Session No. 27

Course Title: Business and Industry Crisis Management, Disaster Recovery, and Organizational Continuity

Session 27: Crises of Deception, Crises of Management Misconduct, and Business Ethics


Time: 1 hr


Objectives:

27.1 Describe “crises of deception” and the strategies for their management. 

27.2 Describe “crises of misconduct” and the strategies for their management.

27.3 Define ethics in a general and business context.

Scope: 

This session starts with a discussion of “crises of deception” and “crises of misconduct” included in chapters 9 and 10 of Lerbinger’s text. The topical and evolving subject of the tobacco industry crisis as a “crisis of deception” is introduced for discussion. The instructor may wish to research current information on this subject to supplement the session outline material. Pages 244–255 of Lerbinger’s text, covering the cases of “crises of misconduct” are omitted from the student reading assignment because they add very little to the understanding of the subject. The instructor may wish to include these pages in the assignment or briefly summarize the content if this is deemed valuable to the presentation and discussion. The session concludes with an overview of ethics in a general and business setting. The Illinois Institute of Technology Code of Ethics Online Web site provides numerous examples of codes of ethics and three are presented/summarized for discussion. The topic of ethics will receive further coverage in the next session.

Readings:

Student Reading:

Code of Ethics [on-line]. Chicago, IL: Center for the Study of Ethics in the Professions, Illinois Institute of Technology. [Cited June 1, 1999.] Available at http://csep.iit.edu/codes/codes.html. (Review for general content.)

Lerbinger, Otto. 1997. The Crisis Manager – Facing Risk and Responsibility. Mahwah, NJ: Lawrence Erlbaum Associates. Pages 217-237, 242-243, and 255-261. 

“What is Ethics?” The Ethics Connection [on-line]. Santa Clara, CA: Markula Center for Applied Ethics, Santa Clara University. [Cited June 1, 1999.] At http://www.scu.edu/ethics/practicing/decision/whatisethics.shmtl.

Instructor Reading:

Crook, Clive. 1999. “Why Good Corporate Citizens are a Public Menace.” National Journal. Vol. 31, No. 17. Pages 1087–1088.

Code of Ethics [on-line]. Chicago, IL: Center for the Study of Ethics in the Professions, Illinois Institute of Technology. [Cited June 1, 1999.] Available at http://csep.iit.edu/codes/codes.html. (Review for general content.)

Johnson, Charles P. 1994. “A Free Market View of Business Ethics.” Supervision [on-line]. Vol. 55, No. 5. Start page 14. Burlington, VT. Electronic version 3 pages.

Lerbinger, Otto. 1997. The Crisis Manager – Facing Risk and Responsibility. Mahwah, NJ: Lawrence Erlbaum Associates. Pages 217–237, 242–261. 

Mahoney, Ann I. 1999. “Talking about Ethics – Part I.” Association Management. Vol. 51, No. 3. Pages 45–53.

Mahoney, Ann I. 1999. “Talking about Ethics – Part II.” Association Management. Vol. 51, No. 4. Pages 49–59.

Parker, Bruce, and Bahrampour, Firouzeh. 1999. “FDA’s Bid to Regulate Tobacco Products goes up in Smoke.” Defense Counsel Journal. Vol. 66, No. 1. Pages 148–151.

Sellnow, T.L., and Ulmer, R.R. 1997. “Strategic Ambiguity and the Ethic of Significant Choice in the Tobacco Industry’s Crisis Communication.” Communication Studies [on-line]. Vol. 48, No. 3. Start page 215. West Lafayette. Electronic version 17 pages. Previously listed as instructor reading for session 23.

“What is Ethics?” The Ethics Connection [on-line]. Santa Clara, CA: Markula Center for Applied Ethics, Santa Clara University. [Cited June 1, 1999.] At http://www.scu.edu/ethics/practicing/-decision/whatisethics.shmtl.

General Requirements:

Complete the modified experiential learning cycle for objectives 27.1 and 27.2 at the conclusion of objective 27.2 and for objective 27.3 at the conclusion of objective 28.2.

Objective 27.1  Describe “crises of deception” and the strategies for their management. 

Requirements:

Present the material by means of lecture and discussion as necessary.

An overhead/student handout is provided for use if desired.

The following questions are provided to stimulate discussion:

Based upon the most recent developments and litigation in the tobacco industry’s crisis, what is the tobacco industry’s current position on the hazards and addiction of tobacco products? 

Is this position socially responsible? 

If the general public is provided all the scientific information in an unbiased manner and individuals still decide to start smoking, is the tobacco industry still liable for their resulting health related problems?

Complete the modified experiential learning cycle for this objective at the conclusion of objective 27.2.

Remarks:

I. General Considerations.

A. Lerbinger’s text includes crises of deception and crises of misconduct as two additional subtypes (added to crises of skewed values) of crises primarily caused by management failure.

B. The basic and immediate causes of such internally generated crises are generally preventable through ethical management practices and the influence of organizational cultures that support ethical conduct. We will discuss ethics later in this session and the following session.

II. Crises of deception.
A. Crises of deception occur when the various stakeholders (internal and external to the organization) perceive that the organization has either withheld or misrepresented information in an attempt to purposely deceive them. The key words here are “stakeholders,” “perceive,” and “purposely deceive.”

1. Stakeholders, by definition, are affected by the decisions and actions of the organization and therefore have a vested interest in receiving complete and accurate information.

2. Perception is reality to the stakeholders. If they perceive an attempt to deceive, the deception is real to them.

3. “Purposely” means with intent or motivation. Honest mistakes, though not always forgiven, appear to be less egregious than purposeful acts.

4. Lerbinger attributes deception primarily to managers. Deception can in fact occur below the management level, as we saw in the Sears case study of the previous session. Individual automobile service personnel intentionally deceived the customers who trusted them to accomplish only the necessary repairs. Top-level management, although responsible for establishing practices that encouraged deception at the operational level, denied knowledge of and guilt for this practice. 

B. Three cases of deception are presented in chapter 9 of Lerbinger’s text: the Dow Corning, A.H. Robins/Dalkon Shield, and Manville Corporation crises.

1. The three cases are similar in that they involved product-induced health problems for large numbers of stakeholders and the public perception that the three corporations knew the potential problems and purposely withheld information and misrepresented the facts.

2. In each case, short-term profits were placed ahead of broader social goals. What differentiates these from the cases in the crises of skewed values subtype is the degree of purposeful intent to do something unethical and illegal for the financial gain of the organization.

3. In each case, products had to be withdrawn from the market, the corporations were found legally liable for damages to individuals, and corporate public image was tarnished.

C. A crisis of deception for the tobacco industry.
1. In session 23 we discussed the tobacco industry’s crisis in the context of “strategic ambiguity.” The tobacco industry’s reaction to questions of health hazards and addiction should also be considered in the context of deception and even misconduct.

2. Sellnow and Ulmer’s 1997 article “Strategic Ambiguity and the Ethic of Significant Choice in the Tobacco Industry’s Crisis Communication,” from Communication Studies, explains the concept of “significant choice” in determining if communications between an organization and its stakeholders are ethical.

a. Significant choice occurs when the public’s decision-making environment is free of coercion and the public has access to the best possible information.

b. Sellnow and Ulmer contend that “strategic ambiguity” is in fact ethical when it poses an alternative view based upon complete and unbiased data that is intended to inform.

c. Strategic ambiguity becomes unethical when it poses alternative interpretations using biased and/or incomplete information that is intended to deceive.

3. Comparing the tobacco industry’s actions to those of A.H. Robins and Dow Corning, the article concludes that each organization introduced its own versions and interpretations (biased) of “scientific evidence” to increase ambiguity as a risk communication and crisis management strategy. This ambiguity came at the expense of increased health risks to their customers.

a. Each organization thus acted in an unethical manner and was and is guilty of causing a crisis of deception. 

b. The tobacco industry crisis is still evolving, with multiple lawsuits and proposed settlements pending. 

III. Managing crises of deception.

A. Lerbinger proposes three strategies for “avoiding and solving” (managing) crises of deception: product testing and strategic risk analysis, full and timely disclosures, and improved monitoring and issues management.

1. Each strategy is intended to increase the organization’s product stewardship by maintaining responsibility for those products before and after they are placed on the market. 

2. Deception goes beyond acting on skewed values in its degree of purposefulness and organizational culpability. Lerbinger contends that the most appropriate and effective management strategy is to stop the practice before a defective or hazardous product is placed on the market or to take corrective action if experience shows the product to be unsafe.

B. Product testing and strategic risk analysis.
1. Thorough testing of products that have the potential to cause health and safety problems is socially responsible and makes business sense in a strategic view.

2. The A.H. Robins case provides an example of a corporation choosing to ignore all of the available information in reaching a decision to bring the Dalkon Shield to market as quickly as possible.

3. A.H. Robins chose short-term economic gain over strategic considerations and paid the price in litigation, criminal charges, and eventual bankruptcy.

C. Full and timely disclosure.
1. Full and timely disclosure is another way of explaining “significant choice” which occurs when the public’s decision-making environment is free of coercion and the public has access to the best possible information.

2. Earlier in the course (session 9) we discussed risk communication and the statement by Paul Slovic in the 1987 article “Public Perception of Risk,” from the Journal of Environmental Health that “Defining risk is thus an exercise in power.”

a. Risk analysis and assessment are generally subjective in nature, blending both scientific data and judgement reflecting social, cultural, and political factors.

b. The person or organization that controls how risk is analyzed and communicated ultimately controls the resulting risk based decisions.

c. In each of the cases discussed by Lerbinger and the tobacco industry case, in communicating risk to the general public, the organizations presented biased interpretations of scientific studies reflecting their own financially motivated judgements.

d. In each case the use of purposely biased and incomplete information violated the public’s trust and resulted in financial penalties and damage to the organization’s public image.

D. Improved monitoring and issues management.
1. In session 10 we discussed proactive, reactive, and interactive crisis management and the necessity for signal detection (from the internal and external environment) for crisis prevention and preparation and organizational learning. A model was presented and is introduced again (overhead 27-1).

2. In each case, the corporation failed to adequately monitor the environment to determine the full impact of its product and as a result was placed in a reactive posture and suffered strategic organizational damages. 

3. Hopefully, organizations will learn from their own and others’ mishandling of crises and assume a more socially responsible strategy that places “significant choice” above purposeful deception and too narrow a focus on short-term economic gain at the expense of larger social issues.

E. Ask the students, Based upon the most recent developments and litigation in the tobacco industry’s crisis, what is the tobacco industry’s current position on the hazards and addiction of tobacco products? Is this position socially responsible? If the general public is provided all the scientific information in an unbiased manner and individuals still decide to start smoking, is the tobacco industry still liable for resulting health related problems?

Supplemental Considerations:

Tobacco industry regulation and litigation is an evolving topic. As recently as November 1998, the U.S. Court of Appeals, fourth Circuit, reversed a North Carolina federal district court ruling and held that the U.S. Food and Drug Administration had exceeded its rule-making authority when it attempted to regulate the sale and distribution of tobacco products through a 1996 rule (Regulations Restricting the Sale and Distribution of Cigarettes and Smokeless Tobacco to Protect Children and Adolescents – 61 Fed. Reg. 44, 396 (1996)).
 As the authors conclude, this is “unlikely the final word.” Additional litigation will follow. The instructor should consider researching and presenting additional topical information concerning the tobacco industry’s crisis and the current sense of the government, general population, and the industry concerning regulation and responsibility.


Objective 27.2  Describe “crises of misconduct” and the strategies for their management.

Requirements:

Present the material by means of lecture and discussion as necessary.

Overheads/student handouts are provided for use if desired.

The following questions are provided to stimulate discussion:

If Dow Corning had established and publicly communicated the above statement of value before its crisis, would the organization have faced that crisis of deception? 

With this value ingrained in the Dow Corning culture, what would Dow Corning have done differently? 

Complete the modified experiential learning cycle for objectives 27.1 and 27.2 at the conclusion of this objective.

Remarks:

I. Crises of misconduct.
A. Although similar to crises of skewed values and crises of deception in that internal management generally causes them, motivation and purpose differentiate crises of misconduct. 

1. In a crisis of skewed values, individuals and organizations are motivated by short-term economic gain at the possible expense of longer-term social values and appropriate consideration of stakeholders other than stockholders. 

a. In the subsequent coverage of corporate ethics, corporate social responsibility and being a good corporate citizen will receive further discussion. 

b. At this point, suffice it to say that there is considerable support for the position that corporate and political (social) goals should remain separate. Concentrating on shareholder interests while ignoring other stakeholders (within legal bounds) would not be considered skewed values from this perspective.

(1) Such advocates hold the position that the business world is not an appropriate tool for accomplishing social reform and change that is properly addressed through the political process. 

(2)
Businesses are in business of making a profit and surviving and owe their primary allegiance to stockholders.

c. Lerbinger is probably at one end of the spectrum of business social responsibility while people such as Albert Dunlop (Chainsaw Al) are at the other. A balanced position somewhere between these extremes is probably the most pragmatic and widely accepted approach.

2. In crises of deception, one would be hard pressed to find defenders of the right of corporations to manipulate the content and presentation of information affecting public safety and health for purely economic purposes. 

a. Without excusing them, one can possibly understand how individuals, pressured by management, organizational culture, or a misconceived feeling of loyalty to the organization, might rationalize deception for the good of the organization.

b. Their flawed motivation, though generally less acceptable than that attributed to those characterized by skewed management values, falls short of that associated with misconduct. 

3. The cases of crises of misconduct presented by Lerbinger are marked by amoral and illegal behavior on the part of individuals who are primarily motivated by their personal benefit.

a. It is hard to imagine any example where such purposeful misconduct can be justified.
b. Added to Lerbinger’s discussion of several cases of crises of misconduct can be added our previous discussions of sexual harassment and discrimination in the workplace. Such acts constitute illegal abuses of power and are motivated by personal considerations that cannot be justified in any circumstance.

II. Managing crises of misconduct.
A. Lerbinger provides three strategies for managing crises of misconduct: reinforce organizational culture with an ethics code, engage in continuous surveillance and disclose wrongdoing, and strengthen professional standards and government supervision.

B.
Reinforce organizational culture with an ethics code.
1. We will discuss ethics in considerable detail later in this session and the next session.

2. Lerbinger equates ethics with personal and organizational moral codes that must be integrated into individual and organizational decision-making processes. 

3. We have seen this idea before in the discussion of using information management to support crisis decision making in session 19.

a. Joanne Hale’s 1997 article “A Layered Communication Architecture for the Support of Crisis Support,” in the Journal of Management Information Systems lays out a series of six layers necessary for establishing an information system that adequately supports the crisis management team (overhead 27-2).

b. Central to this discussion is the “values” layer. A clear statement of organizational values reflecting organizational morals and culture facilitates decision-making that is consistent with organizational priorities.

c. In both the Tylenol and Schwan’s Ice Cream crises, decisions reflecting the publicly stated company’s credos (values) of doing what is right for the customer contributed to sound crisis decision making and management.

d. Dow Corning obviously learned from its crisis and established core decision guiding values, as evidenced by the statement of the replacement CEO, Keith R. McKennon: “The first thing you do in this kind of controversy is learn where your fundamental responsibility lies…And our overriding responsibility is to the women using silicone mammary implants made by Dow Corning” (Lerbinger pp. 234–235).

4. Ask the students, If Dow Corning had established and publicly communicated the above statement of value before its crisis, would the organization have faced that crisis of deception? With this value ingrained in the Dow Corning culture, what would Dow Corning have done differently? 

C. Engage in continuous surveillance and disclose wrongdoings.
1. As discussed earlier in the context of proactive, reactive, and interactive crisis management, signal detection is necessary for effective crisis management (overhead 27-1). 

2. Due to the high level of media interest in corporate crises generated by management misconduct, Lerbinger recommends a strategy of public disclosure and accommodation.
3. As we have seen from the Schwan’s Ice Cream and Jack in the Box cases, accommodation need not include an absolute statement of guilt but should include statements of empathy for those affected and appropriate corrective actions.

D. Strengthen professional standards and intensify enforcement.
1. Lerbinger extends the placement of blame for crises of misconduct to outside organizations and government agencies that are negligent in accomplishing their regulatory responsibilities.

2. The Exxon Valdez disaster provides an example of inadequate government oversight. Exxon had been required to develop and submit an oil spill response plan for Prince William Sound. The plan, though inadequate and unrealistic (prepared primarily for mere compliance purposes), was approved by the State of Alaska with obviously minimal review. Additionally, the state government had approved industry-requested reduced levels of response readiness and vessel pilot coverage without proper consideration of the potential consequences.

3. The voluntary CERES Global Reporting Initiative is an attempt to establish standards for reporting environmental performance for the purpose of industry-wide comparison and benchmarking in the absence of government-mandated reporting standards in this area.

4. In the next session we will discuss the Federal Sentencing Guidelines for Organizations as a tool for establishing and enforcing ethical behavior in the private sector.

E. These strategies and the general discussion of deception and misconduct provide a segue into a more in-depth discussion of ethics. If members of an organization share core values, including honesty and respect for others, and these values are reinforced by positive leadership and organizational support and reward systems, ethical behavior, free of deception and misconduct, should follow.

Supplemental Considerations:

None.


Objective 27.3  Define ethics in a general and business context.

Requirements:

Present the material by means of lecture and discussion as necessary.

Overheads/student handouts are provided for use if desired.

The following questions/statements are provided to stimulate discussion:

What is your definition of fairness? 

What constitutes your fair treatment by the instructor and what constitutes your fair treatment of the instructor? 

What is your reaction to each reply? (with respect to what ethics are)

Compare and contrast Johnson’s and Crook’s perspectives on business ethics as they influence business decisions and actions. 

Are they really so different, or are they saying the same thing?

What is your reaction to these codes? (example codes of ethics)

Would they be useful to you in making decisions on what conduct is ethical and what is not?

Complete the modified experiential learning cycle for this objective at the conclusion of objective 28.2. 

Remarks:

I. Ethics in a general context (from Mahoney parts I and II).

A. The term “ethics” refers to general principles, or guidelines, of behavior and character development.
B. Ethics are also a reflection of values. If one behaves in a manner consistent with one’s values, she/he will believe that she/he is behaving in an ethical manner. 

C. Values and principles are held individually and are shaped at least in part by organizational affiliations.

D. There are certain universal principles of ethics that transcend cultures and individuals. They include:

1. “Every human being is intrinsically valuable and worthy of dignity and respect” (emphasis added; from Mahoney part I p. 46).

2. “A fair amount of research says certain principles apply in every culture – honesty, integrity, compassion, respect” (emphasis added; p. 46). This does not mean that there is no room for disagreement between individuals and cultures, but that disagreement should occur in a respectful manner.

3. People should be treated fairly even though the definition of fairness is subject to individual interpretation.
a. For example, an indigent mother might consider it only fair that her children receive certain levels of medical care, nourishment, and entertainment/ recreation at no or minimal cost while the hospital administrator, some tax payers, and government officials view some lower levels as adequate and fair.

b. Ask the students, What is your definition of fairness? What constitutes your fair treatment by the instructor and what constitutes your fair treatment of the instructor? 

(1) Terms such as “equitable,” “unprejudiced,” “objective,” and “just” may come up in the discussion. Each of these terms is also subject to individual interpretation.

(2) Although there is no universal agreement on what fairness is, the term “trust” can help us understand it; if you trust a person or an organization, you probably perceive that he/she/it will treat you fairly.

II. Ethics in a business context.
A. Business ethics are “an application of moral rights and wrongs in an organizational setting. It defines what we ought to be doing, but it also allows for intense disagreement, because these concepts don’t give you absolute right or wrong answers. Business ethics gives us the framework within which to talk about those differences” (Mahoney part I p. 46).

B. The above definition of business ethics is obviously nebulous and in fact contains the word “disagreement.” Defining ethics in an organizational context is somewhat like defining pornography – it’s hard to say exactly what it is, but if you see it, you know what it is.

C. Sociologist Raymond Baumhart, in an informal survey of business leaders, asked the question “What does ethics mean to you?” The range of replies is not surprising (from the What Is Ethics Web page; emphasis has been added to certain terms):

1. “Ethics has to do with what my feelings tell me is right and wrong.”

2. “Ethics has to do with my religious beliefs.”
3. “Being ethical is doing what the law requires.”
4. “Ethics consists of the standards of behavior our society accepts.”
5. “I don’t know what the word means.”

D. Ask the students, What is your reaction to each reply? Some points to consider:

1. Does one individual’s feelings about what is right or wrong constitute an entire organization’s definition of ethics?

2. Is ethics restricted to people with religious convictions? What about atheists?

3. Can you be acting within the letter of the law and still be unethical? Is the law an absolute or minimal ethical standard?
4. Can a society be unethical? For example, South Africa and apartheid or Kosovo and “ethnic cleansing”?

5. This may be the most honest response of the group. 

III. A free market view of ethics.
A. Charles P. Johnson’s 1994 article “A Free Market View of Business Ethics” in Supervision provides a slightly different perspective of “business ethics.”

B. Johnson notes that many companies are jumping on the ethics bandwagon, but that existing and new programs generally focus on the “micro” individual behavior in the form of rules, policies, and procedures rather than the more important “macro” focus on overall organizational philosophy that reflects the internal and external environment.

1. Although he points out that there is “no generally accepted and widely followed statement of fundamental business ethics…no general statement is considered definitive for all business professions” he does equate having business practices promoting customer satisfaction, trust, and loyalty with being an ethical company (emphasis added; Johnson p. 1).

2. Such ethical practices are viewed as supporting a business’s self interests of survival and profitability in the highly competitive business battlegrounds of the 21st century.

3. Johnson sees business ethical behavior breaking down when customers are viewed as transactions and employees as instruments. When that occurs, the business will cease to grow and prosper.

C. Johnson states “Today, every business person has a professional responsibility to contribute to the maintenance of a healthy, highly ethical business environment. By doing so, he or she helps assure that commerce will flourish” (p. 3). In support of this position he provides a list of direct incentives for maintaining high ethical standards identified by the Wharton School, University of Pennsylvania (overhead 27-3) (p. 3):

1. Highly ethical standards create a psychologically healthy working environment within the firm.

2. Firms with high ethical standards suffer fewer losses to employee theft, expense account padding, and employee sabotage (crisis of malevolence); and they litigate fewer cases regarding product safety, safety of the work environment, sexual harassment, and discrimination in employment.

3. Ethical firms develop trustful relationships with their clients and establish stable, profitable relationships.

4. Ethical firms minimize the catastrophic risk of scandals or disasters that destroy companies and careers.

5. Trust is fundamental to efficient business transactions, and consistently ethical behavior is necessary to maintain that trust.


IV. Why good corporate citizens are a public menace.
A. Clive Crook’s 1999 article “Why Good Corporate Citizens are a Public Menace,” in the National Journal provides a very different perspective that looks at business ethics in the context of pure capitalism and absolute responsibility to shareholders.

B. Crook is critical of current trends of what he sees as “companies guided by consultants with degrees in ethics who announce their commitment to serve all their stakeholders – shareholders, employees, suppliers, customers, people who live in the neighborhood, people everywhere, the environment, the planet, and the universe that surrounds it” (emphasis added; p. 1087). 

1. This focus, which he labels “social responsibility” and “good corporate citizenship,” when incorporated into the decisions and actions of a board of directors, is judged as harmful to capitalism and, as a matter of fact, “unethical.”

2. Crook argues that corporations are not governments and do not have a responsibility to pursue as a primary purpose the collective goals of society, which are properly addressed through the political process.

3. Corporations are not people, free to develop and pursue their self-created goals. Instead, corporation board of directors are legally bound to pursue the goals established for them by their owner (stockholders), which primarily focus on maximum return on investment. 

4. Crook certainly agrees that corporations are bound by law, and the rules of human decency.
5. He also concedes that “good corporate citizenship,” including such characteristics as quality, reliability, and good treatment of all stakeholders, generally serves shareholders’ interests.

a. These characteristics should not become ends in themselves, however.

b. They are just the means for achieving the legitimate aim of the shareholders. When they conflict with the shareholders’ goals, the board of directors has no right to pursue them.

6. Crook uses the examples of Germany and Japan to support his position.

a. German capitalism is marked with social goals explicitly included in corporate objectives by means of supervisory boards which include workers’ representatives.

b. In Japan, companies have been traditionally run by consensus – seeking bureaucrats who emphasize social goals such as maximum employment, often at the expense of providing owners a good or any return on their investments.

c. Although the Japanese methods were “once lauded as superior alternatives to the American way,” in the long run “America’s comparatively bare-knuckled variant has wiped the floor with them” (emphasis added; p. 1088). Japanese and German politicians have recognized this and are moving closer to the American approach.

7. In summary, Crook’s position is that a primary focus on long-term profits in support of shareholders’ interests is the proper focus for a capitalist based economy. 

a. “Increasing shareholder value, of all the goals that corporations might have, is the one best calculated to increase the wealth of society at large” (emphasis added; p. 1088).

b. “Using that wealth, the country can then afford to meet other goals, determined by the political process” (emphasis added; p. 1088).

C. Ask the students, Compare and contrast Johnson’s and Crook’s perspectives on business ethics as they influence business decisions and actions. Are they really so different, or are they saying the same thing?

V. Business codes of ethics.
A. Regardless of one’s beliefs concerning business social responsibility as contrasted to pure capitalism, and the consistencies and inconsistencies of the two positions, United States organizations today are paying more attention to ethics.
1. One of the reasons for this increased attention is the federal government’s enactment of the Federal Sentencing Guidelines for Organizations (FSGO) (implemented in 1991) in an attempt to institutionalize ethics as a buffer to prevent legal violations in organizations. The FSGO will be covered in the next session.

2. Today, nearly 100% of large organizations have a written code of ethics as part of an overall ethics program. Some of these codes are merely pieces of paper, issued for compliance or public relations purposes, while others are part of a comprehensive approach to establishing a corporate-wide ethics program. In order for a code of ethics to have meaning and actually have an impact on an organization, it must (Mahoney part I p. 49) (overhead 27-4):

a. Include employee input in drafting and revising it.

b. Be a living document that actually governs the way work is done.

c. Embody principles that also show up on performance appraisals and the compensation system.

d. Provide guidelines upon which people are disciplined, hired, fired, and promoted.

e. Be supported by an ethics officer or someone in the organization who has the responsibility for communicating ethical principles to employees and communicating employee concerns to management. 

B. The Illinois Institute of Technology Codes of ethics Web site at csep.iit.edu/codes/codes.html provides examples of codes of ethics by categories. They range from short statements of philosophy to very explicit rules of content. For example:

1. The Business Exchange International Code Of Ethics one-page code of ethics (overhead 27-5).

a. The code starts with the general statement that emphasizes a “belief in free enterprise,” “the right to make a profit,” and the necessity of following the “Golden Rule” in dealing with others.

b.
Specific areas of emphasis include: Unite, Expand, Enforce, Serve, Share, and Improve.
2. The International Business Machines (IBM) code of ethics is 12 pages in length and does not start with a general statement, but establishes “some broad guidelines” in the areas of public service, respect for IBM’s assets, moonlighting, political contributions and questionable payments, financial interests and insider information, tips, gifts and entertainment, accurate reporting, personal employee information, information about customers, prospects and suppliers, fair competition, “don’t boast,” unannounced products, sequential delivery, preferential treatment, selling against competitive orders, information about competitors, keeping at arm’s length from suppliers, getting the best price (but not a preferential one), reciprocity, and specific laws, acts, and decrees.

3. A final example from the Web site is the Code of Ethics for Government Service (overheads 27-6 and 7) from the House of Representatives link.

a. This code, enacted over 40 years ago, provides general philosophical guidance for government employees.

b. The final point emphasizes the special ethical responsibility of public servants: “Uphold these principles, ever conscious that public office is a public trust.” 

4. Ask the students, What is your reaction to these codes? Would they be useful to you in making decisions on what conduct is ethical and what is not?

Supplemental Considerations:

If time permits, the instructor may want to consider providing additional examples of codes of ethics from the web site for discussion. Seventeen states have their codes included on the web site along with numerous private sector companies and government agencies. Many are copyright protected, requiring the students to individually access the site on the Internet.

� Slovic, Paul. 1997. “Public Perception of Risk.” Journal of Environmental Health. May 1997. Page 23. 


� Parker, Bruce, and Bahrampour, Firouzeh. 1999. “FDA’s Bid to Regulate Tobacco Products goes up in Smoke.” Defense Counsel Journal. Vol. 66, No. 1. Pages 148–151.
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