures are 

reviewed in order to understand how this self-regulated industry promotes ethical conduct 

through training, monitoring, and punishment. Second, the current literature that 

addresses the impact of personal and situational influences on individual ethical choices 

in decision making as well as the psychological factors guiding the decision maker are 

examined. Third, research regarding the efficacy of ethics education is reviewed and is 
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then followed by discussion and suggestions for methods to augment current industry 

ethics training and adviser development.  

Financial Industry’s Approach to Ethics 

 Financial markets do not function efficiently without the public’s trust (Kobel, 

2010; Colombo, 2010; Walti, 2012; Lachance & Tang, 2012; Balasubramnian, Brisker, & 

Gradisher, 2014). When client trust in the financial industry is lost or diminished, trust in 

the financial adviser is also diminished. In the U.S. securities industry, behavior is guided 

and enforced by the SEC through the Exchange Act of 1934. Compliance is enforced by 

industry rules designed to prevent “fraudulent and manipulative acts and practices, and to 

promote just and equitable principles of trade” (U.S. Securities and Exchange 

Commission [SEC], 1934).  

 Financial crises are seldom one dimensional; for example, when considering the 

most recent financial meltdowns in the U.S. securities market, a complex mixture of 

banking, finance, and real estate issues evolved. The meltdown of the three sectors was 

significant in terms of the impact on both citizens and commerce (Hawtrey and Johnson, 

2009). For the average citizen, real estate values dropped so significantly that new home 

buyers found they held a home mortgage obligation in excess of the home’s current 

value. Many banks with declining capital ratios faced closure by the Federal Deposit 

Insurance Corporation (FDIC), and financial markets were affected by failing institutions 

deemed “too big to fail” (Dodd-Frank, 2010), thus resulting in huge investment losses for 

the nation. In the end, industry regulation had failed to protect its stakeholders.  
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Customer Protection  

 The SEC protects investors by maintaining orderly markets. When the industry 

fails to act in the best interests of the investing public, recourse is made available through 

arbitration and mediation. In the securities industry, an indication of public concern was 

the volume of customer arbitration cases against security firms and representatives 

(reported by FINRA, 2018). Five of the top six controversies in the past five years 

involved client claims against both advisers and firms due to inappropriate conduct. The 

client claims of breach of fiduciary duty, negligence, suitability, misrepresentation, and 

fraud involve the advisers’ decision-making processes.  

  



ETHICAL DECISION MAKING IN THE FINANCIAL INDUSTRY  

 

18 

 

 

Table 1.1 

FINRA Arbitration 2014 through October 2018 

  

  

Note: Arbitration cases may include multiple complaints. Source: FINRA (2018). Dispute 

Resolution Statistics. Retrieved from https://www.finra.org/arbitration-and-

mediation/dispute-resolution-statistics  

 Breach of fiduciary duty. The lack of care that directs the adviser to place his or 

her client’s best interest before his or her own is considered a breach of fiduciary duty. 

The SEC interprets the adviser’s fiduciary duty using two important concepts. First and 

2018

Controversy Cases 2017 2016 2015 2014

Through 

October
1,957 1,529 1,729 1,515 1,754

Year-End -- 1,899 2,002 1,807 2,064

Through 

October
1,679 1,349 1,605 1,413 1,693

Year-End -- 1,662 1,862 1,677 1,977

Through 

October
1,654 1,317 1,555 1,289 1,479

Year-End -- 1,621 1,802 1,554 1,733

Through 

October
1,551 1,279 1,371 1,124 1,188

Year-End -- 1,606 1,606 1,364 1,401

Through 

October
1,532 1,326 1,432 1,251 1,350

Year-End -- 1,663 1,670 1,499 1,593

Through 

October
1,455 1,100 1,109 909 5

Year-End -- 1,389 1,301 1,089 41

Through 

October
1,448 1,062 1,318 1,208 1,502

Year-End -- 1,318 1,495 1,444 1,755

Breach of Fiduciary 

Duty

Negligence

Failure to Supervise

Suitability

Misrepresentation

Fraud

Breach of Contract
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foremost, the adviser has the duty of loyalty to the client, meaning the adviser must 

eliminate conflicts of interest and always act in the client’s best interest. Second, the 

adviser must uphold the duty of care by providing suitable investments. As of October 

2018, the number of breaches in fiduciary duty cases exceeded the total number of 

arbitrations in 2017 by 428 cases (FINRA, 2018).  

 Failure to supervise. The “failure to supervise” claim is focused on the inaction 

of both the firm and its leadership. When management fails to recognize or intentionally 

ignores the red flags of misconduct, the responsible individuals are enabled to continue 

poor practices. In an examination of corporate responsibility, supervising firms’ 

practices, and their advisers is integral to industry enforcement. Firms do not possess the 

ability to ban financial advisers from the industry or prevent those who were responsible 

for committing infractions from transitioning to other firms or other financial sectors (i.e., 

banking or insurance sectors) (Gadinis, 2012). Unfortunately, the firm rather than the 

adviser becomes targeted for compensation.  

  Negligence. In the securities industry, negligence is the failure to comply with 

industry standards. The adviser may be deemed negligent if he or she is not diligent in 

providing full and accurate information regarding investments (Lipner & Catalano, 

2009). Negligence has become a critical issue along with the evolution of investment 

products; for example, mutual funds are now available in share classes that range in 

investment objective (holding term) and pricing. Full disclosure of investment details is 

necessary for building an investment portfolio suitable for the investor’s specific needs. 

Firms and their management are also at risk for negligent behavior, and insurance product 

sales are particularly susceptible to negligence claims. In 2016, FINRA announced the 
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largest negligence settlement claim ($25 million) against an insurance firm for negligent 

omissions of facts in variable annuity replacements that adversely affected tens of 

thousands of customers (FINRA, 2016). 

 Suitability. Suitability is addressed by FINRA Rule 2090: “Know Your 

Customer.” The rule requires that firms and advisers be aware of all essential facts 

surrounding their clients (FINRA, 2018). The omission of facts as well as fraud address 

intentional misrepresentations by the adviser such that he or she may further his or her 

own self-interest. The adviser’s ability to place his or her client’s best interest before his 

or her own by practicing ethical decision making is at the heart of client controversies.  

 Misrepresentation. Advisers are obligated to make allocation recommendations 

that provide an understanding of how the security works. This explanation has become 

increasingly important along with the evolution of mutual fund classes, the composition 

of closed-end funds, and the mechanics of structured products. The adviser is also 

charged with the duty to truthfully and fully disclose all information concerning the 

appropriateness and cost of the security. Misrepresentation is a willful act intended to 

convince the client of the value (either suitability or allocation) of his or her 

circumstances. The claim of misrepresentation is not merely an individual infraction; 

rather, in 2016, claims of misrepresentation by variable annuity companies were the 

second-largest fine assessment produced by FINRA (Rubin & Pollet, 2017). The fines 

were related to both omissions and the misrepresentation of costs associated with variable 

annuity replacements. While annuity replacements may often be proper for the client, this 

case involved insurance companies’ active endeavors to use replacements as revenue-

generating schemes.  
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 Fraud. In the financial industry, fraud is the sales of financial securities by the 

intentional act of deceiving clients. An unfortunate aspect of fraud is that the perpetrator 

(adviser) tends to target individuals who are optimistic and self-reliant, who receive 

higher incomes, and who have had recent financial or health-related changes (FINRA, 

2018). Individuals who commit fraud within the financial industry strategically target the 

investor. One of the primary methods of fraud discovery is customer complaints and 

arbitration. In May 2015, FINRA Notice 15-15 modified prior guidelines related to fraud 

in order to urge adjudicators to “strongly consider barring an individual respondent for 

intentional or reckless fraud.” In addition, FINRA directed adjudicators to expel firms 

where “aggravating factors [pre]dominate the firm’s misconduct” (FINRA, 2016).  

Arbitration and Industry Sanctions – Deterrents to Unethical Practices 

 Arbitrations that result in public awards against advisers who commit crimes may 

potentially serve as deterrents to unethical behavior; first are settlements that involve 

financial restitution. In a study conducted by Egan, Matvos, and Seru (2016) addressing 

the effectiveness of arbitration, it was reported that the median financial settlement paid 

to consumers during the period from 2005 to 2015 was $40,000. However, not all 

financial settlements act as deterrents to unethical behavior. Legal firms representing 

clients are often faced with advisers who have long since left the firm or who do not have 

the financial resources necessary to pay fines (Egan et al., 2016).  

 The second source of deterrence of arbitration is the threat of a permanent public 

record for each arbitration claim; FINRA provides information on public disclosure 

events of every licensed financial adviser through “BrokerCheck.” This resource is an 

important component of investor education as well as a strong reference source for 
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potential employers. Firms that are committed to building an ethical staff rely on 

historical records of adviser conduct (Awrey, Blair, & Kershaw, 2013). In order to be 

effective, the FINRA “BrokerCheck” resource must be utilized and supported by 

customers, firms, and the industry regarding decisions to use a specific adviser.  

 Mary Jo White, Chairman of the SEC from 2013 to 2017, provided the following 

message concerning the use of enforcement as a deterrent against unethical advisers:  

 

In my experience, in the enforcement arena, the most effective deterrent is strong 

enforcement against responsible individuals, especially senior executives. In the 

end, it is people, not institutions, who engage in unlawful conduct. And the 

greatest disincentive for wrongdoing occurs when people believe that their own 

liberty, reputations and livelihoods are on the line and they recognize that real, 

personal consequences will follow from their misconduct. “It isn’t worth the 

price” becomes the equation, an equation that is harder to have internalized by an 

impersonalized institution (White, 2015, p.6). 

 

 Ethical decision making that protects the adviser from dispute resolution provides 

a powerful incentive for ethical advisers. Some advisers are motivated to act in an ethical 

manner at all times, choose ethical behavior despite external challenges, and build public 

trust in the financial industry. These are the advisers who are motivated by doing what is 

right and who call upon sources of strength from their individual beliefs, organization 

culture, and external environment influences (e.g., industry regulation) (Rajeev, 2012). 

The investing public is influenced by its personal perceptions as well as its social and 
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financial environments (Lachance & Tang, 2012). The arbitration statistics found in 

Table 1.1 provide additional clues to understanding the individual adviser’s decision-

making process. Repeated complaints and multiple allegations may depict an individual 

who is unethical in nature (Egan et al., 2016).  

 Fortunately, there is current a shift in industry focus from strictly regulation 

oversight toward the inclusion of individual members’ decision-making capacities. In 

2016, FINRA added corporate culture as an audit feature. The organization’s definition of 

firm culture is the “set of explicit and implicit norms, practices and expected behaviors 

that influence how employees make and carry out decisions in the course of conducting 

the firm's business” (FINRA, 2016, p. 1). While firm compliance audits now include an 

examination of how the firm supports an ethical culture, industry education does not 

prepare the individual investment adviser to meet moral dilemmas by making sound 

ethical decisions. The tie between positive firm culture and the psychology of individual 

ethical behavior is critical (Ruiz-Palomino & Martínez-Cañas, 2014).  

Psychology of Ethical Decision Making 

 Investment services is involved in the business of planning, protecting, and, in 

many cases, growing financial assets. The altruistic approach to investment management 

can be viewed as a method of resource management for the individual, organizations, and 

communities. For example, the individual who manages his or her assets in a prudent 

fashion possesses the ability to build a continuum of support that prevents future cost of 

care and maintenance that are to be borne by both the family and the community. The 

adviser who provides planning and investment services that address these needs acts as a 

fiduciary, whereas the dark side of investment services is depicted by the adviser who is 
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lured by unethical practices that result in personal financial gain. This dichotomy is most 

effectively explained by business psychology, which addresses individual choice in terms 

of situational (the environment) and personal (individual) factors (Church, Gaa, Nainar, 

& Shehata, 2005; Geva, 2006; Jackson, Wood, & Zboja, 2013). Situation-specific 

variables influencing ethical decision making may include the organization’s code of 

conduct, sanctions, type or severity of the ethical conflict, and competition (Ford & 

Richardson, 1994). Personal attributes such as internal moral compass, spirituality, and 

compassion are internal guides. Understanding as to why and how an individual acts and 

reacts to business dilemmas requires an examination of both situational and personal 

aspects. For this study, it is essential that this research be addressed through the 

understanding of moral reasoning by advisers who base decisions on what they believe is 

right. Cognitive moral development (CDC), locus of control, and ego strength 

characteristics are central to understanding decision-making processes (Cherry & 

Fraedrich, 2000; Forte, 2005). The dichotomy of reasoning compares external resources 

or expectations of others with internal resources based on the belief system of “what is 

right.” The primary external influences in the securities industry are regulatory oversight 

and punishment. Advisers with external orientation are driven by how they are perceived 

as well as by the fear of punishment, whereas advisers with internal orientation are driven 

by their core beliefs in regard to what is right.  

Internal and External Control 

 Locus of control. The locus of control concept is broken up into two categories. 

The first is an internal locus of control wherein the individual adviser takes responsibility 

for the cause of his or her own successes or failures; on the other hand, those advisers 
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most influenced by an external locus of control are guided by forces outside their control, 

and thus they possess less confidence in their own abilities to both construct their futures 

and control their lives (Domino, Wingreen, & Blanton, 2015). The importance of these 

qualities is not lost to an industry comprised of individuals who are faced with a range of 

decisions that might be regulatory correct yet ethically wrong. Locus of control also plays 

an important role in understanding why organizations with high ethical standards 

influence advisers to be ethically strong (O’Fallon & Butterfield, 2011). 

 An equally important component of locus of control regarding an adviser’s ethical 

decision making is the impact of client pressure to make poor decisions—e.g., client 

direction to make risky or inappropriate investments. External forces such as a corporate 

climate that foster client narcissism also affect the individual’s locus of control while 

making decisions. An example of an organization’s negative influence is the pressure that 

was placed on Wells Fargo employees to open fraudulent accounts; as demonstrated 

there, industry and firm pressure significantly influence business practices. Finally, an 

external force that has not been significantly addressed is the client’s pressure to make 

risky or unethical decisions. The issue then requires the organizational support of 

workplace interventions that develop the adviser’s ability to combat the client’s pressure 

to act unethically. Client narcissism affects the adviser’s decisions as well as 

organizational attitudes toward the acceptance of risk by imposing pressure to dictate 

unwise trades or risky portfolio allocations (Domino, Wingreen, & Blanton, 2015). 

When it comes to making important yet difficult ethical decisions, internal and external 

controls drive human choice and are central to this research. Internal controls are those 

core beliefs that reinforce decision making and thus enable the individual to make 
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complex ethical decisions. Decisions that are influenced primarily by external controls 

are based upon the individual’s belief that consequences are not within his or her control. 

The individual’s moral identity is influenced by both internalization and symbolism 

(Boegershausen, Aquino, & Reed, 2015). The adviser who is concerned with building 

and preserving a trusted reputation would publicly exhibit a moral self, and the internal 

power of conscience would also influence his or her actions. The stronger of either of 

these influences in ethical decision making, as perceived by the individual, is the 

individual’s internal–external locus of control (Forte, 2005).  

 Moral identity. Bagdasarov, Johnson, MacDougall, Steele, Connelly, and 

Mumford (2016) examined the relationship between mental models and ethical decision 

making (EDM). In their empirical study, participants were asked to reveal their 

understanding of ethical dilemmas by responding to several scenarios. According to the 

researchers, the complexity of participants’ mental models was related to EDM, thus 

indicating the potential for improved integrity training. Understanding individual 

characteristics and their impact on ethical decision making is essential to determining 

why decisions are made when an individual is faced with a dilemma (Trevino, 1986; 

Domino, Wingreen, & Blanton, 2015). Individual variables include age, religious beliefs, 

gender, and position tenure, while elements more difficult to determine although 

potentially more important include moral maturity and ego strength (Trevino, 1986). 

Taking responsibility for behavior constitutes the core of this research; Forte’s (2005) 

work illustrates how individuals with internal loci of control are capable of resisting 

pressure to perform unethical acts. Managerial staff and executives with higher perceived 

loci of control were determined as being creative and productive as well as possessing the 
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strength necessary to make difficult although ethically correct decisions. Forte’s (2005) 

research points toward the need that one be able to cope with external pressure in order to 

maintain one’s ethical decision-making practices. 

 Self-control. The question remains unanswered as to why individuals differ in 

their ability to remain ethical in the face of dilemmas. Self-control—or the ability to 

override, delay, interrupt, and alter one’s behavior—differs among individuals. In a study 

conducted by Rua, Lawter, and Andreassi (2017), self-control was demonstrated as being 

depleted by environmental factors. If understood, the individual has the ability to 

strengthen his or her self-control through training. Internal moral identity, or a personal 

moral compass, was found to have a stronger effect on the exhibition of self-control, thus 

resulting in ethical decision making. Cognitive theory examines the role of the 

individual’s moral attentiveness—or the extent to which one’s moral beliefs affect ethical 

decision making. Research recommends that situational training that includes an 

understanding of the depletion of self-control be considered in industry ethics training 

(Treviño et al., 2014).  

 The importance the adviser places upon wealth as a measurement of success is a 

critical component of ethical decision making because focus on wealth may create a 

skewed approach toward behavior. A primary source of scandal in the U.S. financial 

industry is most effectively described by Bergman (2011) as “deformed acquisitiveness 

and excessive individualism” (p. 67). The U.S. financial industry’s regulatory approach 

to ethics does not address the human element of the perceived importance of wealth in 

decision making (Moore, 2005), and the destructive results of market greed do not 

necessarily produce a fair, sustainable environment (Atwell, 2010). Fair dealings require 
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consideration and reflection by the individual leader. Regulatory reform and education 

would be greatly served by industry training that introduces practices of values-based 

training (Van Hise, Koeplin, & Whitty, 2013).  

 Materialistic behavior runs counter to concern for others. In research that 

addresses the impact of acquisitiveness, Kasser (2016) examined the measurement and 

conceptualization of materialism, finding that those who give high priority to wealth and 

acquisition generally possess values that run counter to the well-being of others. Kasser 

(2016) presented three materialism reduction strategies, the first of which involves 

encouraging goals that oppose materialism, such as quality of life and spiritual growth. 

The second strategy involves the reduction of social messages that exalt materialism; 

sources of these types of social messages are ubiquitous and require a concerted effort to 

tune out advertising and social media. Lastly, the third strategy involves assisting 

individuals to feel less “insecure, stressed, or worried about their ability to satisfy their 

physical and psychological needs” (Kasser, 2016, p. 502). Instruction as an intervention 

to decrease materialism is similar to mindfulness meditation and education among 

business students. The interventions proposed by Kasser (2016) are methods and training 

practices that improve the individual’s feeling of security through instruction in order to 

reduce materialistic goals and desires. This approach may possibly shift the importance 

leadership places on revenue generation to altruistic pursuits.  

 Moral sensitivity. Ethical decisions are not all equal; situations carry unique time 

constraints, importance, consequences, and moral content specific to each decision 

(Sparks, 2015). The individual’s interpretation of this spectrum of importance is referred 

to as moral sensitivity (Sparks, 2015; Thoma, Rest, & Davison, 1991). When considering 
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the adviser’s decision-making process, each situation varies according to the individual 

characteristics of the decision maker. Our moral schema represents what each of us has 

learned in the past, influences our interpretations of ethical challenges, and guides our 

actions toward reaching outcomes. We are all similar to snowflakes—each unique in our 

interpretation and sensitivity of an ethical challenge’s recognition and importance. An 

issue-contingent, decision-making model proposed by Thomas Jones (1991) addressed 

the issue of moral intensity as perceived by the decision maker. The message dictates that 

people are influenced by the importance of the moral issue; the greater the perceived 

importance, the more ethical the choice that is made. Unfortunately, there exist those 

advisers who fail to recognize the moral intensity of a situation. An important message 

for the financial industry is that, if an adviser does not perceive a moral issue, the issue 

will not carry importance for the adviser. 
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Industry Ethics Education 

 Ethics training is essential for the financial industry’s integrity and is an important 

component of regulatory licensing and monitoring. FINRA requires that each firm 

establish a formal continuing education (CE) program that includes regulation, 

compliance with industry standards, and ethics training (FINRA, 2016). Ethics programs 

range from computer-based education to mandatory hours of classroom instruction. The 

objective of current CE ethics training is to both provide an ethics course to licensed 

members and satisfy industry requirements. The objective is neither intended nor 

designed to prepare the individual to cope with ethical dilemmas.  

Participatory Education 

Recent studies indicate the importance of student participation in ethics training 

(Craft, 2013). In a study conducted with 340 undergraduate business students, Nguyen, 

Basuray, Smith, Kopka, and McCulloh (2008) determined the ability to build moral 

values—the ability to understand right from wrong—as being possible to achieve. The 

authors found that field exercises requiring student participation enhanced each student’s 

ability to deal with ethical situations. Participatory education was examined by Craft 

(2010), who concluded that writing and acting stories enhance ethical reflection. The 

building and sustaining of an individual understanding of ethical behavior might be 

ideally served by addressing individual development.  

 The conundrum of ethics education is that, once an adviser is ethically aware, 

how does he or she consistently make ethical decisions? Kaptein’s (2017) theory of ethics 

struggle explains that the ability to remain ethical requires a type of balance between 

controls of regulation and temptations brought upon by autonomy of practice. The 
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description holds relevance to the financial industry, wherein the quest to generate 

revenue provides the temptation to make unethical choices. Added to the dynamics of 

decision making is what Kaptein termed the “magnitude” of pressures and temptations 

(2017). The balance between temptation and regulation is necessary such that 

management, staff, and compliance become neither complacent nor combative. An 

example in the investment world might be a compliance or regulatory department 

becoming complacent with adviser and staff processes wherein the struggle is twofold: 

the struggle against unethical behavior and the struggle for ethical behavior. The author 

explained the risk that, when any one individual or department receives too few pressures 

to be compliant, the need to follow regulation diminishes. An example in the securities 

industry might be a compliance structure that would require three lines of defense; in this 

case, the first line of defense is management, the second line of defense is compliance–

legal departments, and the third line of defense is the annual audit review. When any one 

line of defense becomes too strong, the remaining lines subsequently feel less pressure to 

perform. The research suggests that organizations should seek the proper balance 

between compliance requirements placed on management and employees as well as the 

ease of responsibility achieved by the three lines of defense.  

Ongoing Education 

 Effective ethics training must be interactive and designed for individual 

development within the organization and regulatory structure (Craft, 2010). In a study 

that addressed the relationship between ethics training and perceived organizational 

ethics, Valentine and Fleischman (2004) examined employees’ perceptions of their 

companies’ ethical contexts. The interview results provide significant statistical support 
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for the notion that employees in organizations that utilize formalized ethics training 

programs possess more positive perceptions of their companies’ ethical codes than do 

individuals employed in organizations that do not utilize such training. The adoption and 

team understanding of a comprehensive code of ethics may equip decision makers with 

the abilities necessary to make wise decisions.  

 Sekerka (2009) examined the trends and effectiveness of U.S. ethics education in 

a two-phased study. The first phase was a literature examination that included 

educational and practitioner journals wherein the literature search was limited to studies 

published within the five years prior to Sekerka’s study (2004–2009). The second phase 

involved a qualitative study using an open-ended interview conducted with eight 

organizations. Participants were asked to describe the strengths and challenges of ethics 

programs. The study revealed a disparity between linking ethics programs concerning the 

ability to measure and track performance, thus concluding there exists a need that ethics 

education foster the individual’s development through continual participation and 

interaction.  

 Finally, current ethics education in U.S. business schools may not be effectively 

addressing the most important component of ethical decision-making. Lampe and 

Engleman-Lampe (2012) noted the lack of success among philosophy, religion, case 

studies, and moral dilemmas in ethics education regarding the creation of a more ethical 

business professional. The authors identified the lack of instruction regarding the 

individual’s understanding of his or her own mindfulness and decision-making processes 

in mainstream ethics education and training. They built a powerful proposal based upon 

current literature for the incorporation of meditation instruction in business ethics 
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instruction. The new approach, called Mindfulness Based Business Ethics Education, is 

designed to use meditation such that students may override their deceptive thoughts that 

subsequently lead to unethical actions. 

Leadership’s Role in Enabling Ethical Decision-Making 

 In a leadership position, the individual adviser possesses a heightened obligation 

for his own as well as his or her staff’s ethical mindfulness. Ethical management is faced 

with a myriad of decision-making problems ranging from profitability to regulation and 

compliance. Leadership possesses the responsibility of fostering staff development and 

individual decision-making skills. Geva (2006) addressed the role of ethical management 

in developing staff members’ ethical awareness and accountability. The message for 

leadership in the financial industry is that rationalization (they did it—therefore, so can I) 

has a profound effect on the organizational operation. Those in positions of power 

significantly influence the moral and ethical behaviors within the organization 

(Armstrong, Williams, & Barrett, 2004). The authors examined business environments 

created by executive management for the good of the firm—although not in the best 

interest of society—using Office of Safety and Health Administration (OSHA) and 

Environmental Protection Agency (EPA) complaints. Unsurprisingly, companies with 

more severe OSHA and EPA infractions reported lower reputation scores. Leadership 

controls the organization’s reputation and public trust along the conduct of operation.  

 While industry ethics education may be slow to adopt training in moral sensitivity 

and ethical awareness, individual advisory practices are free to proactively implement 

training in awareness and accountability. Ethical awareness training may be an important 

consideration for investment advisory as well as financial planning firms. Leadership in a 
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financial firm is obliged to extend beyond the role of a fiduciary and embrace the intent 

to do what is right (Thomas & Rowland, 2014). Compassion is an unusual quality to 

consider when discussing ethical conduct in the financial industry; however, compassion 

is an important professional quality that may be fostered by leadership training. In a 

review of current literature, Thomas and Roland (2014) argued that followers do not 

support leaders who are self-serving. Furthermore, the authors held that ethics education, 

which builds leadership skills in compassion, will not only build a commitment to follow, 

but also train followers to lead (Thomas & Roland, 2014).  

Summary 

 There exist ethically strong advisers in the financial investment world; these are 

the advisers who face the same moral and ethical challenges as do their peers, yet are 

more mindful when making decisions. The importance of this mindfulness is not lost on 

the U.S. securities industry. Effective markets rely on the consumer’s trust, which is 

based upon the integrity and moral strength of the individual. Unfortunately, industry 

policy and regulation provide direction, monitoring, and enforcement, but do not affect 

the individual’s moral and ethical decision-making abilities. This paper suggests the need 

that further research be conducted regarding situational determinants of ethical dilemmas 

in the financial industry as well as sources of individual moral strength in decision 

making. The important research question addresses environmental, physical, and mental 

elements that contribute to morally and ethically correct decision-making practices. 

Moral identity research reveals externality (regulation) and internal (moral strength) 

factors as determinants of the individual’s ability to make ethical decisions. While the 

U.S. securities industry has been successful in policy and self-regulation education, 
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attention to individual ethics training and development has been neglected. Industry 

ethics education is challenged to improve its approach toward providing enhanced 

training focused on individual moral sensitivity development. While the process will cost 

time and resources, the benefit—the basis of a more ethically aware industry—will vastly 

outweigh any disadvantages. 
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 CHAPTER THREE: METHODOLOGY  

Introduction 

 The purpose of this study was to examine types of ethical dilemmas experienced 

by U.S. investment advisers, the objective being to identify the internal and external 

resources the adviser calls upon to arrive at an ethically correct decision. The premise 

held that, by understanding the decision-making process, ethics education and training 

may include operational resources necessary for the investment adviser to overcome 

decision-making challenges. The study sought the beliefs, thoughts, and attitudes of 

individual advisers who experienced or witnessed ethical challenges. In this narrative 

research, individuals were interviewed by telephone; the intent was to examine the full 

range of experiences and attitudes of seasoned financial advisers. An important part of 

this research addressed accountability and the adviser’s history of learning to take action, 

which called for a separation of focus from philosophical ethics to the philosophy of the 

mind (MacIntyre, 1988). As explained by Creswell (2013), qualitative research provides 

the ability to explore attitudes and beliefs, such as the underlying meanings individual 

advisers attribute to ethical dilemmas. The study also sought adviser attitudes concerning 

the efficacy of industry ethics training, which focuses on compliance and regulation 

rather than methods to strengthen individual ethical resolve.  

 It is important that the interviewed population be understood; the study of 

dilemmas experienced by financial advisers, who are held to a higher fiduciary standard 

and who have successfully arrived at ethically sound decisions, was most effectively 

examined by qualitative narrative research. The importance involves revealing events 

experienced or witnessed as well as epiphanies advisers perceived during critical periods. 
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This process followed a three-dimensional approach (Clandinin & Connelly, 2000) of 

personal experience, continuity, and situation. Advisers were asked to share their stories 

of ethical challenges either experienced or witnessed during the course of their practice. 

As a listener and recorder, I recorded the advisers’ responses in complete detail using 

voice capturing and vocal cue methods (sighs, laughter, anger, and hesitance). My 

observations of attitudes and emotions were noted for the coding process. 

 The advisers who participated in this research were investment advisers, 

practicing financial planners and members of the Financial Planning Association (FPA). 

All advisers had practiced as financial planners for more than ten years. Andrews, Squire, 

and Tamboukou (2008) discussed the theoretical divisions in narrative research stemming 

from how researchers conceptualize the method to study the research topic as well as why 

that topic is important for understanding the psychological or sociological event. All 

participants’ homes, families, and communities shaped their lives; in addition, each 

participant had begun his or her professional career in another financial industry—i.e., 

brokerage. As our conversations developed, I was keen to ask questions that would help 

me understand the life experiences that combine the examination of both event-centered 

and experience-centered narratives. The goal was to record each adviser’s recollection of 

industry challenges and to recall how those challenges were resolved. The stories shared 

by advisers were multifaceted in that adviser input was additionally requested for 

situations either experienced or witnessed that were correct in a regulatory sense although 

ethically questionable. My objective was to understand whether there existed ambiguities 

in industry regulation, and if so, whether or not they were considered challenges.  
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Research Questions 

 The question central to this research is: “How advisers are ethically challenged, 

and how do they respond in a moral fashion?” The role of morality within the economy 

constitutes a vast topic; this research dived beyond the investigation of the role of 

industry regulation to examine a specific component of ethical decision making—the 

individual adviser’s core beliefs and norms and the influences that drive his or her 

choices. The questions as to how the adviser relies on these innate qualities and how he 

or she should respond were critical aspects of this research, which thus accommodates the 

relationship between ethics and economics. As explained by Van Staveren (2007), this 

relationship must be inspected through the lens of virtue ethics, or the approach of the 

individual’s moral character. By examining the described personal influences of the 

adviser’s decision-making skills, this research combines the topics of virtue ethics and 

deontology. I was guided by the work of MacIntyre (1988), who explained the need to 

study advisers’ descriptions of their personal beliefs, individual commitments, and shared 

values of society in order to understand how their beliefs transition to intent and, 

ultimately, action. The objective is to build what is termed a thick description—a reliable 

collection of detailed records concerning advisers’ attitudes—alongside perceptions and 

actions (Locke, Silverman, & Spirduso, 2010). This study is important for the 

establishment of a dichotomy between regulation and moral choice. Virtue ethics and 

deontology do not require that authority of regulatory oversight contribute toward ethical 

decision making.  

 A qualitative narrative approach was used for data collection and reporting. 

Interviews were arranged with practicing financial advisers affiliated with independent 
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broker–dealers who had served as financial advisers for ten or more years. The interviews 

were conducted by telephone and were scheduled for 45 minutes each. The participants 

were asked to respond to primary questions that were sent by e-mail one week prior to the 

interview. Their responses and additional comments were transcribed during two phases. 

The initial interviews were recorded and transcribed electronically using TRINT™, an 

internet-based transcription service. The second phase involved replaying each interview 

and manually transcribing the conversations. During the manual transcription, I was able 

to add comments regarding what I perceived as attitudes and emotions. The participants 

were assured of confidentiality and were asked to indicate whether they had any 

questions or needs both prior to and during the interview. The following questions framed 

the interview: 

1. Tell me about your practice. 

2. Please describe some decision-making challenges you have experienced or 

witnessed in your role of adviser. 

3. What would you consider a few of the greatest ethical challenges faced by 

independent advisers? In your experience, what resources help most when 

meeting ethical challenges? 

4. What are your thoughts concerning the efficacy of industry ethics education in 

helping advisers to meet ethical challenges?  

5. Before closing, what other thoughts do you have about ethics training in the 

financial industry? 
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Research Design 

 Babbie (2014) explained the potential for sampling bias in the event that those 

interviewed are not representative of the larger population. In this case, while the intent 

was to address challenges of ethical dilemmas faced by investment advisers, the 

population included a specific group (investment advisers and financial planners) pulled 

from a unique group (independent broker–dealers) within a unique industry (financial). 

The study used narrative inquiry to examine the meaning of the moral decision making 

process in addressing advisers’ experienced ethical dilemmas. When asked to provide 

examples of the ethical challenges they witnessed, I asked each participant to limit his or 

her comments to other advisers. I was concerned that witnessed dilemmas would open 

organizational issues that were beyond this research’s scope; for example, ethical 

dilemmas experienced by trade desk personnel, compliance officers, or administrative 

support staff were not included as central to this study. In this case, only ethical dilemmas 

experienced by the adviser may be constructed from advisers’ descriptions of dilemmas.  

Narrative Inquiry 

 During the interviews, I asked questions regarding the impact of the recent market 

recession. My thought was that, by addressing a period of time when the U.S. 

experienced failing markets, bank failures, and a real estate market collapse, stories 

involving challenges would be more severe and greater in number. I included questions 

regarding the challenges of the 2007–2009 recession; however, this time period did not 

pose as great a challenge as I had expected. As explained by Clandinin and Connelly 

(2000), the importance of narrative research is the understanding that life is filled with 

“narrative fragments, enacted in storied moments of time and space, and reflected upon 
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and understood in terms of narrative unities and discontinuities” (p. 17). Each adviser 

recounted his or her own personal time frames and unique challenges. 

 This narrative research followed a thematic analytic approach. The narratives 

were constructed interactively between the participants and myself, while my 

interpretations of participants’ responses were built on those conversations. Each 

interview was transcribed and coded to keep stories “case centered,” as described by 

Reissman (2008). It soon became apparent that each interviewee addressed the same 

problem statement, yet described his or her own very unique story. The following guide 

provided by Creswell (2013) helped assist my understanding of each story within the 

context of this research’s aim: 

 Detailed stories were gathered from each participant that described personal 

experiences, observations, and challenges experienced by fellow advisers. 

 Participants’ stories were sound recorded. Observations of tonal cues were 

recorded simultaneously in longhand.  

 I served as an active listener and questioner. I paid particular attention to directing 

the conversation through what is described by Creswell as “shifting meanings that 

emerge through translated material” (2013, p. 74).  

 I used information from the participants’ personal decision-making experiences, 

the observations of their role as advisers, and their professional history to build 

upon the contexts of their stories. This process helped me ask more in-depth and 

potentially sensitive questions.  
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 The stories were reorganized into a framework of a three-dimensional narrative of 

interaction describing personal and social experience, continuity, or timeframe of 

the situation (Clandinin & Connelly, 2000).  

 In my initial telephone introduction, I explained the aim of the research alongside 

each participant’s value. This process is described as collaboration between the 

researcher and participant (Creswell, 2013).  

Participants/Data Sources and Recruitment 

 The intent of the study was to gain knowledge of the role of moral identity in 

financial advisers’ personal, ethical decision-making challenges. For the purposes of this 

study, the population interviewed were FINRA-licensed financial advisers who were 

currently practicing for ten or more years. As explained previously, there existed a 

potential for sampling bias in the event that those interviewed were not representative of 

the larger population. After receiving IRB approval (see Appendix A), an invitation to 

participate in the study (see Appendix B) was posted on the FPA community website, 

which thus allowed me to focus on this very specific population.  

Methods 

 There were three total selection criteria. First, the interviewed individuals were 

required to be currently practicing as financial advisers. Second, selection was restricted 

to advisers who had practiced in the same occupation for the past ten years. Finally, 

selection was limited to advisers who were affiliated with an independent broker–dealer. 

I felt that representation from proprietary brokerages would introduce issues associated 

with pressure to sell proprietary products. While these conversations are important—and 
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they ultimately became an important topic—it was necessary that the focus of company 

pressure in unethical decision making be limited.  

 I developed a five-phase interview guide to provide a reliable structure for the 

conversation process, which kept both myself and the participant focused. Nevertheless, 

the topics of conversations were widely varied. I soon realized it was important that I 

circle back to the phase topic in order to remain on track (Brayda & Boyce, 2014). 

Whenever appropriate, I reserved questions on sensitive topics for the end of each 

interview. This line of questioning depended upon how comfortable I perceived the 

participant to be as well as the appropriateness of the questions. 
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Table 3.1  

Interview Guide 

 Interview Phase    

Phase One: 

Introductory 

question: 

Tell me about 

your professional 

career. 

Education Office structure Planning focus 

Phase Two: 

Primary question: 

Please provide an 

example of an 

ethical dilemma 

either experienced 

or witnessed 

during your time 

as an adviser. 

Support 

question: 

What was the 

cause of the 

dilemma 

(regulatory or 

moral)? 

What was the 

nature of the 

dilemma? Who 

was harmed? 

What was the nature of 

the dilemma? Who 

profited? 

Phase Three: 

How was the 

dilemma 

resolved? 

 

What was your 

moral compass?  

What were your 

concerns with 

regulatory 

repercussion(s)? 

What were your concerns 

with the 

firm/associate/community 

repercussion(s)? 

Phase Four: 

Supplementary 

questions 

Do you feel this 

industry has a 

bad reputation? 

If so, in what 

way? 

How do you earn 

your clients’ trust? 

What would you tell a 

young person wanting to 

enter the financial 

planning field? 

Phase Five:  

Continuing ethics 

education and 

requirements 

Efficacy Cost Suggestions for industry 

training 

 

Data Collection Tools 

 The qualitative research process involved one-on-one interviews with currently 

registered financial advisers. Creswell (2014) suggested that, while there is no firm 

recommendation regarding number of participants, narrative research typically engages 

three to ten interviewees. Six open-ended areas were addressed: (1) discussion of the 
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adviser’s professional history, including education and focus of service; (2) adviser’s 

recollection of professional challenges either experienced or witnessed; (3) adviser’s 

processes used to make ethically correct decisions; (4) adviser’s opinions concerning the 

role of trust and organization in the U.S. financial industry; (5) adviser’s opinions on 

industry ethics training requirements; and (6) adviser’s thoughts or suggestions as to how 

the industry might help advisers meet ethical challenges. 

 Due to the open-ended and interpretive aspect of data, a constructivist approach 

was used to address validity in this research. This approach allowed me to urge each 

participant to comprehensively describe his or her views based on his or her personal, 

subjective experiences. As explained by Creswell (2014), concepts and descriptions defy 

a quantitative approach, which I found to be very true for all interviews, as the 

participants wanted to tell their stories. Topics such as trust, obligation, deceit, greed, 

bullying techniques, and even spiritual beliefs constructed vivid themes.  

 My position as an adviser was an important component of this research. I believe 

my industry affiliation helped me gain participants’ trust, and I also feel my common 

knowledge of the industry helped me uncover additional information; for these reasons, I 

took additional steps to self-identify as a colleague. I explained my industry association 

and research objective during the invitation process, during the introductory telephone 

call, and prior to the interview process. I also took care to fully explain my potential 

biases—a process termed researcher reflexivity—throughout this dissertation. As 

explained by Creswell and Miller (2000), reflexivity has provided me with an opportunity 

to explain how my background has shaped my interpretation of the data.  
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 Building legitimacy during the qualitative research process was critical 

(Ollerenshaw & Creswell, 2002; Reissman, 2008). I developed an appreciation for the 

need to produce reliable results that may both assist the financial industry and inspire 

future research. According to Reissman (2008), the researcher should build detail and 

specificity in narrative research that will result in a valuable study. In the table below, I 

illustrate the problem-solving approach I utilized as the basis for developing research 

themes. 

 

Table 3.2 

Problem-Solving Narrative Structure 

Rough 

transcription 

Characters Setting Problem Actions Resolution 

Ethical 

dilemmas 

experienced 

or witnessed 

during time 

as advisor  

 

 

 

 

Individual’s:  

 -Personality 

 -Behavior 

 -Style 

 -Pattern 

-Environment 

-Office 

-Market  

  

Period of 

time—e.g., 

start, middle, 

or end of the 

recession 

  

Describe the 

ethical 

dilemma  

  

Challenge 

source (e.g., 

client, 

banking, 

personal) 

Movements  

through the  

story: 

 

-Thinking 

-Intentions 

-Feelings 

-Reactions 

-Failed  

 attempts 

 

Difficult but 

ethically 

correct 

decisions 

and actions 

 

Explain the 

process 

Note. Source: adapted from Ollerenshaw and Creswell (2002) 

 The intent for this study was to produce work that is considered valid along the 

scope of ethics research within the financial industry. A second and potentially more 

important goal was to conduct a valid study that would identify sources of individual 

moral strength among advisers in the financial industry with the potential to augment 

current ethics education. Validity and value are of primary importance in this study, and 

interview questions were designed to build useful information and potentially generate 
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additional, rich data (Watson, 1998). Moreover, the intent was to hone the effectiveness 

of the interview questions along with my method of inquiry to ultimately produce 

valuable research. 

Data Analysis 

 This narrative study provided participants with the opportunity to perceive their 

experiences as legitimate and important for the improvement of an industry that depends 

on trust (Bruce, Beuthin, Shields, Molzahn, & Schick-Makaroff, 2016). This is important, 

as some participants’ stories had not been previously told. Initially, I had anticipated 

tightly grouped accounts of ethical challenges, and I was confident the homogeneity of 

the participant population would reveal a limited number of ethical dilemma types; 

however, this was not the case. While the participants represented a specific type of 

financial professional, the collected data addressed the diversity of advisers’ responses 

according to their personal experiences. As explained by Jansen (2010), the value of the 

selection process should be logical and efficient in order to ensure the selection of a 

diverse sample. 

 In a narrative study, the process of data collection is fluid and open to build upon 

and accept additional topics termed “emergent categories” (Riessman, 2008). As 

conversations evolved and described the participants’ personal experiences, a picture of 

what constitutes ethical challenges within the financial industry subsequently emerged. 

Once the interviews were completed and transcribed, the critical task of data analysis 

began. Creswell (2013) described the “general contour” of data analysis design as four 

procedures that make up a spiral design of data collection: data management, memoing, 

coding, and interpretation (p. 182).  
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Data Management 

 The first loop in the spiral is data management. The collection of these rich stories 

requires structure. In preparing for the structural analysis of narrative data, Riessman 

(2008) explained the six elements of a fully formed narrative: abstract—the point of the 

story, orientation, complicating action, evaluation, resolution, and ending. I remained 

mindful to assist the participants’ deliverance of all narrative elements by actively 

listening and encouraging their sharing of complete stories through open-ended 

questions.  

 Ten in-depth interviews each lasting between 45 and 130 minutes resulted in a 

significant volume of data. The additional supporting notes were organized by color 

coding for detail. Data was transcribed using electronic transcription (TRINT) and was 

subsequently stored in Microsoft Word. The Word document was then refined and edited; 

this step required that information be organized within the database.  

Memoing 

 The second stage involved making sense of the collected data. It proved helpful to 

return to the voice recordings, clarify conversations, and decipher specific comments’ 

intents. I implemented the process of unitizing—the breaking down of responses into 

thought units. This process helped me retain the original context of each conversation. 

Bracketing was used to address my preconceived opinions or notions of, for example, 

conversations regarding the insurance industry and methods of policy replacement. As 

the research evolved, life insurance and annuity replacements became important topics 

and sources of ethical dilemmas. 
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Coding 

 The third stage involved interpreting data into themes and codes. Digital coding 

was completed throughout a two-step process. The first phase of coding was completed 

using ATLAS.ti 8 ™ qualitative data analysis (QDA) software, which helped sort 

common words and phrases relative to the research question. This process was a non-

biased method to complete a “first discovery” of codes. The second phase involved 

building upon the QDA results using my own interpretation, after which I returned to the 

written transcript and coded the data by hand. Chowdhury (2015) warned about data 

contamination in the event that the independent researcher is more accepting of human 

inconsistencies when reporting upon stories. I believe that, as a member of the financial 

industry and due to my use of an initial QDA coding process, I was able to concisely 

interpret and code the interviews during the second phase. 

 Creswell (2013) suggested a manageable short list of approximately 25–30 codes 

to match text segments. This research’s original code selection was approximately 152 

codes, and this list was refined and reduced by the two-step process explained above to 

32 codes. While not a fully comprehensive method of developing codes, the QDA 

software did help in the initial identification of themes, which subsequently led to the 

development of codes.  

Interpretation 

 The fourth and final stage was interpretation; to me, interpreting the data was not 

only the most important stage, but also the most time consuming. I relied heavily on the 

dissertation’s literature review to understand what the participants’ messages meant for 

the study’s aim. The tie between current research and the interpretation of this data 
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provided this study with substance. The codes and themes developed along the coding 

process helped me interpret the meaning of the data. In addition, new and unexpected 

themes emerged; one of the potentially most important unanticipated themes that 

developed was the topic of “rogue advisers” used to explain observed unethical behavior.  

By accommodating the topic, I was able to add further value to the study. During the 

interpretation stage, I was primarily concerned as to whether or not I had examined the 

data thoroughly and completely. A comprehensive analysis may never be fully possible, 

but nevertheless, it was my goal.  

Ethical Considerations 

 As a practicing Certified Financial Planner™ and FINRA arbitrator, it was 

necessary that I set aside any personal interpretation of comments and responses. The 

open-ended structure of the interview raised certain challenges to remain unbiased, and I 

found it difficult but necessary to employ active listening for all responses. Locke et al. 

(2010) cautioned that interviewers must always be mindful of the participants’ subjective 

experiences. For instance, being mindful helped me refrain from adding my personal 

comments regarding the efficacy of industry ethics training. Babbie (2014) noted that two 

primary ethical issues raised during the analysis and reporting of qualitative data include 

subjective judgments and the importance of protecting participants’ privacy. During the 

research project, I remained mindful about strictly following protocol to ensure quality of 

interpretation. This was not always easy, yet I recognized the importance of data 

reliability.  

 I exerted special efforts to assure all participants of the confidentiality and privacy 

of the interview environment. The interviews were conducted by telephone, and the 
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speaker was used for recording purposes. I conducted each interview in my private office 

behind closed doors. To protect identity, each participant was assigned an identification 

code for report referencing.  

Reflections of the Researcher 

 I have been a Registered Investment Adviser and FINRA arbitration panel 

member since 2000. During this time, I have become increasingly interested in why and 

how advisers address ethical challenges. I have been thoroughly impressed by 

demonstrations given by advisers who have exhibited difficult although positive decision-

making skills. I additionally perceive the importance of ethical leadership in finance to 

earn and maintain the investing public’s trust (Petrick, Cragg, & Sañudo, 2011). My 

concern is that this industry relies on regulation to create and maintain ethical operations 

yet does not address the development of individual ethical strengths. Earning the trust of 

the investing public requires each individual adviser’s consideration and reflection. I 

believe regulatory reform and education would be greatly served by industry training that 

addresses the development of each adviser’s ethical decision-making skills (Van Hise, 

Koeplin, & Whitty, 2013). The important question for this study is: how might advisers’ 

decision-making skills be strengthened to tackle challenges in times of hardship? This 

research focused on the identification of specific ethical challenges experienced by 

tenured advisers with the intent to understand how their decisions are made. I believe 

that, if these processes may be recognized and understood, then this self-regulated 

industry would have the potential to rise to a greater standard of service. 
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Summary  

 The purpose of this study was to examine types of ethical dilemmas experienced 

or witnessed by U.S. investment advisers, the objective being to identify the internal and 

external resources advisers call upon to arrive at ethically correct decisions. 

Understanding the decision-making process was perceived as critical for improving ethics 

education and training as well as for creating operational resources such that the 

investment adviser may develop decision-making skills. The qualitative narrative study 

conducted one-on-one interviews with current industry professionals to explore personal 

attitudes toward and experiences with ethical dilemmas. New information was gathered 

in relation to descriptions of ethical challenges based on the interpretation of self-

reporting experiences. Attitudes of the current ethics education’s efficacy were revealed, 

and while this research did not identify structured methods of building ethical decision-

making skills, novel and possibly more important information was gathered; thus, the 

importance of the adviser’s psychological makeup in relation to his or her making moral 

decisions has been addressed. This study may provide interest for further research that 

might address the dangers associated with advisers who do not possess any sense of 

moral obligation. Furthermore, the attitudes and beliefs reported in this study may very 

well contribute to a more ethical industry. 
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CHAPTER FOUR: FINDINGS 

Introduction 

 This study’s purpose was to examine types of ethical dilemmas experienced by 

U.S. investment advisers with the objective of identifying the internal and external 

resources the individual adviser calls upon to arrive at an ethically correct decision. 

Understanding the decision-making process was considered critical for improving 

industry-required ethics continuing education (CE) as well as for providing the 

investment adviser with operational resources with which he or she may cultivate his or 

her skills and successfully meet decision-making challenges.  

 In order to build valuable discussions that produced reliable information on 

investment advisers’ experiences, this study sought input from men and women who 

were practicing as financial planners during the time the study was conducted. The study 

population was drawn from three sources. The first group of adviser respondents, five 

females and one male, were volunteers from the Financial Planning Association (FPA) 

who had answered a request published in an FPA online forum. Recognizing the need for 

a larger and more diverse population, I sought volunteers from other investment adviser 

sources. Two male and one female adviser from an informal, adviser group were 

contacted by email request and agreed to participate in this research. Finally, two male 

advisers from my adviser network were invited to participate, and all participants were 

given an explanation of the study (Appendix 4). The following table presents the study 

population’s demographics, including age, practice specialty, gender, and location. 
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Table 4.1  

Survey Population. Investment Advisers Currently Licensed and Practicing 

Identifier Gender Business focus Region Age range 

FP1 Female Financial 

Planning 

Western 46–60 

MP1 Male Estate Planning Mountain 30–45 

FP2 Female Financial 

Planning 

Eastern 46–60 

FP3 Female Non-Profit 

Planning 

Southwest 30–45 

FP4 Female Financial 

Planning 

Midwest 46–60 

MP5 Male CPA/Financial 

Planning 

Eastern 30–45 

MP2 Male Financial 

Adviser 

Western 25–30 

MP3 Male Trust Adviser/ 

Financial 

Adviser 

Eastern 30–45 

MP4 Male Financial 

Planner 

Mountain 61–75 

FP5 Female CPA/ 

Philanthropic 

Planning 

Eastern 46–50 

FP6 Female Financial 

Planning 

Midwest 61–75 
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 The survey was conducted via telephone interviews and posed the following three 

questions to each participant:  

1. What ethical dilemmas have you faced as an investment adviser? 

2. What strengths did you call upon to make difficult yet ethically correct 

decisions? 

3. Please share ideas or examples of potential training and exercises the might be 

added to ethics CE to help advisers strengthen their ability to meet moral 

dilemmas.  

 An important interview failure became apparent during the initial discussions. All 

advisers stated they had not experienced ethical dilemmas during their time in practice. 

Once the advisers clarified this fact, the conversation’s scope quickly became limited. I 

realized that asking about personal experiences with ethical dilemmas was akin to 

indicating that I had doubts about the advisers’ integrity. As explained by one participant, 

the question itself “suggests I’m not trustworthy” (FP3). Maintaining the first question’s 

intent, I prefaced it with the request to share problems rather than ethical dilemmas each 

adviser had encountered during his or her time in practice. This query seemed to facilitate 

an important segue into a more candid discussion of issues each adviser faced, which 

resulted in shifting the focus from the individual adviser’s blame to the causes of 

different types of ethical challenges, thus fulfilling the study’s intent.  

The interviews were sound recorded and transcribed by a combination of 

TRINT™ software, an electronic transcription service, and manual transcription. Several 

interviews required that I revisit sound-recorded conversations to establish comments’ 

meanings. Atlas.ti™, a qualitative data analysis (QDA) software, was used for initial 
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coding and theme discovery. Themes were identified by reviewing and comparing 

important adviser quotes, while the software initially organized and developed the codes. 

My final task involved comparing transcribed interviews with the QDA software report, 

and the following four themes emerged from responses to the study questions: 

1. Types of problems that may have resulted in ethical dilemmas experienced by 

the adviser; 

2. Examples of different types of decision-making skills used by the adviser to 

arrive at an ethical conclusion to a problem;  

3. Efficacy of industry ethics training; 

4. Adviser views as to how decision-making skills should be taught to build a 

more ethical industry. 

Presentation of the Findings 

Defining Ethical Dilemmas 

Four primary sources of ethical dilemmas were identified in this study: personal 

needs, client pressure, firm or industry pressure, and economic or market conditions. 

Many of the described challenges combined two or more sources.  

Personal needs. Financial issues were the most frequently noted personal need-

related challenge. The fear of losing one’s client and income, the incentive to generate 

one’s income, and personal financial crises were considered sources of dilemmas that 

created personal financial needs. An interesting theme developed that seems to contradict 

the argument for fee-based accounts—those that are charged by a set fee based upon the 

asset value—as the most equitable system for both the client and the adviser. All advisers 

discussed the pros and cons of fee-based accounts, and the clear advantages of fee-based 
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services included cost consistency and cost fairness provided to the client. As one adviser 

noted, clients are comfortable knowing the adviser’s “motive is to grow account value.” 

However, the growing of an account’s value is not always in the financial plan—

particularly in education and retirement income distribution planning. The personal need-

related issues arose in three areas: potential for lack of review due to program allocation 

and fluctuating compensation based on client base (reduction of clients served), portfolio 

intent that supports distributions, and market conditions; these issues were not necessarily 

based in hubris or greed. The weakness in program fees or fee-based accounts was the 

potential to allocate a portfolio based upon client investment objectives as well as neglect 

monitoring aspects and, potentially, clients’ review needs. FP3 provided an important 

example and explained one’s failure to “circle back with the client” as a breach of ethics 

due to ongoing fees regardless of client services.  

Problems caused by fluctuating compensation were considered issues in both 

commission- and fee-based accounts. For fee-based accounts, a reduction in market value 

from losing a client base or experiencing an economic downturn had the potential to 

reduce firm revenue to a point that caused office disruptions, such as the need to reduce 

the number of employees and office expenses. Many advisers described a need for their 

own contingency savings plans that focused on business savings accounts. To a new 

adviser, the value of assets under management was perceived as an important challenge:  

Starting out from scratch is particularly challenging. Wondering how I’m going 

to pay the bills is a big question and makes it easier to compromise what you 

believe is right. Commission-driven revenue does have a drawback from revenue 
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[motivation]. Whether it is commission-based or fee platform—you really can’t 

predict either. What you can control is fairness to the client (MP3). 

 Personal needs, such as unexpected medical bills and family issues, were noted by 

two advisers, one of whom stated, “Being an independent adviser means no steady 

income.” The advisers’ message that addressed fluctuating revenue was not to be revenue 

focused, meaning it was not to be influenced by their assumed image. There also existed 

a bit of a “physician heal thyself” theme in the advisers’ suggestions for personal 

financial pressures. The need to plan for the unknown is an important component of 

financial planning, and investment advisers who weather financial challenges must plan 

for the unexpected and, possibly, the unknown. 

The “elephant in the room” dilemma concerning personal challenges seemed to 

focus on image, competition, and ego. Being influenced by outside expectations, such as 

the firm and community expectations of an adviser’s lifestyle, was noted by one male 

participant who adopted an interesting frugal persona and explained that he drove a 2005 

Chevy Trailblazer with 165,000 miles. The adviser, who took pride in embracing the 

miser, noted that adjusting to decreased income was more difficult than adjusting to 

increased income:  

I wish I would have figured this out sooner, you know. It’s cool to be comfortable 

with managing your own image. There’s always [going to be] a competitor out 

there that makes more money than I do and there’s always going to be, I guess, 

maybe a smarter guy at marketing. I know what I stand for, I think my clients do 

(MP1). 
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 Starting out in what is known as a wire firm—a larger, publicly traded investment 

firm—was considered more important for managing personal image-related challenges 

than was operating in an independent environment. As explained by MP1, taking control 

of one’s own image was also discussed as a source of firm pressure with additional 

dimensions. When asked about challenges related to his ego during his early beginnings 

at a wire house and the importance of sales or his own financial needs, MP1 responded: 

Maybe all of the above. Some of it wasn’t that apparent; I mean, if you are the 

lowest producer in the office and wear the same shoes for a year, you feel like a 

street person. Would I change those days? Maybe not, it’s like getting stronger 

after being bullied…that what don’t kill you, you know.  

Some codes for personal needs were used as a motive for an action, such as finance, 

protection of one’s reputation, and a sense of the staff’s obligation to keep the office and 

staff’s livelihood viable. Not being able to consult with a friend or colleague was 

described as a challenge, while being able to visit with a family member, colleague, or 

friend in times of stress was later described as a source of strength.  

  



ETHICAL DECISION MAKING IN THE FINANCIAL INDUSTRY  

 

60 

Table 4.2  

Types of Personal Pressures Described by Male and Female Advisers  

Personal Pressures 

 

Female Group 

 
Male Group 

 Totals 

Personal Needs – Financial 

 1 4 5 

Personal Needs – Isolation 

 2 2 4 

Personal Needs – Obligation to Staff 

 3 2 5 

Personal Needs – Protect / Build 

Reputation 

 

4 5 9 

Totals 10 13 23 

 

Client pressure. Clients who made poor decisions, made unethical requests, or 

had unrealistic or unmanageable expectations were the first source of ethical challenges 

for many advisers. This research addresses a specific population: investment advisers 

who possess a financial planning focus. The interviewed advisers were either Certified 

Financial Planners©, Registered Investment Advisers, or Accredited Investment 

Fiduciaries©, and each membership carries its own specific fiduciary standard. The 

obligation to clients’ best interests and fiduciary standards is a small although important 

separation between transaction-based insurance agents, stockbrokers who operate on a 

non-discretionary responsibility (allocation selected by the client and not the adviser), 

and the investment adviser, who is held to a higher fiduciary standard. All the advisers 

who participated in this study provided financial planning services.  

Significant frustration occurred with clients who sabotaged their financial plans. 

One form of sabotage was explained as clients who had taken cash value distributions on 

life insurance, stopped funding their retirement, or cashed out their college saving plans 
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due to spur-of-the-moment unnecessary financial expenditures (e.g., a vacation). The 

adviser’s ethical dilemma is how he or she should go about altering a financial plan; as 

questioned by one adviser: when do you stop being an effective financial planner? The 

challenge involves deciding when financial planning services no longer justify the 

charges; this challenge is significant and in fact forces advisers to decide when they 

should “fire” a client—even when that client’s wellbeing is at risk. The following 

example demonstrates the dilemma’s evolution: 

I had one client that consistently wanted to take out more money from his account 

than was sustainable. He continually asked for money over and above his budget. 

We would contact him by email [to document] and ask him to acknowledge 

receipt of our report of declining account balances. In our meetings, we let him 

know that he would run out of money by “x” date (MP3).  

 This is an important example of how a dilemma might evolve as well as what 

ethical choices the adviser is left with. When asked how he dealt with the problem, the 

adviser explained that the issue came to an end when his firm joined an RIA firm, which 

required that clients be transitioned to the new company. After having a candid 

conversation with a client and noting they no longer believed they could “help the client’s 

planning needs,” the adviser did not ask that client to transfer to the new firm. This is a 

strong example of how a reduction in an adviser’s client base, although it may lead to a 

reduction in the adviser’s compensation, is the right decision.  

 Family dynamics may influence client pressure, particularly in estate planning 

and divorce. This type of pressure may originate from a client’s relatives who act outside 

their capacity to direct both the client and the adviser. The important issue for this 



ETHICAL DECISION MAKING IN THE FINANCIAL INDUSTRY  

 

62 

research is the influence that outside individuals have on clients’ financial decisions. If a 

client lacks confidence or concern in financial matters, he or she may be easily swayed by 

others. An important example of family dynamics’ influence on client pressure was 

shared by MP5, who told of a client’s well-meaning brother: 

Here’s the deal, I did an abbreviated financial plan for a sister of my client after 

her divorce. We set up an IMA [individual managed account] with the objective of 

generating life income based upon the proceeds from the divorce. She had been 

through a lot and wasn’t comfortable with risk. The hard part was that she relied 

on her brother for financial decisions right after the divorce. [The brother] would 

constantly call to make changes in her portfolio. I made a point of having several 

sit downs with her to ask if she would like her brother involved. Here’s the funny 

part, she really didn’t want her brother to know very much. A lot of our job is 

protecting the client (MP5).  

Client pressure is driven by the need to do what is right for the client’s current and 

future needs. Protecting clients from themselves is not an easy task when they refuse to 

follow their financial plans, and many advisers identified clients who pressured them to 

take unethical actions. Client pressure is never as easy to deal with as is “firing” a 

specific client, particularly when the adviser is motivated by acting in every client’s best 

interest. Finally, client pressure can be one of several sources of decision-making 

problems.  
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Table 4.3  

Types of Client Pressure Described by Male and Female Advisers 

Client Pressure 

Female Group 

 
Male Group 

Totals 

Client Pressure - Ignore Plans 

3 4 7 

Client Pressure - Poor 

Decision  2 3 5 

Client Pressure - Unethical 

Requests  3 1 4 

Client Pressure - Unrealistic 

Expectations 3 3 6 

Ignore Time Sensitive Issues 

4 3 7 

Totals 15 14 29 

 

Firm, industry, and economic environment pressure. Advisers’ discussions on 

firm and industry pressures were eye-opening. They described pressure that is easily 

identifiable, such as sales quotas and the sales of proprietary products that were 

surprisingly nuanced and richly developed by the not-so-apparent incentives of doing 

business. Firm pressure for sales-specific products was most apparent in the insurance 

and annuity industry, where the lack of transparency was considered a potential for 

incentivizing the adviser to use a more expensive insurance or annuity product without 

implementing transparency of cost with a client. The insurance industry posed a unique 

problem to financial planners and investment advisers who used insurance and annuities 

as components of a holistic plan. This method was compared to that of insurance 

producers who exclusively sell insurance and annuities; MP5 noted, “if you only have a 
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hammer, you use a nail,” meaning insurance producers were restricted to one product 

and were not considered full-range financial planners.  

When the topic was first introduced by FP1, the initial theme was blatant pressure 

that produces revenue. Her firm pressure recollection called back her early years as an 

investment adviser with a major insurance firm, and she described the company’s 

direction to sell new insurance policies to individuals who possessed older policies. The 

intent was to replace policies with new and possibly more expensive policies with long 

surrender charges. To the client, this indicated the purchase of a more expensive policy 

(due to his or her older age) in a product that possessed additional expensive riders as 

well as a new and longer surrender charge period. This generated for the client new and 

increased policy payments for additional policy provisions that may or may not have 

been used in addition to new and longer surrender charges if the client wished to change 

or liquidate within a certain period of time. 

This was they told us [message from management]—here’s our current policy 

holders…it’s up to you to upgrade. [The agent team] were replacing all policies 

just to get a sale, and we know that shouldn’t be done. I told [the managers], you 

guys are giving me the same amount of credit for developing new business…the 

way it’s supposed to be, and giving the same credit to agents who are going out 

and screwing clients. I don’t think that’s fair (FP2). 

 Advisers identified a secondary, more subtle form of firm pressure as being the 

most prevalent in firm and industry influence. The first challenge, the encouragement to 

boost sales and “grow your business,” is on the firm side. While this message would 

presume to be a reasonable business practice, the focus was primarily placed on a firm’s 
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revenue growth. An example the advisers provided was a firm’s encouragement to use 

mutual fund companies that support firm annual conferences or special retreats. While 

the message did not blatantly recommend exclusively using those fund companies, it 

implied an adviser’s obligation to visit with or listen to a fund company’s presentations as 

well as entertain a fund company’s wholesaler calls. As explained by FP3, most of a fund 

company’s wholesaler telephone conversations would begin with “tell me more about 

your business so that I can help you grow.” Advisers noted the issue of insurance 

companies who encouraged the lack of cost transparency to clients. Scarce transparency 

of annuity costs, meaning the client was exclusively aware of the initial investment and 

not the product’s internal costs, was used to incentivize the adviser, who was focused on 

revenue to sell his or her annuity.  

 An adviser’s broker-dealer possesses a significantly vested interest in how much 

he or she generates in revenue. Advisers described three types of broker-dealer pressures 

to create revenue above a client’s consideration and care, the first of which was described 

by MP5 as special treatment for advisers who met special sales quotas: 

If your AUM (assets under management) is so much, you get special treatment, 

like president’s retreat [an offsite meeting in an attractive location], reduced 

conference fees that I could bring my wife. I get it, you earn these benefits, but it’s 

also a pretty subtle way of saying “get your revenue up if you want to enjoy the 

good life.”  

 Large firm pressure to increase sales significantly influenced one adviser who told 

of his early days in practice. Firms who underwrite specific bonds encourage their 
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advisers to sell those bonds at either the initial or secondary public issue. The following 

example to sell municipal bonds was described by MP4:  

We were told to call down the phone book on a new municipal bond offering, like 

DIA, and talk to people who didn’t even know how to balance their checkbook. It 

was scary. Cold calling isn’t—I don’t think—isn’t practiced now, but that gives 

you an idea of the mentality. 

 Less frightening although just as pervasive was broker-dealers’ practice of 

publishing firm revenues reported by advisers. The practice was not an issue with 

independent financial advisers who managed their own investment firms; however, 

several participants recalled their early beginnings with wire houses—or large investment 

companies—who held their employment on the line pending production goals. 

Independent advisers do not necessarily escape the pressure to produce, which MP5 

explained: 

I’m independent, but I still have an obligation to my broker-dealer to generate 

revenue. That’s how they make money. The front page of our personal firm [web] 

page lists last year’s revenue as compared to this year. It’s subtle, but you see it 

every day.  

 Firm and industry pressures are perceived as subtle and profit driven, and all 

advisers understood the need for revenue generation yet did not accept the sales pressure 

at the client’s expense.  

 Economic and financial market pressures. Market and economic conditions 

were considered a challenge to fee-based accounts when assets under management 

dropped in value. Advisers took solace in the fact that, when markets impacted their 
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clients’ portfolios, they too were financially impacted. As previously explained, a loss of 

market value in client portfolios equates to a loss in an adviser’s fee income. Markets are 

cyclical, and all advisers noted the impact of market fluctuations and the need to be aware 

of economic “landmines” (FP2) that arise with market cycles in order to protect their 

clients and create safety for portfolios. 

 All advisers noted the importance of their strength in guiding clients through 

troubled markets. However, the experience of the 2006–2008 recession tested several 

advisers’ ability to stay the course of financial planning and resist the temptation of 

liquidating client portfolios. Most advisers stated they took the stance that viewed the 

recession as having “a beginning and an end” (FP4). The concern brought on by market 

uncertainty was best described by one adviser: 

FP4: …day after day, the DOW [Dow Jones Industrial Average] is in the shitter. 

You wake up the next morning and wonder if this is the end. Well, it’s not, and 

there is another negative day. We were proactive and got on the phone right away 

with clients, but what do you do when you wonder if the is the end—you know, 

buddy, can you spare me a dime? We had 25% unemployment for [heaven’s] 

sake, and clients were upside-down in their mortgages.  

 Negative markets may potentially cause advisers to doubt their own ability to 

maneuver their clients through volatile times, and market pressure added to adviser 

uncertainty may potentially yield to client calls that cash out all portfolios. As history has 

taught us, from the experiences of the 2000 technology bubble to the most recent 

economic recession, liquidating at the market bottom may provide clients and advisers 
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with a temporary sense of safety but may also prove to be a disaster regarding clients’ 

financial plans.  

Table 4.4  

Firm and Industry 

Female Group 

 
Male Group 

Totals 

Pressure for Sales 

 

4 5 6 

Subtle Pressure for 

Sales  

5  4  9 

Insurance, 

Annuities and 

Mutual Fund 

Companies 

 

3 

 

2 

 

5 

 

Totals 12 8 20 

Firm, Industry, and Economic Environment Pressure Described by Male and Female Advisers 

 

Adviser Decision-Making Strengths 

 All advisers noted the fact that they relied on a combination of strengths to 

resolve challenges. Decision-making strengths are multifaceted, and the important 

research discovery was that no single source of decision making-strength occurred. All 

advisers noted moral obligation—or “doing what was right” for the client—as an inner 

strength they felt was learned from childhood. The value for ample time to review and 

consider choices was an additional strength factor identified as support for doing the right 

thing.  

 Moral obligation. All advisers noted a sense of moral obligation in their 

decision-making processes, and the sense of doing the right thing by listening to their 

consciences was unanimously considered important. All advisers noted that they 

immediately knew of an ethically correct decision although nevertheless weighed the 

pros and cons for the action they would take. The explanation of moral obligation being 
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immediately identified—although potentially modified by the act of weighing pros and 

cons—is an important future focus of study. Advisers described a sense of moral 

obligation as an important strength that improved as they aged and as their businesses 

evolved.  

 Standing by moral principles was described as the most difficult task during 

advisers’ beginning stages of practicing, at the time when establishing a client base is 

most critical. Young advisers may be pressured or convinced to make unethical decisions 

to gain or keep a client. As explained by FP1, the potential for new business may have 

acted as a significant incentive for the adviser to make unwise decisions when she was 

new to the firm and was building her book of clients. One’s ability to listen to one’s inner 

voice (e.g., one’s conscience) may be perceived as the first step in the decision-making 

process: 

I had a new client application from a couple from a nearby town and I got all the 

forms ready for a joint account [as requested] and sent them off with a return 

mailer. When [the forms] came back, I knew they had been signed by the same 

person. So, I called the clients as asked who signed. The husband told me he 

always signs for his wife because she doesn’t have a financial background. I 

explained the reasons for protection of the individual client. Long story short, he 

never opened the account. I had to protect his wife (FP1). 

 At first review, the above example appeared to be a straightforward suitability 

case; however, the adviser shared that the situation occurred at the beginning of her 

career, when building a client base was an important task. This situation was an 

opportunity to add another client that would potentially build transaction revenue. In 
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addition to her moral obligation of doing the right thing, the adviser noted that an 

additional source of decision-making strength came from compliance. The adviser noted 

the husband’s refusal to recognize his wife’s rights; as explained by the adviser, “…he 

would have been a compliance nightmare.” This statement may seem self-serving, yet it 

effectively illustrates the importance of policy and regulation in decision making.  

 Time. Time allotted for fully reviewing a problem was identified by all advisers 

as imperative for ethical decision making. Eight advisers noted the value of “stepping 

back” and taking time to make a decision. This process was described as one’s ability to 

identify all components of as well as possible responses to a dilemma. Recognizing time 

as a resource in decision making is important although difficult; advisers are often pushed 

to make decisive calls that may be for the wrong reasons, and all advisers noted the 

ability to take time out or step back as an important strength.  

 While agreement was met regarding the importance of time allotted for one’s 

decision-making process, the value regarding how such time was used differed among the 

participants. For four advisers, time is used in contemplation, or the reviewing of 

circumstances, consequences, and best options of any given situation. According to five 

advisers, time for review is one’s ability to revisit issues with a client, while according to 

two different advisers, time for review, as a consideration, was considered a method of 

client review.  

 The emerging lesson was that time for review and reflection is essential for all 

advisers’ decision-making processes. Advisers who were in positions that required 

immediate responses nevertheless identified their need to review and reflect. Adviser 
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MP1 noted that the challenges of compliance review for mutual fund share trades was a 

time-intensive process: 

I had to sign off on trades made by our brokers. Oftentimes, I would go back to 

the broker to get a little more explanation on their reasoning for C share class; it 

didn’t look most suitable on paper. What was most advantageous to the client was 

the issue…It took time, but it was important. 

Consulting with a colleague, friend, or family member. Consulting with a 

trusted colleague, friend, or family member in combination with time allotted for 

consideration was identified as a strength by all participants, while the value of others’ 

feedback was perceived as positive support for ethical decision making. This consultation 

is a very sensitive process requiring that a problem and the adviser’s role in that problem 

be described. Adviser FP4 described a dilemma when directed by her firm to sell 

annuities to bank clients:  

At the time, I really didn’t think they were appropriate, but if you have your 

company telling you to sell, you sell. I went home one night and told my husband 

“this isn’t right.” He said “honey, you’ve got to do what’s right.” From then, I 

knew I had his support and had chosen the right path.  

For the adviser who transitions from a firm with multiple advisers to an 

independent advisory practice where he or she is the sole adviser, consultation with a 

trusted colleague poses a challenge but is not limiting. The process of “talking it through” 

with a colleague was identified as support for making proper decisions, although the act 

of vocalizing an issue and talking through the available options does not require 

colleague contact. FP5 provided an example of “bouncing ideas” off her husband while 
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working through problems. The adviser was often able to simply ask her husband: “What 

do you think is right?” Not all advisers know to ask this important question. The pressure 

of one’s responsibility to the client can be significant, as was described by MP2 who 

worked at a firm that was competitive and did not support him: “When the recession 

came, I had clients in all equities and the bottom fell out. I felt guilty. I had no place to 

go. I wanted to sell it all.” When asked how he remained grounded during a tumultuous 

period and maintained control over his emotions, the adviser explained: “I called up my 

buddy in Oregon who got me started in this business. I asked him how he was doing. He 

was going through the same thing.”  

Knowing that one has a trusted friend, family member, or colleague one can turn 

to during difficult times is part of an important reflective process. The adviser must first 

recognize the problem. Second, the adviser must be willing to invest the time necessary 

to seek out a trusted conversation. Finally, the reflective process demands humility from 

the adviser as well as his or her ability to declare that he or she is facing a challenge or 

dilemma. This is not an easy process for financial planners, whose profession requires 

that they know all the answers necessary to guide their clients toward financial success.  
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Table 4.5  

Decision-Making Strengths Described by Male and Female Advisers 

Sources of Decision 
Making Strengths 

 
Female Group  

 
Male Group 

 
Total 

Conscience 4 3 7 
Duty to Others / 
Obligations 

 
3 

 
4 

 
7 

Reputation 3 3 6 
Someone to Confide 
/Discuss 

 
3 

 
4 

 
7 

Time for 
Consideration 

 
4 

 
5 

 
0 

Total 17 19 36 
 
Industry Ethics Training 

 The question remains as to whether and how industry-required ethics CE is 

effective in creating and maintaining an ethical industry; based on participant feedback, 

such education is likely not effective in doing so. The final interview questions asked that 

advisers share their experiences and views concerning ethics CE. Two advisers noted that 

the process helped maintain current on-industry regulation; unfortunately, however, 

regulation does not build ethical decision-making skills.   

 Ethics CE has failed. All advisers believed the first objective of ethics training to 

be a method that satisfies firm compliance—in other words, a firm or branch’s ability to 

produce test completion records for SEC and FINRA audits. Ethics violations are an 

industry concern, and the provision of ethics training is a response to a problem; as 

explained by MP2, justifying a firm’s requirement does little to help the individual 

adviser: 
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MP2: I will tell you right now that ethics CE does nothing in helping advisers [to 

be] ethical; they either are or they’re not. CE is really a way for the firm to fill [a 

FINRA] requirement and say we should know better, if there’s a problem.  

 An additional failure of industry-required ethics CE was adviser costs in terms of 

money and time. For the independent financial adviser, scheduling self-study training 

programs or arranging conference-reportable training hours wastes valuable resources. 

Many advisers noted their frustration with CE requirements looming at the end of the 

year, and one claimed he had signed up online to complete a two-hour ethics CE 

requirement for which he paid $25. His solution for the time crunch involved him going 

straight to the exam, taking it without reading the study material, and passing on the first 

try. Being able to pass an exam without using study materials may indicate the training 

components are too easy or that an adviser possesses prior knowledge of what is to be 

taught.  

 Improved ethics CE. It was apparent that, in the eyes of investment advisers, 

current industry ethics CE is ineffectual in building and maintaining an ethical 

profession. My final request from participants was that they provide their suggestions on 

how industry-required ethics CE might be improved, for which the consensus was “to 

eliminate” the requirement; as declared by MP4 when asked how to improve ethics CE: 

“get rid of it.” Similar expressions of frustration resounded among the other participants, 

and I needed to understand how ethical conduct and decision-making abilities may be 

taught and supported in the financial industry. While the advisers did not have an answer 

as to what form of improved ethics training they would take, they did voice important 

suggestions. 
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 All advisers agreed that the financial industry may build a more ethical industry 

through training. Adviser FP2 addressed the fact that “ethics training and ethics police 

do not understand human behavior, which is the essence of ethical conduct.” The overall 

suggestion was that ethics training should be transferred from compliance to human 

resources, which represents a powerful overarching message of this study. While other 

adviser input was diverse, the comments tied into FP2’s call that both the industry and the 

individual adviser focus on understanding human behaviors—those of their clients as 

well as their own. The following items comprise an overview of ideas regarding how 

financial services may evolve into a more ethical industry: 

 Make FINRA provide more so-called “friendly” audits that would explain the 

reasons behind policies, such as how they help (MP6); 

 Incorporate sensitivity training (FP5); 

 Raise entry standards to require at least a degree in business (MP3); 

 Provide training that is interesting and pertinent to one’s practice (FP1); 

 Make FINRA include training as part of their fees (MP4); 

 Implement training that actually builds a skillset (FP3); 

 SEC and FINRA should give advisers a reason to take pride in their industry 

(FP4); 

 Move ethics education from legal to business development / human resources 

(FP2); 

 Implement ethics training that works in partnership with rather than enforces 

complete control over the individual adviser (MP1). 
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 Primary theme: Dilemmas and solutions are multifaceted. When asked about 

their problem-solving methods, all advisers described some combination of processes. 

One ethical challenge may threaten multiple key needs of an adviser, including moral 

obligation, loss of revenue, damage to one’s reputation, and potential client disputes. 

Problem solving often requires a combination of skills that address regulation, a client’s 

best interest, time for reflection, and an adviser’s ability to remain vigilant when 

immediately addressing mistakes.  

Summary 

 This study aimed to identify and understand ethical challenges faced by 

investment advisers. Determining sources of ethical challenges advisers face through 

detailed conversations with the participating advisers raised questions that were non-

accusatory, as opposed to “What are the ethical dilemmas you have faced?” The primary 

conclusion was that sources of ethical challenges were often multifaceted when they 

encompassed client pressure, industry or firm pressure, personal needs, and economic or 

market conditions. Time allotted for review and contemplation was noted as both a 

critical challenge when advisers needed to meet deadlines as well as support when 

advisers needed to arrive at ethically correct decisions. Relative to time was an adviser’s 

ability to reach out to a mentor, colleague, friend, or family member to “talk out” 

problems. The current securities industry’s ethics CE was considered an ineffectual, 

unnecessary cost of time and financial resources as a method for firms to validate a 

training process that satisfies SEC and FINRA regulatory requirements. All advisers 

voiced their disappointment with the training process and provided suggestions regarding 

methods for improvement.   
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FIVE: CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

 The U.S. financial industry—my industry—is ethically challenged, as the 

individual adviser is the one who ultimately creates crises through unethical behavior. 

The intent of this research is to understand the decision-making processes among a 

specific group that makes up the financial industry—that is, financial advisers. If it is 

possible to understand advisers’ decision-making processes as well as how they interpret 

ethical challenges and identify the methods used to arrive at an ethical resolution to a 

problem, then current industry ethics continuing education (CE) may be improved. This 

research and recommendations reveal four important sources of ethical challenges the 

adviser faces in his/her profession: client pressure, industry and firm pressure, personal 

needs, and economic climate. How advisers arrive at an ethical resolution is explained by 

moral identity, time allotted for consideration, and one’s ability to confer with a trusted 

colleague, mentor, or family member. Focusing on sources of ethical challenges and 

strengthening advisers’ skills through an unconventional training plan constitute the heart 

of the recommendations proposed through this research.  

 Having identified sources of ethical challenges investment advisers face and the 

strengths they call upon to reach ethical resolutions, an alternative education platform is 

presented to provide industry ethics training. This platform presents challenges discussed 

by advisers, solicits new input, and generates ideas and responses for resolution. The 

training environment is a virtual group setting that presents problems, generates 

brainstorming practices for resolution, and invites candid questions and answers to 

personal experiences. The program offered on a non-biased community discussion link 
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combines situational experiences with perpetual learning, and an exploratory training 

program entitled “Problem Solved ©: Skill Building for Financial Adviser Ethical 

Decision-Making” has been designed as an effective alternative to current industry ethics 

training platforms.  

Purpose of the Study 

 The purpose of this study was to examine types of ethical dilemmas experienced 

by U.S. investment advisers with the objective of identifying the internal and external 

resources the adviser calls upon to arrive at an ethically correct decision. Understanding 

the decision-making process was perceived as critical for improving required industry 

ethics CE as well as for creating for the adviser operational resources with which he/she 

may cultivate his/her skills and successfully overcome decision-making challenges. 

Aim of the Study 

 This narrative research examined the role that internal and external controls play 

in financial advisers’ ethical decision-making processes, which were described and 

discussed by investment advisers. The study aimed to identify and understand these 

strengths in a way that may be applied to ethics training and thus may equip the adviser 

with important and ethical decision-making skills.  

Proposed Solution 

Online Community of Practice 

 The foundation of this proposal is an online forum that allows investment advisers 

to candidly, anonymously discuss problems without fear of reprisal, the objective being 

to provide sufficient time for advisers to consider their options regarding a specific issue 

through the help of colleague feedback. Sources of ethical challenges and methods 
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financial advisers have experienced and utilized to arrive at ethical decisions are 

identifiable. By presenting real-life, peer-to-peer stories of ethical challenges in a non-

threatening environment, creative dialogue will be fostered such that advisers may share 

ideas and build skills, beginning with a beta test initiative provided to members of the 

Financial Planning Association (FPA).  

 The process of transforming an entire industry’s ethical conduct from ethically 

challenged to a conduct that is identified as trustworthy by the government and public 

alike is beyond the scope of this research—and perhaps beyond the scope of any single 

controlling organization; rather, this dissertation suggests that a firm initiative be 

developed to expand and improve adviser’ ethical decision-making skills. If the pilot 

program is successfully judged by member reviews, then the intent will be to gain 

FINRA’s acceptance of the program to satisfy the current industry ethics CE 

requirements.  

Support for the Solution 

 Perhaps the most unique aspect of the proposed community participation platform 

is the emphasis on skills building rather than regulation training. It is possible to learn 

ethical decision making skills through programs that focus on the autonomous process of 

identifying challenges and making ethical decisions (Kavathatzopoulos, 1993). The 

proposed skills building program recognizes the power of self-control and the ability to 

resist external pressures through the use of reflections – to take time to understand the 

challenge and consider the correct alternative (Forte, 2005). Fair dealings require 

consideration and reflection, values based training would greatly serve regulatory reform 

(Van Hise, Koeplin, & Whitty, 2013). 
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 Learning through participation. The first lessons learned through the 

community participation platform will be the commonality of pressures experienced by 

advisers. All too often in this industry, small firms are isolated from their peers. An 

important message from this research is the value the interviewed advisers placed on their 

ability to converse with trusted colleagues, friends, and/or family members as a key 

aspect in reviewing alternatives. While interaction occurs between colleagues during firm 

and association conferences, scarce opportunity exists for sharing common questions and 

ideas concerning practice management. During the workday, firm and association 

community discussion boards allow discussion although lack the type of guided 

conversation that provides resource-rich instruction. Thus, the community participation 

platform will provide a venue for information sharing and guided skills training. 

 One of the primary decision making pressures investment advisers experienced 

was the lack of time allotted for them to reflect on proper resolutions to decision-making 

challenges. Time crunches not only impede comprehensive reflection; they also deplete 

an adviser’s resolution. Understanding the depletion of self-control and one’s role in 

decision making can be both taught and applied (Trevino et al., 2014). Finally, the ability 

to remain ethical is supported by the continual contemplation of both ethical choices and 

industry regulation (Kaptein, 2017). Ethics-related struggles involve one’s need to 

balance industry regulation and moral obligation, and one’s ability to remain ethical 

requires a balance between controlling regulation and temptation brought about by 

autonomy of practice. This balance is particularly important for the investment adviser, 

who is responsible for staff members that must follow specific regulations although must 

also be given the ability to develop their own ethical skills.  
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 Teaching the value of time and reflection. The value of time was identified by 

all advisers as an important resource for ethical decision making. Putting thought into 

how one chooses to conduct business and making decisions based on personal values take 

time. As described by Moberg (2000), time pressure robs the adviser of his/her moral 

responsibility. The pressures identified by advisers in this study—client, personal, firm 

and industry, and economic pressures—are all aggravated by the absence of sufficient 

time allotted for advisers’ full consideration. Decision-making skill building should 

include methods that train the adviser to firstly identify time issues and secondly use rules 

of reflection when pressured by time constraints. Managing both the decision-making 

environment and training reflections is important (Moberg, p. 55); advisers noted 

methods that prepare them for facing challenges—such as volatile markets that affect 

compensation—as outlets for relieving time-related pressure.  

 Support of moral obligation. The individual’s sense of moral obligation cannot 

be taught, although it surely may be supported by leadership. Swartz (2015) theorized 

that moral awareness can be taught by sensitizing the student to the “potential ethical 

implications arising from the dilemmas” (p. 770). Office conduct must mirror the conduct 

of both leadership in particular and the team in general. Model conduct will very unlikely 

be consistent 100% of the time; however, if ethical conduct is supported and increased by 

participatory training, then unethical values can be diminished by a larger number of 

congruently enacted values (Craft, 2018). The intent of this training platform is to 

diminish a firm’s negative values by enhancing advisers’ ethical awareness.  

 Moral obligation is the key component in assessing what is genuinely important. 

If the adviser is truthful in conveying why he/she has chosen this profession, and if that 
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reason is to help others, then the client’s best interest is easily and sufficiently served. 

Advisers who are motivated by personal gain may experience difficultly when deciding 

whether or not to place a client’s best interest above their personal benefit. Advisers 

identified the need to avoid embracing materialistic tendencies; while values-based 

training is not included in industry ethics training (Moore, 2005), materialism reduction 

strategies may nevertheless be taught (Kasser, 2016).  

 Training comparison: Traditional cf. participatory platform. Weighing the 

pros and cons between existing ethics CE and the proposed community participation 

platform is an essential factor in the industry’s acceptance of a new approach to ethics 

training. While both platforms are available through internet training, three 

considerations are critically important: adviser’s time commitment, program cost, and 

adviser’s perceived value.  

 FINRA requires that registered financial advisers annually complete 30 hours of 

CE, two hours of which must be dedicated to ethics education. The adviser is offered 

several options for completing this training, including online instruction, a firm 

conference program, or an association’s live training session. All training options require 

approximately two to five hours of commitment for studying and taking an exam. The 

proposed community participation platform compares a four-day time commitment (four 

single units, once weekly for four weeks) to a typical daily email review and response 

regimen (Plummer, Knight, Friedman, & Webb, 2019). 

 Three identified costs are associated with the community participation platform, 

the first being the administration of the curriculum. Faculty participation will be needed 

to coordinate the discussion and the program objectives. The second cost addresses the 
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initial provision of the beta test. One faculty member will coordinate approximately ten 

adviser participants, and the program will additionally require administrative services for 

IT support, program monitoring, and reporting. Third, the agency providing online 

services may require compensation; while this factor is currently uncertain, the 

consideration is nevertheless reasonable in the event that the program grows and is 

accepted as a viable industry ethics training option.  

 Advisers’ perceived value will be difficult to accurately measure, as the proposed 

program relies on adviser assessment. Future considerations for program success may 

include longitudinal studies concerning the reduction of ethics-caused arbitration claims. 

If this program is accepted and offered by FINRA as an alternative to current online 

ethics training, then ethically concerned advisers may exclusively choose this program. 

Considering the ease of accessing electronic continuing education programs, forgoing 

training, and completing exams with multiple attempts, a less ethical adviser may choose 

the latter.  

Figure 5.1  

Pros and Cons of Current Online Industry Ethics CE Training Compared to the 

Proposed Interactive Community Web-based Training 

 

Consideration 

Current Industry Online 

Ethics Continuing 

Education 

Proposed Interactive 

Community Web-based 

Training 

Cost: Approximately 

$1,600 (US) FPA 

Knowledge Circle internet 

Pro: Current cost of 

production is finite and 

Pro: Cost of a managed, 

interactive training program 

would necessitate platform 
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users in 2018 (FPA 2018 

Annual Report)  

minimal in comparison to 

interactive instruction; 

Con: Cost of instruction is 

charged to the adviser 

(industry associations or 

FINRA) and program 

coordinators;  

Con: Unlike web-based 

training packages, 

community web-based 

training would require site 

developers, program 

managers, and 

faculty/staff’s servicing of 

potentially 300,000 

financial advisers (FINRA 

registrants); faculty staff 

management salary is 

approximately $55 per hour 

Distance Learning Pro: Geographical 

coverage is exclusively 

limited to internet access; 

economies of scale 

Pro: Geographical coverage 

is exclusively limited to 

internet access; 

Cons: Demands on faculty 

training facilitators  

Flexible Scheduling  Pro: Adviser can access 

the training program 24/7 

Pro: Adviser may choose 

the topic of discussion; 
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recorded programs are 

available 24/7;  

Con: Live discussion would 

be limited 

Topic Relevance  Pro: Structured to 

compliance and regulatory 

requirements; 

Con: May become dated 

with changing regulations 

and issues; does not allow 

feedback that ties 

information to advisers’ 

specific needs 

Pro: Current issues and 

discussion may immediately 

address current topics of 

importance; discussion may 

tie information to advisers’ 

needs; 

Con: Need to keep 

discussion structure on topic 

Individualized Learning  Pro: Can proceed at one’s 

own pace;  

Con: Packaged ethics 

training courses address 

the general population 

Pro: Discussion allows 

questions specific to 

advisers’ experience and 

needs; discussion also 

allows colleagues’ value 

input;  

ability to present staff 

presentations by video or 

content by webcast based on 

advisers’ questions;  
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Con: The greater the 

frequency of staff/faculty 

contact, the higher the cost 

of instruction 

Assessment and 

Documentation  

Pro: Basic assessment 

methods are easily 

included and tallied; 

Con: Information from 

basic assessments is 

limited to exam 

completion; adviser 

satisfaction survey is the 

completion of a Likert-

scale measurement with 

limited comment space 

Pro: Assessment can be 

multidimensional, including 

discussion participation, 

topic contribution, and 

suggested 

resolution/satisfaction 

reports; 

Con: Difficulty determining 

adequate participation for 

CE credit; this may point to 

incorporating required 

testing.  

Socialization Pro: None; 

Con: Adviser completes 

CE units in isolation 

Pro: Allows interaction 

between advisers; 

opportunity to develop new 

ideas in ethics training; 

Con: None 
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Technology Pro: Ease of access and 

course completion; 

uniform content standards; 

Con: One-dimensional 

instruction that lacks the 

provision of robust 

learning methods 

Pro: Community discussion 

may incorporate current 

media; content can be 

dynamic; 

Con: Discussion design, 

interaction, and evaluation 

require educational 

specialists 

 

Factors and Stakeholders Related to the Solution 

 Policy considerations. FINRA regulates advisers’ securities licensing; as the 

regulatory arm of the SEC, FINRA ethics training is tied to industry regulation. Planning 

organizations such as the Certified Financial Planning (CFP) Board and the Financial 

Planning Association (FPA) develop ethics policies with a focus on adherence to industry 

regulation and the organizational code of ethics. Thus, the proposed skills-based program 

must tie skill learning to industry policies.  

 Potential barriers and obstacles to the proposed solution. The program may 

not be accepted as an ethics CE substitute, thus reducing its attractiveness regarding 

adviser participation. Firm- and industry-required ethics training is designed to provide 

measurable verification in which the adviser enrolls, completes, and successfully tests out 

of a traditional program. This program may not meet the industry requirements of 

proving that ethics CE trains advisers to follow regulation (rather than build ethical 

decision-making skills).   
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 Financial/budget issues related to the proposed solution. Volunteers will be 

responsible for the program beta test’s curriculum development and course management. 

The online platform will be part of the FPA Connect Community (or similar financial 

planning agency). If the program is proven suitable, potential funding may be provided 

by one or a combination of the following: (1) adviser FINRA licensing fees, (2) firm 

support through program training sponsorship for employees and advisers, and (3) 

individual purchase by advisers who perceive the program as valuable for building skills. 

 Legal. FINRA arbitration may look favorably upon a firm or investment adviser 

who has developed decision-makings skills that focus on ethical behavior, although 

investment advisers will nevertheless be held accountable to SEC and FINRA regulations 

as well as the standard of care expected by their planning organizations. To meet industry 

licensing requirements, submission for training must be reviewed and accepted by 

FINRA. 

 Stakeholders related to the proposed solution. Six primary stakeholders and 

their potential influence are:  

1. Consumer Federation of America: Investor Protection is an independent, non-

profit federal organization charged with investor advocacy. One of the 

federation’s primary objectives is to investigate and coordinate consumer claims 

against investment advisers. As such, the organization has a vested interest in 

adviser complaints; 

2. Certified Financial Planning (CFP) Board: the CFP Board has recently revised 

and expanded its code of ethics. The new Code and Standards document includes 

a range of important changes, including the expansion of the fiduciary standard’s 
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application that requires that CFP professionals act in the client’s best interest at 

all times when providing financial advice (CFP, 2019);  

3. Financial Planning Association (FPA): the FPA is a U.S.-based, professional 

organization formed in 2000 that helps members of the public find ethical, 

objective, and client-focused financial planners. The FPA was formed as a result 

of a partnership between the Institute of Certified Financial Planners and the 

International Association for Financial Planners (OneFPA.org). It is anticipated 

that the FPA will be an advocate of this project as well as the long-term potential 

for transforming adviser ethics training into ethical skills development; 

4. Individual firm/industry: a program that enhances advisers’ ethical decision-

making skills would benefit the individual firm and industry. The aim of this 

research is to support advisers’ ethical development in a meaningful way, and the 

firm and industry outcome may be reduced to infractions and, most importantly, a 

more ethical industry.  

5. Independent Ethics Forum. Business Ethics Alliance, Omaha, NE. 

6. Securities and Exchange Commission (SEC) and the Financial Industry 

Regulatory Authority (FINRA). Both the SEC and its regulatory arm, FINRA 

have specific training requirements that are tied to industry regulation. FINRA 

requires 28 firm element training addressing regulation. The proposed ethics 

training platform must prove the ability to build decision making skills that assist 

the adviser to make decisions that are correct according to regulation.  

 Change theory: Bottom up/firm by firm change. The financial industry is 

dynamic and requires that organization training prepare firms to adapt to new regulations, 
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market cycles, and economic crises; for these purposes, Worley and Mohrman’s (2014) 

“Engage and learn model” is often used. The authors recognize the need for education 

that is dynamic in nature and facilitates the transfer of new information and methods of 

resolution in a rapidly changing environment. This community participation platform 

places the ownership of learning into the adviser’s hands; as such, Craft (2010) notes the 

need that adult learners indicate the “acknowledgement and use of their own experiences 

and prior knowledge” (p. 605).  

Policies Influenced: Influencing the Proposed Solution 

 While the objective of this restructured ethics training program focuses on 

developing decision-making skills, SEC regulation must be incorporated into the 

program. Advisers’ responses that importantly suggested improvements to training 

included friendly audits that presented explanations of the intent behind regulation.  

 In addition to helping the adviser understand the reasoning behind industry 

regulation, following said regulation is a method that builds public trust (Colombo, 2010) 

and notes the complicated process of earning and retaining trust. Cognitive, specific trust 

that relies on one’s adherence to regulation is very different from relationships grounded 

in affective and generalized trust that can be harmed by too much regulation (Colombo, 

2009, p. 875). Participants involved in this research acknowledged their use of regulation 

training in ethical decision making as a type of roadmap; rather than becoming a type of 

dominating feature of ethics training, regulation becomes a type of resource for decision 

making.  
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Implementation of the Proposed Solution 

 Each unit will have three segments. The first segment is introduction of the topic 

with a vignette which covers an actual decision problem as experienced by volunteer 

advisers. The second segment is an open discussion board seeking adviser advice for 

potential resolutions. The third segment will be a short (3-5 minutes) featuring a guest 

speaker.  

 Four-phase implementation.  

1.  Negotiation with the FPA for a community internet site; negotiation will 

formalize the responsibilities of the beta test, assistance with monitoring 

replies, and the FPA’s role in supporting the program if successful. FPA 

support will also include online invitations sent to FPA members; 

2. Establishment of an FPA Advisory Committee: the FPA Advisory 

Committee meeting will be held in Denver, Colorado; 

3. Test: once the content is approved, a test run will be scheduled one month 

prior to the live launch. The test group will be a small firm (two to five 

volunteer advisers; volunteers from the research groups may be invited). 

During that time, the average completion time, response monitoring, and 

summary report will be completed;  

4. Going live: (syllabus attached). 

Table 5.2 

Problem Solved ©: Skill Building for Financial Adviser Ethical Decision-Making 

Unit Dates Topic/Example Questions Resolution 
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1 7/1 to 

7/5 

Client Pressure and 

Challenges 

How do you handle 

problem clients? What 

considerations must be 

made to deal with client 

issues? 

Guest speaker video  

 

2 7/8 to 

7/12 

Firm and Industry 

Pressure for Sales 

What are some examples 

of firm and industry 

pressures for revenue 

performance that compete 

with the client’s best 

interest? 

Guest speaker video 

 

3 7/15 

to 

7/19 

Pressure Caused by 

Volatile Markets and 

Economic Crises 

What ethical challenges 

are caused by volatile 

markets? How do you 

prepare for the unknown? 

Guest speaker video 

 

4 7/22 

to  

7/26 

Pressure Caused by 

Personal Crises 

and/or Needs 

Are lifestyle expectations 

a challenge? How do you 

deal with fluctuating 

compensation?  

Guest speaker video  
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 The leader’s role in implementing the proposed solution. Leadership has the 

ability to shape ethical climates, as ethical decision making can be influenced by 

management (Verbeke, Ouwerkerk, & Peelen, 1996). The authors found that 

organizational environments where managers take time to communicate with their teams, 

evaluate activities, and offer guidance have the potential to “foster a more ethical climate 

for decision making” (Verbeke et al., 1996, p. 1176). Investment advisers in independent 

firms receive significant opportunities to be proactive in changing the method of ethics 

training, whereas small firms are able to support staff training by contributing to the 

course content and resulting discussion on personal challenges.  

 Regarding larger firms, leadership’s opportunity to embrace the community 

participation ethics training platform poses important implications for building an ethical 

organization that earns a positive reputation for setting itself and its leadership apart from 

other investment firms. Companies that provide decision making skills training which 

supports ethical behavior sends a powerful message to clients and industry that firm is 

focused on high standards of service.  

 Building support for the proposed solution. Building a strong support network 

will be essential for The Problem Solved © – Community Based Ethical Skills Building 

project’s critical ability to garner consideration from industry organizations. It is 

anticipated that initial organizational support will be provided by the FPA and the 

Business Ethics Alliance in Omaha, NE. I anticipate that individual firms will need to 

understand and believe the potential of improving advisers’ decision-making skills. An 

important idea resulting from this study was the benefit of shifting the responsibility of 

administering ethics training from compliance/licensing to human resources. The success 
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of this program relies on the ability to build advisers’ ethical decision-making skills in 

such a way that will improve their conduct, earn the industry’s trust, and, most 

importantly, protect the investing public. 

Implications for Future Research 

 There currently exist a range of methods that satisfy industry ethics CE training 

requirements, including online courses that require accessing the program and completing 

the exam. These courses are generous in that they allow advisers to take multiple 

attempts on tests. Another method of completion involves attending special sessions 

offered during firms’ annual conferences, wherein advisers merely report their attendance 

of a meeting. Finally, industry organizations such as the CFP Board and FPA offer 

internet- and meetings-based ethics courses.  

 Providing investment advisers with decision-making skills training as proposed 

for improving ethical business practices as well as for completing their required ethics 

training is a complicated process. The advisers who participated in this qualitative study 

sacrificed free time and shared personal stories, some of which were difficult to discuss. I 

suspect that these advisers constitute the type who will be willing to participate in a 

skills-building course that aims to build their ethical capabilities and demands significant 

thought and discussion. It is reasonable to assume that not all advisers are motivated by 

the idea of improving their skills, and future research should certainly address the training 

methods of choice among the full spectrum of financial advisers. 

 Finally, proving the efficacy of a community participation method for building 

decision-making skills cannot be achieved by adviser assessment alone; thus, longitudinal 

studies conducted with a suitably large and diverse group of financial advisers over a 
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period of time may be necessary, wherein the method of measurement might be a firm 

audit report that indicates year-to-year, ethics-based complaints or infractions.  

Implications for Leadership Theory and Practice 

 Independent investment advisers and financial planners tend to constitute small 

firm operations. While all advisers possess their firm broker-dealers, a firm’s offices, 

staff members, and management constitute the senior adviser’s domain. This 

entrepreneurial structure has a unique place in organizational management and is 

important with respect to decision-making skills training as perceived by the CEO 

adviser. The CEO adviser who values staff development, or what Chaganti, Cook, and 

Smeltz (2002) describe as consideration-style management, may be more inclined to 

support the proposed training platform. CEO advisers who follow an initiation style of 

management may perceive greater importance in retaining a regulation-based ethics 

training platform as a means of remaining compliant.  

 As such, the proposed change in the provision of industry ethics training 

represents somewhat of a paradigm shift in organizational behavior. Ethics education will 

no longer be centered on the teaching of industry regulation; while industry regulation 

will remain an essential training component, the primary focus will be placed on adviser 

development. Adaptive leadership will be required to genuinely embrace regulation and 

advisers’ skills development. Sharing rules-based management required by industry 

regulation with the transformational nature of ethical skills development will require that 

leadership focus on principles of conduct. The adaptive leader will be required to 

demonstrate his/her ability to arrive at the correct decision using ethical reasoning—an 
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improved method of balancing risk-based and principle-based management (Arjoon, 

2006). 

Summary of the Study 

 Financial industry ethics CE addresses industry regulation instruction rather than 

the aforementioned important methods of decision-making vital to resolve ethical 

dilemmas experienced by investment advisers. In addition, industry ethics CE is regarded 

by investment advisers as costly, ineffective, and a mere method for firms to prove they 

have trained their staff to be ethical. Investment advisers do not consider industry ethics 

CE as a platform that prepares advisers to meet ethical challenges. The most effective 

sources of decision making strengths described by advisers were: serving moral 

obligation, allotting sufficient time for reflection and consideration, and facilitating one’s 

ability to visit with trusted colleagues, family members, and/or friends. Financial industry 

continuing education is not teaching advisers methods to identify and build these skills. 

 In consideration of current education theory that endorses interactive problem 

solving, this paper proposes a skills-based, electronic community participation training 

program intended to equip investment advisers with decision-making strategies that 

facilitate their recognition of potential ethical challenges and encourage ethically resolved 

responses. If successful, as indicated by the participants, the program will be presented to 

FINRA for consideration as a suitable industry ethics training requirement.  
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Appendix B 

Invitation to Participate in Qualitative Study 
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Appendix C 

Bill of Rights for Research Participants 

 

As a participant in a research study, you have the right: 

 

1. To have enough time to decide whether or not to be in the research study, 
and to make that decision without any pressure from the people who are 
conducting the research.  

2. To refuse to be in the study at all, or to stop participating at any time after 
you begin the study. 

3. To be told what the study is trying to find out, what will happen to you, and 
what you will be asked to do if you are in the study. 

4. To be told about the reasonably foreseeable risks of being in the study. 

5. To be told about the possible benefits of being in the study. 

6. To be told whether there are any costs associated with being in the study and 
whether you will be compensated for participating in the study. 

7. To be told who will have access to information collected about you and how 
your confidentiality will be protected. 

8. To be told whom to contact with questions about the research, about 
research-related injury, and about your rights as a research subject. 

9. If the study involves treatment or therapy: 

a. To be told about the other non-research treatment choices you have. 

b. To be told where treatment is available should you have a research-
related injury, and who will pay for research-related treatment.  
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Appendix D 

Financial Planning Association Community Discussion Board Example 

 

 

 

 

 

 

Hello Fellow FPA Members, 

    

I have recently completed a qualitative research study concerning decision-making 

challenges faced by advisers and planners. It turns out that one of the primary pressures 

faced by the adviser was client pressure. The five main types of client pressure identified 

were: 

    

1. Pressure to go against regulation (for example, husband signs for wife) 

2. Pressure to sabotage financial plan (for example, excessive distribution requests) 

3. Initial cognition concerns (for example, early stages of dementia prior to identification) 

4. Pressure to allocate too aggressively / actively trade / poor trade direction requests  

5. Bullying techniques that threaten adviser livelihood (threats to close accounts, promises 

to bring new accounts) 

    

I would be interested in your comments about these forms of client pressure, how you 

handle problem clients who make problem demands, and if you have experienced other 

types of client pressure. 

    

I appreciate your time and input, 

Martha Wilcoxson   

    

------------------------------ 

Martha Wilcoxson, CFP(r)  

MarthaWilcoxson@...   

------------------------------  

  

https://connect.onefpa.org/participate/postmessage?mailto=Rfwymf%5cnqht%7dxtsEHwjnlmyts3jiz
https://connect.onefpa.org/participate/postmessage?mailto=Rfwymf%5cnqht%7dxtsEHwjnlmyts3jiz
https://connect.onefpa.org/participate/postmessage?mailto=Rfwymf%5cnqht%7dxtsEHwjnlmyts3jiz
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RE: Client Pressure  

 
John , MBA, CFP® 

 Posted yesterday  

I guess I've been very fortunate in my years of practice. I've rarely faced these problems. 

Let me comment below and share some things I've most commonly seen. 

  

  

1. Pressure to go against regulation (for example, husband signs for wife). I've never 

had this happen. I simply wouldn't tolerate that and a client that wished me to go along 

would discover quickly that their business would never be important enough for me to lie. 

2. Pressure to sabotage financial plan (for example, excessive distribution requests) - 

That's a bit different. The plan is the client's' plan; not mine. I can show them how they 

may be taking out too much and would likely run out of assets and have to live on social 

security (for example) but they may choose to take that risk. So I help them as long as I 

can. But it isn't pressure; they can take their money when they wish and I will document 

that I told them not to and what the risks were. 

3. Initial cognition concerns (for example, early stages of dementia prior to 

identification) - Fortunately I haven't dealt with this. I am prepared and have a discussion 

with older clients so they know what I am going to do. 

4. Pressure to allocate too aggressively / actively trade / poor trade direction requests - 

I don't do trades, so haven't had this directly. I have had clients wish to withdraw from the 

market and have talked them down off the ledge. Most of my clients have been with me 

so long that we've endured a couple of market cycles and they have experienced how 

my advice performed for them. When I send out general information they usually come 

back with "I knew you were going to say that" or "I'm not worried; you are taking care of 

me". 

5. Bullying techniques that threaten adviser livelihood (threats to close accounts, 

promises to bring new accounts) - I've only had those threats a couple of times and most 

clients know that if I don't want to do business with them I'm happy to cut them loose. A 

threat would be meaningless. My response usually is "I'm fine with that. Where do you 

want me to send the money". Of course you'll have substantial capital gains taxes to pay. 

I hope the next advisor will do a better job for you." 

    

The biggest problem I face is clients simply not doing what I recommended and then 

complaining when they don't get the desired results. I don't say I told you so, but I do 

refer them back to the plan we had agreed on and ask them to revisit their goals. If the 

goal isn't important because they haven't taken the desired steps, can we remove from 

the plan? 

    

  

  

0   Like 

Repl y  Inline 

https://connect.onefpa.org/people/john-power
https://connect.onefpa.org/people/john-power
https://connect.onefpa.org/people/john-power
https://connect.onefpa.org/people/john-power
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------------------------------ 

John R, MBA, CFP®  

 Power Plans   

------------------------------  

    

 Original Message 

RE: Client Pressure  

 
D

Daniel , CFP® Posted 56 minutes ago 

 

My first thoughts when I read this was that the word "pressure" to some degree and 

"bullying" to a large degree seemed like really strong word choices. My quick reac on to that 

thought was that we don't have these things much as planner. When I replace "pressure" 

with "worry", I think of more things. I don't know that any of that ma ers but it was a strong 

enough feeling that I thought I'd men on it.  

Anyway, some half baked thoughts in italics. 
  
1. Pressure to go against regulation (for example, husband signs for wife) -- More 
common situation is one spouse is contemplating divorce and wants us to keep 
secrets. Another is clients wanting to be overly aggressive with tax code 
interpretations. Children trying to get info on parents money. 

2. Pressure to sabotage financial plan (for example, excessive distribution requests) 
– family or friends hitting up client for money 

3. Initial cognition concerns (for example, early stages of dementia prior to 
identification) –   worry about them getting ripped off 

4. Pressure to allocate too aggressively / actively trade / poor trade direction 
requests –   worry client will buy into some media hype about the next crisis or next 
big thing 

5. Bullying techniques that threaten adviser livelihood (threats to close accounts, 
promises to bring new accounts) –   the only "threats" I've received in 30 years 
like this have come from kids of clients that don't like me protecting their parents 
privacy or money 

  
 

Thanks, 
  
Dan 

  
  

0   Like 

https://connect.onefpa.org/directory/members/profile?UserKey=8c8cb58d-a9fd-438a-a03b-4f3decc6836d
https://connect.onefpa.org/directory/members/profile?UserKey=8c8cb58d-a9fd-438a-a03b-4f3decc6836d
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Appendix E 

Problem Solved ©: Skill Building for Financial Adviser Ethical Decision-Making 

Problem Solved – Decision Skill Building for Financial Advisers 
Course Syllabus 

 
Contact:  Martha Wilcoxson@Creighton.edu 
Phone:   719 369 7902 
Webpage:  www.ColoradoNDR.com 
 
DISCRIPTION:  This ethics training is unlike any other ethics CE online course you have 
encountered in financial industry. The four week course focuses on identifying, creating 
dialogue and solving problems faced by financial advisers through a non-biased community 
online community of practice. The course will (1) explore problems face by financial 
advisers posed by clients, firm and industry, economy and personal needs. (2 provide a 
limited forum for adviser examples, and (3) solicit peer feedback in a non-biased and non-
threatening environment. 
 
This course provides an alternative to traditional online ethics continuing education for the 
financial industry. The course should be of value to advisers who seek answers to current 
problems faced by practicing financial advisers.  
 
COURSE GOALS: 

i. Identify potential ethical dilemmas 
ii. Improve response capabilities to problem solving 
iii. Evaluate and support fellow member discussion 
iv. Provide valued suggestions for industry improvement in education and 

conduct 
 
Course Policies and Procedures:  
 
Participation: The program consists of four units conducted Monday 8:00 central to Friday 
5:00. July 1 to July 26, 2019. Participants are expected to read unit content, provide 
feedback to the problem scenario, and (optional), provide example(s) of related personal 
experiences. You will be identified only by CRD number. 
 
Grading: This course is not graded. Your completion of pre-course and post-course analysis 
is the only requirement. The course objective is to identify potential ethical problems in our 
industry and seek adviser comments on resolution. 
 
Dropped Participation: We understand time conflicts and emergencies occur. We ask that 
you notify your course administrator if you need to drop the course.  
 
Conduct Policy: This is skill building course based on collaborative support and information 
from fellow financial advisers. You will be expected to show consideration to fellow adviser 
responses, provide content that will elevate discussion and give personal examples that are 

mailto:Wilcoxson@Creighton.edu
http://www.coloradondr.com/
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discussion worthy. In the focus of true dialogue, each member will be given equal time for 
response and input.  
 
Pre-course and Post-course Assessment: You will be asked four initiating questions prior to 
beginning the course and four concluding questions at course end. . These questions are an 
important method in your evaluation of course value. Your considered responses will be 
used to improve the course offering. The ultimate goal will be to test the efficacy of this 
course as an alternative to current online ethics continuing education training programs.  
 
Course Content: The course will provide optional reading sources, including industry 
statistics, as well as video interviews and presentations.  
 
Syllabus: The following syllabus is a broad outline of the four week presentation. Content 
may be added or deleted depending upon availability, quality, or course participant 
suggestion(s). 
 

Problem Solved – Decision Skill Building for Financial Advisers 
Course Syllabus 

 
 

Unit Dates Topic / Example Questions Resolution 
1 7/1 to 

7/5 
Client Pressure and 
Challenges 

How do you handle 
problem clients? What are 
the considerations 
necessary to deal with 
client issues? 
Guest Speaker Video:  

 

2 7/8 to 
7/12 

Firm and Industry 
Pressure for Sales 

What are examples of firm 
and industry pressure for 
revenue performance that 
competes with client best 
interest? 
Guest Speaker Video: 

 

3 7/15 
to 
7/19 

Pressure Caused by 
Volatile Markets and 
Economic Crisis 

What ethical challenges are 
caused by volatile markets? 
How do you prepare for 
the unknown? 
Guest Speaker Video 

 

4 7/22 
to  
7/26 

Pressure Caused by 
Personal Crisis / 
Needs 

Are lifestyle expectations a 
challenge? How do you 
deal with fluctuating 
compensation?  
Guest Speaker Video:  

 

 
 
Important: This course has been developed in response to a qualitative study of financial 
adviser attitudes and experiences of financial advisers’ ethical challenges and their opinions 
on how ethics training might help the adviser build decision-making skills. The potential of 
this beta test course is to change the current provision of mandatory ethics continuing 
education in the financial industry.  Your participation and valued input is important to 
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understand the needs for CE improvement. Thank you for your consideration and 
participation! 




