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MALICIOUS COMPLIANCE: THE GOVERNANCE FAILURE NO ONE IS MEASURING
By Jené Palmer CA(SA) GCB.D (CGF Research Institute: Director)

In the boardroom, risk is often framed in terms of
market volatility, cyber threats, or regulatory
breaches. Yet one of the most insidious risks facing
any organisation is neither external nor immediately
visible. It is the internal erosion of agency known as
malicious compliance.

This phenomenon quietly undermines even the most
sophisticated institutions. It occurs when employees
follow instructions precisely - while knowingly
allowing poor outcomes to unfold - because the
culture has made it unsafe, futile, or unwelcome to
challenge direction. It is, in effect, an “l told you so”
executed through obedience rather than dissent.

Malicious compliance: A symptom, not a cause

Malicious compliance is often misinterpreted as disengagement or underperformance. In reality, it is neither. It is a
rational, if corrosive, response to organisational conditions.

When employees conclude that speaking up carries personal risk, or that their input will be ignored, they adjust their
behaviour accordingly. They stop exercising judgement. They stop challenging assumptions. They stop caring about
outcomes beyond their immediate accountability.

They comply - but they withdraw.

From a governance perspective, this represents a fundamental breakdown. An organisation may appear operationally
sound - tasks completed, deadlines met - while in reality it is deprived of critical thinking, early warning signals, and
discretionary effort.

The cultural debt beneath the surface

Malicious compliance is rarely spontaneous. It accumulates over time as a form of cultural debt.

When dissent is discouraged, when “truth-telling” is met with friction, or when difficult conversations are avoided,

employees learn that alignment is safer than honesty. Over time, they cease trying to protect the organisation from
poor decisions and instead focus on protecting themselves.
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Traditional governance mechanisms often fail to detect this phenomenon. Whistleblowing channels and feedback
systems are typically designed to surface misconduct or fraud - not failures of judgement, leadership inconsistency, or
strategic missteps. The result is a dangerous blind spot. Latent frustration and disengagement remain invisible, yet
they manifest in tangible ways: failed initiatives, wasted capital, declining innovation, and rising attrition. This is the
silence tax - a cost rarely measured but always paid.

The integrity gap: Where withdrawal becomes justified

While fear may trigger malicious compliance, it is sustained - and often intensified - by perceived betrayal. At the
centre of this dynamic lies the integrity gap: the distance between what an organisation says it values and what its
leadership actually does.

When this gap persists, employees begin to reinterpret the organisation’s purpose - not as a shared mission, but as a
performance. Trust erodes, and with it, the willingness to act in the organisation’s best interests.

This gap creates three reinforcing effects:

e The moral licence to withdraw: When leaders do not uphold their own stated values, employees feel
released from any implicit duty of care. If “people first” is contradicted by persistent burnout, or “transparency”
by selective disclosure, then working strictly to instruction - despite foreseeable failure - becomes
psychologically justified.

e The normalisation of hypocrisy: In environments where value-action misalignment is routine, ethical and
high-performing individuals disengage first. They recognise that constructive dissent is not valued. To remain
effective - or simply to survive - they adopt a posture of compliance, withholding insight rather than offering it.

e The betrayal loop: Each instance of inconsistency compounds the next. When leaders espouse openness
but obscure decision-making, frustration builds. Over time, this frustration finds expression in controlled,
compliant behaviour that transfers accountability back to leadership: “I will do exactly as instructed - and the
outcome will speak for itself.”

This is not overt resistance. It is disciplined withdrawal.
A governance challenge, not a compliance problem

Malicious compliance cannot be resolved through more controls, policies, or reporting mechanisms alone. Itis not a
failure of compliance - it is a failure of trust.

For boards and executives, the challenge is therefore introspective as much as operational. It requires confronting
whether the organisation’s lived experience aligns with its stated intent. Leaders must ask:

e Are we genuinely rewarding those who exercise judgement and speak candidly?
e Or are we unintentionally incentivising silent compliance?
o Do our actions consistently reinforce our stated values or quietly contradict them?
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Addressing malicious compliance requires a deliberate closing of the integrity gap. This can be enabled through a
form of “say/do” accountability where leadership decisions, behaviours, and trade-offs are transparently aligned with
declared values.

Equally important is the creation of environments where dissent is not only safe, but expected. Psychological safety
is not about comfort; it is about the confidence that challenge will be heard, considered, and respected.

Rebuilding agency
When the integrity gap is closed, something critical is restored: agency.

Employees begin to see themselves not as passive executors, but as active stewards of the organisation’s success.
They re-engage their judgement, their insight, and their willingness to act beyond instruction.

This is not merely a cultural improvement - it is a governance outcome.

The bottom line

Trust is not the absence of conflict. It is the confidence that conflict can be surfaced and resolved constructively.

A truly “safe” organisation is not one where everyone is comfortable - it is one where people are willing to be brave.
That bravery, however, cannot be delegated. It must be consistently and visibly modelled by leadership because when
compliance replaces commitment, the organisation does not fail loudly. It fails quietly - one obedient decision at a
time.
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