Business Ethics

Instructor’s Edition ~

ustralias Canada* Mexico * Singapore
Spain « United Kingdom ¢ United States

NOT FOR PRINTING OR INSTRUCTIONAL USE



Business Ethics

AN
/T \\\\ \\ \\
VP and GM of Courseware: ~ Michael Springer // T2 N\
Series Product M anagers: Caryl Bahner-Guhin and Adam A. Wilcox \‘\ X \>
Developmental Editor: Adam Wilcox S\ \\\x T~
Project Editor: Catherine Albano . L ) ~ \\
Series Designer: Adam A. Wilcox // \> ™~ ) \>
H . // // ~ — //

Cover Designer: Steve Deschene // / \ ~_/

COPYRIGHT © 2003 Course Technology, a division of Thomson Learry/ng Thomson Learnl 9g |s atrademark used
herein under license.

ALL RIGHTS RESERVED. No part of thiswork may be reproduced, tranésnbed or useo“m anyfform or by any
means[] graphic, electronic, or mechanical, including photocopy;n@wecordm@iapl ng, Web dvstrlbutloh or
information storage and retrieval systems(] without the prior Wr’ tten pe?mwﬂon oT*the publlsher /

For more information contact: ) \\ \\ AN /
/ \\ \\\ \\\ . //
Course Technology / N\ N AN Y
25 Thomson Place 7 N N
Boston, MA 02210 N >
\ AN /

Or find us on the Web at: www.course.com o /
For permission to use material from this text or product, contact us by
« Web: www.thomsonrights.com ya \ )
 Phone: 1-800-730-2214 L
« Fax: 1-800-730-2215 AL T

// \\> ~— . //

/ / T~ /
Trademarks S/

Course ILT isatrademark of ffourse;l/“echnd o@x

Some of the product names and cgmpan)/ nameﬁused |rkth|s book have been used for identification purposes only and
may be trademarks or regl stered ﬁ%xjerﬁarks 0)5 their rﬁspedr\ge manufacturers and sellers.

\\ / / //
Disclaimer o/ /
Course Technol ogy reserves the right to revi isethis pubi/catl on and make changes from time to time in its content
without notice, N /
/ \\\ \\\ //
ISBN 0- 619 14820-9 \ N /
"/
Pri nted )/n the unlted States of Amerlca N/
12 &4 5 PM‘06 05 04 03 7
< / B //
\\\ (\\
- N N
e AN AN AN
// AN \\\ \:/
/ \ N /
/ - ‘ \\ //
// 7N | \\\ /
/ / ) N
// (\\ //‘ y
{ N
N <\
\\ AN
AN AN
\ \7
\\ /
\/

NOT FOR PRINTING OR INSTRUCTIONAL USE



Contents
(\ \\
\\ \\
/ . \\
. / g - \\ N
Introduction < : i
Topic A: About the Manual.............cc.reeeeereeneereeenne. DV — iv
Topic B: Setting student expectations............... §7e T S P —l
Topic C: Classroom setup/\\\\\\ ......... X
TOPIC D: SUPPOI.....ceeerrrreeeeerereieieeeieieienns G RS S Xi
Ethical decisions S
Topic A: Basics of business ethics................... /\ .............. e/ 1-2
Topic B: Making ethicdl decisionsc.........c.... Kerrrrnsflenririsyongssssnsssssssssnssses 1-10
Unit summary: Ethical decisions....... Disgplinmrnreinmmrrinssinersssssssssess 1-19
Whistle-blowing < 2-1
Topic A: Whistle-blowing crlterLa and L(E C— Lrverrsesmesssssnssssssseaseens 2-2
Topic B: Thewhistle-blowing process....... ... AT 2-4
Unit summary: Whlstie-bTowl ng ........ IS . :\.\,\..././:/. ................................... 2-10
Managerial ethlcs 3-1
Topic A: Ethical rﬁanagement..........\?::\{< ....... lrrersrenssissssss st ss s sasssans 32
Topic B: Subordinates ethiCal ISSUES......cleuuuuiuiiuieeieeie e 3-10
Unit summary Managenal ethlcs ................................................................... 3-15
Unethical’ behaV|or ) 4-1
ToprA Recognizing unethlcal beﬁa\nor ....................................................... 4-2
Topic B? Ending unethical beham OF ettt e 4-6
Unit s(;mmary UNEthical DENAVION ........c.voveeverceieeieee s 411
Organlzarlonai eth}c& 5-1
Topic A: Orgamzatlonal EthiCSDASICS ....vv e 5-2
. Topic B& EthiCal PriNCIPIES ....vvvvvvvvvvvvvvvvevsiviisinsissssisssssssssssssssssssssssssssssssssssnnes 55
~ TopicC: ‘Ethical safeguards ............................................................................ 5-10
) Ve \ prlc D: Corporate social responsibIlities.........ccooviiii 5-16
ya ‘ Unit Summary/ "Organizational @hICS............ovv.eeeveeereeeeeeeeeeeeeseeeee e 5-22
/) course: summary S-1
l N TOPIC AC COUISE SUMMAIY w....oovvveeesssssnessssneesssssssssssssneess s s S2
\\ o Topic’ B: Continued learni NG aftEr ClaSS ....cceiireiriieirie e S3
N G]\o\'?jsary G-1
SN - Index -1
/ /\ /J
p \\\\// //
. {
\\\\\ h \\\

NOT FOR PRINTING OR INSTRUCTIONAL USE



i Business Ethics

NOT FOR PRINTING OR INSTRUCTIONAL USE



Business Ethics

Introduction PN
A
// \ \\\\
After readi th| roduchen you/ will know
hovx/to
CoL{r c{ ogy}_T manualsin

Buir rerqus%et student
|pt|0n ourse objectives, and a skills

mvent to properly set students
< %pwalo ons for the course.

C Set up a classroom to teach this course.

15\Get support for setting up and teaching this

/ -\ .
ourse.
/ ~
/ ~—
/ ~—
/
/
/
/
/
/

o <

N S

// ~ \\/
{NVY
AR
Y,

NOT FOR PRINTING OR INSTRUCTIONAL USE



iv Business Ethics

Topic A:

About the manual
Course Technology ILT philosophy i \ \
Our goal at Course Technology is to make you, the instructor, as successf ul as possi ble.” \

To that end, our manuals facilitate students’ learning by providing structured =
interaction. While we provide text to help you explain difficult concepts, thehands—on
activities are the focus of our courses. Leading the students through these aCtI\(ItI es \MII
teach the skills and concepts effectively. A

~ \.
\.

We believe strongly in the instructor-led classroom. For many students having a )
thinking, feeling instructor in front of them will always be the most comfortable way to
learn. Because the students’ focus should be on you, our manUaI sare desr gned and g
written to facilitate your interaction with the students and not to caII attentron to
themselves. ¢ / .

We believe in the basic approach of setting expectatrOns then teaChr ng and provrdrng
summary and review afterwards. For this reason Iessonsbegl n with obj ectWas and end
with summaries. We also provide overall course obj ectives and acourse summary to
provide both an introduction to and cl osureon the enti recourse

Our goal isyour success. We encourage your feedback in he[prng us to continually
improve our manuals to meet your needs \ N >

Manual components

The manuals contain these maj or components
e Tableof contents
* Introducti on
 Units ) : )
. Course summary
. Gl ossary a4 )
* Index /S
Each el ement is descrl bed beI ow.

/Table of contents o
The tabI e of contents actsas a Iearnl ng roadmap for you and the students.

Introducuon

\The |ntroduct|on contains information about our training philosophy and our manual
components, features and conventions. It contains target student, prerequisite,
\Ob] ective, and setup information for the specific course. Finally, the introduction
contains support information.
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Introduction vV

Units N

/ \
Units are the largest structural component of the actual course content. A u\qit begins
with atitle page that lists objectives for each major subdivision, or toplc Wltm{'l the unit.
Within each topic, conceptual and explanatory information alternates W([h hands;on
activities. Units conclude with a summary comprising one patagraph for each topic, and
an independent practice activity that gives students an opportunlty to practlée the sk‘lLs
they’ve learned. \ AN /

The conceptual information takes the form of text paragraplls exhlblts\{lsts and tabtes
The activities are structured in two columns, one telling studentswhat todo, the other
providing explanations, descriptions, and graphlos Throughout aunit, mstﬁuctor notes
arein the left margin. / > —

Cour se summary / / \

This section provides a text summary of the eritl re course It |susefttl for providing
closure at the end of the course. The éQurse sumrﬁary a'so md cates the next coursein
this series, if thereis one, and lists additional resourcfes students m|ght find useful as
they continue to learn about the Sub}ect AN \ /

N /
™\ /

. N

/ . AN /

Glossary AN \ \\ /
The glossary provides defl nlttons for aII of the ke;( terms used in this course.

\ \ AN >

\\ \ \\\ /

I ndex \ N /
\ y /

The index enablesyou and the students to qwckty find information about a particular
topic or concept inthe course\
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Vi Business Ethics

Manual conventions

L

Instructor noteficon Convention Description \ \>
\ /
Italic text In conceptual text, indicates a new}érm or featbkre N T~ //
~ \ N\
N\
Bold text In unit summaries, indicates a/ keytemj or concept. \
\ \
/ > . Vs
Instructor notes. In the left margin, providetips, hyr{ts warni ngsfor  /
the instructor. // Y, & ~
/ Y y
& Warning icon Warnings prepare mstructofsfor poten}fal cl aséroom
g icon. management proqua a4
/ / / ’
TP
V Tip icon Tipsgive ex;fa\mf\ormatmn that the msi’ructor ;zan share
with studg*ﬁs N N /
\\ L /
@ Setup icon Setugnot&s prqwde aredli istic bus1 rksszfontext for
msj;ructors to sharanh students, or indicate additional
se‘t\up steps reqw red\‘qr the current)actlwty
\ AN
\ N /
Q Broector Projector notem ndicate that there is a PowerPoint slide
rojector icon I~ for the édj acent content
/ B - \ \
/ \ .
N B /)
/N /
N /
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/
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Introduction Vil

Activities A
/ AN

The activities are the most important parts of our manuals. They are Usual Iy\dlvrded into

two columns, with questions or concepts on the left and answers andexpl anations on

the right. To the left, instructor notes provide tips, warnings, setups mﬂotha N\

information for the instructor only. Here's a sample: -\ \
/ ~\ AN
: . . N\ N\
Do it! A-1: Steps for brainstorming \. \ )
A~ \ \ /
. ~ ~_
Exercises S /
N N

1 Sequence the steps for brainstorming.

Begin generating ideas.
Select the purpose.
Organize for the session.
Ask questions and clarify ideas.

Review therules. /

¢ N -
\ \ N S
\ \ . /

PowerPoint presehtatlons

/
Y

Each unitin thrs course has an accompanyr ng PowerPoint presentation. These slide
shows are desr gned to support your classroom instruction while providing students with
avisua chus Each one begins witha Ilst of unit objectives and ends with a unit
summary sllde We strongly recommend that you run these presentations from the
mstruf,‘tor S ,statl on as you teach this course. A copy of PowerPoint Viewer isincluded,
so |I/|s not/necess%ry to have PowerPoint installed on your computer.
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Vviii Business Ethics

Topic B: Setting student expectations

Properly setting students’ expectationsis essential to your success. This top|c WI|| hel p
you do that by providing: ~_\ AN

* A description of the target student at whom the courseisai med \ ‘ “‘\‘\
» Alist of the objectives for the course N\ N~
e A skills assessment for the course ~ \

Target student SN T~ N

Students will get the most out of this course if they are employees superwsors ~_
managers, and senior managers who want to learn how to make ethical decisions,
encourage ethical conduct, and discourage unethlcat conduct |nthe|r Qrgamzattons

Course objectives

Y ou should share these overall course obj eetlves with your students at thebegl nning of
the day. Thiswill give the students an idea of what to expect, and will atso help you
identify students who might be misplaced. Students are congi dered- mtspl aced if they
lack the prerequisite knowledge or i f they al ready know most of the subject matter to be
covered. N >

After completing this course, studentsW|II know how to

» Define business ethics; balance personal val ues and organlzatl onal ethics, and
follow a process f for maki ng good deusonswhen ethical dilemmas arise.

o ldentify cntenafor whistle blowing, the nsksassomated with it, and when and
how to blow, the Whlstle /

* ldentify the charactenstlcs of ethl cal management handle common human
resource |ssues and address ethical dilemmas raised by subordinates.

. Recognlze and prevent unethtcat behavior, conduct an intervention meeting, and
profnote ethical behavior in ‘the workpl ace.

. Ident\fy the typ%of ethtcal |ssues that arise in various functional areas, promote
_—and mai ntain ethical prl nci p}es develop a corporate code of ethics, execute an
/ mternal audit, and |dent|fy ‘and balance corporate socia responsibilities.
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Introduction iX

Skills inventory

N\

Use the following form to gauge students’ skill level as they enter the class. (Students
have copiesin the introductions of their student manuals.) For each skUI Ilsteo\ have
students rate their familiarity from 1 to 5, with 5 being the most familiar. EmphaSl ze
that thisis not atest. Rather, it isintended to provide students with an ldeaof where
they’re starting from at the beginning of class. If a student |swholly unfamiliar with aII
the skills, he or she might not be ready for the class. A studentwho seemsto understand
all of the skills, on the other hand, might need to move onto thanext ceurse in the

series. / ~U N\
. VAN < - \ Ay
Skill | 1| 2| 3| 4| 5
Defining business ethics o

Identifying the causes of ethical di I(efnmas [ nbué ness

|dentifying the categories of ethical di\l\emmas in busmeSS

Following a process for makl ng ethlcat deasons

Identifying barriers to maklng deCISIOﬂS \

Identifying criteria for\when to\pl ow the whistl e

Follow a process for bl ov()‘i‘ng the\w\hi stle

I dentifyi né characteristies of ethical management

Identlfyl ng@thlcal categones of managenal behavior

/}dentlfyl ng types of human resource issues

4 ! Addrm ng t/he eth/l/cal d|| emmas of subordinates

\\ . . \ // // . .
Identifying sources of unethical behavior

\\ \\\ . ,// . . .
/ Using anintervention meeting to end unethical behavior
/ ) | AN /

Y. Enc*dl']'r'aging;,efhi cal behavior in the workplace

, —rrrrlrdentjrfryi/né types of issuesin various functional areas

\D\evel oping a corporate code of ethics

. | Executing aninternal ethical audit

Identifying types of corporate social responsibilities

Handling conflicts that arise from responsibilities
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X Business Ethics

Topic C: Classroom setup N\
( AN
\ L

In addition to amanual, each student should be provided with a pad and pens or pend Is \\
for jotting down notes or questions. Students should have a comfortable pJéce tosit ar@l \\

ample table space to spread out their materials. / N
\ N \\

Computer requirements a s \\\ \\ ~__
If you wish to use the PowerPoint presentations, you'll need thefollowrng : \\

* A Pentium-class or better computer SN ™ \)

+ A keyboard and a mouse / // / ~__ )

» A sound card and speakers / // /\ A L

« Windows 98, NT, 2000, or XP / l/ / / \\

* A minimum of 32 MB of RAM, dependi ngon your operatmg sysfem /

« A CD-ROM drive

A Super-VGA monitor // \\ N / :

*  Anoverhead monitor projector - \\\ N \\\ //

e PowerPoint 2000 or later, or PowerPomtVlewer AN

N
{ \ .
\ \ AN /)

\ \ N /

Classroom requi rements AN
* A white board or fli p chart and markers

N\
/ : AN

Downloading the PowerPomt presentatlons
If you need to dowrﬂ oad ;he PowerPor nt preﬁentatronsfor the course, here’ swhat you
dO / / /A\

1 Connect to WWW oOurseﬂt com/| nstructor_tools.html.

2 Clrok the Irhk fﬁr Busrh%s and force Skills to display a page of course listings,
and{hen click thel mk for Bus n%s Ethics.

3 Click thelrnkfor ab\qnfoadrng the PowerPoint files, and follow the instructions

ya that anear on your screen.
/ /
/ /
/ N /
/ T~ ‘ / g
/ N /
// / ) o 7
/ [ / /
/ //
! / /
AN - //
N ~ /
<
\\\\\ \\\\
- N N
- \ \\
/ N \\ -
ya N -
/ \ AN
N
/ — N
/ RN
/ / )
/ (\\ /
~  / /
! 4 //
N <
\\\
\u ™
\\ AN
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Topic D:

Introduction Xi

Support \
Y our successis our primary concern. If you need help setti ng up this or teaching a
particular unit, topic, or activity, please don't hesitate to get in'touch with us. Pl
have the name of the course available when you call, and be'as specific as possible
about the kind of help you need. \ -
S ~_ \ \\ \\ //
Phone support N o
Y ou can cal for support 24 hours a day at (888) SOQ If you don t coﬁnect toalive
operator, you can leave a message, and we p ge o return: your caII within 24 hours
(except on Saturday and Sunday). ~ //
/ / /N
Web-based support </ \/ / / \)
The Course ILT Web site provides seve\rq instructor tool/a/for h course, including
course outlines and answers to frequently asked questions. To download these files, go
to www.courseilt.com/instructor_tools.html. AN
// \ \\ \\\ \v/
/ AN
( N\ N
\\ \ \ %
\ \ AN
\W/
. \\\ \
/ D
// \\\\ \\
N /
/ //> /
/ /AN :
/ /// / A
y ¢ /S
\\v/ / / >
/ / //
\\ &\// /
NN /
\\\ \\ //
| N
/
- Vi
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Unit 1
Ethical decisions
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1-2 Business Ethics

Topic A: Basics of business ethics

Explanation Business ethics are the principles and norms that serve as a guide for good and bad
conduct in business. Y our company might have a specific, written code of ‘conduct that
acts asthe ethical guidelines for employees.

Nevertheless, many ethical standards in business are implied, rather than het ng -
explicitly written down. Animplied ethical standard is one that has been derlved from
your own ethical standards, or those of your family, friends, co- Workers andthe soci ety
around you. Ethical standards influence your beliefs and how you make decisions.

Being ethical and being lawful are not the same. At times, ethrcat cons i derati ons can
conflict with the financial or other interests of you or your company Understandlng )
how and why such ethical dilemmas arise will help you to overcome them In order to
make good decisions, you will aso need to bal ance you personal ethles wrth those of
your organization. ¢ / / J

Differentiating law and ethlcs

Q Although many people equate obeying the Law W|th bemg eth|Cal they are not the same
thing. Situations will arisein which Iaws mi ght ) not be broken, but ethical standards will
be violated. Laws serve as aminimum requr rement for ethrcahty In other words,
obeying the law is necessary but not. SUffICI ent in behavl ng ethi cal ly in the corporate
world. \ \ .

For example, imagine you' ve been asked to serve ona pIann| ng committee. Y our
objectiveisto decide Whether to broaden the company sproduct lineto include
accessories for mobile phones. Y ou currently.own stock in a company that makes such
accessories. Because competition from your own company might hurt the value of your
stock, you might betempted to influence the commlttee to decide not to go in that
direction. / JSA

Thistype of ethrcal dllemmarscalled aconflict of interest. Itisnotillega to actina
situation |nwh|ch you havea conflrct of interest, but it might well be unethical. In this
case, you could avoid the eth|cal dllemma by explaining your situation and then
|mmed|ately resi gnr ng from the commrttee

NOT FOR PRINTING OR INSTRUCTIONAL USE



Ethical decisions 1-3

Ethics in business AN
Q Ethical dilemmas arise for avariety of reasonsin this business world Four o( the most
common reasons are as follows: . N\
» Selfishness and personal gain T \\ \
» Profit pressures ™ \
\
» Business standards conflicting with personal vaI ues \ NS

e Cultural differencesin global settings VAN \

Selfishness and personal gain N

People who put their own interests above those of the busr ness for which they work can
become ethical egotists. Such people find the con;:ept of business ethics worthless and
often ignore the ethical standards of their company and socrety In general an ethical
egotist will make decisions based on the punrshment or rewardthey received for
previous decisions. They often believe that such beha\/ror WHI garner recognition by
superiors, advancement, and the acceptanc;e of their peers, :

Profit pressures

Peopl e often act unethical Iy due to the constant pressure to increase profits and beat
competitors. Some businésses. havebeen known to pressure suppliers to lower prices
below market value. Companles also sometr mes engage in price fixing, in which they
collude with competitors: to set hlgh prrcesfor al products Both of these practices can
result in higher prof|ts but both are uneth| cal (and in some casesillegal).

Business standards conflrctr ng Wlth per sonal values

All people have their own sets of personal values that come from society, families,
religi ons and -experiences. Ethical dllemmas can arise when those personal values
confl ict di rectly Wlth the company’s practices.

Cultural dlfferencesm globa] settings

Ethl cal drlemmas aso arlse m international businesses. Many companies have their

\headquarters in the Unlted States, but manufacturi ng facilitiesin other countries. Ethical
- dilemmas mrght arise if, for example, job conditions that are considered normal in the
e *menufaeturr ng country’ ‘conflict with labor standardsin the United States.
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1-4 Business Ethics

Do it! A-1: Discussing business ethics AN
Exercises \
1 What are business ethics? ‘ \
Business ethics are a set of principles and norms that serve as a guide for @ andbad .
conduct in business. \ S~
< N N\
The other two answers 2 Why do employees sometimes base their decisions on puni %nmts\m(%ewards’?
are reasonable as well. \
You might use this as a A Profit pressures 2N \
basis for discussion. . . // \ ™~ N
B Selfishness and personal gain Vs S~ //
C Cultural differences // / @ ~
/ /

AN
3 People who put their own interests above those of the bus nesg/{)r which thﬁy
work are known as . @ /

: : AN
ethical egotists N
\ “
4 Define price fixing. A \ \/
AN

Price fixing occurs when a company collaborates with its competncgs to set an artificially

high price for products. \ \
\ \ /
5 List some of the reasons for the existence of ethical dilemmasin business.
\ \
e Selfishness and personal gain \

—_\ \
~\ \

e Profit pressures. >
» Business st@confhctmg with personal yi@s
. Culturayil/ﬁerenﬂes m/ghbgl settings

Divide the class into two 6 Your Tstructon vyﬂ | d% try cl %%I nto two groups to debate the following

groups to conduct the stat t:

debate.
Encourage students to “lmhe corp ate world obey| g laws is necessary but not sufficient to ensure

share some examples. / ethical b awo \
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Ethical decisions 1-5

Personal and organizational ethics /\

N\

Explanation Balancing your personal ethics with that of your organization can bé dIffICUN\
Nevertheless, you will need to do so in order to feel comfortablewnh\t\he deci Skons you
make at work. Here is a process you can follow to accompl |sh this bal ange N\

Q 1 Takeinventory of your personal ethics. / X s\ \\
2 Observe the organization’s code of ethics and impl |éd ethl cal. standards \\/

\

3 Compare personal and organizational ethlcs SN \

A\
Taking inventory A - \

Take an inventory of your personal ethics. Askyours;elf quesuonsthe foIIowMg
questions, among others: / VRN ~

- What valuesdo | hold? S S S \
. Whatbeliefsdol have? <
* How do these values and beI [ eTs\appIy to the bUSl ness World'?

a4

Observing or ganizational eth)cs \

Y ou should obtain a copy of yoqr organi zaﬂon S code of ethlcs This document will
provide an insight into the’ company svalues. It is also important to make careful
observation of the impl }ed ethrcal standards at play W|th|n the organization.

Comparing personal and orgamzatlonal ethlcs

Think of some specific Ways [n whi ch your va u& can contribute to the business. For
example, suppose your-organi zatl on dQes not limit the number of sick days you may
take per year. Although you've been glven the freedom to call in sick as much as you
want, you’rpersonal values probably tell youto call in sick only when necessary. In this
case, you ber)eflt your organizati on by merging your personal ethics with those of the
company YAWAN
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1-6

Do it!

Answers might vary.
Encourage a discussion
around this question.

Ask two or three students
to share their experiences.

Business Ethics

A-2: Balancing personal and organizational ethics

Exercises

1 Listthe stepsinvolved in balancing personal ethics with your organization's

ethics.

1 Take inventory.

2 Observe your organization’s code of ethics and implied ethical standards.
.

3 Compare your personal and organizational ethics.

~
~

Which of the following questions will you ask yourself
of personal ethics?

A What valuesdo | hold?

B Whatismy skill set?

C What beliefsdo | have?

D How efficient am | in making de
E How do my values and belief

4 From your work experience, identify.a situation in which there was a clash

between your personal and orgéhizatL al eth\rc\s How did you manage the

N /
/ > /
/ / /
/ /
/ /
/ / VAN
/ / /N
/ / / AN
/ / / )V
/ Y, / /
/ / / / ~
/ / / / N
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Ethical decisions 1-7

Common ethical dilemmas

Explanation Here are five categories of common ethical dilemmas in business: \ L
* Human resource issues RN

Q « Employee safety issues T~ N\ \
+ Conflicts of interest N N\
« Customer confidence \ N
» Useof corporate resources .

Human resour ce issues N

I ssues associated with human resources occur asa result of employe% workr ng
together. These issues are by far the Iargest category of ethrcal dilemmas in business.
The three main types of human resourcer Ssues: are as fol Iows

Point out that e Discrimination isthe unfair or’ preferentTal treatment Qf a person on the basis of
discrimination and one or more uncontrollable characteristics, |ncf uding race, gender, age, color,
sexual harassment religion, or national origin, aswell as handlcapped or pregnancy status.

laws and definitions

vary. Discrimination against othersin the workpl ace can |mpa|r your ability to

perform your job accdrdl ngto cornpany expectatlons

» Performance appral sstls areconducted toevd uaté an employee's performance
over aset period of time. For empl oyees berng evaluated, honesty and
acceptance of respons blilty for performance problems are important ethical
considerations. For. empl oye& conducti ngappra sals, consistency and
objectivity are key factors

»  Sexual harassment | is any unwanted sexual behavior that creates an intimidating
or hostile work environment. Thrs includes unwel come sexual advances,
requests for-sexual favors, and other verbal or physical conduct of a sexual

/nature This conduct is not onIy unethical, but illegal as well.

Employee safety |ssues

/Every employee is entltl edto a safe and healthy work environment. The Occupational
- Safety and Health Admi nrstratl on (OSHA) was created to ensure safety in the
Workpl ace. Itis unethlcal and illegal to force an employee to perform an unsafe task.

e ‘\Confllctsof mterest

- Confllcts of mterest arrsewhen an employee’s judgment is compromised due to external
| influences: These situations present a particular ethical dilemma when the best interest
of the ernployee and the best interest of the company are at odds.
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Customer confidence

It isthe ethical responsibility of every employee to ensure that customers are treated
fairly and that no harm comes to customers as aresult of using the company’s products
or services. There are three types of issues associated with customer confidence:

» Confidentiality has many aspects. It includes not divulging mformatl on about the
particular products or services that a particular customer purchases ltcanalso
include protecting information on mergers or downsizing pI ans, or\even thefact
that an organization or individual is a customer. RN \

~

+ Product safety means ensuring that the products entering the market are not
harmful, and is the ethical responsibility of every empl; oyee No product is
completely safe, but it isthe organization's responstbl li |ty 1o d| scfose aII known
effects of the product. - /

« Truthful advertising encompasses two primary’ typ% of ethlcal rssues
exaggerating product features and falsifying’ product mtormatron Deceptlve
advertising is unethical and it is the responsibility of the empl oyee as weH asthe
organization to see that false advertlsmg doesnot occur. ./ /

Use of corporate resour ces

Ethical use of corporate resources requn'es that empl oyees be fal r and honest to their
employers. Here are three consi derattons that fall under this category

» Using company letter head. Empl oyees should not use company letterhead for
personal reasons because such: \use canimply that- the information contained in
the personal document is supported by the organization. Examplesinclude a
letter of recommendatlon for aformer employee written by an unauthorized
employee, aswell’ as personal mes&ages that. reflect the opinion of the employee
and not the company \

* Using suppues Unauthorlzed use of suppl 1es is unethical becauseit costs your
organi zatlon money regardless of the quantity of supplies used. Although taking
abox of pens| homefrom the office might not appear to be an ethical issue, it is.
Suppose that the box of pens costs the company five dollars. Now consider, that
instead of taklng the box of/ pens, ‘you took five dollars out of the petty cash box.
Ethtcal ly, the two aCtlons are the same.

. _Skewed financial data. Sometlmes an employee’s compensation is linked to
_~ the company sfinancial performance One major problem with this approach is
the temptation of such employe% to skew financial data. It is sometimes
_poss ble for an emptoyee to accomplish thisin away that is unethical, although
" notillegal. Besrdes/bet ng unethical, such behavior can lead to serious
. consequences when future decisions are made based on the skewed data
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Do it! A-3: ldentifying common ethical dilemmas

\\
N\

Exercises { N\

1 Inthefollowing scenario, Benjamin, a human resource manager, and Kate AN
another manager, are reviewing resumes to decide whom tohire. \

AN

AN
Kate: Did you get a chance to look over Melissa Smrt\h’ S resume7 She seems >
ideal for this position. AR - \ \\ /

Benjamin: No, I'm the one who mterwewed her. She's prégnant right now and
| don’t want to hire someone who erI go on maternrty leave right ter she's
hired. ~ /

Kate: Isn't that unfair? /

What type of ethical dllemmarnportrayed in thlsscenarlo’) /

\\/

A human resource issue deallnrj Wrth dlscrlmmatlon -~

Answers might vary. Wheat is the right thi ng to do in thls srtuatl on’)Bl scuss
Itis illegal and unethrcal not to hrre someone jUSt because she is pregnant. Kate is right to
point this out to Benjamrn If Melrssa Smrth is the most qualified candidate, she should get
the job. .

\
\

\ \ N

\\ V4

2 Which of thefoll 0WI ng ts an |mportant component of truthful advertising?
A Drscl osing product objectrvee
B Drscl oS ng product upgrades
Ef Drscl osr ng product faults
/// /Dr scf os ng product prices

</ /

Point out that Deborah /3 Deborah has recéntly b)een hired as an administrative assistant in Icon

?C'fl’gmf fegeaag Ian' gt?]fer ) Internatronal s/consumer products division. She notices that some of her co-
she speaks Ou% about the— Workers are taki ngbfflce supplies home. She realizes that theft iswrong and is
theft. N tempted to report the theft. But, she doesn’t want to overstep her bounds or anger
‘ her new co-workers
7 Which category of ethical dilemmais Deborah facing?
rr—wUs,e,gf/corporate resources.
e N \\\Discuss how Deborah might resolve her dilemma

. 4 Which of the following issues is not associated with customer confidence?
) ) A Confidentiality

B  Skewed financial data

C Product safety

D Truthful advertising
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Topic B: Making ethical decisions

Explanation Ethical decision-making is acomplex process asit is affected by a number of factOrs
Nevertheless, there are specific guidelines you can follow to help you arrlve at sol utrons )
for these dilemmas. Y ou also need to understand the barriers to decrsorr—makr ng that

you will run up against. \ N
Factors affecting ethical decision-making | ™ i\
Q Ethical decisions are difficult for many reasons. First, peopleare not always Obj ectrve

and rational during the decision-making process. Facts are overlooked and- Y,
conseguences might not be considered. Also, thereis great uncertar nty that existsin the
business world. Although companies might go through raprd changes |n organrzatlonal
structure, it is often difficult to predict the outcome/ g N

Religious beliefs and morals also have a strong effect on the proceSs Peeple WV[h a
religious background use their beliefs as the fQundatron for their declsrons In addition,
some people have strongly held, secular morals ‘which are beliefs about What isright
and wrong. People aren't likely to take actl ons that go agal nst thetr beli efs or morals.

People are also continually under the mfluence of external forces When making
decisions. Some such influences aredr rect whr Ieothers arei ndr rect

Direct external influences

Direct external influences encompass OLIr famrly, friends, and co-workers, aswell as
laws and regulations. Because wetrust and respect our family and friends, we consider
them to be a good source of advice. Co-workers also play an influential role because no
one will understand astuatron and its background better

Of course, laws and regulatrons areadirect exterrial influence, and must serve asthe
minimum requir rfémentsfor al ethrcal people. If a course of action means breaking a
law, itis mosthkely not ethrcal

Indirect external mﬂuences

Indirect external infl uencesmclude those that result from the prevailing beliefs of a
region or soci ety a large. There are diverse cultures both internationally and within
each country. For example the urban residents of the East and West coasts of the
/,U nited States mi ght be consi deted more liberal in their beliefs than the residents of the
Mldwest )

Medra, such as newspapers radio, and television, can also have a major impact on our
bellefs —
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The DECISIONS process for making ethical deCISlons

Ethical dilemmas are not simple matters, and it makes sense to keep': awrltten record of
how you arrive at your solutions. One process for making ethi caI demsons is
represented by the DECISIONS acronym: s \

Discover facts T~ j}\
Examine issues N\ N
Consider affected parties o~ \ > g
| dentify solutions N

Search for consequences AN
| nspect obligations :
Observe effects on integrity
Name potential actions
Self-reflect

© 00 ~NO OB~ WDN PR

Discovering facts

Before you make a decision, it’ is |mperat|ve to gather al the facts surrounding the issue.
In doing so, ask yourself these questl ons. \ /

¢ What isthe dllemma’? .
*  What historical tnformatl onis refevant to r&eelw ng the dilemma?
* How didthe d|Iemmaoccur in the first pIaCe’>

Sometimes, however, the facts are S|mply not available to you. In such a case, gather as
much mformatl on as possible and move on.

Exammmglssues

For many ethlcal dllemmas therewill’ be more than one issue at hand. Don't stop at the
firstissue and a(:cept it asthe only one. During this step, it might be helpful to discuss
the dllemmaW|th peopleyou trust, such as friends, family, and co-workers.

<Consuder|ng affected parttes

- Identlfy the peopte affected by the dilemma. Y ou can break up this step by categorizing
 the affected parties. Begl n by identifying the individuals who are directly involved, then
broaden ybur scopeand identify all parties that are either directly or indirectly affected
P by your busi ne$ The following questions might help you during this process:

/ « Does the dilemma affect my department?
~* Does’ the dilemma affect other employees, supervisors, or departments?
« Does the dilemma affect the entire organization?

yd o N Does the dilemma affect our customers?
/ \ .+ Doesthe dilemmaaffect our suppliers?
"« Doesthe dilemmaaffect the industry of which my organization is a part?

* Doesthe dilemma affect the local community?
» Does the dilemma affect the environment?
» Doesthe dilemma affect the government?
» Doesthe dilemma affect society in general?

NOT FOR PRINTING OR INSTRUCTIONAL USE



1-12

Business Ethics

I dentifying solutions
\

Next, try to outline possible solutions to the dilemma. Y ou should always consder a
least two possible solutions, and often, there will be several more. List as many asyou
can, even those that don’t seem ideal at first glance. ~_ L

/ ~_ \.
Sear ching for consequences \ ~ \
Then next step isto predict the consequences each affected party will faceas aresult of
each potential solution. There can be numerous consequences for éachoarty\ N
Concentrate only on the most likely consequences and those that are negatlvetn this'
way, you' I spend less time considering consequences that shouldnt We| gh heavily on

your decision-making process. . \

I nspecting obligations

Obligations are the commitments, made directly or, mdl rec(ly, that [ nfl uence 'the day-to-
day decision-making process. For example, accountants have'an obh gatlon to abide by
generally accepted accounting principles. On abroader level, we all have an obllgatlon
to uphold the laws that are set forth by our go\/ernments Your company s code of ethics
is one obligation that you should always consu der. N /

During this step, identify how the obllgatlonsof each affected party might influence the
decision. \ N N
Observing effect on integrity

Determine how each possible soluti on vw II affect your character and integrity. One way
to do thisisto imagine the solution being ‘publici zed on the front page of amajor
newspaper or as the top Story on anews broadcast “Ask yourself how you would feel if
everyonein the worl d wereto fi nd out about your de;:| sion.

Naming potentlal act|ons N

Next, determine whi ch of the remal ning possible solutions make sense when
considering the affectedpartlac obligations, consequences, and your character and
integrity. You should also cons der any new possibilities that have come up during the
decision-maki ng process. / /

Sel f/reflectlon .
Although obj eqtlve and rational th| nking isessential, it is also important to listen to your

i nstincts. Instincts provide uswith empathy and intuition, which cannot necessarily be

model ed/by an objective thinking process. If you are uncomfortable with a possible
solution, thi nk about it agal n.

(
.
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Do it! B-1: Discussing ethical decision-making \
/ \\\
Exercises Q \
If you have time, ask 1 Elaborate the acronym DECISIONS, which reprwentsthe stepsfo}\makl ng ethlcal
students for examples of decisions. py ] \ \
ethical dilemmas. Then, / ™\ \
choose one and try goin . L . Y N
through the DEClSylgNSg Discover facts, examine issues, consider affected parties, identify solutions, search for
process with the class. consequences, inspect obligations, observe effects on Jntegrlty me po%entlal actlons self
reflect. / ~\ N\ v
L b k ‘\
2 Which of the following are internal sourceg that mﬂuence the deC|S|onYnak| ng
process? Y . /
/ / y ~__ //
A Family a4 / \ 7
/ / Y, / A
B Religious beliefs VR QAN
< V4 // // />
Cc Moras N S/
2 \\ \\ / 4 / /
D Laws VRN AN V /
/ N AN /
. / AN N /
E Media \\ \\ \\ /
3 When making ethlcd demsons; WhICh of mef0||OWI ng questions are helpful in
gathering facts? < \ N S
\ \\\\ //
A  Whatisthe dllemma’? V4

B Does the dllemma affect the government’?

C What hlstorlcal mformatl on |5 reI evant in resolving the dilemma?
D Wbat effect. does it impart to the environment?

E HQW dldthe dllemmaoccurlntheflrst place?

/ /

/4 What ave obI [ ;gatlons7
| Commltmeﬂts made elthe/r dlrectly or indirectly, that influence the day-to-day decision-
h N maklng pchess/ ya

/

/ \5 Identlfy which of the following categories of external influences are direct and
’ ‘ Whlchare | n/du‘ect
. / ﬁ Friendé"z/a/nc; co-workers Direct
Countf/y and society Indirect
/ - \ \\\/\LaWS and regulations Direct

sk afowabertsto 6 Give an example from your work experience of how your instincts helped you to
share their experlences |4 make an ethical decision.

/

NOT FOR PRINTING OR INSTRUCTIONAL USE



1-14 Business Ethics

Barriers to decision-making
Explanation There are many barriers that you' [l face when making ethical decisions. The SPECI FIC \
acronym can help you to remember some of these barriers:
Q « Pattern processing N
+ External influences N
+  Cost/benefit analysis SN\
* Integrity . N\
» Fact gathering T~ N N
e |nstinct ~_ N
- Consequences S

Stress

Stress can inhibit you from making the best busi ness deC|S|ons It can Cause atack of
attention to detail, which can then lead to pOOI’ faet gathenng and unethlcal decisions.
Some of the factors that contribute to stress in the werkpl ace are

* Need to balance personal and profmenal life
* Poor leadership ’ \ h
* Too many work hours
» Poor communication
* Lack of recognition”
* Unattainable goat’é
* Downsizi ng )
To combat stress af work speak with famlly, frlends or a supervisor about your

problems. It's aleo helpful to engage in extracurricular activities, such as exercise. If
stress at Work il dOesn tdi mlnlsh changl ng jobs might be your only option.

Pattern prQC ng -

Pattern processmg isthe thought prOCess used to make routine decisions. You don’t
think® very deeply When pattern prec ng because your brain has been “programmed”
tohandl ea partl cular I’Outl ne event in acertain way.

One di ﬂdvantageof pattern proc ing is that you might overlook problems due to the
! hab|tual Nature of your JOb "Another disadvantage is alack of connection to honest
negattve emotions. Ethlcal dilemmas are often discovered when you feel uncomfortable
about eomethl ng. “When pattern processing, you generally don’'t feel much of anything.
— \Eyen if you do you aren't likely to give voice to those feelings.

\ *:\Onevvay to combat pattern processing isto commit to being ethically conscious about
—~ every decisi onyou make. To do so, you must consider the ethical dimension of every
) ,,deC|S|on you are preparing to make.

External influences

- It'snatural and often useful to solicit advice on ethical issues from your friends, family,
and peers. The problem hereis that sometimes you won't get good advice. Be sure that
/the people with whom you consult have the appropriate background to offer advice, and
./ are trustworthy, respectable, and insightful.
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Cost/benefit analysis

A cost/benefit analysis is the process of adding up the dollar value of the beneflts of a
decision and subtracting the dollar value of its costs or drsadvantages\ If the dollar
amount is positive, then you would say that the benefits outweigh the costs. Cost/] benefit
analysis takes the complexity out of the decision-making prooess while rnakl ng it as
objective as possible. \

The problem with cost/benefit analysisis that it eliminates the use of values and
instinct. Another problem is that every decision has manyaspecks to whichitis.

impossible to ascribe dollar values. How much, for, example is one empl oyee S

happiness worth? How much does a co-worker’ sanger cost’? \.

Cost/benefit analysis also runsinto trouble When you try to decrde who getsto place a
value on intangible items, such as human Irfe It also begs the question of how far into
the future to calcul ate costs and beneflts /

Integrity

Most of us believe we are more honest and respectablethan the average person. Just as
people are overconfident about their ability to determine and evaluate consequences
effectively, it is common for indivi dualsto |nflatethe|r honesty and integrity. Asa
result, it's not agood practi ce to rely solely on your mnate integrity when making
ethical decisions. 7N\ N N

Fact gathering

When you're gathering facts itis eﬁentlal that you remain aware of any predispositions
you have that are likely to brasyou If. Yyou are biased, you might stop gathering facts too
soon, or your /might interpret what you see in such away that it supports your biases.

To minimize the effect of your blases |nvolve people of differing opinionsin the fact-
gathenng process If thisisnot possible, you should try to identify the matters about
WhICh you, might be most biased. Being aware of your biases will help you to gather the
most compl ete and accurate information.

;if’/l nstint - yau
Just asitisn’ twrseto trust soIer in your integrity, it is also unwise to trust your
— \personal instinct without considering other factors. Although your instinct can help you

through the ethical declson making process, it can also mislead you when it istime to
make the decrs\ron/

/ Consequenoéé”

_People have atendency to limit the number of consequences they consider. Another
\problem associated with the consideration of consequences is that people often
overestimate positive consequences while undervaluing the negative ones.

To/,,/r‘event inflating the positive aspects of a solution, involve various types of
N 3 - gtakeholders in the decision-making process. When all affected groups are involved, the
{ ) identification of consequencesis much easier.
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Consequences of ethical decisions

When faced with an ethical decision, you need to think about the consequences: (hat
stakeholders will face as aresult of a proposed solution. Y ou should also consider the

consequencesto you if you make awrong decision. For example, you might suffer any \
number of persona consegquences, including stress, headaches, depron and other -
health-related consequences. \ \
There are four other types of consequences you should consider When deahng Wlth
ethical dilemmas: ~\ \\
~Q
» Consequences of confidentiality A -
« Indirect consequences ST )

+ Immediate consequences ™
« Long-term consequences ‘

Consequences of confidentiality

If you decide to keep an issue private to avoid negatlve reacti ons cons der the
conseguences associated with making the demson publlc at alater time. Th| nk about
how people will react when they find out that the |ssuewas kept qwet

Indirect consequences

Some effects that a decision will have on stakehol ders will be obwous But you must
also think about the indirect con%quences For example suppose you aretrying to
decide whether to tell your boss that your co—workers have been dishonest in reporting
their work hours for the Iast week. If you teII your | boss, your motives might come into
question, and your co-wgrkers might not trust you |n thefuture Future lack of trust isan
example of an indi rect consequence

Immediate consequences

AN
/ AN

Immediate conSequenceﬁ QCCUf Wlthl n arelatively short period of time after the decision
is made. Because the |mmed| afe con%quences are often drastic, you should ask yourself
if these con%quencesWouI d'be toferabl eto the affected parties.

Long -term consequenc%

Long term cohsequencec occur some time after the decision has been made, and often
have the biggest impact onthe Jorganization. Because of this, you need to consider them

/seno(xsly when making an eth’ cal decision.
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Do it! B-2: Overcoming barriers in the decision-making process
// \\\\\
Exercises < N\
Encourage a discussion 1 Marcusisanetwork engineer in Icon International’ s consumer proetucts le{Sl on.

about the barriers in

: : 0 He recently discovered that two of his co-workers haveStarted an Intemet \
making ethical decisions.

business and are spending long periods of company ti rne working on it. He has N
worked with these employees for along time, and doesn\t wantto. betray their
trust. Heistorn between hisloyalty to his co-workers and nls sense of duty to the
company. / A N\

14 N N\

~ N\

Discuss how Marcus can go about maki ng asoUnd ethical deC| sion. \‘>

Answers might vary. 2 Which of the following types of consequences hasthe most dramﬁto effect and
Encourage discussion if needs to be considered extensively when makl ng an ethlcal deC|S|on’7

students have different Y,

answers. A  Conseguences of confi dentlal |ty Y

B Longterm consequenc&s
C Immediate consequenceﬁ N

D Indirect consequences N

=) Ciick the sewrein 3 Watch the movie and then ansNer the fol Iowmg quest| ons.

the slide to play the
movie. What type of barner dld Robert encounter’?

t\
\

Pattern prOCessmg
What Would be the consequence |f Kate did not find Robert’s error? Discuss.

Divide the class into three | 4 Your mﬁructor wi II dividethe class into three groups. Within your group, discuss
groups, and have each the fo I ovw ng barrler to decision-making:

group discuss one of

these barriers to decision-

/

making. Grgup A Stress at Work
Ask a volunteer fom each - Group B- Relyl ng on integrity
group to summarize the .
E'eSYCSSISTft’?‘ jﬂtgiﬁ;re \ GrOup C Trustlng your personal instinct without considering other facts
them with the’entire class. \
SN é ~Which of the barrlers listed below appears in the SPECIFIC acronym?
A Coneequences
B """'Br—mCons der facts
- h . C Ignorance
/ N \\}
/D Cost/benefit analysis
F Investigate choices
G Citereasons
H Fact gathering
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6 What are some of the disadvantages of cost/benefit analysis as an approach tQ \

making ethical decisions? < \

\
Answers might include the following: . \
» Values and instinct are not considered. / \\

» Dollar values can’t be placed on some costs and benefits that should beko@sidere\d,\

« Difficult to determine whose values to use for intangible items. /\ ~_ \ N\
_— 4 NN\
Use this scenario as a 7 Inthe following scenario, Robert and Kristen, empl oyee&at lcon International, are.
basis for discussion. seated in Kristen's office. They are discussing the combanyks receanIan to start
the production of lids with latches. YA /

~ /
/ / Y N ~
Kristen: So, basically, we' ve decided not to/add the wfe‘fy % ont&the lid
because we believe the latches will cost more thanwﬁ would have to p‘ay
customers who are hurt as aresult of not haw ng them. Dpes thls sound/nght’)

Robert: Yes, that’s what we decided mM ly, bm\l think we need }6 take
another look at our customers’ aif/ety beforefl nallzmg the deC| sron

Kristen: Okay, I'll scheduleﬂmeetmngth the Geheral Manager SO we can
discussit further. {

\ \
\ \ AN

\\ \ \\\ /
Robert: Sounds good to me. V4
\

\

/
V4 /

Isthere abarrier here%O makmg agoc\d ethlcd decision? If so, which type of
barrier would you séy |t is? \

/ \ )
The barrier here Jé usmg a cost/beneﬁtanalyas whmh considers dollar costs, but not the
human cost ayéomatgd with customers being-hurt.

/ /\

What |sthe mi sfaketﬁat K/rlstethas made in her decision?

<\ / / \\

She dfd not consufer thexﬁonsequences/of her decision that were not related to money.
\\ \ /
8 How can yOuQvercome\your oWn biases during the fact-gathering process?

/

/
/ Answers mlght mclude /

/

/ . Identlfy you1= blases so you are aware of them.
/ /
\/ Involve people wﬂhdn‘ferent opinions in the process.

o Be: aware of pred sposed opinions that you might have about the issue.
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Unit summary: Ethical decisions
Topic A In this unit, you learned that business ethics are a set of principles andnorms that serve

asaguide for good and bad conduct in business. You learned, that betng wful is.
important, but is not the same thing as being ethical. Next, )you identified some of the
reasons why ethical dilemmas exist in the business world. Then, you learned how \
strike a balance between your personal values and your or gahlzatlon sethlcs You

also learned about some of the categories of ethlcal dllemmas\ \

Topic B Then you identified various factors that mquence demsuon makl ng "You also learned a
process for making ethical decisions. Fi nally} you learned about some of the barriers
to making good ethical decisions, and consi dered the con%quenc& of such decisions.

Review questions
// . // // \>
1 What is pattern processing? \ S S
A thought process used to make ;outtne deusnons N

AN

2 What is cost/benefit anales’? )

The process of adding the dollar value of the beneflts of a demsmn and then subtracting the dollar
value of its costs. ~

( . ~
\ \ N >
\ \ AN /

3 WhatisOSHA?

The Occupatlonal Safety and Health Admlnlstratlon created to ensure safety in the workplace.

N
N
\\

4 List the three types of custOmer confldence issues.
. CQntldentlaItty /

- /
N —
> — /

e/ Produet safety

// . Truthfut/adverttsmg
g 5 Whatvare Me of ’(he faotors that contribute to stress in the workplace?

- - The need to Jzyalance personal and professional life
% \ . Poor Ieadershlp

‘ - Excesswework hours

. Poor c9mmun|cat|on

<~ 6 What are the two ethical issues associated with advertising?

PN \\Exaggerating product features and falsifying product information.

) 7/1/n which type of consequence would alack of trust most likely result?
/ S A Immediate consequences

/ B Long term consequences
C Conseguences of confidentiality

D Indirect consequences
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Unit 2

Whistle-blowing &
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Topic A: Whistle-blowing criteria and risks

Explanation Whistle-blowing is the process of exposingillegal or unethical actions conducted by
members of an organization. Because the consequences of whistle-blowi ng canbe
extreme, you should be very sure that the situation has met certain crlterta before you do.
it.

It's al'so important to note that an employer cannot legally reduce wages of an empioyee
who blows the whistle. Although you are legally protected frombeing termlnated or\
discriminated against if you blow the whistle, there are a number of ri sks you §hou|d
consider before doing so. VRN

Criteria for whistle-blowing / yaw )
All of the following criteriamust be met to j ustlfy Unauthorrzed exposure of mformatl on
(whistle-blowing): /

= *  Information must be released by a stakehol der thhln the organlzatl on, usually
an employee or former employee. ~

e Information that is released must not have aI ready been made publlc

* Information that isreleased must be abOut the m|900nduct of the company or its
members. \ . N

» Information must be of substantlal |mportance

« Information must be released to partlesthat fall outsde the whistle-blower’s
normal chain of cornmand \

* Information must be released voluntanly |n an effort to correct wrongdoing,
rather than for revenge purposes.

Risks assomated thh whistle- blowmg

According to severai federal Iaws including the Whistleblower Protection Act of 1989
and the False Claims. Reform Act of 1986 itisillegal to fire an employee engaged in
whistle-blowi ing. Several states atso have laws that prohibit employers from firing
|nd|V|duaIsfor whlale-blowrng g

If terml nation does result from whi stle-bl owing, the whistle-blower should contact legal
counsel |mmedr ately. Such an empl oyeeiseligibleto file a suit against the employer for
/wrongfut termination and might also sue for lost wages, punitive damages, attorney’s
" fees, and'emotional dlstre& It's also important to note that an employer cannot reduce
an empf oyee S Wages for ‘blowing the whistle.

Although you are Iega]ly protected from termination or discrimination if you blow the
RN Whlstle these are other risks you should consider:

Q A \Fal sely accus ng the organization or its members
SN | . Deoreased individual and organizational morale
/» Damaged relationships with co-workers or managers
» Decreased chance of promotions and wage increases
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Do it! A-1: Discussing whistle-blowing N\

Exercises

1 What iswhistle-blowing?

2 List three criteriafor whistle-blowing.

Answers might include:

employee or former employee.

¢ |nformation that is released must be a
members.

¢ |nformation that is released must
¢ |nformation must be of subs

¢ Information must be relea
of command.

» Information must reléelsedv ntarily in an-effort to correct wrongdoing, rather than

N\

for revenge purpases. \
3 NamethetwofederaNaNsa\éqordingto vhich it isillegal to fire an employee
because the employee érpaged\i\n whistle-blowing.

Whistleblower Protection Act of 1989 and the False Claims Reform Act of 1986.

Ask a few students to 4 Think of .some ir‘l‘s‘t‘aﬁe:es;()}c whistle-blowing from your workplace or from other
share the instances of orkp Discuss the risks undertaken by the whistle-blowers.
whistle-blowing.
// /
/ <// //
\\\ y / ) Y, \\\\/
V // ////
o/ !
o Y,
/ g N
/// \\‘\
/ \ | Y
Vs ) // \,“ o /
/ // /‘ b
p // //
{ v/ - //
N </ /
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Topic B: The whistle-blowing process

Explanation There are a number of guidelines that can help you decide whether or not to blow the \\\
whistle. There are also several steps you can follow to ensure that you bl ow thewhl ﬁie N\
legally, effectively, and with the least amount of harm to yourself and spakehol ders. . \

When to blow the whistle VAR \

It's important to understand that sometimes blowing the whlstl é |s not in yom “best \\
interest. Before blowing the whistle, consider the followi ng ~ \

Q * Alternatives to whistle-blowing ,\ . /
 Significance of the dilemma ~/
« Substance and clarity of facts Sl S SN

Alter nativesto whistle-blowing \ /

Before making the decision to blow the whlsﬂe you should have exhausted aII other
avenues for reporting the information. In most companl% ybur flrst recourse would be
to speak to your immediate superwsor \ N4

/
N/

Significance of the dilemma

To justify whistle-blowing, the consequenceﬁ of not domg S'o) should be severe. If the
consequences would be seriously detriment to stakehol ders, includi ng society in
general, you are justified |anOW| ng the whlstle

Substance and clarity of facts — )

It's crucial that you x/erlfyxand substantlate the facts ‘surroundi ng the dilemma.
Obtaining documentatl orf to support your fi ndmgs isvital, as is documenting your own
findings, &spec;éllylfala\uwlhsflled
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Do it! B-1: Recognizing when to blow the whistle

Exercises

1 What should you consider when deciding whether whistl
interest?

» Alternatives to whistle-blowing
» Significance of the dilemma
» Substance and clarity of facts

Use this scenario as a 2 You areworking in Icon International’s
basis for discussion. cutting maneuver, the department is und
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Guidelines for whistle-blowing

Explanation Because blowing the whistle exposes an organization’ s wrongdoing, it can lead to very
emotional responses. Asaresult, it isimportant that you approach the stuatron wrth
caution and follow these guidelines: /

Q * Remain calm. When you're dealing with sensitive issues, it's |mportant to
remain calm. If the person you' re talking to becomes agitated, remaining calm
will help you to listen more effectively, and might also calm the other person

» Beobjective. Focusing on facts will minimize the appearance of bei ng bi ased or
discriminatory. h \

» Be specific. When discussing the dilemma, be specrﬂc and prov1 ide as many
details as possible. Avoid safe statements that are vague T h|s WI II help the
listener understand the situation. /

» Avoid placing blame. Placing blame makespeopledefenave and defenave
people have trouble listening. / , / >

» Stay focused. Focus on the dilemma and thefacts surroundr ng it. Avord
discussing topicsthat areirrel evant \

Do i B-2: Identifying wh istle-b/l/o\\iving gu i\de\l\i nes

Exercises TN
Note students’ ideas on 1 Think of aninstance when Whlstle-bl owmg got youtnto trOubIe Discuss your
the board. Facilitate their experience and |dent|fy some of the behawor that might have led to the trouble.

efforts to establish their

own guidelines for whistle-
blowing. 2 Inthefollowing scer’(e Robert an employee at Icon International, is having a

meeting with Kate ‘his superwsor \)
Kate: So Why drd you want to meet, Robert’)

Robth WeIJ/ I vé notl ced aproblem lately with the manufacturing equipment
|n Area4 Some of the machmes arerusting, and | don’t think it’s very safe.

\V/

Kate So, what are yow@yl ng’7 That we don’t take employee safety seriously?
|l don t thi nk you should bethrowr ng out accusations like that around here.
/ N
/ Robert I'm not maki ng' any accusations. I’'m just bringing a potential problem
/ to your attentr on, so that it can be properly fixed.

/ Kate Oh. I’ msor“ry | jumped to that conclusion. | will definitely look into this
further Thanks‘ for bringing it to my attention.

I Comment on the approach taken by Robert. What was its impact on Kate?
discuss the question. \ b

\

o Robért remarned calm despite Kate’s agitation, and communicated the issue to her
S ‘ effecuveiy Kate recognized her mistake and promised Robert that she would look into the
matter.

/

3 Why isit important not to place blame when approaching an ethical issue?

> Because blame makes people defensive, which gets in the way of good communication.
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Blowing the whistle legally

Explanation Before blowing the whistle, you should be aware of—and adhere to—any state and
federal laws or guidelines for whistle-blowing. Seek legal counsel if you feel
uncomfortable at any time during the whistle-blowing process ‘
The WHISTLE acronym describes one process for blowi ngthe whi stI e

Write reports. N

Hold a meeting with your immediate superwsor _\ N

I nform others. ¢ ~

Seek dlternative internal authorities.

Talk to senior management. ~_

L eave intervention Optl ons open. /,/ // //,/ ™~ \//

Enact an option. oSS S

=

N o 0ok W DN

Writing reports

Throughout the entire whlstle-blowmg process keep acCurate d()cumentatr on including
memos, |etters, faxes, general, notes on the stuatton and any, ‘other evidence that you
think might ever be helpful , Prowdlng documentatlon not only confirms that thereisa
dilemma, but also mdrcates that the Whrstl e-bl ower is serious about the issue.

Holding a meeting W|th your |mmed|ate superwsOr

When you are sure that the dllemmayou ve |dentff|ed isreal and objective, cal a
meeting with your |mmed|atesupervr sor. If the dilemmadirectly involves your
immediate Superw sor, you. should prooeed directly to your supervisor’'s manager.

If the meeti ng with your immedi ate superwsor fails to achieve satisfactory results,
request, asecond meeting. Prior to the meeting, review the correct procedure for
reportmg ethl caI dllemmas according to your organization.

If the second meetl ng doesn’t provide resolution, request a meeting with your
/wpervteor s manager To ensure that your manager does not feel that you are going
</ over his heéad, | nV|te hrm to the meeting.

N Infor mrng others

I meet| ng with your, management failsto resolve the dilemma, discuss it with trusted
~ friends and famHy,As whistle-blowing can be extremely stressful, it’s important to
) informyour famrty and friends early so they can provide you with support.

You can also, use friends and fami ly as sounding boards about the dilemma. Informing
_-othersis |mportant because, before this, you’ ve discussed the matter only with people
~ whose opinions are likely to be biased (because they work for the organization). Getting
RN anogta de perspective on the dilemma might help you see it from a different angle.
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Seeking alter native internal authorities

If meetings with your direct chain of command do not provide a satisfactory resof utlon, \
it's time to go to others within the organization. Prior to involving departments outsr de -
your chain of command, you should find out if your state has specific gwdellnes on :
whistle-blowing. If so, you should follow those guidelines. N

If your company has an ethics department, you should approach one of rts members

with documentation and follow the general whistle-blowing guidelines. If your N
company does not have an ethics department, you should approach thedepartment that
isdirectly related to the dilemma. £ ~A

For example, if the dilemma involves employee privacy, you should contact your
human resources department. If it is alegal issue, contact your Iegal department, and if
it relates to finance, contact your internal auditing department Remember to follow. the
general whistle-blowing guidelines during this step of’ the proces& Most whlstle-

blowing cases are resolved during or before this step 4 , /N

Talking to senior management

If contacting and discussing the dilemma wrth other departments doeﬁ not prove
successful, it’s time to take it to senior management Try to meet with the manager who
appears to be the most approachable and as always be sure to foﬂow the general
whistle-blowing guidelines. / \ N

Understand that if you take the di Iemmato senl or management the managers you have
previously talked to will be upset. \ NZ

L eaving intervention optrOns open

If, after discussing the dil lemmawith senior management you have not received the
desired resolution, you need to consider your remaining options. One option isto go to
the palice, if the dllemmalnvolv& illegalities. Another isto contact your local better
business bureau or mdustry regulatory agency. You can also make the dilemma public
by going to the( press ‘or resr gn from your job. Always attempt to solve the dilemma
before reachmg this step These optlons should be used only as alast resort.

Enacting anoptlon

After consideri ng your remaini ng optl ons, you need to decide which one is best.

Consr der the drsadvantages of each option carefully. For example, if you were to

/eontact the police, you mrght become involved in afull-fledged investigation. If you've
been1<ee\p| ng your-invol vement a secret, be aware that it will probably become apparent
~ that _youwere the one Who instigated the investigation. Contacting the press or an

industry regul atory agency has the same disadvantages.

” you are sull unsatisfied with the resolution provided by the option you have chosen,
. andthe initial dilemmais still inhibiting your ability to perform your job, you need to
consrder resr gnl ng from your position.
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Do it! B-3: Blowing the whistle legally
Exercises \

1 Identify and sequence the steps to be taken during the vyh'ﬁle;plo ing pr&&

Write reports V\Qte reports
Think about consequences ~ Hold meetlhg withyour
/ lmmedl te supéQnsor ~

Inform others ~_ ! f h
/ » N norm others \\

En tion /
act an optio / // eek altematlve m}érnal
/ /ﬁthormes ~/
/
N4 / TaMo sehpr manager
\\ & / eave Mterventmn options open

L eave intervention options open //

/
Seek alternative internal authorities
.

Expand options N .
AN N Enact an option
Talk to senior manager \\ \ N/
\

Hold a meeting WI/YF] your\l mr@@e superv\sgr
Work through the 2 Youarean employeé at Icon Internatld‘ial S ef ectronic department, and it has
implementation of whistle- cometo your a attention that the printing machines have faulty wiring that might
blowing in this situation on i
the white board with the Cause |re/ \ N\
students. ~_\

Y ou brought this problem to the notice of your immediate supervisor and
mfgfr%d him about the dangerou/s;sutuatlon that the employees in the department
e facMg However, your supervisor did not respond to it. Moreover, he blamed
Vs you fxﬁr m)ak\ﬂ%fal se accusations against the company.
/
// WQu ldyou blow the whistle in this situation? What would you consider before
/ doing so? And/lt/%u did, how would you go about it? Discuss.

N4
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Unit summary: Whistle-blowing

Topic A In this unit, you learned that whistle-blowing involves exposing illegal or unethlcal \\
actions conducted by one or more members of an organization. Y ou |denuf| ed varlous N\
criteria that must be met before blowing the whistle, as well as some of/The risks . \.
associated with whistle-blowing. \ N

Topic B Then you learned when to blow the whistle. Y ou also learned about the gu@ellnesto )
follow when blowing the whistle, as well as how to blow the WJ7IISt|e Iegaﬂykzy usmq
the steps described by the WHISTLE acronym. A

Review questions 2N
1 When isblowing the whistle considered justlflabre’7 / / o

If the consequences of not doing so seriously threaten stakeholdefs mclu(( ing somety |n general

2 helps to eliminate the possi b)hty of appearl ng bi asedor dIS(;T‘I minatory.

Being objective / \\ \\

/
p /
< \ /

3 How does remaining calm help When dealmg Wlth sensmve |Ssaes‘)

When dealing with sensitive issues, the peopie with whom you commumcate are likely to be
emotional and defensive. Remaining Qalm will help you to listen more eﬁectwely, and will also
help to keep the other people as calm as p033|ble \\ :

N
/
N/

4 Which of the followi ng Jaretri sks to COns der When you think about whistle-blowing?
A Decreased proflts due to bad pubhcnty

B Faling behlnd ormormal work as a result 0)? whistle-blowi ng
C Decreased chanée of /promotlon —
D

Gai njhg ethyCaI nOtorlety /\

/
/

E DeCreased organlzat|onal/morale/
F —Bamaged rel atl onshl P 5 Wit managers
/ N\ /
/ \ \\\ /
/ A~ /
/ ) / \‘ - V
S 7
/ / / //
<\ o //
\\\ (\( /
// \\\\ AN . h N
// AN
/ — \\
/ / N\
/ / )
/ (\\ //‘ )
V4 \\\ / //
. £
\\\\\ h \\
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Topic A: Ethical management
\ \\\
Explanation Managers have to strike a sometimes difficult balance in order to be ethical. The AN
primary objective in business is to maximize profits, but managers must ensure that the AN
decisions they make to achieve that objective don't violate legal or ethlc:al standards. 1t
takes a certain kind of person, with specific characteristics, to achieve that bal ance. Not \

all managers are able to do this, and there are various ways of approachr ngthe probIem ‘
N\ )

\\
4 I

The need to be ethical )

Q There are several reasons for managers to strive to be ethr;:al Most people feel better
when they act ethically than they do when they act unethi cal ly. Alsa ‘subordinates Iook
to their managers behavior as a model for their own efhrcal beha\/ ior. As aresult an’
ethical manager is more likely to have ethical subordl nales / N

Managers should also strive to be ethical because ever time, acti ng ethlcél Iy helps to
ensure the company’s success. When an employee acts unethically, i it reflects on the
entire organization, which can erode customer confrdence /

Another consequence of unethical behavmr isthat it fOrc& governmentfto enact laws to
prevent unethical business practices. Punrshment for such behavi or-can lead to fines and
imprisonment. According to recent leglslatr on, managers are responsible not only for
their own unethical actions, but also for the actr ons of - therr subordl nates.

Ethical behavior also contributesto the overall well bei ngef SOCi ety. Decisions made in
business can and will affect the socrety in whrch we live.

Characteristics ‘i)f ethical mahageré
Q The ETHICAL acronym dESCI’I bes seven key characterlstrcs that ethical managers
should possess:
. Empatty
. Trustworthmess
. Hohesty
- lntegrr ty 4
e ConsStency
. /,Accountabrlrty AN
S+ Loydty

/
.
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Empathy AN

Empathetic managers show a concern for the overall well being of atf the péopl e
involved in a specific issue. Concern for othersis a fundamental component bt ethical

behavior. S~ \ AN
/T~ \ \
Trustworthiness /\ ~ \\
Trustworthiness is an important characteristic for managers bacause they | have to deal
with many issues that should remain confidential. / ~_ \ N\ -/
) f// o § \\\\
Honesty AL \\

Ethical managers are honest in all aspects of therr job By bernghonest W|th
stakeholders, managers gain respect and credr bil |ty .

Integrity / \ / \\
Managers with integrity make deC|srons based on facts and personaf eth| cs, rather than
on pressure from others. The ethical path is not aIwayseaery taken, and personal
integrity is a powerful motlvath to dathe rrghtthl ng even when itisdifficult.
Consistency \ \ \ /

Consistency helps managers tG apply the same Iogrc and standards to al situations—an
important part of ethical. behaw or Consrstent managers tend to treat all subordinates
fairly and equally. A4

/
N/

Accountabil |ty

Accountabilit ty means that managers take responsibility for their decisions. Because of
this, the manager ismore likely to glve those decisions the ethical consideration they
deserve: Accduntabr lity al'so hel ps mariagers to recognize and learn from their mistakes.

/
/
/ /A\\

Loyalty S

) Ethl caKmanagersshould di splay loyalty to their organization, peers, and subordinates.
Loyalty invol ves puttrng theWeII being of the organization first unless an issue arises
that conflrcts Wrth ﬂther ethrcal concerns.
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Do it! A-1: ldentifying the characteristics of ethical managers:
Exercises \ \\
dentify other reasons that 1 List some reasons why managers should strive to be ethical. I~ \\
can be added to the list. ~_\
» Subordinates look to their managers’ behavior as a model for their own. ™\
» An ethical manager is more likely to have ethical subordinates. \\ X~
» Managers who act ethically help to ensure the company’s succe;éf/ ™ N \\ \ \\\
L 0\
Answers might vary. 2 Which of the following ethical characteristics will help you most | to make\ \\
5}2;03(2?98 a discussion if decisions that are not based on pressure from others’>/ ~_ )
A Honesty / ~_/
B Empathy / <// N
C Trustworthiness \ o / /
D |ntegrity ) /\\ \\\w/ /

3 An ethical manager is most Ilkely to have an ethtqal subordlnate Dtscuss

/

Subordinates look to their managers behawor asa model for the|r own.

4 For following behaviors, |dent|fy the charactenstlcthat WLH most likely lead to
each: loyalty, |ntegr|ty, consi stency or accountablllty

\

Treat al fairly and equally CQ\hS'StenCy

Recognize and I/ear\h\from mlstakes A(:/(/;Buntability

Place organiz/étionﬁ/tstA T /il/oyalty

Make daus or)é ha%d/ on f“écts . Integrity
Ask a few students to 5 Dlscuss an expehence you’ Ve had és amanager in which being honest helped you
share their experiences. tO gal n respect and C?&Lblllty
Use this scenario as a b/ Samis ohe of the best software developers at Icon International. He has received

basis for discussion. -/ excellent feedback from the client. However, thistime the client did not like
Sam swork and- rejected it.

Sam isvery upset and discusses this with Catherine, his project manager. Hetells
Catherine that he followed all the instructions given by the client and put his best
— efforts mto the project.

What characterlstlc of an ethical manager should Catherine display when
dlscussng Sam'’s problem? Discuss.

Catherine needs to empathize with Sam. She needs to reassure him that she is ready to help

him find a solution to the problem. As a result, Sam can relax and they can resolve the issue
together.
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Categories of managerial behavior

Explanation These are the three broad categories of managerial behavior:
e Immoral
« Mora ST~
« Amoral N
Immoral management /S \

~

Immoral management isastylein which al decrsrdns are based on. selfrsh motrves and
ethical principles are consciously circumvented. Managers who employ thrsstyl ewill
deliberately attempt to find ways around laws, and ethr caI standards that would prohibit
them from accomplishing their goals. ’ SN .

The primary goals of immoral managers are profltabrlrty and company success at any
cost. They don’t consider whether aspecrfrc decrsron |slegal of |Ilegal ethical or
unethical. They make decisions regardless of potenti al negatrve consequences to other
stakeholders. N "/ /

M oral management

Moral management is astyle in Whrch all deCrslons are based on ethical standards. For
moral managers, following the law |sthe minimum ethrcal standard to be maintained.
Managers practicing moral management tryto consi der the conseguences for all
stakehol ders. Although stich managers want to Succeed they will not make unethical
decisionsin order to succeed For example, when faced with a decision between a
course of action'that will mcrease profits at the cost of harming society or one that will
lose money but benefit socrety, the moral manager will probably choose the | atter.

Amoral management

Amoral rnanagement can be divided- |nto two categories: intentional and unintentional .

Intentronai ly amoral, managers don’t incorporate ethics when making decisions. They

bel |evethat as busrness activities lie outside the realm of ethical and moral behavior,
/these factors shoul d not be ccnsr idered.

Uni ntentronaHy arncral managers also fail to factor ethicsinto their decisions. However,
— \unlrke intentional’ amoral managers, they believe that business decisions don’t have an
e ethical mqpact on others Unintentionally amoral managers are mostly selfish; they
refdse or fail to recognrze that their decisions might have a negative impact on others.

I\/Iaximizing profits ethically

~~Although the main objective in businessis to maximize profits, businesses can’'t permit
N “this goal to stand alone. Instead, the goal should be to maximize profits in the most

Ve N ethical fashion possible. Each time you are asked to make a decision, ask yourself these
N threequestions:

ye 9 .« Isthedecision legal ?
* Isthe decision consistent with your company’s code of ethics?
! * Isthe decision consistent with your personal beliefs and values?

If your decision violates one or more of these questions, reconsider it. Ask atrusted co-
worker or your supervisor to review the decision with you.
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Guidelines for maintaining ethical principles

When an ethical issue arise, it isimportant to consider obligations, ideals, and ¢
consequences. Obligations are enforced responsibilities, such as an implied verbat

contract. Ideals are moral goals that individuals continually strive to uphold such aSan
employee'sright to privacy. / ~

When all the solutions being considered are ethically problematic, foll ow these three
guidelines: ~ \ N

Q  If obligations are conflicting, choose the solution that fayors the stronger \ \
obligation. T

» If idealsare conflicting, or if an obligation confllctswnh an |deat choose the
solution with the strongest ideal or obligation. =~ . ~

* If there are negative consequences associated wrth al sol utlons choose the :
solution that will do the least amount of harm S N

For example, suppose that you have pledged to dohate aspeC|f|c amount to anCaI
charity twice ayear, for five years. You aso r@ularly distribute proflts to your
employees in the form of year-end bonuses, Recently your. proflt margin decreased.

Y ou don’t have enough money to uphold both obllgattons and. must now’ decide which
ismore important. Thereisn’t aright anSNeNn such asttuatron Whlch |swhy itisso

difficult.
Do ! A-2: Discussing ethical management
Exercises S~

1 What are the goals df immoral nrﬁanagéfs’?
)
Profitability and/ co/m\any success at. any ( cost /

2 Listthe thr qui delrngs“f{g r making deC|S|ons when ethical decisions are
probl i / / / N
o If @iigationgboélict/zhoosyfhe SO/I)tion that favors the stronger obligation.

« Ifideals conflict or éﬂ\obly’(ation 9<{nflicts with an ideal, choose the solution with the
_strongest ideal or obligation.

/ e |If ther\ewe neg conseﬂk{ences associated with all solutions, choose the solution that
¥ WI|| do the least ha

//
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3 Inthefollowing scenario, Shawna, Roger, and Pam, managers at’rcon
International, are having a discussion in the conference room. (\ \\
AN
Roger: So, do we all agree to hold off on reporting our. rnventory purch\ase
until January 8th? If we report it this year, we'll have to takealtks onour.
income statement. Our shareholders won't like th%at al. e \
\
Shawna: Wait aminute, Roger. If we wait to report it until néxt year, we'll be
withholding important financial information from all-of eyr stakeholders v/
Decisions are made based on that financiz af data. N\
/ N\
Pam: We won't be caught. Besides, yve ve had abad year, and next, year is
looking much better. That’s just how busrnespes erate. We shouf d make the
decisions that will make the mos( amount ot money to the company
Roger: | think Shawnais rrghg Pam. If there Were any Way/0ur shareholders
could catch us, we would get into trouble. A{though if vyé could be assured
that we wouldn't get carjght I don’ Teee why we’ shouldn t hold off on
reporting the purchasé N N /

Identify the manageMNho ex‘mbrts a moral\ethr carapproach in this situation.

Shawna N /

What is Roger s ethlcal approach’>

Amoral ethrcal approach ‘ \

Identify other questions 4 Lrsﬁhequestronsthat need to be anSNered by the managers to make an ethical
that can be added to the dECI gop{ /

list.
S e Is/(he qwsbn legal?

/
/ -/ Is thé decrsion consrs(ent with your company’s code of ethics?

\ /
\ e |sthe décrsron consrsxent with your personal beliefs and values?
N

— 5 T_egally enforced r&ponsr bilities best fall under which of the following

/ \‘ categorres? /
,‘ A IdeaTs /
B Taks
\ - CObI igations
P \\\ D Consequences
ya AN D
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Explanation

=

Business Ethics

Human resource issues

There are many types of human resource issues that you’ll face as a manager. Theee
include the following types of issues:

» Hiring ~__\
e Evaluation ~\
» Disciplinary \ AN
« Termination V2 RN

Hiring issues AN

When hiring employees, you should base your decision sol er upon knowledge skills,
and ability. Y ou should also be objective and consistent: Federal Iaws protect po‘rentlat
and current employees from discrimination based on age, raCe color natl onal orlgln
religion, and gender, as well as pregnancy or handlcapped status N

Evaluation issues

When eval uating subordinates, remain consrstent “and Obj ectlve For exarnple it would
be wrong to criticize one employee for berng late freqrqently wh ile not myl ng anything
to others who behave in asimilar fashion. A’ good way to remal n oble;:tlve isto use your
company’s standardized evaluation forms \

Constant feedback and communlcatlon between you and your Subordl nates is necessary
to facilitate a positive and productive workl ng rel ati onshij p.. Don t wait until periodic
performance evaluations to express your. observatlons and stiggestions. In fact, it is
unethical to base salary adJUstments upon performance problems that have not been
brought to the employee’s attention.

Use performance evaluations to determine Obj ectlves and goals for each employee.
Then, meet with ernployeeﬁ on aregular basis, perhaps monthly, to evaluate their
progress towardsthose Ob] eztr\/es andgoals.

D|9C|p||nary |ssues

Disciplinir ng empl oyees |sﬂne of the most difficult parts of amanager’sjob.
Nevertheless, it is vital toThe growth and overall success of the organization.
Disciplining. empTeye% both ensures productivity and sets standards for the future.
Dré pline shc)uld occur |mmed|ately after a problem has occurred. It isimperative that

/Ihe d| SCi pI i nary actions remal n consistent for all employees.

Ter mlnatlon issues
If verbal and written Warnl ngs don’t solve a problem, you might need to terminate an

\\employee "When making such a decision, remain objective and strive not to hurt the

employee S dlgnlty Before employees leave, give them a chance to provide feedback on

\ \the overall stateof the organization by conducting exit interviews.
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Do it! A-3: Discussing human resource issues

Exercises

Encourage a discussionof | 1 Y ou manage the senior account executives at Icon International , have to hire

hiring practices based an employee for a senior account executive position. A)/(Z:Jugh\r‘f{iﬂn&andid

Upon this scenario. have applied, two are best suited for the job. \
One candidate is currently employed with Icon’ @g&t&mpeﬁor and has
promised to bring a number of key accounts todcon if hired. The second is a hard-
working account executive with over fift ears experlence\/v th Icon. Icon has

astrong pollcy of promot| ng candi dates from within \HQwever the f?andldate

important in mai nta| mg positive and prod\ctlve rking relationships?

A Hiring . N
Evaluation \\

B
C Dlsc»zrhna\ry\\ \. |
D Termination

Y, /
/ /
</ /
/
S /
\\v/ /
/
Ve //
AN
N/
\
% \
Y \
/ \
/ \
/ \
- |
7N /
/ ) g —
/ )
/
/ /
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Topic B:

Explanation

Subordinates’ ethical issues

A manager is responsible for ensuring ethical behavior in the workplace. There are
various ways in which managers can do this. Subordinates might also bri ng forth ethleal

dilemmas that they are not able to solve, and managers need to be able to understand
and help resolve such issues. N\ N

Ways to ensure ethicality -

Here are four ways in which managers can ensure ethical behawor
* Lead by example. ~__
» Setethical goals. ~_/
* Set ethical departmental standards. A SN
» Beapproachable.

L eading by example

Employees understand their company’s culture is b&d Iargety upon the actlons of their
immediate supervisors. As aresult, the best Way a manager can ensureethlcal behavior
from subordinates is to act ethlcally atall tl mes.

Setting ethical goals

Ethical goals provide a proactive approaeh to ensurl ng ethl cal behaw or. These goals
should be specific, obj ectlve and measurable An example of an ethical goal would be
to have all subordinates aftend acourseon Sexual harassment

Setting ethical departmental standards

Ethical departmerital stmdards reflect the eth|cai |ntent| ons of the department. An
example of an ethical departmental standard would be the use of standardized forms
when evaluating and dISCI pllnmg empioyees Such forms help ensure that managers do
not use d|fferent criteri awhen evaluatl ng subordinates.

Bel ng appr oachabl e \ ,

Maﬁagers shOuId be approachable In an open-door policy managers alow their
subordinates to approachthem with any issue. For an open-door policy to be effective,

//you must be surethat you are both available and approachable.

Sometl mes managers cl a}m to have an open-door policy, but their subordinates do not
feel comfortable approa(:hl ng them. Thisis often because subordinates feel that their

managers euher won't be receptive to what they have to say, or might not keep it
N cOnfldentlaI
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Do it! B-1: Ensuring ethical behavior N\

Exercises

1 Identify the tactics that help facilitate ethical behavior in
A Set ethical departmental standards.

B Beapproachable.

C Arriveearly to work. /\\\\

D Lead by example.

E Hold meetings.

F  Setethical goals. ™~

G List ethical problems.

2 Discuss how you believeit isimpa
behavior.

prescribed date.

Discuss fs scenarlo frbm the étandp0| nt of a manager ensuring ethical behavior.

Tom not being approachable hés resultad in a problem for Jim. In the future, Tom should be
mcye”ap%oachableﬂe should also ny/i%old Jim accountable for the late invoice.

/ /
/ A~
/ / /D
/ / / AN
/ / >
/ /
/ Y, V
/ /
/ //
/ &/ p .
N
N4 / >
// /
/ /
/
/ /
'S /
N4
// -
/ N
// \\
/ \
/ \
/
‘ /
S~ /
/ / N\ /
/ ) T
/
/ ! / /
/ /
/ // //
4 v /
. — //
N ~ /
(\
N
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Explanation

Business Ethics

Ethical dilemmas of subordinates

As amanager, one of your dutiesis to solve the ethical problems brought to you by your
subordinates. Sometimes, these might be dilemmas for which you don’t have the "
authority to initiate change. In such situations, you'll need to consider blowmg the AN
whistle. During the whistle-blowing process, you should remember to remaln calm;- .
objective, specific, and focused on the dilemma, as well as avoid placi ng bI ame on :

others. \ N

\‘t

Here is aprocess you can use to help solve ethical problems brought to your“attentlon ‘
by subordinates: S \

1 Listen actively. ~__
Obtain further information. S T~
Explore possible solutions. ~/
Select the best solution. ol S S

Implement the solution.

Evaluate the decision’s effectiveness. .

o 01T~ WDN

Listening actively

When employees approach you with an ethlcal problem you shouid Itsten actively.
Active listening means, among other- thi ngs, asking. questl onsto clarify your
understanding of the issue. By aski ng questlons you show that you aren't taking the
issue lightly. "/

Also, be sure to document the meeting. Documentl ng both the issue and the steps you
decide to take to resolve it can serve as ewdence if. the issue eventually involves court
testimony. / A \

Obtaining further rnformatlon

Investigation W|H hel p you determine whether the issueislimited to your department or
involves the ehtl re organlzatlon If the issue involves the entire organization, you might
need to brlng itto the attentlon of otherdepartment heads, or even senior management.

Don't stop mvestlgan ng after gatherl ngprel iminary information. Gather as much
information as possible and beas thorough as you can. Remember that more
qumatlon WI Il help you to arrlve at the best decision.

/,Explor ing p03$| ble sol utions
After obtau ning |nformat|on explore your options. Decide whether the problem is one

you can solve or whetheryou need to take it to a higher level. If the issue is one you can

solve, list all possible solutions, and then list the consequences of each on the various
\stakehol dersi nvoI ved.

Selectmg the beSt solution
The best solutl on isthe one that makes the most sense financially and causes the least

/amount of harm to the stakehol ders.
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I mplementing the solution

/ \\\
Before you implement a solution, discussit with the stakehol ders. D'r scuss | both the
positive and negative aspects of the solution in order to prepare stakeholders N

If the stakeholders disagree with your proposed solution, find out why ahd then take
suitable action. Y our solution should be the one that prowdes the most benefit and Ieast
harm to your stakeholders. N\

\\

After agreeing with stakeholders on a solution, make alist of al tasksheca&ary in order
to implement it. Thislist might consist of new equment needed new erms tobe
produced, or arearrangement of staff prIOrItleS ~

- \\\
- \

Evaluating the decision’ s effectiveness .~/

To ensure that you solve the issue effectlve1y you muSt evaluate the suceess of the
solution. Does the solution really solve the probl em? Also, isthere anythr ng that needs
to be done to make the solution work better? If there areany modlifi cations that
significantly change the scope of the deC|S|on be sureto [ ntOrm the stakeholders about
them. A . /

Y ou should also revisit the i |ssue perroeraI Iy to be sure that the solution is working over
time. Ask the stakehol ders to tell you how they pereet ve the solution to be working.

Ethical dllemmas that don t Warrant action

Q If an employee approachesyou Wrth an |ssue that you don’t believe warrants action,
explain to her why you feel that way. At this poi nt, the employeeis likely to get upset.
Explain that yoUr reasons for hot takil ng action are not personal, and that you are willing
to look into the matter further. \

If after further investigation you st| Il feer that the issue doesn’t warrant action, explain
that to the empl oyee. Then, inform her that the next step would be to meet with your
superV|sor At isagood ideato attend this meeti ng to show that you care about the well
bemg of the organlzatl on as WeII asto explain why you did not take action.
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Do it! B-2: Handling ethical dilemmas brought by subordinates.
Exercises { \\\
1 Select and sequence the steps in solving ethical dilemmas of subordi nate \\\ \
employees. 2
Explore possible solutions Listen actively N \\\ AN
Implement the solution Obtain further informatioﬁ/ I \}\ \\\
Listen actively Explore possible so’(utiens - \ \\\}
Talk to senior manager Select the bes; solut|9n \ I - /
Obtain further information Implement/the SOJGE"?” / / VAN
B e o T e e Evaluate\iecmon S effecpfveness g //
Enact options // \\\ \ \\ /
N AN DN /
Select the best solution N NNV

2 Monica, a human resource mahager ret;ently Iearned that one of her employees,
Roger, would be laid off at the end of the quarter, arqu with a number of other
employees. She has been given StI’ICt orders not to inform anyone until the proper
time to avoid causi nga disturbance within the company. However, Monicais
concerned about Roger because heis m the process of buying an expensive house,
and the layoff mlght ruin him financial Iy She atso does not want to jeopardize her
future within the department /

Discuss how you/woqu hel p Monica solve thls ethical dilemma.

/

3 Watchfhe moweand theh dlS;:(&hOW the manager handled Shawna sissue.

/

Q Click the picture on

the slide to play the
movie. The manager listened aetlvely She a;ked questions to clarify the issue. She also took notes

mdteatlng that she was taking the ISSUE seriously. Finally, she told Shawna she would not
/ ‘use her rrame m?i{scussmns WlthJohn
Ask for student volunteers ¢ 4 )\Iaﬁrate aﬁ exymenceyoﬂ have had in which you evaluated the effectiveness of a
to share their experiences. /\ sol utlon to an ethical dilemma brought forth by a subordinate.

/
Vs
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Unit summary: Managerial ethics VAN

( AN

AN .
Topic A In this unit, you learned that managers should alwaystry to be ethlcal\because AN

subordinates |ook to their behavior asamodel. Y ou learned about thech acter\stlcs
that ethical managers should possess, which you can remember by using the ETHI bAL
acronym. Next, you learned about immoral, moral, and arnor al management, and \/
guidelines for maximizing profits ethically. Then youLearneH aboutthe types of
ethical human resour ce issues managers are Ilkely to face. \ \ ~/

Topic B Y ou learned how to ensur e ethical behavior andhow 1o solvethe ethlcal dllemmas of
subordinates. Then you learned how to handle ethlcakdllemmasthat you belleve don’t
warrant action. / / .

Review questions
1 Interms of ethics, what are the three types of mar)agers? /

Immoral, moral, and amoral AN AN N /

/ N .
/ \\\ \\ //
2 Defineimmoral managenfent AN \ /

A style of management |n/wh|ch all deC|5|ons arehased on&eﬁ‘wh motives and in which ethical
principles are absent. , AN AN

\ \

3 What are the two catégon& 01‘ amoral management’?

Intentional and unlntentlonal

\
N\

4 What are4deals’>

t\

Moral goals that |nd|V|duaIs contlnuaIIy strtve to uphold.

/ .
N /
/

5 Vvhat |san open door pollcy’> /

One in whlch managers permlt their subordinates to approach them with any and all issues.

/ 6 Ethtcat goalsshoutd be N , ,and

specmc obpctlve{ and measurable

— N
o N
// N \\ /
\ /
/ .
/
/ \\ /
// ) | /
S~ /
/ N /
/ / — Y
/ /
/ / /
/ /
/ /
/ Y, /
/
{ /
\\\ Vo /
AN (\\
. N
— AN AN
- AN N
p -
// N Ny N
/ \ N
/ \ AN
N
AN
/ — AN
/ 7N\ Y,
/ / ) >
/ < / /
/ . / Y.
/ \
4 V4 /
. {
. \\\\
N
AN AN
N
\ \/>
~ /
N /
AN
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Unethical behavior

Unit timeéo

_\
minutes
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Topic A: Recognizing unethical behavior
\ \\
Explanation As amanager, you can be held liable for your subordinates’ unethical behavior. YOu can
take a proactive approach to eliminating unethical behavior by recogn|2| ng its causeswn AN
the workplace. \
\ \
Sources of unethical behavior /L \‘\
Q The barriers to decision-making described by the SPECIFIC acronym accoum for the \
sources of some unethical behavior in the workplace: /N T \

e Pattern processing ~_/
o Externa influences / / R
e Cost/benefit analysis

e Integrity
e Fact gathering
e Instinct

e Consequences

Other sources include the followi ng
e Ignorance
» Lack of recognltlon by the manager
e Persond fi nanC|al burdens ‘

Ignorance

Ignoranceisa barr” ierto, ethlcal behaw or when you or your subordinates don’'t know all
you should about aatuatlon Asa result, you might not be able to recognize, diagnose,
or fix adllemma S S A

You should educate y0urself about your company and its current activities, goals,
vision, and val ues Train your empl oyees on these things as well.

N

Laek of rec0gn|t|on by manager

/Recognltl on byt management |san important form of reward for an employee. If a
manager “does notrecognlze an employee who needs recognition, the employee can
/ bet:ome frustrated, and m|ght behave unethically to gain the manager’ s attention.
" Although this attentl on rzould be negative, the employee would rather be recognized this
\\Way than not atall.

yd ” When an empI oyee behaves unethically, regardless of intent, follow your organization’s
’ dISCI phnary prOCedures To prevent employees from behaving poorly to get attention,
A pralse your. egbordl nates when they perform well.
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Per sonal financial burdens

When an employee does not earn enough money to cover personal expensesl he might
act unethically. This unethical behavior can have two objectives: to take revenge on the
organization, or to obtain enough money to cover their personal expenS&S \

As amanager, you might have the authority to determine salary levels for your
subordinates. It is unrealistic for managers to grant subordinates all the salary they
might want. Yet it isrealistic to pay employees asalary ba%don mdustry standards. If
your organization’s salary levels fall below such standards you can expect to encounter
unethical behavior. / \

\\\

Do it! A-1: Ildentifying sources of un/e‘thi(;al behavior

/ / p ~_ //’
Exercises S S \ =7
Answers might vary. 1 Which of thefollowing are possble sourC&Of unethlcal behavbor?
Encourage students to Vi
share their thoughts. A Palitical influences \\ <\ / /
/N AN N/ /
VRN N \/ /
B Persona financial burdens N ya
0 q </ \\\ \\\ / /
C Sleep deprivation AN D4
// \ \\ \\ \\\ //
D Ignorance L )
/ \\ \\\
Q Click the picture n 2 Watch the movie and then answer thequeﬁr ons that follow. In the movie,
the slide to play the Shawna, Roger, and Pam are seated in thecenference room, discussing areport on
movie. faulty dlSkS \

\
\

In the movre who exhlbltsunethl cal behavior? Substantiate your answer.
Pa,rn whddrd not consrder any consequences of her decision other than those that were
ﬂnancra’( N

/
// \\>

// Idehtlfy the sﬂurce of unethl cal behavior in this situation.
/ \ / 5

Pam’s cosﬂbenefrf analysfs
\\ /
Divide the class into three— 3 YQur mstructor wm divide the class into three groups. In your group, discuss the
groups, and assign each a AN |nd|cated source ‘of unethical behavior in the workplace, providing examples from
topic to dlscuss
r your experlenée
Ask a vo}unteer frOm eaoh ,,,i —

group, t0 summanze the/ Group A/ M gnorance

key points of the ./ /

discussion and share |~ . i ;

tem it the enire dass& Group B: Personal financial burdens

/ \ \;Group C: Lack of recognition by manager
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Prevent unethical behavior

Explanation Here are the four common methods for recognizing and preventing unethical behawor N\
among your subordinates:

Q » Observation
* Noting secretive behavior
* Establishing internal controls N\
« Mandating vacation time . \

Observation T

The easiest and most direct way to find out whether asubordl nate is actl ng unethically
is through observation. Observation means watching an employee ;:areful ly in order to
catch her in an unethical act. When you find an ernployee ac:tl ng unethrcally tell her

what you’ ve observed, and insist that she stop |mmed|ately Then foH ow y0ur

company’ s discipline procedures. . /

Observation is not a simple task. Employees are not Ilkely to engage in unethl caI
behavior when they realize that you are Watchl ng. If you suspect unethical ‘behavior,
you will need to find ways to observe your employees W|thout them knowl ng.

Noting secr etive behavior

Signs of secrecy include closed offlce doors \an empI oyee avoi dmg contact with you,
and conversation ceasing when you enter the Work area. ’

After having observed secretive behawor you should call the empl oyeeinto your office,
and tell him what you’ ve observed. Then ask the empl oyee why his behavior has
changed. Depending on: the answer, you should dlscrpl ine the employee appropriately,
help resolve thei Issue, ‘or. stay out-of the situation |f it doesn’t pose athreat to the

organi zation. / /

Establlshlng |nternai controls

Most companles have establlshed busr n&s processes within each department. If your
department. operates accordl ng toproceeses establish internal controls. Internal controls
allocate parts or sections of. theprocees to different employees. By establishing internal
controls, you makelt difficult for empl oyeesto indulge in unethical behavior, such as
empezzl ing and steali ing supplles

/1:or example suppose you managethe inventory department. Y our department’s
responsr bl litiesinclude fi Hing out purchase orders and ordering, receiving, stocking, and
" rotatinginventory. By escabllshl ng internal controls to specify that different employees
 monitor andflouble-check inventory, you can eliminate the possibility of unethical
\mventory management by one employee.

\ M andatlng vacatlon time

“ Another Way to protect your department from the unethical behavior isto mandate that
sall employees take a specified period of vacation. When an employee is on vacation,

o /" have a substitute perform her job responsibilities. This substitute will be in a position to
< identify any mistakes or irregularities.

\Another reason for mandating vacation time is that employees periodically need time
aWay from work. Stressisamajor contributor to unethical behavior, and vacations are a
~_/good means to relieve some of that stress.
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Do it! A-2: Preventing unethical behavior AN

Exercises

1 Which of the following actions can help you to recognizeand prevent unethical
behavior?

A Establish internal controls

B Hireaprivate detective

C Note secretive behavior

D Useundercover surveillance

E Mandate vacation time
Encourage students to 2 Which method of recognizing and preventi
share their views. be most effective? Discuss.

3 What are some of the adv

» By allocating parts or sections of the process ployees, you establish clear
accountability.
e Internal controls event\lneth
process. \
\\ \\\ \\J//
I~ \\ \
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Topic B:

Explanation

Ending unethical behavior

When you know an employee has acted unethically, you must intervene and stop the
unethical behavior immediately. Managers are a so responsible for encourégl ng-ethi caj

behavior in the workplace.
\

\\ \ ~—

Intervention meeting /L

An intervention meeting is often the right way to address unethrcal behavior. Here are\
eight steps that you can follow to have a successful mterventron meetl ng

1 Document the behavior. ya ~_
Schedule a meeting. ~_ \
Build rapport. oSS S

Explain the unethical behavior.

Convey conseguences.

Exercise disciplinary action.

Share in the resolution responsi b| Irty

Follow up and evaluate.

00N Ol WNDN

Documenting the behavior

When you first become aware of an empl oyee 'S unethrcal behavror you should
document it. In the documentation, you should include the date and the time the
unethical behavior occurred as well as thenature of the behavior and any other relevant
information. 2 \

Scheduling a meetmg h

When you notice'; an empl oyee acting unethl ca Iy you should schedule a private meeting
to discuss the behavror If you addreﬁ the employee in the presence of others, heis
likely to be embarrassed and uhreceptlve to your feedback. Find an office or conference
room that offers sufficient prlvacy If you ‘have to walk any distance to get to the
location, try 'to tal k casuaHy wr;h the employee along the way. Thiswill help to put him
at ease. N

e N
Burldrng rapport

///Befﬂre you speakfo the emponee about the unethical behavior, spend afew moments

relatr ngfo her in casual conversatr on. For example, ask the employee how the day is
going or whether she haS any plans for the weekend. Building a rapport with the

\\\\\\employee helps to put her at ease and fosters receptivity to your feedback. It's important

not to seem disi ngenuous however.

Kk\Eprar mng the unethlcal behavior

,Next explal n that you called the meeting to discuss a specific issue involving the
/ employee. Be clear what the issueis, why it is an issue, and when it started. Y ou can

also offer advice on how to handle such issuesin the future.
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Conveying consequences

AN

Next, explain the consequences of the unethical behavior. Inform the empI byee of any
major problems he has caused. If the employee understands the consequenceéof his
actions, he might not engage in it in the future. I~ AN \

AN
Although you should maintain a professional demeanor, you can also express your
concern for the employee' s well being. For example, you could tell the employee that\ N
you are worried about his reputation with co-workers, or that hisfailureto turn in \‘
reports on time could prevent others from completi ngfherr work\ N\
4 ~A N\

Exercising disciplinary action A \

Review your company’s policy regarding dlscrpllne for aspecrfrc unethlcal actron and
then follow through with the disciplinary prOcedure By bei ng consistent and objective,
you set an example of how unethical |ssuéSW|II be handled in thefuture

AN
AN ,/

Sharingin theresolution responsrbﬁllty

Although it isimperative that the empl oyee accept responsr b| I |tyTor his own behavior,
you, as the manager, are responsr ble for faci li itati ing the sol uti Qn Assure the employee
that you want to work together to rwolvethe issue. Work| ng ‘together will make the

employee more receptlve to the sol utlon N

Following up and evaruatlng

After deciding on a resol utlon you should Wart for an appropriate time before
evaluating its effectiveness. Dur| ng this period, you should observe the employee’s
behavior as mc()nspr cuously 35 possible. Note any changes that he has made to correct
his behavior, ‘and be aware of any acti Ons that are still having a negative effect on the
employeeand your department. When eval uating, you should meet with the employee
to determi newhether the problem has been resolved or whether further corrective action
is needed / X :
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Do it! B-1: Conducting an intervention meeting N\

Exercises \

1 Identify and sequence the steps to be followed in an intervention meeting. \

Convey consequences Document the behavior \
Build rapport Schedule a meeti/ny\ ~_ \\ -

~
Document the behavior Build rapport

Schedule a meeting Explain the unethical behawmk\\ /

Share in the resolution responsibility Convey con

Explain the unethical behavior

Inform others

Follow up and evaluate

L eave intervention options op

Exercise disciplinary action \
Use this scenario as a 2 Asadistrict sales manager, you'll péKtICI pate in an intervention meeting with

S;Siz iﬁ;?fﬁé’jﬂ%%me Paul, an experienced account executive on your team. It has recently come to your
P attention that isfasifyi ng asdescall rep7>~ to improve the perception of his

followed during an o
intervention meeting. productivity. §

What steps'woul to end Paul’ s unethical behavior?
/ </ // g a N
\\v/ / / \/\/
// ///
o/ !
) L/
y g \
/// \
TN ‘ / /
N\ /
g /) —
/ / )
y // /
</\ / B //
N (\” /
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Encouraging ethical behavior \
Explanation Managers are also responsible for encouraging ethical behavior and&dlscouragl ng
unethical behavior. Here are three approaches you can use to do so \ \
Q + Reward employees. /T \\ \
+ Discipline employees. { ™~ \
» Encourage the acceptance of responsibility. N \ AN
Rewar ding employees ~\ \ \

Provide rewards to employees who perform well. Examples of rewards |ncI ude raises,
promotions, recognition, time off, and awards ~

It'simportant to realize that some reward systems can actual ly encourageunethlcal
behavior. To avoid this, ask yourself andyour aaff whether the goals outlined by the
system can be attained ethically. D4

Disciplining employees

Although disciplining empl oyeés |sn ttun |t |Ssomet|mes necassery to prevent
unacceptable practices at work The key to. dISCI phnl ng subordl natesis to be consistent,
objective, and fair. NN N N

For example, suppose & new emm oyee was accused of sexual harassment and
suspended six months ago. Now, an ernpl oyee who, has worked for the company for 15
yearsis accused of sexualty harassmg a co-worker The disciplinary procedure used for
this employee shoul d be cons| stent Wlth that used in the previous instance.

Encour agi ng the acceptance of r&pons bility

Often, when an empl oyee approaches amanager with an ethical dilemma, the manager

assumes the r%pons bility toresolve it. By not sharing that responsibility, the manager

sends a messagethat the employee isn’t necessarily in control of his own ethical

Situation: As & r%ult the empl oyee might be more likely to engage in unethical
/behaler in the future

\\To encourage ethl cal’ behaw or you should assign responsibility to employees and
permlt them to retain respons bility when ethical issues occur. When an employee
approaches you with an ethical issue, encourage the employee to help you resolve it. By

permitting subordi nates to take responsibility for their actions, you encourage them to
make ethlcal dem sions and choices.
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Do it! B-2: Promoting ethical behavior

Exercises

1 ldentify approaches you can take to encourage ethical behavior.
A Rewarding employees
B Being approachable
C Encouraging the acceptance of responsibility
D Evauating employees

2 What are the keys to disciplining employees?
» Consistency
e Objectivity

e Fairness

3 can sometimes

Poorly designed reward systems

4 Why isit important to permit
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Unit summary: Unethical behavior

Topic A In this unit, you learned about the sour ces of unethical behavior. Youlearnedthat they
arebarriersin decision-making. You also learned that i |gnorance lackcf recognltlon
by managers, and personal financial burdens are addltlonal sources of unethical N
behavior. Then, you learned about several methods for recognlzmg and preventlng

unethical behavior. ~ . \

Topic B Y ou learned that when an employee has acted unethlcally it s*nec\eseary to mtervene
and stop the unethical act immediately. Y ou also Iearned how to conduct an
intervention meeting to accomplish this. Flnalty you learned several approachesfor
encouraging ethical behavior, including rewardlng,employees dtSCIplInlng
employees, and encour aging the acceptance of respansbll ity. ~

<
N/

Review questions

1 What are the two possible ob}ectlveﬁ of unethlcal behawor due to personal financial
burden? y .

To take revenge on the organrzatlon and to obtaln mohey to cover personal expenses.

AN
\\

2 What are some of the Slghs of secretlve behawor in the workplace?

¢ Closed office doors
. Employees av0|d|ng contact W|th others
. Employees ceasmg converSIon when others enter

3 Identlty three approaches to promotmg ethical behavior.

Reward employees

- DtSCIpllné emptoyees

. EncOurage the accfeptance of responsibility

4 Being \ , and when disciplining,
o beneflts the ent| re department by setting an example for handling unethical
/ behawor

‘ conS|stent bblectlve fair

/ 5 What |sthef|nal step in an intervention meeting?
rrr»,A,,,,Dgeument the behavior.

B Convey consequences.
/C Follow up and evauate.

o)) D Exercisedisciplinary action.
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Unit 5

Organizational ethics /

/ ~ \ .
Unit tlme 0 mlnu‘tés \

\

Compl;t/e thi ?Jnlt anttyou II know%ow to:

A ent| th n@ roganlzatlonal ethics
/ andtﬁe}yp& ethi *swesthat arisein

vanousfun%gk
mote and maintain ethical principlesin
s ne§
<\

Devel 0 corporate code of ethics and
e&ecute internal audit.
\ \D Identify types of corporate social

/" responsibilities and handle conflictsin
. responsibilities when they arise.

N\
N\
N\
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Topic A: Organizational ethics basics

Explanation Problems arise when a business focuses on profit without consideration of other eftects
on the organization’ s stakeholders, including customers, empl oyees, mvestors !
suppliers, and society at large. Theideal goal for businesses should be to maX|m|ze‘ ~\
profits without compromising the well being of stakeholders. One way to ensurethisis
to enforce ethical behavior within the organization’ svarlousfunctl onal areas \

~
~
~_ \L
\\

Importance of ethics in organizations

Q Although businesses should act ethically for the sake of |mprOV| ng SOCI ety there are
several other incentives to do so. y /N §

For example, businesses rely heavily on the perceptlon that they are actl ng with
goodwill when marketing products and services. If/ acorporatlon conducts busir ness
unethically, consumers will take notice, and profltsm|ght suffer. On theother hand an
ethical organization builds trust among the publlc \ N/ /

Another incentive for acting ethically i nvolves government tnteract|ons Wrth businesses.
When an organization that has protected the environment and actedin the best interest
of the community, the government is Ilkely to be more Ientent with the organi zation.

In addition, employees and sharehotders take not| ceof an organizatl on’s unethical
activities. When an organization is htghly ethical, it will hire and retain ethical
employees. Shareholders also benefit from an ethical organrzatron Inthelong run, a
socially responsible organization is I|kely to be more profitable. When a company is
socially irresponsible, its investors might drvest in the fear that stock prices will
plummet due to adamaged public reputation..

Do it! A-1: Dlscussmg the need for organlzatlonal ethics

/ / N
AN

Exercises ~ N

/

Ask a few students to 1 What isthe |deal goal of busr ness’>
share their answers. / /

MaX|m|2|ngprof|ts Wlthout cor‘npromrémg the well being of all stakeholders.

Answers might vary. Z What are the pOSttlve effects When organizations act ethically?
“ . tncreaséd proflts w/
S IDecreased fines and Iegal expenses

/

. Increased good wm
RN N 3 Why do mve;tors divest when organizations act unethically?

\ Outof fear that stock prices will plummet.
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Functional area ethics

Explanation Functional area ethics focus on specific ethical guidelinesfor varrousfunctlpns within a
company. All functional areas within an organization should establish. ethical standards.
Y ou can break down the functional areas into the following fl\/e caIegorres \

Q ¢ Human resources
» Accounting

\

« Marketing
o  Other //\ ~_ - \

Human resour ces

Human resources issues result from employe% Workr ng together .and are by far the
largest category of ethical dilemmas. The categerr% of human resource issuesinclude
discrimination, performance appralsals and sexual harassment

Accounting

Accounting isvital to any company S success It prevr des |mportant financia
information on which decrér ons are based. A compan)f sfinancial statements also
inform investors, the government and tax collectors about the state of the organization.
Examples of unethical behavror in accounti ing incl ude falsified financial statements,
bribery, and embezz| ement To he{p guide the accountr ng process, professional
accounting firms have developed principles that all organizations should follow. These
principles emphasr ze honesty, mtegrrty consistency, and accuracy.

Finance

Thefi nance functl on of acoempany has several responsibilities. These include
forecastl ng. and plannl ng, investingin financial markets, investing in assets, dealing
with rrskssuch as natural disasters and fluctuating securities prices, and ensuring that
/the company operates in the most efficient manner.

<’;Common eth|cal ISSUESIn fmancelncl ude insider trading, illegal stock transactions,
mﬂated frnancral mformatr on, and embezzled company profits. To prevent unethical
_— \frnance behavior, organrzatrons must establish and uphold standards such as
y / emphasr zing honesty, and not inflating financial information. Corporations should
o maintain strOng dISCI plinary procedures for employees who engage in criminal behavior
/) relatedtothe organrzatr on’s finances.

Marketlng

<\\The marketl ng function of a business involves product pricing, information, advertising,
and\research It isthe responsibility of the marketing department of an organization to
guide its products to the consumers.

TN \\I/here are several ethical issues affecting corporations’ marketing divisions. These
include unfair product pricing, misleading product information, false advertising,
skewed research results, kickbacks, and bribery.

To curb unethical marketing practices, the American Marketing Association has
developed a code of ethics called, “Professional Codes of Conduct in Marketing and
Information Systems.” This code stresses honesty and fairness, accepting responsibility
for consequences, and product safety.
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Other functional areas

Other functional areas within an organization include information systems, productr on, \
maintenance, and purchasing. Employeesin all of these areas must act ethically tQ
ensure overall organization ethicality. For example, information systems departments :
must maintain confidentiality among all stakeholders. Maintenance departments must
dispose of toxic waste in a manner that does not harm the environment.- Productron
departments must take quality control measures to ensure that products are safe and of

the highest quality. /™~ \ N
Do it! A-2: Discussing functional area ethics h
Exercises awy s /

1 What are the responsibilities of the finance functron of a co/mpan\7

» Forecasting and planning </ \ v / VAR
/ /
« Investing in financial markets \\\ /S
N N N va /
e Investing in assets VAR \\ /

Dealing with risks such as natural drsgsters and fluctuatlng sequrltles [y/ces

N \
Ensuring that the company operatésm thehost efﬁmenﬁnanner

2 Match the categories of functlonal areaethlcs w‘th the ethi cal issues most likely to
affect each: human resources, accountr ng, f| nance, markeﬁ ng, and maintenance.

\

Unfair product prici ng ‘and bri bery Marketing

N\
\ \
N\

Discrimination and performance apprarsals » Human resources
\ /

Falsified frnancral statements and embezzlrng/ Accounting

/
Insider t /édrng/and )/tegal ﬁock transactions ~ Finance
7 /" N
Drspéqng of toxmwasfes / / Maintenance
/

3 How can\youpevent unethrcaHmancral behavior?

Establish and upholdstandards such as emphasizing honesty and not inflating financial
/nformatlon It's also mpcrtaﬁtt to maintain strong disciplinary procedures.

//
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Topic B: Ethical principles

\\

Explanation Ethical principles established in organizations help to promote ¢ ethrcal behavi or\
However, merely establishing the principlesisn’t sufficient. It sdso nec&sary to
continually work to uphold such principles. N

\\

N\ N\

Principles of highly ethical organlzatrons \ p
Highly ethical organizations establish clear ethical prrncr ples and gurdelrneﬁ The X
ETHICS acronym describes a set of guidelines you can use to promote ethroal behavior:
Q » Environmentally sound business practrces ~__ ’

» Transmission of purpose VR

» Honesty and fairness

» Individua responsibility .

* Commitment to a better soci ety N

» Supreme stakeholder i ! nvolvement

Environmentally sound bus nesspractrces

Businesses have an ethrcal respons brhty to protect the environment. To ensure that
businesses uphold this responsi bility, the government has established several laws and
regulations. These include the fol Iowr ng:

» Clean Air Acts of 1970 and 1990. Thwe acts promote clean air by limiting
urban smog, acid rain, and gas emissions. They attempt to prevent respiratory
probtems and other negative con%quences to society.

. Water Pollution Control Act of 1972: This act promotes clean waterways and
dr scourages disposal of toxic waste into waterways.

- Peﬁtr ci de Control Act of 1972: This act limits the use of dangerous pesticides
/that mrght pOntammate groundwater.

. \Hazar dous M ater |a[s Transport Act of 1974: This act regulates the
transportatron and di sposal of hazardous waste.

ya \‘Transmtsson of purpose

A pusr ness should ;:ommunr cate its purpose clearly to al stakeholders. An
yan organization’s purpose establishes its goals and beliefs. By communicating its purpose
~/ toits stakeholders the organization helps to ensure that the purpose is carried out in the
most ethical manner possible. Y our organization’s purpose should be included in
< statements'of your mission, vision, and core values.

e AN Honesty and fair ness

o Ethi’cal organizations should be honest and fair in all business activities, including
yaun / “employment, product pricing, financial reporting, and profit distribution. For example,
if asituation arises in which a company has been made aware of a serious product saf ety

issue, the company should inform consumers of the issue and attempt to correct it.
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Individual responsibility N
/ AN
It takes individuals to operate a company. As aresult, an organization must haveethlcal\
individual employeesin order to be ethical asawhole. \\ \
\

For example, suppose you are aware that the chief financial officer is engaged in |Ilegal N\
investment strategies. The CFO is not likely to report thisto the authorl';ree It would be N\
your responsibility to report the behavior to the appropriate parties. \ N\

. \ \\ ~_ ) //‘
Commitment to a better society / ~ \ \

Although contributing to charitable organizations and other calees decreases &oﬂt \\
such behavior will benefit the company by doing good for soci ety asawhole Such N\
benefits include an improved reputation and, eventually, |ncreased proflts ~_

For example, assume you are an executive of an mvestment fr’rm that |slocated near a’
business university. By making charitable contri butuons to, the unlversrfcy S fmance
department, you'll help studentsto receive a better education. Such studenfs mlght well
eventually make excellent employees who contri bUte to the company S profltabl lity.

Supreme stakeholder involvement / AR )
An organization’s stakeholders consist of mvestors customers employees suppliers,
and society in general, whereas an organlzatlon s shareholders include only its
investors. Businesses that weigh corrsequences among al stakehol derstend to act more
responsibly than those that consi der\consequenceﬁ only to sharehol ders. It'sdifficult to
bal ance these consequences because some actlons will benefl t one stakeholder group

while harming another. N
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Do it! B-1: Discussing ethical principles of organizations
// \\\
Exercises Q \
1 ldentify the guidelines for promoting ethical behavior |n busmess é({[IVItIeS\
N
Transmission of purpose Enwronrnentally sound busmess AN
practices \ \ N \
Honesty and fairness in business activities A N :
Transmlssu)n\af purpOse ~
Commitment to better employee benefits N & \
Vs Honesty and fairness in busmess
Setting departmental standards / abt'v'“es ™~
Environmentally sound business praétl ces’ / l/nd'v du I res??ns'b'lw
. -/ ./ co tment to a better societ
Commitment to a better society mm' Y, Lpetier society
. - N N Supreme stakeﬁolder involvement
Individual responsi b|||ty VRN N )
Supreme stakehol der mvolvement \\ N /
/ \ \\ \\\ //
Encourage a discussion of | 2 Y ou are the sales dit rector of Icon Internatlonal s hardware and software division.
thdis dZﬁﬁgg on thrimoﬂn The company has been advertising an introductory special on the DTOL, a
gthical behavigr in g personal computer scheduled to be avada@lefo consumers in time for the holiday
business activities. salesrush. Dueto recent del ays in the overseas shipping of some components,
various unlts will not be aval il abie by the promised time.

DISCI,JSS whether you should announce thisto the public, thereby losing or
detérnng sales, or pre-sell the unus and deal with potentially dissatisfied
customers when the product cannot be delivered on time.

/
/ / /\\

Identify other laws that /3 Lls( some Iaws and [egul ations established by the government to protect the
can be added to the list. / eﬂ\ll r cmmer)t“ //

>
)
/

\ Answers mlght mclude/

Ve o N . \Clean A|r Acts oj 1970 and 1990

\

u‘ o WaterPoIIutlon Control Act of 1972
) Jo= Pesnudei?ontrolActof 1972

. Haza;dous Materials Transport of 1974
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Explanation

=

Business Ethics

Maintaining ethical principles

Although ethical principles seem good in theory, the only way to benefit from havr ng
such principlesisto continually uphold them. The methods described by the LEAD
acronym can help you maintain ethical principlesin the workplace: s \

« Lead by example. T\
» Exercise an open-door policy. S
« Actively listen. VN N /

«  Decipher feedback. / \

L ead by example

A new stakeholder will figure out the company’ s culture’ ba%d Iargely upon the actlons
of other stakeholders. Therefore, it'simportant to bealrvr ng example of ethical
behavior. As a high-level manager, you need to be aware that yOur actr ons havea large
impact on your organization’s corporate culture. . /

Exer cise an open-door palicy

When you manage an organization, it's |mportant for you to be approachable and
maintain an open-door policy. To havean effectrve open- door pohcy you should be
approachable aswell asavailable. = N N

Actively listen

When stakehol ders approach you Wrth an ethrcal problem you should actively listen.
Ask questionsto clarify the issue-and to convey that you don't take it lightly.

Y ou should document all such meeti ngs and their content Documenting the issue and
the stepstakento resol vel it can-serve as evidence i na court of law, should such
evidence become necessary

Decipher feedback

Y ou must respond drrectly to the feedback you receive for it to be beneficial to your
firm. By respondr ng di rectly to those who give you -feedback, you convey that you take
their input senously and that ethrcal |s'3ues are important to you and your organization.

If your responseﬁ to teedback don’t satlsfy your stakeholders, you should explain why
you responded that way, and tell them that you're willing to look into the manner

/further J

Another reason to respond approprrately isthat the person might already have told
othersin the organrzatlonal chain of command about the issue. Y ou might be her last

resort before reporting the issue publicly. Consider discussing the issue with othersto
\ensure that yod\ make the best decision.
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Do it! B-2: Upholding ethical principles ya

Exercises

represented by the “E” in the LEAD acronym?
A Environmentally sound business practices
B Exercise an open-door policy
C Establish acode of ethics
D Evauateissues
2 Why isit important to maintain an op
organization?
To make stakeholders feel comfortal

Encourage students to
share examples from their
own experiences.

3 The best way to ensure ethi
of ethicality. Discuss.
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Topic C: Ethical safeguards

Explanation A corporate code of ethicsis aformal statement that defines a company’s ethi caI
standards for all activities. The code should consist of broad ideals, such as bemg
honest, as well as specific guidelines, such as sexual harassment policies and
conseguences for specific ethical behavior. N\

Developing a code of ethicsisimportant not only because it will promote ethl caI
behavior throughout the organization, but also because it can also help reduce !
organizational liability in acourt of law. .

Another way to provide an ethical safeguard isto conduct, an mternal ethlcal auditto
ensure that the code of ethics is being upheld throughout the organlzanon Such an
ethical audit must be performed regularly to be effectwe S

Corporate codes of ethics \ ) ) )
To develop and enact a corporate code of etmcs you can foI low thesteps repr&eented by
the DEVELOP acronym: y N N /

Q 1 Determine apurpose.

Establish a committee. ) \

Verify existing principles and codes

Emphasize clarity. : A

L aunch the code.

Obtain feedback. | \

Pursue resol utlon to negatlve feedback

N o Ok 0N

Determining a purpose

Y ou might be establ [ shl ng a code of ethics because your organization is expanding and
formal codes are now needed Or you might be doing so because scandal ous behavior
has occurred withir nyour organlzatlon smdustry and you want to prevent such unethical
behavior from occurring myour firm.

Whatever the| reason bei ng clear about your purpose will help you to evaluate the
effectl VeNess. of the code /

/Estabhshl nga code of ethlcs commlttee

A COde of ethics commlttee isagroup of stakeholders whose job isto develop,
_ maintain, and evaluate an ‘organization’s code of ethics. The committee should be
- diverse, incl uding employees, managers, customers, suppliers, and any other affected
o \partl es. Thisdi versity will help you to create a code that is relevant to the entire
e AN company, and not just to specific stakeholders.

P After %tabl\lsbmg members of the committee, you should schedul e regular meetings and
’ ) also meet whenever the need arises. The primary task of the committeeisto create the
/ code. Later, meetings will consist of discussing important ethical issues, violations of
V /" the code of ethics, and resolutions to ethical issues that arise.
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Verifying existing principles and codes

The committee should begin by verifying and reviewing all existing prl nC| pl% and
codes. Whether implied or explicit, existing principles and codes can serve asgmdel ines
for new principles and codes. o \

\\

For example, suppose that in the past, your organization used quallty customer sethce

as away to boost market share. By acknowledging this pnnm ple, you'll be ableto apply

it to other departments, aswell as to further devel op the qual |ty of cUstomer service.
\ /

~ N\
- \

Emphasizing clarity in the code N\

\

Next, the committee should develop new codes. t Sessentlal that these codes be written
clearly in aformat that all stakeholders can understand Av0|dthe use of Iegal jargon
and be as specific as possible. / /N

Launching the code

After the code is written, develop a process to mformall empl oyees about it. One
method is to hold a company seminar with all employees and affected stakeholders.
Such seminars emphasize top management s commitment to the code and the
importance of all stakeholders’ adherence. Dunng the semi nar be sure to both review
ethical standards and streﬁsthe dtSCI pI inary oonsequences of not followi ng the code.

When you hire new empf oyees, present them Wlth -acode of ethics prior to employment.
It should be mandatory for new empl oyeesto read the code. Thisis how you can ensure
that they know what is expected of them in terms of ethical behavior.

Obtaining feedback

After the code has been Iaunched you should ask for stakeholders' feedback onits
effectiveness. Clearly, you should seek feedback from the code of ethics committee. But
you should also solicit feedback from as many other stakeholders as possible.

When revtewmg the feedback, look for overlooked negative consequences and
suggested add‘ itions: 'Y ou can gather the feedback through small group meetings,
/surveys, quectlonnal reﬁ, andday to-day observation.

\Pursumg resolutlon to negatlvefeedback

yd ~ You mrght need to consl der adding regulations or modifying the existing code. Y ou
should also remain open to suggestions and continually update the code to keep it
—~ reI evant and uSefut

/

/
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Do it! C-1: Developing a corporate code of ethics
Exercises \
1 Identify the final step in developing and enacting a corporate code of ethics.
A Determine a purpose. /a
B Pursue resolution to negative feedback. N \\ N )
C Emphasize clarity when writing the codes. / N \\\ \\ \
D  Launch the code. . ~ AN
/ \» ~_ \\

2 Read this scenario and then answer the question tha}v{ollost.. Valerieand Phyllis, /
managers at |con International, are discussing th;ﬁomp}':lr{y’ sx;/o?%of ethics.

/ / A

Valerie: With the recent ethical issues our/c/ompeﬁtmﬂ isf9e|/ ng,yél liketo
look at our current code of ethics. <\\ / / //

AN / /
Phyllis: You'reright, Vaerie. We ;éﬂwleed%m\ake sure that our employees
understand the importance of ethiéal behavior. Our competition is facing alot
of bad publicity that could have been prevented had they trai péd their
employees correctly on con;fmér\ seﬁfrqe issues fﬁam\the beginning.

{ N\

Valerie: Exactly. In future meeti ngs,I'd Iike\o\see us develop more structured
procedures on customer safety and Cl)s\tomer service as well as evaluating
guidelines for our employees o\n\ghese ISsues.

\
N\

/ —_ \
What is the purpose behind this discussion?

ANl T )
Modify their compén}s?code of ethics based on recﬁnt ethical issues encountered by their
competition. / T~/

/ &N
// AN
3 What is /%odgﬁf ethics committee?

C
// <\\ / // / \
A group of stakeholders )Mﬁos?pﬁrpose/?s to develop, maintain, and evaluate an
/
. /

organization’s code of ethics
g “0\ éf\/ >,
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Internal ethical audits

Explanation Aninternal ethical audit evaluates an organization’s use of ethics |n both formal and
informal business systems. Formal business systems include your organl zation's
specific structure, strategies, policies, and decision-making processes. Intormal bus ness
systems include your company’ s language, routines, norms, and values. N

To execute an internal ethical audit, you can follow the stepsln the AUDIT acronym N

Q 1 Analyze your organizational purpose. N\ N

Underscore weaknesses, L

Determine aplan.

I mplement the plan.

Track your progress.

\.

\\
~\

a b~ wWwDN

Analyzing your organizational purpose

Y our organizational purpose should be foundin your organrzatr on’ s statements of
mission, vision, and core values, as well aStn your code of ethlcs Y our analysis should
include feedback from all stakeholders, incl udmg employees customers, shareholders,
suppliers, and the community: To get thlsteedback you can’ conduct interviews and
surveys, aswell as observe mteractl ons betWeen stakehol ders. There are several
questions you should ask’ your. stakehol ders: .

* Isintegrity emphas zed for al employees”

» Doesthe organi zat}on consi der the consequenc& of all stakeholders when

making decisions? . \

* Do all employees take responstbl lity for their actions?

« Do managers employ an open- door policy?

. /loesthe company havea corporate code of ethicsthat is consistently upheld?

- Isthere atormal company process for whistle-blowing?

. Are drsm pI| nary proceduresfarr objective, and consistent?

~<<Under sc0r [ ng Weaknom

Determl ne Where the organl zation's ethical weaknesses lie and consider ways in which
“they mrght be elimi nated Look for areas within your organization’s mission statement,

val ues, and. core values that don’t meet the ethical standards you want to uphold.
t

h Deterrnmtng a plan

Determine a/plan to eliminate the weaknesses you discover. Thefirst step isto consider
~~your-options, which you can do through brainstorming with stakeholders.

PN “The second step is to consider the consequences of each option. Be sure to involve all
) stakeholders because they might be aware of negative conseguences you are not. Based
ugon this, you can then determine the best plan to follow.
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Implementing the plan AN

Determine what needs to be accomplished for the plan to be a success. You mi ght neec}\
to assign or reassign responsibilities, develop new forms, or purchase new equ?nsnt \

N\
Tracking your progress T~ \\\ \\
After implementing the plan, you need to develop a process to track its progress. Set N\
landmarks at which you will objectively evaluate the progress. It's also aqood |deato . /
hold evaluation meetings on aregular basis. /N \ \
zf/; ~ \k \\\ /
Other ethical safeguards /“\\ T~ \\

of other practices that organizations can institute to en;sure etH cal Jbehavior. Some of
these practices include the following: / / / VAN

» Ethicsofficers. These people are respons&bl efor oversea ng the code of éthl cs
and ensuring that it is upheld. AN < / /

» Ethicshotlines. An ethics hotline must gLLaranteéenpl oyees confldentlallty
while aerting appropriate persons: of ethical i issues. \\ /

« Ethics ombudspersons. These are medlators between enﬁpLoyées and their
supervisors. They encourage the reportmg of any unéthlcal behavior in the
workplace. Thisis useful when employees f’md it dlfflcuit to report ethical issues

In addition to a code of ethics and internal ethical audltlng proc&s m}; a;é\anumber

\
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Do it! C-2: Performing an internal ethical audit
Exercises \

1 is an evaluation of an organization’s use of ethics in both formal
and informal business systems.
An internal ethical audit \\ >~

2 List the steps of aninternal ethical audit. (Ren)%ber tﬁeA\@lT ehronym) 4

1 Analyze your organizational purpose. /A\ \\\\ \\

2 Underscore weaknesses. // /> \\\\\\\ //

3 Determine a plan. // // @ ~/

4 Implement the plan. / Y SN

5 Track your progress. < N / >

. / V
Identify other questions 3 What are some of the quegiéﬁsyou c&‘r@ stakeh IderS/h order to analyze the
|ti26ti,t can be added to the organizational purpose? / \\ N y
- . \\ Y . //
Answers might include:” \ \\ G N/

e s integrity emphésued for aII employees of the (ﬁ};amzatlon’)

» Does the organlzatlon con3|der the consequengés of all stakeholders when making
decisions? \. \
Ve
e Doall mployees take responsmmty for their actions?

e Do rﬁanagers employ an open -door @)Ilcw

ocgdne company have a corporaﬂa code of ethics that is continually followed and
4 uphe’(d’7 /

\

/ . ISth /eafo@al company process for whistle-blowing?

A
Vi

. \Ar;z/ dlscm’I/ne p/ocedhrgs fair, objective, and consistent?

VL Identify %vhwd/of thefoIIOW| ng are formal and which are informal business

— stems.
/// \\ Sy\ /
““ Norm?an\d values Informal
/ Leaderéb?b and structure Formal
PS4 .
- Strategiesand policies Formal
e > \\\\\ \\ .
Va N \\J_ anguages and routines Informal
Y \\\ /

NOT FOR PRINTING OR INSTRUCTIONAL USE



5-16 Business Ethics

Topic D: Corporate social responsibilities

Explanation Social responsibility, in a corporate sense, means considering the impact of busr ne&;
activities on the entire society. Socially responsible organizations are accountable for \
their actions and are expected to correct any damage they do to society., ‘Sometimes,
there is a clash between the goal of maximization of profits and social responsr bility.

When such a clash occurs, management has to balance these costs tQ create the greatest
benefits for all stakeholders. ~\ N

~
\\
A\

Types of corporate social responsrbllltles

You can look at corporate social responsibility as falli ng i nto four categorles

Q * Legd

e Economic
» FEthicd
e Charitable

Legal responsibilities

It'simportant that every member of your organr zation obeys the Iaw When an
employee performs an illegal act while on the job, the entire organization might be
liable. Thissituationis especrallytruefor federal crimes, incl ud’ngfraud improper
disposal of environmental waste, and money Iaunderrng In 1996, companies were fined
as much as $25 million for federal offenSes by |nd|vr dual employees.

These fines were |mposed in part, because the companres didn’t have formal legal
compliance systems. To ensure that your corporatr oncomplies with the law and is
protected from mdryrduat illegal activities, you must establish such a compliance
system. Thisisthe responsr bility of senior management. To develop such a system,
follow the six steps d%crr bed by the LAWFUL acronym:

1 Look at curfr ent Standards Thefirst step isto institute standards for
compllance with eX|st” ing Iaws These standards should describe the law so asto
define Iegal parameters

2 Assign rc—sponsr ibility. Assrgn the responsibility of ensuring that the systemis
e uphetd to people from different departments and levels. These people need to be
honest,’ respectable trustworthy and have high ethical standards. Y ou should not
Ve aes gn responsr bility to'individuals who might engage in illegal behavior.

<ff3 erte and convey standards. Determine if you need to establish new standards
~and then write and convey them. Be sure to write clearly and avoid using legal
Jargon Convey the standards to your stakeholders both verbally and in writing.
o One way to do thisisto hold alegal compliance seminar, which can help show
e . stakeholdersthat you're serious about the system.

NOT FOR PRINTING OR INSTRUCTIONAL USE



Organizational ethics ~ 5-17

4 Follow up on compliance. To ensure that your legal compliance system is
effective, follow up on stakeholders' ability to comply with thre standards. One
way to evaluate your standards is to survey the stakeholders: Ask if they have
noticed anyone not following the standards. Y ou should also aSk if there areany
issues that have not been addressed by the standards. Other waysto recetve
feedback include performing an internal ethical audit ‘and observii ng\stakehotder
interactions. N\ \

5 Under scor e standar ds. By underscoring, or emphas z]ng, the\standards you /
help ensure that people adhere to them. Bring’ up legal canpI [ ance standards’
continually in meetings and other correspondence Thiswill help convey that the
standards are not just another business trend that will fade away.

6 Legitimatediscipline. Thefinal step, in devetopl ng compllance standards isto
discipline those who don’t comply. Sometrmes it's appropriateto ¢ discipline
individuals who fail to inform superwsors of, tllegal behawl or, even if they didn’t
engage in the behavior themseIVes When you carry out’ dISCLpl inary procedures,
be objective when determining. noncompl |ance ‘be cons stent with company
policy, and befair in the actlon h -/ Y,

Economic responsibilities

An organization’s economic. respons b|||ty |sto maX| mlzesharehol der wealth without
compromising the mtegrrty of prodt]cts or the Well being of other stakeholders. An
organization has a specrf|c duty to keep di rect labor costs as low as possible, without
compromising the well bei ing of the organization semployees Organizations also have
aresponsibility to maintain. Iow di rect materials costs, without sacrificing product
quality or empl oyee sefety

Ethical responsbllmes

Corporatl ons often do the most harm to the environment and to society, so it’simportant
for bus ness organ| zations to act ethical ly. This does not mean that individuals are not
r%pons ble for harml ng the environment or society, or that they should not be held
ethlcally responsu blefor thetr actions.

‘(\/\\\Char |table responsrbllltles

/ Corporatl ons general Iyl have more money and influence than individuals, and are
yd thereforein a position to greatly benefit charitable organizations. Corporations have the
ability to contrlbute more than just money. For example, a charitable organization might
. askfor workersto’ donate their time building houses for the less fortunate. Other non-
S profit firms need help to organize fundraising events and mailings.

One program that has greatly benefited the non-profit sector is the corporate matching-
C gift program implemented by several companies. In such programs, when an employee
L \do\nates money to a charity, the company also contributes, sometimes even matching the
ya S employee'sgift.
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Do it! D-1: Identifying types of social responsibilities
Exercises \
1 Identify and sequence the steps for developing a compliance system.

Remind students of the Look at current ethical problems Look at current standards Q \
LAWFUL acronym. \ .

Follow up on compliance Assign responsibility J\ ~_\ \\\\‘*

. S \
Assign responsibility Write and convey st% rds \ N\
> \
Follow up on compﬂanc o %
Ask questions / P /
Undermine shareholders Underscore andaw/s / @
\
Underscore standards Leg|t|mg{e dISCIpllne/ / // ) W
. o N / /
Legitimate discipline // \\ \\ /
™ /

Write and convey standards N \ \\ //
=) Clckthe sowrein 2 Watchthe movie and then ansyier the\fol IW qu&tmhs\
the slide to play the
movie. In the movie, the manager and ENc are haw ng a méetl ng /How was Eric violating

the company policy? ~

/
Eric stored the boxes in the stalrweﬂ Whlch accordmg to the company’s legal compliance
program, was against the fire code . /

VAN
How did thyﬁanag;ar perform her legal rgﬂ;oési bility?
/ A\ i
// AN

The mag?gr Iegi;ifnat(glry/disc' lines Eric for not complying with company law. She
discip& d Eriqébjy ively and fair)zﬁbxfollowing her company’s discipline policy.
/

3 WhIC} f the foIIOWIﬁg ar¢ yp&ﬂf corporate social responsibilities?

/\ Personék@epons Bfltl es /
B

) Lega responsm\'l ilities /

/C Polltl/cauespons Bmtles
V Chantablerespohsbllltles
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4 List the economic responsibilities of organizations.

Answers might include the following:

» Maximize shareholder wealth without compromising the integri

organization’s employees.

e Maintain low direct materials costs, without sa
safety.

5 When carrying out discipline procedures, be
noncompliance, be with company policy, and be
disciplinary action.

objective, consistent, fair
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Explanation

=

Business Ethics

Balancing conflicting social responsibilities AN

Because socia responsibilities can sometimes clash, top management is constantly
challenged by the task of balancing them. The key isto try to create the greatest beheht

for al stakeholders. To balance your organization’s corporate socia r%pohsbllmes
you can follow the steps described by the CLASH acronym: RN

Communicate with others. N\ \
L ook at options. I~
Analyze consequences. -
Select an option. A
Host feedback sessions. ~

g b~ W NP

Communicating with others ~/

To ensure that you make the best decision, you should consultvalth other stakeholders
Getting a second opinion is helpful because you mtght overlook certal n aépects of the
situation. Doing so will also assist you to outllnethefactsfurtherend make the best
decision possible. /N N /

Looking at options

After communicating with others, you should make alist of all your opt| ons, whether
they seem good or bad. Y ou might later dlscover that what seerﬂed like a“bad” option
wasn't bad after all. N /

Analyzing consequences -

Next, analyze the consequenceﬁ of each optlon For each option, be sureto list the
consequences to each affet:ted stakeholder. List as many possible consequence as you
can think of, and soer|t mput from other stakehol ders

/N

Selecting an opt|0n / \
Select the beSt optlon The best opt| onisthe one that makes the most sense financially
and causes’ the Ieastharm to Al aftected stakeholders

HostlngLfeedbaek sessons /

Tofnake sure\you made the best deCISI on, you must evaluate the effectiveness of the
deC|S|on with regard to al stakeholders One way to do thisisto host feedback sessions.

/You Coutd also survey sharehol ders and observe your decision’s effects on stakeholders.

Be sureto inform stakehotders if you decide to change the decisions you’' ve made.

/
.
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Do it! D-2: Handling conflicting social responsibilities

Exercises

1 Fill in the missing stepsin the CLASH process.

Communicate with others.
L ook at options.

A

Select an option.

}.{

Encourage a discussionof 2 Y ou're the vice president of Ico

this scenario based on the come to your attention that one of

steps for handling n . . .
conflicting ethical polluting local water sourc ucts from'its manufacturing operations.
responsibilities. Taking into consideration the financi hical ramifications, what decision

will you makein maip&al

/N N N

\ AN N
{ \ AN h
N\ \ AN >
\ AN /
\ \ AN ///
\\ \\ /
\ V4
\\\ \ v
/> N\
/ \\\ \
/// \\ \
L_ “~5\ \
~ Vs
/N /
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/// /7 ///
/ / /
/ .
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Unit summary: Organizational ethics

Topic A

Topic B

Topic C

Topic D

Business Ethics

In this unit, you learned that businesses should be ethical for the sake of improvi ng
society, as well as for the business benefits that ethical behavior creates. You aso .
learned about the importance of having functional area ethics, which focus on specrflo
ethical guidelines for the various functions within a company. Then, you Iearned about
the types of ethical issuesthat arisein various functiona areas. N N\

Next, you learned that highly ethical or ganizations have establrshed pnncrplgs and
guidelinesto ensure ethical behavior, aswell as what some of. those guidelines S are. You
also learned about methods for maintaining ethical prrncrpleﬁ ~

Then, you learned that a cor porate code of ethicsis aformal statement that defrnes a,
company’s ethical business standardsin all organlzatlonal aC’(IVI'[LES You learned how
to develop and enact a corporate code of ethics by followi rrg the steps descrrbed by the
DEVEL OP acronym. Y ou also learned how to execute an inter nal’ ethlcaJ audlt
which is an evaluation of an organization’s use of ethlcs in both fOrmaI and |nformal
business systems. 2N N /

Finally, you learned that the categories of. cor por ate socral responsr bil |tr esare legal,
economical, ethical, and charitable. You learned how to handleconfhctlng corporate
social responsibility by followi ng the steps desorr bed by theCL ASH acronym.

Review questions
1 What isfunctional areaethrcs’?

Specific ethical gurdelrnes for various functrons Wrthrn a company

2 What isthe dlfferenoe between an organlzatlon 8 stakehol ders and its sharehol ders?

Stakeholders consrst of, rnvestors customer’'s employees suppliers, the community, and society
in general, whereas the term shareholders refers to investors only.

3 What |sacorp0ratecodeof ethresﬁ’ .

A format statement that def’ ines aCompany s ethical standards for all activities.

4 Seleet the pOSl'[I on that wOuI d be responsr ible for overseeing the code of ethics.
A Ethi cs spokesperson

B Ethrcsombudspersons
o Ethrcsofflcers

D Etths hotI i nes

5 benefit many charities by increasing the power of

emp1oye% charrtable giving.
Corporate matchrng gift programs
6 What is the key to managing conflicting corporate social responsibilities?

Balance responsibilities in a way that creates the greatest benefits for all stakeholders.
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Course summary / N

ThIS mm ns mformatl or{ to help

you bring o a successft
c cI usion. ?hgt [ ormatlon you
il be able to:

UQ{Qe summary text to reinforce what
udents have learned in class.
N /
/ Direct students to the next coursesin this
<\ \ |e£ (|f é;y) and to any other resources

ight help students continue to learn
out Siness ethics.
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Topic A: Course summary

At the end of the class, use the following summary text to reinforce what students have
learned. It is not intended as a script, but rather as a starting point. -\

Business Ethics

Unit 1 /// ~ \\

In this unit, students learned that business ethics are a set of prmcmles and normsthat \
serve as aguide for good and bad conduct in business. They identified some of the
reasons why ethical dilemmas exist in the business world, aswell /as how to strikea
balance between personal values and or ganizational ethics, ThEy also learned about
some of the categories of ethical dilemmas. Then, they Iearned a process for- ‘making
ethical decisions. Finally, they learned about some of the barrlersto maklng good
ethical decisions. N 4 y ,

Unit 2

In this unit, students learned that whistle blowlng mvotves expo'smg |Hegal or unethical
actions conducted by one or more members of an organlzanon Theyidentified various
criteria that must be met before blowing the whistle, as well as some of the risks
associated with whistle blowing. Then they learned hoW to knmN when to blow the
whistle. They also learned how to bIoW thewhlstle legally. by using the steps described
by the WHISTLE acronym :

Unit 3

In this unit, students J(earned about the char acterlstlcsthat ethical managers should
possess. Next, they’ Iearned about immoral, moral, and amoral management, and
guidelines for maX|m|zmg profitsethically. They also learned about the types of
ethical human’ reﬁource L$uesmanagers arelikely to face. Then, they learned how to
solve the etht cal di temmas brought on by subordinates.

Unit 4

In tpts unit; students Iearned about t"he sour ces of unethical behavior. Then, they
learned about several ‘methods for recognizing and preventing unethical behavior.
/They aso learned how to eonduct an intervention meeting to stop unethical behavior.
/ Fi nar ly, they learned several approach%for encouraging ethical behavior, including
rewardmg employees, d|SC|pI|n|ng employees, and encour aging the acceptance of
responsi b| Ilty /

. Units

Aln thls unit, students learned about the importance of having functional area ethics and
TN about the typ% of ethical issuesthat arisein various functional areas. Next, they
/ learned how to devel op and enact a cor por ate code of ethics, aformal statement of a
/ company’s ethical standards. They also learned how to execute an internal ethical
/audit, which is an evaluation of an organization’s use of ethicsin both formal and
~_informal business systems. Finally, they learned about categories of social
responsibilities, and how to handle such responsibilities when they conflict.
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: . : : 2
Topic B: Continued learning after class
\\
Point out to your studentsthat it isimpossible to learn any subject effectively i \as ngle
day. To get the most out of this class, it isimportant that stud}aﬁtsbegln pIy| ng their
knowledge of business ethics to real-world problems as soon as possible. \\
N\
Next courses in this series S\ \\ ~_  /
p o\ \ ~_/
Thisisthe only coursein this series. L ~\ \\\
//A\\ \\\\\ \\
/ /> ™ - ya
Other resources / / ~_ /
Course Technology’ s sister company, NEZ’{] ofﬁérs fme of onllne and computer-
based courses on business ethics and a\/arletyzof other bj ect Fer more information,
visit www.netg.com. This course mags preusely{o the oIIo ing tfyée NET(Q courses:
 Business Ethics: Ethical DeC|son\Mak| ng /\ / /
Course number: 41071 / \ \ c/
« Business Ethics: Mane—igerlal Busmeﬁ Ethws /
Course number: 41})72 N \ \ /
\/
» Business Ethics; Drgaru zatlohal Ethlcs AN
Course number: 41073 \\ >
\ N\
\\ \ \\//
//‘x \\\\
/ \ \
/ \ .
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Glossary O\

\\ \\
/ AN \
AN \
/ T }i\ \\

Amoral management Open-door policy ) L

Style in which ethical considerations are not part of Management practice’ m which: subord| nates can /\/
the decision-making process. approach managersvvlth any \\ssue \\
Business ethics Pattern procéssmg ~\ \\

Set of principles and normsthat serve asa guide Thought pI’QCGSSLlsed for making routme deC|5| ons.
for good and bad conduct in business. ~

Sexual harasSment /

Code of ethics Unwanted sexual behavior that creates an

A formal statement that defines a company’s |nt|m|dat| ng or hbstllework env| ronment
ethical standards for all activities. N SN

Whlstle bIowmg /

Cost/benefit analysis - Process of exposing |IIegaL or unethical actions

Process of adding up the dollar value of the /“\conduCted by members of anbrganlzanon
benefits of a decision and subtracting the dollar value of / S /
its costs or disadvantages. \ h N )
Discrimination \ o

Unfair or preferential treatment of a person on the
basis of one or more uncontrollable characteristics: \
including race, gender, age, color, religion, or national N

\

origin, aswell as handicapped and pregnancy status. N

Ethical egoists
People who put their own mter%ts above those of
the business for which they Work :

Ideals S/ !
Moral goalsthat i nd|V|dUaIs contl nt;al Iyﬂnve to
uphold. / Yo R
// < /// /
Immoral management N /

A stylein which all decisions are Mamd on selflsh
motives and ethlcal prl NnCi pTes are consci ouety g

ci rcumvented \

Implied ethlcal standarqj

Ethmal standard that has been derlved from your
own ethlcal standards or those of your family, friends,
co- workers and the soci ety around you

Internal ethical aufht o
~An evat‘uatlon of an brgan|zat|on suse of ethicsin
/ both formal and- Lnformal bus;n%s systems.

/ Moral management
/ < ) Stylem which all deCISIOHS are based on ethical
’ standards

Obllgatmns
- Commitments made, directly or indirectly, that
mﬂ uence the>day -to-day decision-making process.
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