Chapter 6 – Ethics of Business: Management and Leadership
· “Corporate ethics programs”- Some combination of a statement of values, codes of conduct and/or ethics, ethics training, ethics audits and consulting services, ethics officers and committees, and ethics reporting system.
· What would you do if?
· Types of rationalization (moral reasoning):
· Unlikely to get caught
· Customers do not care
· Necessary for survival in a competitive business
· They work hard and deserve more
· No reporting small amounts okay
· They paid too much tax
· Governments waste their money
· Large business gets more tax breaks
· Do any of these justify the practice?
· 2008 Revenue Canada study
· cheating on taxes was limited by the belief that most business persons wanted to run an honest, legitimate business
· greed was the basic factor encouraging evasion
· fear of getting caught was considered a deterrent
· chances of getting caught were thought to be low
· some entrepreneurs were concerned about their reputation (renovators and caterers) but most felt that customers would not know or care
· evasion of large amount of taxes was considered a crime, but evading small amounts was considered justifiable
· It kept the business viable.
· Small business pays too much tax, government wastes money, and large business gets more tax breaks than small business.
· Small business persons deserve compensation for working hard and long hours
· Two main cheating activities
· Paying people “off the books”
· short-term work
· workers asking to be paid this way
· labour shortages
· business struggling financially. 
· In the construction sector
· workers in the home renovation business
· sub-trades on commercial jobs
· lower-skilled or lower-risk work
· risk:
· fear of getting caught
· ability to declare labour costs as an expense
· liability in event of injury
· work for commercial customers less liked to pay cash
· risk of worker disclosure
· Hiding income
· some unregistered businesses work entirely underground
· the business is struggling financially
· the business owner has close control of operations
· business operations objectives are short-term
· business that pays some workers off the books
· In the hospitality industry another factor is that many customers pay in cash
· less likely to occur when
· business is financially successful
· business objectives are long term
· complex management systems exist
· doing business with commercial customers
Section 6.1: Statement of Values
· “Statement of Values”- A description of the beliefs, principles, and basic assumptions about what is desirable or worth striving for in an organization.
Everyday Ethics 6.1
This is talking about how Camero who is the largest uranium producer and how it has values. Like Safety and environment, people, integrity, excellence.
· Key components:
· Key stakeholder interests to be satisfied and balanced
· Emphasis on quality and/or excellence
· Efficiency
· Work climate
· Observance of codes
· However
· Managers are often confused about what a value is.
· It is not easy to identify the appropriate values.
· There can be too large a number, therefore difficult to determine core values.
· Some are ethical; others not.
· Values selected may be in conflict with one another
· CFIA Statement of Values
· As employees of the Canadian Food Inspection Agency . . .
· We value scientific rigour and professional and technical competence. These play a crucial role in our decision making. We do not manipulate science to achieve a desired outcome but acknowledge that other factors must be taken into account in this decision making.
· The reputation and credibility of the Agency are vital to our ability to deliver our mandate. As such, we behave, internally and externally, in a way that trust is preserved.
· We are proud of the contributions we make to the quality of life of Canadians. We value dedication and responsiveness from all employees day to day and, particularly, during an emergency.
· We value competent, qualified and motivated personnel, whose efforts drive the results of the Agency.
· To develop effective policies and strategies, we value the perspectives of the stakeholders who are affected by our decisions.
· We maintain our regulatory independence from all external stakeholders. We have the courage to make difficult and potentially unpopular decisions and recommendations, free from personal bias.
· We are committed to our physical and psychological well-being.
· Canadian Institute of Planners
· To respect and integrate the needs of future generations. CIP members recognize that their work has cumulative and long-term implications. When addressing short-term needs, CIP members acknowledge the future needs of people, other species and their environments, and avoid committing resources that are irretrievable or irreplaceable.
· To overcome or compensate for jurisdictional limitations. CIP members understand that their work can affect many jurisdictions and interests. Therefore they practice in a holistic manner, recognizing the need to overcome the limitations of administrative boundaries.
· To value the natural and cultural environment. CIP members believe that both natural and cultural environments must be valued. They assume roles as stewards of these environments, balancing preservation with sustainable development.
· To recognize and react positively to uncertainty. CIP members believe that the long-term future is unpredictable and develop adaptable and flexible responses to deal positively with this uncertainty.
· To respect diversity. CIP members respect and protect diversity in values, cultures, economies, ecosystems, built environments and distinct places.
· To balance the needs of communities and individuals. CIP members seek to balance the interests of communities with the interests of individuals, and recognize that communities include both geographic communities and communities of interest.
· To foster public participation. CIP members believe in meaningful public participation by all individuals and groups and seek to articulate the needs of those whose interests have not been represented.
· To articulate and communicate values. CIP members believe in applying these values explicitly in their work and communicating their importance to clients, employers, colleagues and the public.
Section 6.2: Codes of Conduct and Ethics
· “Code of Conduct”- explicitly states what appropriate behaviour is by identifying what is acceptable and unacceptable
· Rules imposed by others
· “Code of Ethics”- a statement of principles or values that guide behaviour by describing the general value system within which a corporation attempts to operate in a given environment
· Self-imposed guidelines
· See page 118 Table 6.1 – Distinction between codes of conduct and codes of ethics
· Types of Codes
· Corporate or business enterprise
· Made for internal use
· Professional organizations
· Often more strict
· Industry and sector
· Voluntary codes, often developed in conjunction with Government agencies ie. real estate, financial planning
· Single issue
· Fair trade, child labour, animal testing
· Codes from national and international bodies
· UN, OECD
Everyday Ethics 6.2
This is talking about “The Manulife Financial Code of Business Conduct and Ethics (the code)”. The code is organized into eight main sections: why ethics matter, living Manulife Financial Values, ethics in the workplace, ethics in your business relationships, conflicts of interest, handling information, ethics and the law, a final word.
Everyday Ethics 6.3
This is talking about codes of ethics for Ceritified Finanical Planner (CFP).They must follow these principles in order to comply with the reason. 1.Integrity, 2. Objectivety, 3. Competence, 4. Fairness, 5. Confidentiality, 6. Diligence.
· “Content”- the content of codes varies  - see page 121 table 6.2 for Content of codes of conduct and codes of ethics
· Criticisms of Codes
· Often unenforceable
· If enforced, penalties are sometimes insignificant
· Unnecessary, as most corporations already operate ethically
· Sometimes ignored in practice
· Often idealistic
· Written in meaningless generalities
· Merely to prevent government legislation
· Mere response to public criticism
Section 6.3: Ethics Training
· Ethics Training
· Managers or outside consultants
· Online exercises
· Practical checklists and tests (Pagano model)
· Is it legal - key
· Benefit/cost test – Utilitarian “greatest good”
· Categorical imperative – universal standard?
· Light of day test – the Ottawa Citizen test
· Do unto others – Golden Rule
· Ventilation test – a second opinion
· “Conflicts of Interest”- A situation in which an individual has a private or personal interest that is sufficient to appear to influence the objective exercise of that individual’s duties.
· Three types of conflict: 
· Real – it occurs when there is an existence of private interest, when it is known to the employees
· Apparent – occurs when conflict of interest can be deduced from appearances
· Potential – occurs when situation that may develop into actual conflict – when employee can foresee that they have private interest that can influence the duty or responsibility.
· Examples: see page 124 table 6.3
· Self-dealing – exists where a manager or employee takes an action in an official capacity that involves dealing with oneself in private capacity and that confers a benefit to oneself.
· accepting gifts or benefits – involves acceptance of some benefits
· influence peddling- the practice of soliciting some form of benefits
· using employer’s property – the inappropriate use of an employer’s property
· using confidential information – the use for personal or private purposes of confidential information obtained from some other source
· outside employment or moonlighting – the work or activity in which an employee engages outside normal working hours for additional remuneration
· post-employment – subsequent or future employment where information or contracts obtained during employment results in some benefits
· personal conduct – the situation where an employee’s behaviour in private life may reflect adversely on the employer
Section 6.4: Ethics Audits and Consultants
· Ethics Audits:
· Systematic effort to discover actual or potential unethical behaviour in an organization.
· Preventive and remedial purpose
· Useful in conjunction with a code of ethics
· Usually conducted by consultants 
· Consultants:
· Arms-length to the organization
· Advise management “freely”
· May design and perform related training
· See the “Ethics Practitioners’ Association of Canada” p125 
Everyday Ethics 6.4
This is talking about how “The Canadian Financial Industry” has experienced several conflicts of interest, usually with an employee of financial firm and an investor, or client. There is recent conflict of interest in governance arrangements or mutual funds. The solution to this proposed by the securities regulators is require investment funds to have independent oversight of how they manage or monitor conflicts of interest.
Responsibility for Ethics 6.1
This is talking about “The Ethics Practitioners’ Association of Canada was formed in 1996. The association  developed standards for its members.
Section 6.5: The Role of Ethics Officers and Ethics Committees
· “Ethics officers”:
· Independent manager
· Reports to the board of directors or CEO
· Reviews complaints or information from anyone in the organization or any stakeholder
· Studies situation and recommends action if necessary
· Responsible for the ethics program
· “Ethics committees”: A group, comprising directors, managers, or staff, formed to monitor ethical standards and behaviour.
· Comprising management, employees, and outside stakeholders
Section 6.6: Ethics Reporting Systems and Whistleblowing
· “Whistleblowing”: an act of voluntary disclosure of inappropriate behaviour or decisions to persons in positions of authority in an organization.
· Reporting systems (e.g., hotlines)
· Whistleblowing: Issues see page 127
· Remain silent, quit, or disclose wrongdoing?
· Does obligation to employer supersede obligation to self, profession, or industry?
· Will whistleblower be believed?
· Is whistleblower hero or snitch?
· Who should the whistleblower contact?
· What will the consequences be?
Everyday Ethics 6.5
This is talking about Barrick Gold has an extensive “Compliance and Reporting” section in its code of Business Conduct and Ethics. See page 127
· Public Service of Canada
· Any public servant who witnesses or has knowledge of wrongdoing in the workplace may refer the matter for resolution, in confidence and without fear of reprisal, to the Senior Officer designated for the purpose by the Deputy Head under the provisions of the Policy on the Internal Disclosure of Information Concerning Wrongdoing in the Workplace.
· Furthermore, any public servant who believes that he or she is being asked to act in a way that is inconsistent with the values and ethics set out in Chapter 1 of this Code can report the matter in confidence and without fear of reprisal to the Senior Officer, as described above.
Everyday Ethics 6.6
· The Informant (2009)
· Price-fixing of a product
· Boiler Room (2000)
· Improper stock pricing
· A Civil Action (1998)
· Environmental
· Erin Brockovich (2000)
· Environmental
· The Insider (1999)
· Tobacco
· The Rainmaker (1997)
· Medical insurance
· “Famous” Canadian Whistleblowers
· Duncan Edmonds (1984)
· Advised that the Minister of Defence had visited a West German strip club while carrying Secret NATO documents
· Result: the Minister was fired, as was Edmonds
· Allan Cutler (1996)
· “AdScam” sponsorship scandal
· Result: fired, but new law protecting whistleblowers resulted
· Joanna Gualtieri (ongoing)
· Reported that Taxpayer $ was being used to fund “lavish” housing for our diplomats, contrary to policy
· Result: harassed, pushed to “dead end” job: so she sued
Section 6.7: Ethics – Who is Responsible?
· Boards of directors?
· Should identify values and ensure processes are in place
· Management? 
· Vital for success: announce, champion, lead by example, take real action when needed
· Three models of moral management: see page 130 table 6.4
· Immoral (devoid of/opposed to ethical principles)
· Amoral (without ethics, but not actively immoral)
· Moral (conform to high standards of ethical behaviour)
Section 6.8- Ethics Programs: Approaches
· “Classifications of Programs” –
· Formal approach
· based on organizational norms that are written as a code of conduct – rights ethic
· Monological approach 
· allows organizational members (e.g., managers, employees) to determine for themselves what is right or wrong – justice ethic
· Dialogical approach
· Emphasizes communication before decisions are made and implemented – stakeholder influence
· Could be problematic as it’s more focused on process not outcome
Everyday Ethics 6.7
This is talking about Integrity and Leadership at TD Financial Group. Also how the do the right thing, be ethical, treat people with respect, actions speak louder than words.
· “Compliance-based versus Values-based Programs”- see page 132 table 6.5
· Compliance-based		
· Rules, laws, policies
· Prevent criminal conduct
· Lawyer-driven
· Employee discretion limited
· Code of conduct
· Values-based
· Values/ethics/principles
· Enable responsible conduct
· Management-driven
· Employee discretion increased
· Code of ethics
· “Integrity management” combines the two – An ethics program that combines a compliance-based and a values-based approach
Section 6.9 – Ethics Programs: Evaluation and Benefits
· Criteria for an Effective Ethics Program
· Visibility
· Ownership
· Fit
· Balance
· Success through
· Understanding existing culture
· Communicate importance of standards
· Focus on the reward system
· Promote ethical leadership throughout
· “Ethics Programs: Potential Benefits”
· Business practices more beneficial to society
· Alignment of corporate behaviour with values
· Heightened ethical sensitivity of employees and managers
· Avoidance of criminal acts
· Integration of values with quality and strategic management
· Recognition of stakeholder impacts
· More favourable public image
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