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        to 2 years prison  (excused for health and age) and a peanut fine of $100.000.“ 
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1. INTRODUCTION

It is not enough to value high standards in business. To live up to them under pressure, requires an ethical mind. A person with an ethical mind asks always, if all business managers did what I do, what would the world be like?  
.

So many senior business managers’ people profess high nice ethical values, but their behavior does not bear out what they claim.  Lay the CEO of ENRON exhorted
employees to 'walk the talk' (i.e. integrity, team work, loyalty etc.). Even while he and his top executives were involved in criminal desperate efforts to assure ENRON survival. What will we not do when we are desperate enough?
All organizations (even the Mafia) need an ethical program to insure that business is conducted within boundaries and that obstacles are appropriately addressed. Each business company has economic, social and environmental responsibilities. Annual external financial audit is required for every compnay quoted on a major stock exchange ... annual external social and environmental audit is not required ... yet!!  Perhaps it could be in 2008.? 
The internal stakeholders of a business enterprise (shareholders, managers and workers) and the external stakeholders (customers, trade unions, suppliers, local and national communities), must all have an interest in the ethics of the enterprise, to achieve their expectations.

So many major organizations promote GCG (Good Corporate Governance) with (see glossary) : an external board of directors, a CEO., an  audit committee, a value statement, a vision statement, an ethics code, an ethics committee, an ethics officer, an ombudsman etc.  But these ethics systems seem to concentrate on junior managers and workers, to keep them honest and dedicated. 

In practice such systems many have little influence in controlling the ethics of the board of directors, the CEO and senior managers, in terms of their GCG.   Although business accepts external financial audit, there never seems to be an external ethics (and environmental) audit, except by the press when a scandal arises.

But perhaps ethics in business is a wonderful illusion? This little book is designed as an amusing … but creative … learning experience, to explore business ethics in terms of illusions and realities, and thus to:


a. Briefly review ethical standards.


b. Relate those standards to business realities.
c. Discuss the ethical impacts of: pressures to survive, 

    politics, accountants, global business and computers.


d. Develop some ethical opportunities for the future.

Now, for an ethical business culture, the key elements are trust, accountability, integrity, and respect. The benefits are safety nets and high performance. Leadership is the key and the ethical supply chain includes one’s home, school, society, staff, other managers and CEO, all of whom are interrelated. 

Ethics and governance are integrated with strategic planning and core business practices. In the past the risk management and compliance departments of a corporation were negative in nature, saying “No” to certain types of behavior. 

Today, leading organizations have a sense of restraint when arriving at a “dangerous ethical” intersections. Fast cars have to have the best brakes. For strategic planning companies have to look beyond shareholders to Corporate Social Responsibility (CSR).

Ethics can have so many conflicting standards: 
     Legal
     Cultural
     Spiritual
     Religious
     Political

     Environmental

     Sexuel etc.
All have some aspects in common … and alas … all differ in practical application. Ethics are never static, always changing … and consist of the values … that we and our community …have chosen. 

Some of the ethical (not legal) issues in business today are things that one might not normally consider – abusive or intimidating behavior, lying to employees, customers, or the public, misreporting of actual time worked, misuse of confidential information. So-called “business ethics”, can be beautifully formulated on paper with general terms, but may be almost impossible to implement in actual practice.

But, can business be ethical if political parties and personalities in government are corrupt? 

Perhaps we are only ethical with the ones we like. We have limits to our ethics. And this makes it difficult to define ethics in all areas. Are ethics an illusion? So often in business, we may prefer our illusions. We do no seek “dishonesty”, but we tend to re-define “honesty” quite frequently. We bend and try not to break. In law we talk about; “Truth - the whole truth and nothing but the truth”. But do we really want the painful realities of the truth, when our illusions are so much more comfortable to live with, day by day? How can professional accountants be the traditional “honest men of business”?

Are we only ethical with the ones we like because we want to portray an ethical public image … and not be left out …? Oh dear … there are so many issues to be resolved in this small book. 
Remember how since 1990 environmental concern has changed in business ..and in the  social life …now smoking has become socially unethical … indeed! 

On we go …   with a few amusing cases … because when we can laugh … perhaps we can change …

Case: Case: MBA - Reaction to the typical ethics course is a polite “nice to know … but … not very helpful for my career in business”. Those who teach ethics to MBAs, claim that most students would rather spend their time in an additional finance or marketing courses. In published research, 56% admitted to cheating during MBA Programs.
Case: ENRON - web site presented the ethical business code, specially prepared by a member of the Harvard Business School Faculty.  
Case: Orders - If your boss tells you to act improperly, what do you do, if your are over 50 years old?  

Case: World Bank – Director rewards his lover with $60m salary increase leading to a   press scandal of protest by international senior executives and government officials.  How many of those protesting have an ethical record that that could bear rigorous historical research analysis? International hypocrisy?

Case: Manager - Sometimes I lie awake at night and ask where I have gone wrong ethically … in my life … and voice replies …this is going to take much longer than one night … . 
2. Pressures

What gets in the way of an ethical mind? Can the bad behavior of others undermine it?  Is cheating the price of success in 2008. When our worth is measured by how much we earn and spend, then the market destroys the values, on which it’s long run success depends.

The pressures may be external from government, taxation, competition from China etc.  Or the pressures may be internal from personal conflict, management change and ambition for power or cash or even aggression.

 Beat the system. This mentality exists that is an outgrowth of the corrupt old capitalist  and communist systems. The good manager was one who beat the system by cheating and other practices.  To explore the ethics of such governance, we must understand the culture.

Honesty is ethical!  In business we want to be honest with our customers, government, suppliers, banks, managers and workers.  When thing are going well in terms of the economy, ales and profits, the pressure is low, ethics are easy.  

Today with law firms and accountants are much engaged in “ethics counseling”  especially after the new Federal Sentencing Guidelines.  The problem is the legal volume and complexity. In the US alone, there are thousands of rules and regulations. There are 5,000 pages in the Federal Register with an estimated cost of $1.1 trillion just to comply with U.S. federal regulation. There are 4,266 rules (IRS, FDA, ISO etc.), plus other legal compliance and prosecutorial mandates.  And so with the European Common Market with regulations changing  … it is a bit difficult.
But when in economic disaster sales fall, profits fall, workers strike, profits and share prices fall, the pressure is high!   Then legality and honesty becomes harder and we begin to compromise with ethics. Is it ethical to establish companies in the so-called “tax havens” in good times? Is it ethical to ask for government help when things go wrong in business? 

Businessmen are naturally programmed to take all benefits of profits-that’s “the rule of the game in capitalism”.  However, the same businessmen tend to escape from losses by passing losses over to governments, somehow…

Viability … often miscalled transparency … may be the answer … because when things are known they influence and when unethical things can be kept secret, they become too seductive to resist.  

The key management skill in 2008 seems to be not efficiency, effectiveness or ethics … but personal survival and business survival. Hence conflicting ethical issues on the information provided to banks, shareholders, customers, supplier, unions  and the stock market.

In some cultures the word of the businessman is accepted. In others only written contracts can work for reliable relationships.  Can a poorly surviving business afford to be ethical? 

In business it is so easy to wander off because professional standards are optional.

In some governments the civil servants are so poorly paid. They are almost expected to raise further cash with gifts from those seeking government help.   When cultures, economics and environments change, perhaps pressures change and ethics change as well. 
There is always a right way and wrong way …. and the wrong way … always seems more reasonable … and more profitable. Is there a universal code of ethics? Can we do it? Can it be implemented in spite of the pressures? Is a universal code of ethics feasible? Who should audit such a code? 
On we go … with some (hopefully) amusing cases …

Case; Re-structuring - The dilemma for individual in business is keeping the jobs. “Rank and yank” creates tremendous pressure for employees to look the other way on ethics, in their quest to excel in the company and ensure survival.. 

Case: Expenses - manager finds that his favorite salesman cheats on expenses. Does nothing, because the salesman gets the best sales  orders ….
Case: US SEC - Today, there is much more accountability. SEC statistics revealed that in 1999, there were some 10,000 whistle blowing complaint filings for the year. Today in 2008, there are over 45, 000 complaints, MONTHLY. 

Case:  CEO - Company quoted on the stock exchange experiences difficult marketing  pressures, leading to lowering of reported profit and a heavy drop in the share price. This could lead to the CEO being fired.   Hence there may be some very high motivation to be “creative” with financial forecasting and reporting. 

Case: Competition - When a grocer across the street sells at lower prices by evading taxes, should you follow him, or go out of business? Or complain to the tax office?

Case: Cost - manager required staff to re-negotiate purchase contracts to achieve 20% reduction in cost. When the renegotiation was done, the manager rewarded the staff, he liked but not the others. 

Case; Computer selling - Practice of fixing the lowest product selling recovery price, and then paying the salesman commission of 30% of any excess he persuades the naïve customer to pay .e.g. houses, carpets. jewelry etc. Salesmen may lie to the customer to make a sale, thus and his own livelihood.

Case: Tax - small business owner cheats on income tax for 20 years and puts all cash in the name of his wife. She runs off with the chief salesman and all the money. 


Case;  China – Chinese tailor becomes a business entrepreneur and sells industrial glycerin to Spanish pharmaceutical companies, who without checking, load it into several varieties of  in cough syrup in South America, killing hundreds of people.  Ethics? Who is responsible? 
3. Politics

Every management decision is political. Because there are internal politics and external politics. When business begins to bend it’s ethical standards, the first thing to blame is politics and the government and of course George Bush!

The real test of “ethical fibre” is when there are powerful political officials, and we want to get things done.  In environmental issues business used to dump waste into land fills and the sea, without limit.  Governments, often tolerated it with “assistance” (cash) to officials to avoid problems. 

How can we guarantee ethical behavior when politicians, businessmen and high level bureaucrats conspire for personal gain?  Perhaps we should pay them more? Is there a way to protect ordinary people against such conspiracy?
With autocracy people are not free to say and do what hey like, unless they belong to the power elite. Thus the opportunity for unethical behaviour is limited for those in power who can escape to safety. By contrast with democracy people are free to say and do what they like. Thus money becomes the major motivator that influences on election and re-election

Political machinery seems to work for the powerful well-to-do. Control of the press reinforces political power to create or avoid public discussion of ethical or unethical action. So often it is the image that counts, not the reality.  How can we guarantee ethical behavior when politicians, businessmen and high level bureaucracy conspire for their personal gains? Is there a way to protect ordinary people against such conspiracy?
World Bank  data shows that there is a high degree of corruption in South Asia (60+ %) while in East Asia, corruption is very low. EU countries have a low rate of corruption (10-11%). Africa is very high (60%). There is the  listing of corrupt countries -  ITRC - International Transparency Rankings of corruption.   U.S. business is very much involved in business with the whole of the Caucasus,  Azerbaijan and Georgia (former Soviet Union/ But  these countries are at the bottom of the list. What to do?
Huge opportunities for Mafia type action. Perhaps in the international political environment of business, “ethical duty” is what we expect of others … not what we do ourselves … Perhaps we are all subject to self-delusion and we need a more objective gauge to measure our own internal and external ethical political  values and performance.
You can only change when you can laugh … so here are some more cases …

.  

Case:  Developing countries  - in transitional and emerging economies,  75% of managers say that they have to cope with unexpected political changes in rules, laws, or regulations which critically affect the business.  Payments must be made to poorly-paid enterprising governmental officials, just to remain in business, without harassment, for pseudo-breach of local regulations. 
 Case: Crime – research in USA has indicated that two percent of business persons have a criminal mind. The problem in recruitment is … how to know?  

Case: Political funding – in USA  we must raise five million dollars from loans or gifts, to stand for election to major political office. In return for favours? 
Case: France - The president of France would be in court charged with Paris city funding corruption, if he were not exempt from criminal prosecution by reason of being president. Ethics?

Case: Sales of major aircraft to many countries may get involved in payments to government staff. Is this sales commission or corruption? 

4. AccountANTS
Until 1945, professional accountants as independent auditors,  were highly  regarded as the traditional  “honest men of business with the highest ethical standards.  In May 2006 the revised code of accountant ethics set principles for:  behaviour, integrity, objectivity, competence, due care, confidentiality, and professional behaviour.  It did not cover social and environmental responsibilities. 
But then Public Accountants & Auditors began to make so much more money from consulting and taxation services than financial audits,  that they became expert in schemes for clients, to avoid and even evade taxation, and conceal losses, with financial  “legal entities”  set up in strange almost unknown places. 


One company employed an external consultant to install the finest computer management systems … only after two months did it disclose to him (in confidence) … that as a matter of practice …only 25% of the business transactions were actually recorded in the books … the rest were “under the table” …the cultural norm in that country for avoiding income tax.
In accounting, there are always seven alternatives to the numbers. How can stakeholders get valid financial audit and reporting to protect themselves, and get their share of the “value added”, when managers and auditors may possibly conspire against full accounting disclosure?
Perhaps both shareholders and management do not welcome “full disclosure” when it would result in disastrous share price fall and loss of jobs? Hence the ready market for creative accounting and financial alternatives to disclosure of unwelcome losses. 
In global business the wide variety of business practices and ethics, give so many  opportunities for profit loss or accumulation by “transfer prices” to avoid disclosure and taxation.  All parties can be  ethical,  and yet behave in different ways to complex business. Issues. 
Similarly, the presidents, deans, and chairs of universities may have to face complex financial issues.  Accounting is a haven for un-ethical action. Manipulation, discretely called “creative accounting”, is so often used to justify unethical behaviour in an effort to survive in difficult environments.
How to detect creative accounting in rports and audited financial statements? Look for:

creative techniques including: 
    Deferring costs to preserve profit

    Assuming unearned revenues
    Classifying real liabilities as contingent 
    Stock option management 

    Leasing to avoid investment

    Forex instruments difficult to value

    Multiple overseas legal entities
    Concealed losses
   Transfer prices management

    Multiple accounting regulations
    Auditor qualifications and independent status etc.  
Politely, professional accountants always call it “creative accounting” and never  “Manipulation”,  as they evaluate reports,  using a “creativity”  check list including:: 

Cash
Orders
Activity
Profitability
Prospects and resources
Long Term finance
Shareholders
Management
Exceptional transactions
Notes to the financial statements
Secret reserves
Contingent liabilities for leasing
Legal and environmental contingencies
Reconciliation of the net profit with IAS etc.

Many countries are impossible environments for effective IAS financial auditing, so that no figures can be verified.  International Accounting Standards may be falling into dis-repute with the increasingly complex creative schemes of multi company international relationships. 

However in  2008 the Institute of Chartered Accountants in London has guideline web sites www.icaew.com/bettermarkets and www.icaew.com/ethics and www.icaew.com/corporate responsibility, which may be the first step towards annual external social and environmental audit for every major company.
When accountants agree upon ethics “in principle” … do they really mean … that they do not have the slightest intention following them …?  Do they need “positive ethical inoculations” regularly to achieve real ethical standards?  Perhaps they need three types of advisers: 

      A trusted adviser within the organization

      A counselor/friend completely out of the organization

      A genuinely independent professional accounting body
Some amusing cases:

Case: Company founder wanted to retire and appoint a new CEO. He interviewed four candidates (engineering, law, marketing and accounting) and asked each one the following practical question: “What is one plus one?”. The engineer consulted his slide rule, the lawyer quoted legal precedents and the marketing man asked: “Are you buying or selling, Sir?. Finally the Accountant looking very embarrassed, moved quietly to close the door and the curtains …  and then sitting quietly … he said: “What would you like it to be, Sir?”. 

Case: Financial accounting – audited reports of African Major electricity company, always two years late,  to avoid reporting losses.  Payroll always up to date. 


Case: ENRON – CEO Ken Lay of Enron was considered a highly moral person with a Baptist upbringing. But when it came to business accounting, there was a disconnect in his behavior

Case:  Georgia – Paying an electricity bill at the company office could provide two alternatives: “Pay the full amount and get a receipt or … pay only half and I will tear up the bill.”  What hope for audited financial reports in this environment?

4. Computers
The world is flat. With computers and internet, information and mis-information is freely available to all, from thousands of kilometers away.  Bombardment with too much doubtful and even false information, is a way of confusing people and concealing relevant facts. Many big businesses establish main offices in tax havens. 

Fraud becomes international, as card codes are detected and copied worldwide. Who can safely reveal a credit card number without some risk of crime?

Thus complex data is creatively decorated for cash and profit estimates which cannot be verified. Financial audits fail with complexity of FOREX transactions to protect losses from foreign exchange manipulations. Gambling becomes international on computers with tax avoidance becoming normal.  

In business so many accepted computer practices are unethical but seldom discussed. But some un-ethical things that business will not do with computers, may include: physical harm, deliberate damage to person or property.

But there are so many un-ethical things that many businesses will do with computers including:

     False gifts

     Crooked advertising

     Neglect to respond to product breakdowns. 

     Stolen goods sold on the web. 

     Packaging complexity that disguises defective products. 

     Delay in settling claims can encourage customers to give up.    

    Tourist trading that disguises the reality of the tours 

           until the customer is there! Too late!

     Computer products that break down easily with no recourse. 

     Exaggerated advertising, that misleads people, especially    

          children  

Some amusing cases:

Case: Fraud – Major Visa card fraud in the USA from operators in Russia 5000 kilometers away. 

Case: Gambling - A billion dollars gambled each month on Mexico web sites. Now some internet gambling mangers are being arrested in USA,

Case: Dinner in a restaurant paid for Euro 30 by Visa card. Waitress gives name, number and code to a gang who charge the card with 3000 Euros in small pieces. 

5. Global Business

Vast expansion of business to make sales and purchases in many different countries. Pressure of China and India to become major industrial world figures, such that European production can become uneconomic.  

Global business  ethics focus on local culture and accepted business values. Global business and computer internet information systems put great pressure on business to keep and not lose it’s established customers, sales orders and profitability.

Middle East culture favors nepotism and loyalty to friends. Business schools run by multinationals have ethics courses and topics like worker safety.  Government openness but corruption goes on.  In Iran, corruption it is worse today than under the Shah. 

China and India respect international copyright laws for books and products, but still allow local manufacturers to copy and sell word-wide, with no practical legal remedy for the original owners. 
Legal written contracts in so many developing countries may be politically unenforceable, with no legal remedy. Yet  global companies cooperate to keep prices up (quietly).

Perhaps the ethics in global business may be described as: “As one door closes ... another falls on top of you ….” 
Case: China – selling at higher prices in the domestic market than in international markets to acquire more exports.  May sell lower quality products intentionally in fighting with low-cost competition

Case: Istanbul – carpet shops have no fixed prices. Every sale negotiated over time. 

Case: Norway - Major Norwegian international paper supplier REFUSES to give bribes etc. to government staff to get major sales contracts. Sells mainly to major national distributors, who do all of those things for it.

Case: France - Major global company managers given amnesty by the president for charges of price fixing cooperation.

Case: Holland  - Major International Oil Company  quietly dumped waste oil into the sea for 50 years until new environmental laws which made it illegal and the dumping was publicized
Case - India - Buy on the web, an identical copy of a 400 page US Marketing Text Book in India for 20% of the US publisher price. 
6. Conclusions

In hiring and promotion in business can we identify ethical values and behaviour?  Ethics seems to vary with culture, time, place, pressure, politics, accounting, computers and people.

When ethical conduct threatens survival, the pressure forces you to choose to survive? 

Ethics may be a wonderful illusion. When business fail- no-one is sympathetic.

Even democracy seems to business and money oriented. Money gives power to influence the business environment – political, economic, business, social and even spiritual. Autocracy favors power. Democracy favors the wealthy.  Higher number of votes comes from the poor, but the elected and winners may work for the well-to-do. Spiritual values are legalized with equity, but are seldom rigorously enforced. Income tax is a major cause of unethical behaviour.

How to be prepared to speak the truth on ethics?  We are surely responsible for not only what we do, but also hat we fail to do.  When a professional business manager is confronted by serious unethical behaviour of colleagues or senior in the organization, then he needs four things:

a. Belief that what he does is right for the organization.

b. No delay in confronting the person concerned 
c. Courage to be prepared  to resign or fired or rejected.

d. Recognition that if not prepared for c above, then he is a “slave” not a 

      professional manager. 

But surely survival of business requires some standards of behaviour from a personal, community and legal viewpoint. Even the Mafia and Al  Kheida have standards of behaviour. 

Problem,  how to set and enforce ethical standards despite pressures, politics, accountants, computers and global business?:

Suggestions for consideration, which combine environmental, social and ethical issues::

1. Recognize ethics as part of business company SOCIAL responsibility to Society.

2. Plan to associate business company social and environmental responsibility with cash flow and the stock exchange share price. No quotation allowed without annual external independent audit – like the required financial audit. This will take at least two years.
3. Establish accepted international standards of business company social and environmental responsibilities.- like international accounting standards.

4. Establish international auditing standards – like financial audit.

5. Establish new  professional social and environmental auditing associations with strict training, examination and control  – like financial audit.

6. Get a few major multi-national companies to adopt the audit requirement voluntarily. Set a “public image norm” that motivates other companies to begin to follow and comply.  

7. Get stock exchanges to begin to set the audit as a requirement for new listings.

8. Get the World Bank, IMF, UN to set the audit requirement for funding.

9. Get all countries to make the audit a legal requirement for every business company – like financial audit...
10. Encourage Government and Business to control each other ethically and publicly, with no excuses for unethical action.

11. Gradually replace income tax with sales tax which is less easy to avoid.. 
12.  Give press freedom to investigate breaches of social and environmental standards.

13. Increase in civil servant pay to reduce the motivation for corruption, and make legal penalties for corruption without limit.
14. Teach social (includes ethics) and environmental responsibility at school and university to achieve ethical values. Teach a code and practice of ethics which is:

a. 
Positive 


b.
Transparent


c.
Open to all  at every level


d.
Varying culture and basic values


e.
Realistic in choosing between alternative evils


f.
Obeying law as a measure of honesty
     g.
A norm of recognized business achievement
15. All companies should have CRMS - Corporate Governance and Risk 

   
 Management Systems.  No permit for starting businesses without CRMS.

     16. Then ethics in business can at last become a reality rather than illusion


All of these suggestions are of course impossible currently, but the impossible seems to happen quite frequently nowadays when it becomes (like environment) an international  political priority.
In 2008 the Institute of Chartered Accountants in London has guideline web sites www.icaew.com/bettermarkets and www.icaew.com/ethics and www.icaew.com/corporate responsibility, which may be the first step towards annual external social and environmental audit for every major company. The appendices may stimulate deeper study of business ethics, identify some delusions and perhaps lead to new hope for ethics in business in the future.  On we go … together …

APPENDIX A -  ETHICS IN YOUR ORGANIZATION
Organizational climate is often used to justify behaviour in the effort to survive, in a competitive business environment. Organizations are cultures.  Take a good close look at your organizational culture and WRITE DOWN your findings …which may surprise you … as you work with a partner and try to agree ,,, :

1. What are the accepted norms of ethical behavior?

2.  What is valued? 
3. How secure is employment with the organization?
4.  What creates security?

5.  
What creates insecurity?

.
6.
Are staff rewarded for succeeding at any cost or are they urged to 

   
care about ethics and the corporation’s reputation as well as its 

   
resources? 

7.
 What pressures do they face to commit misconduct? 

8.
What systemic problems exist that could encourage good people

    
to make bad decisions? Any slaves around?
9.       How would you assess your organizational culture from the perspective 

           of:

    a. Attitudes

    b. Perceptions,

    c. Values

    d. Standards of conduct

    e. Pressures to commit misconduct

     f. Communications

    g. Risks

    h. Vulnerabilities.

10.     What are your organizational real values.

11.     How well they have been internalized by senior managers, staff, workers at all levels 
          and key stakeholders (clients, suppliers, donors, members, executive board and    

          government).

12.     Other findings?
APPENDIX  B – CREATIVE ACCOUNTING
Manipulation, discretely called “creative accounting”, is often used to justify unethical behaviour in an effort to survive in an impossible economic environment, preserving jobs and local economy. So much of accounting is a matter of “professional opinion” and “confidentiality” ….Is creative accounting ethical?
A.   ETHICS - DETECTING CREATIVITY  


To detect manipulation, study the notes to the financial statements very carefully for inconsistencies in accounting principles and watch for:


(a)
Deferred and intangible assets which cannot be justified. 


(b)
Changes in inventory valuation and investment values.


(c)
Charges of profits or losses not to the income statement but to reserves or accumulated profit.


(d)
Release of reserves into profit without specific disclosure.


(e)
Accruals noted but not actually provided for.


(f)
Vague reserves which are not clearly equity or debt.


(g)
Investments in subsidiaries not consolidated. (Why?)


(h)
Increased amounts for "goodwill" in the balance sheet, which are not being written off over five years.


(i)
Forex profits and losses.


(j)
Pension fund provisions.


(k)
Reconciliation of profit with IAS!!


(l)
Search for extra-ordinary contingent liabilities for FOREX (foreign exchange), derivatives, legal and leasing commitments which may be "material" (significant) !!

   
Note: Ignore the "peanuts" ... look for the "coconuts" ... 
B.    ETHICS - DETECTING DECEPTIONS IN FINANCIAL REPORTING


 Figures for a purely normal year may be reported by the Chairman 


 as "exceptionally good" by employing the following devices: 


(a)
Quote the amounts of differences without indicating the ‑ relative difference to the whole. 


(b)
Quote small difference amounts in terms of large percentage changes. 


(c)
Quote aspects of transactions that are improving and avoid the depressing aspects. 


(d)
Choose a bad prior year as a standard of comparison such that the present year appears to be a substantial improvement (compared with the carefully selected bad prior year).


(e)
Attribute profit increases to good management. 


(f)
Attribute losses to "consolidation for the future, "unfair competition", the "depressed economy" or "government policy". 


(g)
Point out exceptional profits and losses only if they support the case. 


(h)
Similarly conceal losses by charging capital reserve or accumulated profit (not the income statement). 


(i)
Improve capital reserve by revaluing certain fixed assets and then charge off the losses to capital reserve. 


(j)
Quote all figures but only compare certain of them with prior 
           performance. 


(k)
Show only those financial ratios that appear to indicate improvement over the past years; ignore others; choose a basis to compute the ratios that suits the case. 


(l)
Release secret reserves by changes in policy for inventory and investment valuation, depreciation and contingencies. 


(m)
Quote profits before or after income tax as appropriate.  


(n)
Quote employee numbers; increases result from "expansion" decreases result from more efficient operations". 


(o)
Increase the volume of information in the annual report: add more maps, graphs and pictures! 


(p)
Consolidate or do not consolidate subsidiaries. 


(q)
Continually point out that financial statements have been prepared so as to avoid distortion of figures which could mislead the shareholders.


(r)
Make a restructuring charge and blame the retiring CEO ... and announce a recovery for next year ...


(s)     IAS, stock options, contingent liabilities, leasing, un-realized profits, auditors of international (not local) standing.

Key Note:


1.
Profit at the front of the Annual Report may "disappear" in the small print of the notes to financial statements. Watch out for IAS, stock options, contingent liabilities, leasing, un-realized profits, auditors of international (not local) standing.


   2.
Always check the reconciliation of the net profit figure with the LATEST                   

IAS and you may sometimes be amazed.

Case: Major German Automobile Company – sought a quotation on the New York Stock Exchange, and had to revise its income statement based on German accounting standards (Profit $ 800 millions) to IAS (Loss $200 million). The shock resulted in all major global companies now reporting on IAS and not local accounting standards. 

APPENDIX C – COGNITIVE DISTORTIONS
Emotional reactions are often used to justify unethical behaviour in an effort to survive in an impossible environment. They may be distortions. Do you have any?:

1.       
All or Nothing:   Will I be a "Black or white" thinker today, whereby anything that is less than perfect is a total failure?

2.
Generalisation:   Will  I see a single result as a pattern of inevitable never-ending defeat?

3.
Filter:   Will I allow only negatives to darken my reality today, as I (very carefully) filter out almost all of the positive things? 

4.
Positive disqualification:   Will I reject positive experiences today, by telling myself that they "don't really count"?  

5.
Conclusion jumping: Will I jump to negative assumptions about the future,  of a project, without any definite supporting facts, by simply "fortune telling" on the situation and the people?

6.
Catastrophizing:  Will I perceive disaster in everything today, by exaggerating the bad things and minimising the good ones?

7.
Emotional reasoning:  Will I convince myself that if, for just a moment, I feel something, then it is almost certainly true?

8.
Obligations:   Will I allow myself to feel frustration, anger or even guilt today, by adopting some of those false personal motivators like:  "I really must" or "I ought to” etc.? 

9.
Labelling:  Will | indulge myself  in extreme over-generalisation, by attaching negative labels like "A real pain!" to things, to others or even to myself?

10. 
Anger:  Will I allow myself to become angry at the aggressive language of 

          someone in front of me, when I know that control and NVC (Non Violent 

          Communication) are always my own personal responsibility? See short videos 

          http://www.nvc-resolutions.co.uk/nvcmedia.htm
APPENDIX D –  PERSONAL ETHICS TEST
Now, evaluate yourself under pressure to survive in very  impossible environment. Score your really PERSONAL view. SCORE  each item 1 to 5 as follows:

         1. NOT OK (un-ethical) to …   3 Acceptable …  5.  OK (absolutely ethical) 

  1. 
Fruit sold was mixed – some fresh today and some two days old.

  2. 
UN incompetent manager retained for ten years because he was  black.

  3. 
Sell possibly worthless shares to an old retired man for $100,000  taking most of his 
    
savings.

  4. 
Profits concealed in a tax shelter overseas to avoid  income tax.

  5. 
Global company manipulates transfer prices to enable profits to be  made in low    

   
 taxation environments.

  6. 
Expensive raincoat stolen from a departmental store by mistake.  Not returned.

  7. 
Refusal to give to Jewish or Arab charities.

  8. 
Excessive insurance claim for mental damage.

  9. 
Wife with lover, killed by husband with gun.

10. 
Robber attacks, killed with gun.

11. 
Lost wallet found with $2. Retained.

12. 
Lost wallet found with $25,000. Retained.

13. 
Sell a jewel of $10 for $500.

14. 
Win LOTO $5 millions and create a trust to avoid  paying income tax on it.

15. 
Speeding at 150km hour denied to police.

16. 
Lie to wife about a mistress over one year.

17. 
Hungary and steal bread from a child.

18. 
Change nationality from UK to USA to qualify for job in the UN.

19. 
Pay bribe to purchasing agent to make a sale to his company
.  

20. 
Promote competent friends. In the organization 
(Answers following)

ANSWERS:
COMPUTE  your total score from 20 – 100.

EVALUATE YOUR SCORE:

0 - 40   Blame your parents

41- 60  Average in business

61- 80  Required standard 

81 +    Reward your parents

Reactions?

E.  Glossary

Ethical, financial and accounting  terms,  that play a key role in ethical failures in business,  which the Press reports with great joy  … over and over  … 

Accountant


See chartered accountant (UK) 

Audit committee 


Board of directors creates an audit committee to ensure the financial 


Integrity of an enterprise. Committee investigates, to ensure that financial  
operations are conducted on a transparent and accurate basis. Provides 
information on financial and business operations. 
Ensures the efficiency of 

internal control and risk management systems – two key components of any 
business ethics program.

Auditing standards



 Professional standards for testing accounting records before giving 



opinion as to their fairness. Related to company law but normally more 



stringent. Failure to comply with auditing standards leaves the auditor 




liable to be sued for damages. Differ widely in different countries.


 
Sometimes unethical. IAS is best standard but not perfect.  

Auditors



Appointed to give an opinion on the annual financial statements of a


 
company. Usually professionally qualified public accountants. 





Appointment depends upon the law and company regulations. Should be 



independent, qualified and adequately paid for effective work to 



acceptable auditing 
standards. Anglo‑Saxon public accounting firms 




have high professional standards. Strongly influenced by the norms of 



the local business community.   In bankruptcy we first sue the auditors. 




Ethical lapses...  

Board of directors

 
Responsible for representing the shareholders and safeguarding their 
interests. 
Special sub-committees - audit, executive compensation, and ethics, social 
responsibility etc. the board makes the final decisions on business policy, program 
ad initiatives.

Bribery


Corruption. Political corruption is direct or indirect illegal compensation 
to any 
employee of a government body, for direct advantage or 
restraint of action.  
Bribery used to retain business, receive patronage, or obtain en “outsourced” to a 
trusted agent to do the dirty work.

Business ethics


Responsible business conduct. Commitment to core values and 
principles, for 
business decisions and conduct.  Requires legality, and conformity to core 
values set by owners and managers: including 
honesty, integrity, respect, 
fairness; 
profitability, customer satisfaction, product quality, health, safety, and 
efficiency.  Issues range from enterprise honesty with employees and customers, to 
broader social and philosophical questions, such as responsibility for  welfare of 
community and environment.

Channel Stuffing


Inducing customers or suppliers to increase purchases or sales to 
present a more 
favorable performance or financial picture.

Chartered accountant (UK)



Professionally qualified accountant and auditor recognized by law. CPA 




(USA is similar. Formerly called “the professionally hones man of 




business”. Usually very high ethical standards… but there are exceptions 



… if in doubt …sue the auditor! He can keep the score in such a complex way that 





only another accountant can figure it out.
Clear surplus concept



Concept that all profit and losses, operating and non‑operating, should 




be charged through the income statement of the year and not concealed 



by charging accumulated profit or reserves. Ensures that profit 




manipulation is minimized Not always followed by some major 





companies, but becoming compulsory in U.S.A. U.K., etc. Always 




unethical manipulation possibilities.

Code of ethics


Blueprint for developing a culture of organizational values. Clearly 
written 
guidelines that managers, employees, and agents of an organization must 
follow.  Reference tool for employees and managers, on how to implement
and 
practice business ethics.  Has business standards (such as customer 
satisfaction, high quality of products, safety, and employee rights) and values (such 
as mutual trust, respect, and honesty). How to check it out? Need external audit.

Company law



Legal framework for companies including accounting records and 




disclosure in financial statements. Sets the minimum standards for 




disclosure in financial statements and in the long run follows accounting 



principles.  Financial statements "in accordance with the law" may not be 



true nor fair. Excessive conservatism is often permitted by the law ‑ this 



could be  manipulation! Ethics become doubtful.

Conflict of interest 


Occurs when the individual private interests of employee appears to interfere, with 
enterprise issues. Arises in an action that interferes with duties.

Contingent liabilities



Possible liabilities not provided for in  the 
financial statements e.g. 



financial obligations, environmental damage,  legal claims etc. May be a 



material factor in assessing financial health of a company.  Key tool for 




manipulation.

Core values 


Values shared by stakeholders: managers, trade union, workers, 
shareholders, 
community, government, customers and suppliers. that make the business special 
organizational culture.

Corporate governance


System to establish: structure relations among managers, directors, 


and shareholders and between the enterprise and civil society. necessary with 
limited liability of shareholders, separating ownership 
from operations. Ethical 
obligation to be fair, transparent, accountable, 
and responsible to shareholders 
and  society.

Corruption 


Action that intentionally violates reasonable expectations of 
stakeholders 
personal 
profit or gain,  by a responsible stakeholder. Public sector corruption  when a 
politician or bureaucrat accepts cash to steer a government contract to a particular 
enterprise.  Corruption also exists when an owner or manager chooses to fail  to 
meet 
stakeholder
expectations for personal gain. Damage to the reputation 


of the enterprise and the social capital of its community may be severe. 


In some cultures such activities are called “practical business”.
Creative accounting


See manipulation

Declaration of integrity


Public agreement  among business enterprises in an industry or a 
locality to abide 
by agreed norms, values, and standards to improve 
the business 
climate of the 
industry or community. Not an integrity  
pact; government is not necessarily 
involved; broader application than with government procurement. Such a 
declaration, does not preclude bidding . Valuable for community driven 
development project. How to audit and enforce it?

Discipline


Theory and practice that requires both reflection and action to be put 
into 
practice. The discipline of responsible business requires an 


understanding that an enterprise is a system and part of yet wider 


systems, with embedded traditions, laws, regulations, industry best 


practices, and global standards to be acquired..

Economic progress

 
Steady rise in the ability of an economy to invest more capital for each 


job and thereby to produce jobs that yield better living as well as a 


better 
quality
 of work and life.  Company t loses money may be 


socially irresponsible,

Emotional investment



Biased prejudice in favor of one particular solution, project or approach to



business problems. Makes more information and rational argument 



irrelevant. Seek alternatives early to avoid it! Highly emotional. Not 




objective. Do a PFD (provision for disaster) to avoid it. Leads to loss of 



ethics.

Employee survey

 
Mechanism to secure feedback from employees and to evaluate the 
effectiveness and impact  of the enterprise’s ethics program.  Questions on: 
organizational culture, ethics in practice, measurable 
expected outcomes,  
observed misconduct, willingness to report misconduct, awareness, employee 
satisfaction and commitment. Survey data used to determine standards achieve 
stakeholder 
expectations. Loss of confidence may cost US and World economy, 
$40 millions.

Ethics

  Three guidelines for ethical behaviour:
a. Conscience of the person faced with a moral choice, with the penalty of feeling  guilt, shame and remorse if we do the wrong thing
b. Judgment of the community and wider society, with the penalty of public opprobrium, disgrace and loss of status or 'face'.

c. Judicial judgment with fines and prison sentences, which comes into play
if the first two are failing to curtail wrong behaviour.


The six major character strengths are: 

1.
Wisdom and knowledge
2. 
Courage -  persistence, integrity (authenticity, honesty), and bravery. 

3. Humanity – kindness and social intelligence.

4. Justice – citizenship, social responsibility, loyalty and teamwork, fairness and leadership.

5. Temperance - forgiveness and mercy, humility and modesty, prudence 

      and self control.

6. Transcendence - gratitude, hope (optimism, future-mindedness), 
      

           gratitude and humour. 

From tradition, the cardinal vices include : Jealousy, Greed, Arrogance, Anger, Laziness, Lust.

Ethics committee


Created with responsibility for the compliance program.  Develops the 
code of 
ethics of an enterprise.  Ensures ethical regulatory, and policy standards  
established, and communicated to all. Monitors ethics office, 
ethics officer, 
help line and board of directors. Provides guidance on compliance and 
investigates misconduct. .

Ethics officer

 
Day-today operations of the business ethics program. Provides advice on ethical 
behavior and on how to report ethics concerns, investigates
and monitors 
investigations of possible misconduct. Ensures that all staff meet ethical, legal, and 
civil society expectations on a day-to-day basis.  Right to report directly to both the 
CEO,  board  and audit  committee.

External stakeholders

 
Customers and consumers, suppliers and service providers,
civil society 
organizations, nongovernmental organizations, government 
agencies, local 
community representatives, the media, and the environment. Share the objective of 
business success. Provide
feedback on values and political, economic, and social 
considerations that an enterprise should integrate into its ethical identity.

Feedback mechanism

 
Tool for timely information on implementation and effectiveness


of its ethics program. May be a survey,  focus group, a one-on-one 
interview, or a 
help-line.

Fiduciary duties

 
Each board member owes a duty of loyalty and care to the enterprise. Required 
to 
place the best interests of the enterprise first and to avoid advancing  personal, 
financial, or professional interests at the expense of the enterprise. Action as a 
reasonable and diligent  businessperson to help the enterprise create 
shareholder value with minimum risk.

Financial analysis



Technique for evaluating the health of accompany using forecasts of 




cash, funds, income statements, balance sheets and the LAPP system of 



financial analysis. Often unethical reporting. 

Financial disaster



Need for financial planning to forecast possible disasters including: death 



or illness of manager market decline, product obsolescence, 



Technological  obsolescence, economic decline, labor disputes, 




accounting control failures, etc. Provide for possible failure by planning to 



avoid excessive risk. Always do a PFD (Provision for Disaster) 



brain‑storming to identify EI and invalid  assumptions, before 





implementing key financial management decisions. Ethics difficult in 



disaster.

Financial floor plan



Bank financing of inventory on the floor of a dealer whereby the bank 



loan repaid as the inventory is sold. 

Financial health



Evaluation of the health of a company‑   in financial terms including: 



Liquidity & gearing, activity, profitability and potential. Company should 



be both profitable and financially healthy. Excessive risk is not consistent 



with health. Ethics important for valid reporting. 

Financial instruments



Various techniques for "hedging"(providing for) risk of loss on FOREX 



And interest on long term debt, including: options, futures, forward 



transactions,  derivatives etc. May sometimes involve high risk and loss 



of ethics..

Focus groups

 
Feedback mechanism of small group of employees and an outside 


party 
to monitor life in the enterprise.  Useful  for evaluating  the 


ethics program.  

Forecasted financial statements



Forecast of income statements and balance sheets using: estimated 



sales, ratios and estimates of dividends and capital expenditure. Several 



years ahead may be  forecast relatively easily with simple assumptions. 



Alternative forecasts are necessary even though assumptions may be 



doubtful.  Ethics become doubtful.

Forecasting of cash



Estimates of future cash receipts and payments to determine the peak 



and duration of cash requirements. Often done weekly or monthly in 



detail for 12 months ahead to ensure cash available when required. 



Depends upon underlying assumptions which must be justified. May be 



necessary to prepare high, middle, low level estimates. Cash planning is 



vital for financial management. Ethics may be forgotten under pressure.

Good corporate governance - GCG

 
Process of leadership to set standards and systems for managers and workers, to 
meet stakeholder expectations.  Sound set of core beliefs, 
standards and 
procedures, 
and expectations. Need to understand the relevant environmental 
culture, organizational culture, strengths and 
weaknesses.  Needs a transparent 
relationship between the government and the private sector.

Good public governance

 
Leadership of a country makes and implements decisions concerning the 
market. 
Eight characteristics: consensus building, participation of all interest, 
accountability, transparency, responsiveness, effectiveness 
and efficiency, equality 
and inclusiveness, and the rule of law. Good public relations.

Help-line


Hot-line to the ethics office or ombudsman.  Used to report violations or get advice. 
No call to a help-line is refused, except for grievance 
matters under a labor–
management bargaining agreement.

Industry standards


Standards that enterprises in a specific industry develop and agree on with 
custom of the industry. They go beyond laws and regulations to
promote free, 
fair, and honest competition in the industry.

Integrity pact

 
Agreement among a group of businesses that obligates them to participate in a 
government tender or procurement process in a legal and transparent manner. 
Parties pledge not to offer, pay, accept, or seek bribes of any kind during the 
tender. Key component is 
transparency. Sanctions.  

.

Internal stakeholders


Shareholders, board, managers, and employees.

International accounting standards - IAS



Accounting principles specially defined which have international 




acceptance as evidence of good accounting practice. Similar to GAAP. 



Always insist that the net profit according to national law and practice, be 



reconciled with I.A.S. which is more reliable measure of profitability. 



Opportunities for unethical manipulation always exist.

Learning organization


Enterprise able to acquire and share knowledge about the 


organizational culture, and the expectations of its stakeholders.

Manipulation



An obscene term for “Creative Accounting”. Which is a kindly techniques by helpful 





accountants for adjusting the reported profit of a company to achieve objectives of 





various parties. Methods include: deferring expense, capitalised expense, change in 





depreciation rates, losses charged to reserve or accumulated profit, timing special 





profits or losses, acquisition of profit‑making or loss subsidiaries, consolidation 



adjustments, accruals or contingent liabilities etc. Must be in accordance 



with accounting principles acceptable to the auditor; conservative 



manipulation is often regarded as  reasonable practice. Often hinted at vaguely



in financial reports. Helpful …. But NOT ethical.

Money laundering

 
Concealed  existence of  illegal source, or illegal application of income, 
and 
disguises that income as legitimate.

Notes to financial statements



The balance sheet and income statement frequently don't provide 



enough information on the underlying accounting concepts that were 



used. Full disclosure is made of relevant information in "notes to financial 



statements"  including: depreciation, changes in reserves, goodwill, 



exceptional profits and losses, consolidation adjustments, capital 




expenditure  commitments, contingent liabilities, etc. The notes are part 




of the financial statements. Many opportunities for  unethical creative 



accounting concealed in these notes.

Off-balance sheet financing



Techniques for selling off the assets for immediate cash, and leasing 



them back for annual rental. Contingent liability may be "material" 



(significant). Improves E:D ratio but increases the risk of failure. .  Many 



opportunities to conceal losses with unethical overseas legal; entities. 



Can be highly unethical.

Ombudsman


Completely independent office to provide a safe place where 


employees and agents can seek advice and report concerns. Not part 


of day-to-day staff or operations. Neutral. Not an advocate. Authorized 


only to refer  misconduct for investigation with  consent of the reporting source.

One-on-one interviews


 Used to secure feedback for management and to allow  intensive questioning of 
individuals, for improvement of the ethics program. Forum for staff to identify and 
address issues that employee surveys may not bring up..

Organizational culture

 
Shaped by origin and history, as well as by the values, norms, and 
attitudes of its 
leaders and stakeholders.  Reflects  decision-making 
and communication, 
production,  policies, servicing customers. Predictor of business ethics success or 
failure.

Parade of horribles


News headlines and stories about enterprise failures and senior executives who 
went to prison for breaking the law. Motivation for  stakeholders towards 
responsible business conduct. The press is over-joyed!

Peanuts & coconuts

    
Small amounts of cash are peanuts. Don’t get emotionally invested in peanuts.    

            Coconuts are material significant amounts of resources. In ethics management, 

            And audit, concentrate on the coconuts and leave the peanuts to the monkeys.

Purpose statement


Reason for an enterprise’s existence beyond profit. Not  a  vision of desired future. 
Designed to be inspirational to employees and agents. It is pursued but never fully 
captured. Describes what the enterprise 
does, or intends to do, and ask, “Why is 
that important?”.

Relevant context and culture

 
Environment of the enterprise. May cause threats, opportunities, demands, 
constraints, and uncertainties to stakeholders, which they must recognize and 
address.

Responsible business conduct


Reflects an understanding of context, culture, organization, and expectations of 
stakeholders. Practical. Rooted in the community of common interest.

Responsible business enterprise

 
A learning organization adept at understanding its relevant context, its 
organization, culture, and its core beliefs.  Thus owners, managers, 
employees, and agents can build an enterprise that with standards, 
procedures, 
and expectations; structures, systems; communication and feedback; … that fosters 
the stakeholder expectations. Thus improve business performance, make

a profit, and to contribute to the economic progress of its community.

Responsible officer

 
High-level person, responsible for managing the business ethics 
program. 
Owner, director, or senior manager. 

Reward system

 
Motivate employees who uphold core values and fulfill ethical goals in their 
day-to-day activities. Rewards may be promotions, pay raises,


bonuses, and public recognition. Rewards may also be informal, with private 
praise or a special meeting with the CEO. A reward system reinforces commitment 
to ethics and encourages employees and managers to conduct themselves 
according to the guidelines of the enterprise’s code of ethics.

Risk management

 
Helps the owners and managers to plan, organize, and control the day-to-day 
operations and minimize risks to capital and earnings. Includes forex, 
accidental, financial mismanagement, fraud and embezzlement, corruption, loss 
of 
reputation, HIV/AIDS, employee health and safety, and their operational risks.

Social capital

 
The mutual trust and shared values among stakeholders. Which motivates  work 
together on a cooperative basis. Accrues through performance  and trade groups, 
business associations, service clubs, charities, and nongovernmental organizations.

State capture

 
Effort by an enterprise to shape the laws, policies, and regulations of the state to its 
own advantage by providing illicit, illegitimate transparent private gains to public 
officials.

Stretching suppliers



Technique for obtaining extra finance from suppliers. Methods include: 



paying little and often, promising big orders, quoting competitive better 



terms, taking discounts, complicating the accounts so that expediting 




becomes difficult.  Not ethical, but works so well.

SVA - Share Value Added



Complex concept, Simplified, SVA is a key financial objective. SVA is 



produced when the sustainable cash flows and dividends lead to 



increased short term and long term share value, as related to the share 



index by the Beta coefficient. Directly related to EVA. Opportunities for 



unethical reporting with  options to management.

Tax law



Regulations for computing the tax due by a business.  Not necessarily 



good  accounting principles but often followed in many countries. Sets 



the rules for computing profit in terms of taxable income and allowable 



deductions.  Companies comply with tax regulations to minimize the tax 



liabilities.  Not the same as generally accepted accounting principles. 



Some companies adopt tax regulations in the books and thus produce 



distorted financial statements. Not necessary to follow tax rules into the 



company records !  Keep separate  records for tax purposes.  Many 



opportunities to avoid tax with unethical  overseas legal; entities. May 



motivate highly unethical behaviour.

Triple bottom line

 
Reporting that requires enterprises to evaluate their social and environmental 


performance to the same degree they evaluate and report economic performance.

Values statement


Sets out a clear core values that make an enterprise special in the 
market. 


Explained as relevant to context and culture of the enterprise. Establishing
core 


values requires consideration of the expectations of 
both internal and external 


stakeholders.

Vision statement


 Expresses a view of success for the enterprise. Incorporates the short- 
and 


long-term objectives. Provides an opportunity to publicly declare its role in the 


market and in civil society and to set a standard that it can be expected to meet.
APPENDIX F - BUSINESS ETHICS – A GOVERNMENT VIEW
TWELVE GENERAL RULES OF CREATIVITY AND CHANGE

IN DEALING WITH GOVERNMENT DEPARTMENTS

IN HEALTH CARE AND OTHER ISSUES

1. 
Your company will have an image with Government – honest or trader or thinker or crook or expensive or sincere. Which is it ?
 

2. 
 People change a lot in Government and move up and down. You probably need to start afresh with each project

3. 
Science needs to be made simple for politicians. They understand big 
 pictures better than detail.
4.  
The bottom line (money) is always an issue in both public and private sectors.
 

5. 
One man’s savings is another mans cost. Early detection may simply bring forward health treatment costs !

6. 
Be careful with promises about long term savings.  Whenever possible do a reverse [client] economic impact assessment.

7. 
Remember the politicians common test:  "How will it look in the papers?"
 
8. 
Don’t expect favours from government.  It  is “not ethical”.  Choose your lobbyist with great care.


9. 
The public sector and politicians are very wary about Pharmaceutical  
Industry. Pitch hospitality carefully…. it can rebound.
 
10  
Never forget the power of civil servants … who in technical areas usually call the shots … and who can “forget” so easily … 
 

11. 
In the links between Aids/HIV/TB … a simple elegant presentation will run further than complex tables.

12.  
Money is a great motivator !  (In the final stages of the program which  eliminated smallpox from the world, the funding offered and paid $1000,to anyone …who could be the first … to report any new valid case of smallpox infection!). 

APPENDIX G - Another Viewpoint

1. There is definitely such a thing as right and wrong behavior.  To maintain differently is to court anarchy and disaster.


2. Three guidelines for ethical behavior:
d. 
Conscience of the person faced with a moral choice, with the penalty of feeling  guilt, shame and remorse if we do the wrong thing
e. 
Judgment of the community and wider society, with the penalty of public opprobrium, disgrace and loss of status or 'face'.

f. 
Judicial judgment with fines and prison sentences, which comes into play if the first two are failing to curtail wrong behavior.


3. 
The individual can go wrong because of misjudgment in complex cases where more than one criterion of what is right is operative. Different criteria operate in different cultures. A person may not understand what he is getting into. Moral development of the person has been deficient due to bad parenting and neglect, poor school education, lack of positive role models, general moral culture eroded. I if this happen the public censure function weakens, requiring laws to prevent the slide into anarchy.


4.    Moral code in the west was formed by the principles of good behavior formulated in the Christian ethic.  Greeks and Romans established the concept of virtue(s), i.e. good habits of living, not inherited, but established through education and personal exercise. They saw the natural state of man as tending to evil (see Homer's epics).

5.    This notion became a distinctive feature of Christian thought about ethical behavior.  The tendency to evil in each of us had to be faced and vanquished over and over again.  The second major source of our moral sensitivity was the principles of love and forgiveness, as formulated by Christ.

6.   Moral behavior was classified into lists of virtues. The first major virtue in antiquity was being righteous, just, in one's dealings with others - letting each have his/her due.  The first virtue in the Christian tradition is love - love that gives to others without getting something back, with the interesting distinction that in dealings in the market place of life we expect quid pro quo.  However, in personal relationships characterized by love (e.g. between parents and their children) we give and receive without keeping account.  We do not put limits on what we expect from and give to our loved ones. Coupled with righteousness love yields forgiveness.

7.    Righteousness, the prime virtue, was seen as being the result of three other cardinal virtues: being sensible or wise; courage; and being temperate, moderate.

8.  The six major character strengths are: 

1.
Wisdom and knowledge
2. 
Courage - persistence, integrity (authenticity, honesty), and bravery. 

3
Humanity – kindness and social intelligence.

4
Justice – citizenship, social responsibility, loyalty and teamwork, fairness and leadership.

5.  Temperance - forgiveness and mercy, humility and modesty, prudence and self control.


6.    Transcendence - gratitude, hope (optimism, future-mindedness),   
    

               gratitude and humor. 


9. From tradition, the cardinal vices include 
1. Jealousy
2. Greed
3. Arrogance

4. Anger
5. Laziness
6. Lust.

10.    Another way of approaching the ethics topic is by way of values and norms. Values means desirable behavior,  interpreted as applied to concrete cases Christian values formulated as love for God and your neighbor (as for yourself).  The Ten Commandments present these principles into more specific circumstances.
11.   A profession's code of ethics states principles. Of ethical or unethical behavior.  New, contested cases and problems arise all the time. Causes of unethical' behavior includes: insufficient training in the ethical code. 

12.    There have been many attempts to get management recognized as a distinct profession, which is unlikely to happen without as there is no binding code of ethics for the job.  Business has no internal ethical controls, only the external legal system.  
13.    Ethical behavior in business is seen by the large public, if not
by the practitioners themselves, as avoiding "being caught out by the law".  Not motivated by positive principles but only a cynical game of skirting illegality.

14.   What behavior change to hope to generate? Is unethical behavior is so prevalent that the individual is virtually powerless to do something positive about it.

15. 
The course of action for readers is to choose and maintain   for themselves in an ethical way of behaving in business.  Be prepared for unethical behavior, recognized in good time to respond positively to it.  The easy way out is to ignore it, to look the other way, but that is a cop-out. Be a “slave”, not a professional manager!

16. "The Anatomy of Greed' (the Enron story) may be a useful learning experience. Night.  Not only did the perpetrators of that fiasco cunningly mislead capable people both inside and outside the company.  By cynically playing at being' charismatic', they seduced their own employees, made them unwitting co-conspirators and quieted their misgivings until it was too late for action.

17. Constant vigilance is required.  If something fishy is detected the person has the choice of withdrawing from the perceived inequity (the more passive response) or of becoming a whistle blower.  The latter, active response calls for courage to face probable vicious attempts to discredit or even eliminate the whistle blower.

18. From the point of the responsible individual looking for an appropriate response to questionable behavior, there is another possibility: early preventive action - by very carefully vetting prospective employers. Especially where business performance is almost too good to be true extreme vigilance is required.  
19.   Inquiring from stakeholders about how the employer is perceived is in order.  For example, an employer who deliberately screws suppliers is unlikely to be too scrupulous in other respects.  The public standing of directors is another avenue, as are their records of their personal share transactions.   Inspection of the employers' declared values and the way they are operationalised is important
20.    Private sector crime is not only, and perhaps not even mostly, a top executive misdemeanor. You could present factual information on shoplifting "shrinkages", losses due to fraud committed by relatively junior level personnel, etc. 
21.   The point is that as we move towards a more relativistic view of what is right and wrong, children are increasingly growing up in an ethically 'permissive' or neutral atmosphere, where eventually e.g. owning property is seen as evidence of crime committed against society at some stage in some unspecified manner.
22.   Coupled to this is evidence about increasing laxity in the field of public morals, where politicians argue that as long as they have not been convicted of a crime they've behaved ethically.  Should one sound some warning about this in your course or maintain a discreet silence?  What I am saying is that the malaise is general, not restricted to business.


I hope this alternative view is helpful in planning your personal ethics strategy for the future….
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