Session No. 22
Course Title: Business Crisis and Continuity Management

Session 22: Business Ethics
Time: 1.5 hrs


Objectives:

22.1:  Define and discuss ethics in a general and business context.

22.2:  Discuss the business ethics climate in the United States today.
22.3:  Discuss the impact of new technologies and the changing composition of the workforce on  

          business ethics.

22.4:  Discuss the key components of a comprehensive ethics program.
Scope: The session starts 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 session continues with a discussion of contemporary business ethics, the impact of new technologies and the changing composition of the workforce on  business ethics and the components of a comprehensive ethics program. The articles “Talking About Ethics” parts I and II published in Association Management, provide a pragmatic and topical view of business ethics in the United States today. 
Readings:

Student Reading:

The Illinois Institute of Technology Center for the Study of Ethics in the Professions at ITT. Codes of Ethics on Line.  Retrieved May 14, 2009 at http://ethics.iit.edu/codes/coe.html.
Instructor Reading:

Crook, Clive. 1999. Why Good Corporate Citizens are a Public Menace. National Journal. Vol. 31, No. 17. Pages 1087–1088.
Ferrell, O., Thorne LeClair, D., and Ferrell, L. 1998. The Federal Sentencing Guidelines for Organizations: A Framework for Ethical Compliance. Journal of Business Ethics [on-line]. Vol. 17, No. 4. p. 354

Hurst, Nathan. Corporate Ethics, Governance and Social Responsibility: Comparing European Business Practices to those in the United States. 2004. Retrieved April 27, 2009 at: http://www.scu.edu/ethics/publications/submitted/hurst/comparitive_study.pdf  

Johnson, Charles P. 1994. A Free Market View of Business Ethics. Supervision [on-line]. Vol. 55, No. 5. Start page 14. Burlington, VT.
Mahoney, Ann I. 1999. “Talking about Ethics – Part I.” Association Management. Vol. 51, No. 3. Pages 45–53. and 

Mahoney, Ann I. 1999. “Talking about Ethics – Part II.” Association Management. Vol. 51, No. 4. Pages 49–59.
Rexroad, W. Max, Bishop, T., Ostrosky, J., and Leinicke, L. 1999. The Federal Sentencing Guidelines for Organizations. The CPA Journal. Vol. 69, No. 2. p. 26.
The Illinois Institute of Technology Center for the Study of Ethics in the Professions at ITT: Codes Compilation. Retrieved May 14, 2009 at http://ethics.iit.edu/codes/compilation_preface.html.

The Illinois Institute of Technology Center for the Study of Ethics in the Professions at ITT. Codes of Ethics on Line.  Retrieved May 14, 2009 at http://ethics.iit.edu/codes/coe.html.
What is Ethics? The Ethics Connection [on-line]. Santa Clara, CA: Markula Center for Applied Ethics, Santa Clara University. Retrieved May 12, 2009 at: http://www.scu.edu/ethics/practicing/decision/whatisethics.html 

General Requirements:

Power Point slides are provided for the Instructor’s use if desired. 

Objective 22.1:  Define and discuss ethics in a general and business context.

Requirements:

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

Remarks:

Possible Discussion Questions:

What is your definition of ethical behavior? 

Does the definition of ethical behavior change over time?
Is ethical behavior different in different settings (e.g. business, government service, an academic setting, at home)?

Are there universally accepted principles of ethical behavior?
I. Ethics in a general context.

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.
” 
2. “A fair amount of research says certain principles apply in every culture – honesty, integrity, compassion, respect
”. 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.

Possible Discussion Question:

What is your definition of fairness?
Can you provide some examples where fairness is viewed differently by different individuals or groups?
What constitutes your fair treatment by the instructor and what constitutes your fair treatment of the instructor? 

(1) When discussing fairness terms such as “equitable,” “unprejudiced,” “objective,” and “just” often come up. 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 can be defined as “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.
”  (Power Point slide 22 – 2)
B. An alternative definition of business ethics is “A form of applied ethics.  It aims at inculcating a sense within the company’s employee population of how to conduct business responsibly.
”  Of course this definition is based on the term responsibility which also needs to be defined. (Power Point slide 22 – 2)
C. The above definitions of business ethics are obviously nebulous and the first 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.

D. 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.
:

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.”

Possible Discussion Question: 
What is your reaction to each reply?

E. 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. “I don’t know” 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.
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.
”  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.
 (Power Point slide 22 – 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. Remember Enron, Worldcom, etc. from Session 21.
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.
” 

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.
” 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.
” 

b. “Using that wealth, the country can then afford to meet other goals, determined by the political process.
” 

Possible Discussion Question:

Do you agree with Clive Crook’s position on business ethics?
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 (Power Point slide 22 - 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 (ITT) Center for the Study of Ethics in the Professions at ITT Web site at http://ethics.iit.edu/codes/coe.html
 provides examples of codes of ethics by categories. They range from short statements of philosophy to very explicit rules of content.

                  1.
The introduction to the ITT Codes of Ethics on Line Web site provides the 


following statement concerning the controversial nature of codes of ethics: 


“Codes of ethics are controversial documents. Some writers have suggested that 


codes of professional ethics are pointless and unnecessary. Many others believe 


that codes are useful and important, but disagree about why. IIT's Center for the 


Study of Ethics in the Professions is committed to the importance of codes of 


ethics, and we have undertaken the Online Ethics Codes Project in order to 


enhance access to a very wide variety of codes.
”


2.
As an example of the controversial nature the ITT provides the following position 

against codes of ethics: “John Ladd has argued that codes of ethics serve no good 

purpose whatever. Ladd argues that ethics should be open-ended and reflective, 


and that relying on a code of ethics is to confuse ethics with law. He further 


asserts that it is mistaken to assume that there is a special ethics for professionals 


which is separate from the ethics of ordinary human beings within a moral 


society. Professionals, he suggests, have no special rights or duties separate from 


their rights and duties as moral persons, and therefore codes of ethics are pointless 

and possibly pernicious.
”

3.
From a positive perspective, ITT provides the following perspective for codes of 


ethics: “Harris et al. summarize Stephen Unger's analysis of the possible functions 

of a code of ethics: First, it can serve as a collective recognition by members of a 


profession of its responsibilities. Second, it can help create an environment in 


which ethical behavior is the norm. Third, it can serve as a guide or reminder in 


specific situations…Fourth, the process of developing and modifying a code of 


ethics can be valuable for a profession. Fifth, a code can serve as an educational 


tool, providing a focal point for discussion in classes and professional meetings. 


Finally, a code can indicate to others that the profession is seriously concerned 


with responsible, professional conduct.
”

Possible Discussion Questions:

Which position on ethics do you agree with and why?

C. Some examples extracted from the Illinois Institute of Technology Center for the Study of Ethics in the Professions at ITT: Ethics Compilation site
 include:
1. The Business Exchange International Code of Ethics (undated) one-page code of ethics (Power Point slide 22 - 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 Code of Ethics from the Direct Selling Association (updated in March 2008) includes the following preamble and the below listed areas within the overall code of ethics: “Preamble - The Direct Selling Association, recognizing that companies engaged in direct selling assume certain responsibilities toward customers arising out of the personal-contact method of distribution of their products and services, hereby sets forth the basic fair and ethical principles and practices to which member companies of the association will continue to adhere in the conduct of their business.
”  The components are (Power Point slide 22 – 6):
a. Code of conduct.
b. Responsibilities and duties.



c.    Administration.



d.    Regulations for enforcement.



e.    Powers of the Administrator



f.     Restrictions.



g.    Resignation.



h.    Amendments.

3. A final example from the Web site is the Principles of Ethical Conduct for Government Officers and Employees (updated in 1990 by Executive Order 12731).
  The code (Power Point Slides 22 - 7 and 8) includes the general statement: “Principles of Ethical Conduct. To ensure that every citizen can have complete confidence in the integrity of the Federal Government, each Federal employee shall respect and adhere to the fundamental principles of ethical service as implemented in regulations promulgated under sections 201 and 301 of this order.
” The following principles are set forth:



a.    Public service is a public trust, requiring employees to place loyalty to the 


      Constitution, the laws, and ethical principles above private gain. 



b.   Employees shall not hold financial interests that conflict with the 



      conscientious performance of duty. 



c.   Employees shall not engage in financial transactions using nonpublic 



     Government information or allow the improper use of such information to 


     further any private interest. 



d.   An employee shall not, except pursuant to such reasonable exceptions as are 


      provided by regulation, solicit or accept any gift or other item of monetary 


    value from any person or entity seeking official action from, doing business 


    with, or conducting activities regulated by the employee's agency, or whose   


    interests may be substantially affected by the performance or nonperformance  


    of the employee's duties. 



e.  Employees shall put forth honest effort in the performance of their duties. 



f.   Employees shall make no unauthorized commitments or promises of any 


      kind  purporting to bind the Government. 



g.  Employees shall not use public office for private gain. 



h. Employees shall act impartially and not give preferential treatment to any 


    private organization or individual. 



i.   Employees shall protect and conserve Federal property and shall not use it 


     for other than authorized activities. 



j.  Employees shall not engage in outside employment or activities, including 


    seeking or negotiating for employment, that conflict with official Government    

    duties and responsibilities. 



k.  Employees shall disclose waste, fraud, abuse, and corruption to appropriate 


     authorities. 



l.    Employees shall satisfy in good faith their obligations as citizens, including 


      all  just financial obligations, especially those -- such as Federal, State, or 


       local taxes -- that are imposed by law. 



m.   Employees shall adhere to all laws and regulations that provide equal 


       opportunity for all Americans regardless of race, color, religion, sex, national 


       origin, age, or handicap. 



n.   Employees shall endeavor to avoid any actions creating the appearance that 

      they are violating the law or the ethical standards promulgated pursuant to this 

      order. 

      4.  The first listed principle emphasizes the special ethical responsibility of public 


servants: “Public service is a public trust.” 
Possible Discussion Questions:

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?
Is the first listed principle of Ethical Conduct for Government Officers and Employees sufficient to guide the actions of government leaders and employees?
Supplemental Considerations:

If time permits, the instructor may want to consider providing additional examples of codes of ethics from the web site for discussion. The Web site provides the Code of Ethics for several state governments and several universities/colleges.  It may be instructive for the students to access the Code of Ethics for their university from their university Web site (hopefully it is posted for all members of the university community) and to discuss the clarity and usefulness of the code any changes. 
The Syracuse University Research Ethics and Academic Integrity Web site at http://gradschpdprograms.syr.edu/resources/videos.php provides numerous resources related to ethics as applied to academic integrity including film clips covering myriad topics (Accessed May 14, 2009). The Web site Creating a Code of Ethics for Your Organization by Chris MacDonald, St. Mary’s University, Halifax, NS at http://www.ethicsweb.ca/codes/ (Accessed May 14, 2009) provides background and guidance for writing a Code of Ethics and may be of interest if the Instructor wants to expand on the coverage of Codes of Ethics. 
Objective 22.2: Discuss the business ethics climate in the United States today.
Requirements:

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

Remarks:

I.
Although dated, the following assessment of business ethics in the United States through 
the 1970s, 1980s, and 1990s remains relevant and may help to explain the state of ethics 
described in Session 21 – particularly in the context of management failures leading to 
the Sarbanes Oxley legislation.

II.
 Gauging the ethical climate – the good news.

A. Ed Petry, executive director of the Ethics Officer Association, makes the following statements concerning business ethics:

1. “In the late 1970s and 1980s, business ethics was an oxymoron, a contradiction in terms.”

2. A 1997 business survey (sent to 5,000 workers across the country, with 1,324 responses) conducted by the Association shows “a startling shift in public opinion…only 15 percent of U.S. workers surveyed believe poor ethics is an inevitable byproduct of business.”

3. “I think the public now has very low expectations of political figures and much higher expectations of their business and association leaders.
”

B. The above-mentioned survey also points out that poor communication and leadership are the major sources of pressure resulting in unethical behavior, and that correcting these deficiencies provides a solution to the problem. The general tone of the two-part article Talking about Ethics, in the March and April 1999 issues of Association Management is that organizational and personal ethics issues have management’s attention and the situation is improving.

II. The bad news.

A. Despite the optimistic shift in public opinion, the 1997 survey also indicates some alarming statistics:

1. Presented with a list of 25 specific unethical or illegal acts, 48 percent of the respondents admitted to committing at least one of the acts in the previous year.

2. The top five unethical or illegal acts admitted to were (Power point slide 22 – 9):
 
a.
Cutting corners on quality control (16%).

b.
Covering up incidents (14%).

c.
Abusing or lying about sick days (11%).

d.
Lying or deceiving customers (9%).

e.
Putting inappropriate pressure on others (7%).

3. Workers also indicate that the situation is getting worse, with 57% indicating increased pressure to act unethically over the past five years and 40% stating that it’s gotten worse over the past year (1996).

B. Even more alarming are some possible implications from what the survey did not ask.

1. The workers were asked only to list violations attributed to pressure due to such things as long hours, sales quotas, job insecurity, balancing work and family, and personal debt.

2. The survey did not ask about actions motivated by other reasons such as greed, revenge, and blind ambition.
Possible Discussion Questions:

Is it possible that the 48% figure is just the tip of the iceberg?

The survey was conducted during a period of relative economic prosperity. Would ethical violations increase during an economic slump like we are now encountering throughout the world?

Supplemental Considerations:

None.


Objective 22.3:  Discuss the impact of new technologies and the changing composition of the workforce on business ethics.

Requirements:

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

Remarks:

I. The changing composition of the workforce (Statistics extracted from Mahoney Part I).

A. In today’s generic business, roughly 25–30 percent of the total employee population is temporaries and contract employees.

B. 40–50 percent of the total employee body has less than five years of service.

C. With this high rate of turnover and lack of strong affiliation with the business, business leaders cannot just assume that the employees will eventually absorb the desired core values and culture of the organization.

1. Leaders need to be more aggressive in establishing, implementing, and maintaining an ethics program for all employees, including temporaries and contract personnel.

2. In the absence of an aggressive program, individuals will tend to act according to their own ethical codes (which may not be a bad thing for some individuals) or be influenced by cultural forces which may not be aligned with those desired by leadership.

II. New technologies.
A. In addition to the challenges posed by a relatively fluid workforce, new technologies raise ethical issues that require consideration and resolution.

B. Part II of the Mahoney’s article Talking About Ethics asks the question “In what ways is the new electronic era introducing new tests of ethical principles?
” . Areas of concern include:

1. The ethical use of electronic resources such as the Internet. 

a. When the Internet was relatively new, (early 1990s) the development of coherent policies concerning its use took up to three years.

b. In the absence of explicit policies, individuals will either look to organizational values or apply their own values to Internet use.

Possible Discussion Questions:

How can unregulated access to the Internet cause ethical problems in the workplace?
Can Internet policies be too restrictive and stifle productivity?
Can the same policies and controls as are used for telephone usage (developed and refined over a period of many years) be used as a model for Internet usage?

2. Online privacy issues.

a. An organization with a publicly accessible Web site has the ability to gather information on users. Exactly what information can be gathered and how it is used has ethical implications.

b. Internet tracking programs are available for employers to use to monitor their employees’ Internet usage by subject and time.
Possible Discussion Question:

Is this an ethical practice on the part of management?

c. E-mail can also be monitored. Clearly, the use of an organization’s e-mail to pass along certain information (sexual or racial remarks, libel, etc.) is unethical, which supports monitoring. 

d. On the other hand, does an organization have the right to monitor an employee’s private e-mail correspondence (if personal use of e-mail is permitted by policy)?
Possible Discussion Question:

Does the university and/or your employer have the right to monitor your e-mail (their system) even provided you use the e-mail system in a manner consistent with established policies?

3. The dangers of speed.
a. Technological advances manifest in wide access to e-mail, fax machines, cell phones, pagers, express mail, etc., allow for rapid exchange of information. People pass along information and want a reply almost instantly.

b. In many cases, resulting decisions and actions are clear-cut. A quick reaction poses no problem and is appropriate to the situation.

c. In situations involving ethical questions, time is required to reflect, examine alternatives, consider options, and look at potential ramifications before reaching and acting upon a decision. Decision makers may feel a sense of urgency to respond but should take the time necessary to factor in ethical considerations. 

C. A 1998 Ethics Officer Association nationwide survey explored the impact of new technologies on unethical and illegal business practices. Forty-five percent of the respondents reported that they had engaged in one or more of 12 listed types of unethical behavior during the past year (1997)
.

D. The same respondents classified the following technology-related actions as unethical (Power Point slides 22 – 10 and 11). (figures reflect percent of respondents rating action as unethical.)

a. 96% – Sabotage systems/data of current co-worker or employer.

b. 96% – Sabotage systems/data of a former employer.

c. 93% – Access private computer files without permission.

d. 92% – Listen to private cellular phone conversations.

e. 87% – Visit pornographic Web sites using office equipment.

f. 70% – Use new technologies to unnecessarily intrude on co-workers’ privacy.

g. 67% – Create a potentially dangerous situation by using new technology while driving. 

h. 66% – Use office equipment to network/search for another job.

i. 65% – Copy the company’s software for home use.

j. 61% – Wrongly blame an error on a technological glitch.

k. 59% – Make multiple copies of software for office use.

l. 54% – Use office equipment to shop on the Internet for personal reasons.

Possible Discussion Questions:

Do any of the above percentages surprise you? 
Would you expect 4% of employees to consider sabotage to be ethical? 
Would you expect almost half of all employees to consider using office equipment for personal Internet shopping ethical?

Supplemental Considerations:

None.


Objective 22.4:  Discuss the key components of a comprehensive ethics program.

Requirements:

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

Remarks:

I. General considerations.

A. Previously, we discussed codes of ethics that are a necessary component of a comprehensive ethics program.

1. Central to codes that in fact work is employee involvement in drafting and revising the code, incorporation of the code into rewards and recognition and administrative programs, and overt adherence to the code at all levels of the organization.

2. Using Mitroff and Pauchant’s “onion model” of crisis management from session 21 (Power Point slide 21 - 16) as applied to codes of ethics and ethics program, such codes and programs require more than just strategies, plans, and procedures (level 4). A supporting infrastructure (level 3) is also required, and most importantly, the corporate culture (level 2) and individuals’ values (level 1) must support an ethically oriented organizational and personal environment and culture.

B. Supporting and strengthening each level of an ethics program are two critical issues that must be considered and acted upon by leaders
:
1. First, the perception of the program by those affected by it. People must believe in the code and the program if it is to work.

2. Second, the application of the program. Business must be conducted in a manner consistent with the code and program. Selective application will destroy belief in the code and program and lead to cynicism. 

II. Key ethics program components.
A. Talking About Ethics – Part II” prescribes 12 components “necessary to develop, implement, and manage an industry wide comprehensive ethics program.
” The order of the items from Mahoney’s article has been rearranged to fit the components to the previously mentioned onion model: (Power Point slide 22 - 12)
1. Vision statement.

2. Values statement.

3. Code of ethics.
4. Designated ethics official.
5. Ethics task force or committee.

6. Ethics communication strategy.
7. Ethics help line.
8. Comprehensive system to monitor and track ethics data. 

9. Periodic evaluation of ethics efforts and data.

10. Ethics training.
11. Ethical behavior – rewards and sanctions.
12. Focus on ethical leadership.
B. The components listed above are generally arranged from the outer level of the onion model (strategies, plans, procedures) to supporting infrastructure and development and maintenance of organizational and individual values and beliefs. Some of the components cut across multiple layers.
Possible Discussion Questions:

Where do the components fit in the various levels of the onion model?
 The article lists “focus on ethical leadership” first. Is ethical leadership required in each level of the onion model?

III. Ethical decision making.
A. Supporting and resulting from a comprehensive ethics program is a framework for ethical decision making.
B. We have previously discussed decision making in several contexts: risk-based decision making; risk management decision making; crisis decision making; and the layered communication architecture (Power Point slide 18 – 6) necessary for providing the relevant and concise information required by decision makers in crisis situations.

C. Ethical considerations must be factored into the decision-making process at each layer, particularly in the values layer. As mentioned earlier, ethically focused deliberation and decision making generally requires time that may not be available in crisis situations. In such instances, decision makers are particularly reliant upon clearly stated and understood values that are a component of the overall ethics program.

D. The Santa Clara University Ethics Connection: A Framework for Thinking Ethically, Web site at http://www.scu.edu/ethics/practicing/decision/framework.html (Accessed May 14, 2009) lays out the following framework and probing questions for ethical decision making (Power Point slides 22 – 13, 14 and 15)
:
1. Recognize an ethical issue.


a.   Could this decision or situation be damaging to someone or to some group? 


      Does this decision involve a choice between a good and bad alternative, or 


      perhaps between two "goods" or between two "bads"? 



b.   Is this issue about more than what is legal or what is most efficient? If so,    

      how?
2. Get the facts.


a.    What are the relevant facts of the case? What facts are not known? Can I 


       learn more about the situation? Do I know enough to make a decision? 



b.   What individuals and groups have an important stake in the outcome? Are 


       some concerns more important? Why? 



c.    What are the options for acting? Have all the relevant persons and groups 


       been consulted? Have I identified creative options?

3. Evaluate alternative actions.



a.    Evaluate the options by asking the following questions:



        (1)    Which option will produce the most good and do the least harm? 


        (2)    Which option best respects the rights of all who have a stake? 
                          (3)    Which option treats people equally or proportionately? 
                          (4)    Which option best serves the community as a whole, not just some 



     members? 
                          (5)    Which option leads me to act as the sort of person I want to be? 

4. Make a decision and test it.


a.    Considering all these approaches, which option best addresses the 



       situation? 


b.    If I told someone I respect-or told a television audience-which option I have 


       chosen, what would they say? 
5. Act, then reflect on the outcome.



a.    How can my decision be implemented with the greatest care and attention to 

       the concerns of all stakeholders? 



b.    How did my decision turn out and what have I learned from this specific                   

       situation?

Possible Discussion Question:

Is this framework for ethical decision making practical, especially in a crisis situation when time for information gathering and deliberation is limited?
IV. Legal considerations in development of a comprehensive ethics program.

A. As mentioned earlier in the discussion of ethics, the Federal Sentencing Guidelines for Organizations (FSGO) are an important consideration in the development of a comprehensive ethics program.

1. The origins of the FSGO trace back to the establishment of the United States Sentencing Commission in 1984 and the issuance of Federal Sentencing Guidelines in 1987.

2. The FSGO were added in 1991 and apply to organizations and their liability for criminal acts of their employees and agents.

3. “In effect, FSGO greatly increased the responsibility of organizations to police themselves with regard to preventing and detecting the Federal criminal activity of their employees and agents.
”
4. “The main objectives of the FSGO are to self-monitor and police, aggressively work to deter unethical acts, and punish those organizational members or stakeholders who engage in unethical behavior.
”

5. Examples of business crimes covered by the FSGO include fraud and deceit; offering, soliciting, or receiving a bribe; price-fixing, bid-rigging; embezzlement; larceny; copyright or trademark infringement; and insider trading. “Unethical” can be added to the description of these acts as illegal.

B. The impact of an effective compliance/ethics program on FSGO penalties.

1. FSGO base penalties range from relatively nominal fines of $5,000 to fines of over $70 million. The fines are adjusted according to aggravating and mitigating factors.

2. Aggravating factors include: involvement of or awareness of high-level personnel; willful obstruction of justice; and a prior history of violations.

3. Mitigating factors include: an effective program for preventing and detecting violations; self-reporting of the offense; cooperation in the investigation; and acceptance of responsibility. All of the mitigating factors are linked to a comprehensive compliance/ethics program.

4. Obviously, it is in the best interest of a business to minimize potential fines and a comprehensive compliance/ethics program is a necessary risk management control to prevent and mitigate the impact of illegal/unethical acts.

C. FSGO guidelines for a compliance/ethics program.

1. The FSGO defines a compliance/ethics program as “a program that has been reasonably designed, implemented and enforced so that it generally will be effective in preventing and detecting criminal conduct.
” 

2. The FSGO prescribes, at a minimum, the following seven steps for an effective compliance program (Power Point slide 22 - 16)
:

a. Management oversight: A high-level person in charge and accountable for the program.

b. Corporate policies: Establish policies and procedures that can reasonably reduce the probability of criminal conduct.

c. Communication of standards and procedures: The organization’s ethics policies must be communicated to every employee and agent.

d. Compliance with standards and procedures: The program must be effectively implemented with provisions for monitoring and reporting and a system for employees and agents to report violations without fear of retribution.

e. Delegation of substantial discretionary authority: The organization must guard against delegating authority to individuals with a propensity to engage in criminal conduct.

f. Consistent discipline: A discipline program must be in place and consistently applied. 

g. Response and corrective actions: The organization must respond appropriately to suspected and actual violations, determine why the violation occurred, and institute corrective action. 

D. As mentioned above, these are only “minimum steps” for implementing a compliance/ethics program. Steps a, b, c and e lie within the outer two layers of the “onion model.” Steps d, f, and g start to address the organizational culture and individual’s values layers.

Possible Discussion Question:

Compare the FSGO steps to the “12 Components of a Comprehensive Ethics Program” (Power Point Slide 22 – 12). How are they similar and how are they different?

Supplemental Considerations:

The Santa Clara Ethics Connection Web site contains a wealth of ethics-related topics and links that may be of interest to the students and instructor. 

Additional Web sites related to ethics include:

http://www.businessethics.ca/    - [image: image1]An excellent set of links with a focus on business ethics in Canada.
http://www.darden.virginia.edu/corporate-ethics/  - The Business Roundtable Institute for Corporate Ethics brings together academics from all over the country to provide ethical training for current and future corporate leaders.

http://www.cebcglobal.org/   - The Center for Ethical Business Cultures assists leaders in creating ethical and profitable business cultures at the enterprise, community and global levels. Focusing on Ethical Leadership, Management and Culture, Work-Life and Critical Employer-Employee Relationships, and Corporate Citizenship.

http://www.ethics.org/  -  The Ethics Resource Center site offers a wealth of resources including an Ethics Toolkit, with basic information on writing a code of conduct; access to the newsletter Ethics Today, Ask and Expert, and information about the Center's programs and consulting services.

All of the above Web sites accessed May 14, 2009
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