Ethics as a Business Process

By Dave Kinnear
dbkAssociates, Inc.™

Why discuss ethics now?

I recently posted a version of this essay on my company web site. Within one month, that
article was driving over 50% of the hits on our web site. Several directory listings picked up
the article and that drove even more folks to our site. Then | started receiving e-mails from
managers interested in this topic as well as many students in MBA programs researching
corporate ethics. And, this is a timely subject based on the news headlines and the questions
employees, customers, and investors are all asking our corporate leaders.

What is Ethics?
We can start with some definitions as found in a dictionary:

1. Study of morality's effect on conduct: the study of moral standards and how they affect
conduct (takes a singular verb) Also called moral philosophy

2. Code of morality: a system of moral principles governing the appropriate conduct for an
individual or group (Encarta World English Dictionary © & (P) 1999,2000 Microsoft
Corporation.)

This is a slippery issue, especially for business folks trying not to “harass” employees, or to
force “moral” values upon them that might be contrary to their own culture. So this is a very
difficult topic to discuss openly. | propose it is time for a hard look at the definition of
ethics, and come up with a way to discuss this in our business communities. Here is a
proposed definition:

Ethics is the process whereby we choose between competing moral and/or
economic values.

Moral values involve judgments of right and wrong whereas ethics is the process for
choosing between competing moral values. Moral judgments most often are based on what
somebody's conscience suggests is right or wrong, rather than on what the law says should be
done.
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I am proposing that we re-define ethics for the purposes of business. The reason for such a
careful definition is that we have a bit of a problem with the “moral” aspect of this definition
and we need to tread very carefully around how we develop our business culture. If we look
at the second dictionary definition above (2.), we see why this is a difficult topic in the
business world. Some would say that the second definition fits their concept of religion. And
this is where the problem lies. So, | am proposing a new definition in order to put in place a
“code of conduct for individuals,” that achieves our business goals and at the same time
avoids the Enron and WorldCom debacles.

There is no way that a company is going to avoid deciding between competing moral and/or
economic values. The difficulty is getting our individuals, who all hold different moral
values, to comply with the culture of the company so that we do not have to micromanage
every action every day. When we have other physical processes, we codify the individual's
response as much as we can. We do that with detailed policies, processes, and procedures. |
am suggesting that we do the same with our Ethics Process. Training, communicating and
consistent application apply to the ethics process just as they apply to any other process.

Ethics is a process because:
o The series of actions are the decisions we make between competing values
e Can be optimized by “codifying” the decision making procedures — policies,
vision statements, etc.
e Can be revised with new technology or information

Notice that our corporate hands are tied more than an individual's hands in that the
corporation cannot condone breaking the law. Yet one of the definitions of “moral” clearly
says doing what someone's conscience suggests is right regardless of the law. So, we may say
someone is ethical when they decide to run a red light in order to rush a severely injured
person to the hospital emergency room. Another definition of ethics comes from a phrase
penned by Lord Moulton, a British jurist in the 19th century, who described ethics as simply
“obedience to the unenforceable.” If we merely follow the enforceable, that is, the law of the
land, then we are not necessarily going to act civilly or ethically in matters that are not
enforceable.

So if we combine the previous definitions, we can identify ethics, as a process because there
are a series of actions; they would be the decisions we make. And we can prescribe how we
want the process to be carried out, even optimizing it as we put it into practice.

Further, if we make sure that the process is focused on corporate goal achieving activities
then it is certainly a business process. It must be clear from the Mission and Vision
Statements right down to the detailed desk procedures

Ethics is a Business Process because:
e One can focus the “Ethical Process” on business needs
o Can be strategic and competitive advantage
e It's “good business” — especially now

Why view ethics as a process or model?
e Processes can be revised, optimized, and simplified
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e It minimizes or directs some of the unwanted individual “morality” beliefs on the
business
e ltis less judgmental as a process

But is this a compelling way to look at ethics? | submit that it is in several important ways:

First, we are all used to revising, optimizing, and simplifying our processes. By identifying
our “ethics” as a process, we should be more willing to accept that actions from previous
years may not be acceptable moving forward since we have new information saying that the
consequences of our decisions have changed. There were no serious competing moral values
to consider when using Freon in our air-conditioning units until we discovered a high
probability that it hastened the destruction of the Ozone layer above us.

Second, if ethics is left to individuals, we may or may not get compliance with the
unenforceable part of the business culture. Remember, that is a shorthand definition of ethics:
Ethics is compliance with the unenforceable.

Third, many MBAs and management experts tell us that we need to flatten our organizations
and move decision making as close to the customer as possible. “Organizing for innovation
means flattening the organization hierarchy, giving more responsibility to the lower levels,
and scuttling discipline-oriented departments in favor of ad hoc mission-team groups.” —
MIT Productivity Study, Made in America. If we are to follow this advice, we must make
sure that the decision making process is in harmony with the corporate culture or ethical
process.

Fourth, and perhaps most powerful for us in the business world, by looking at Ethics as a
process whereby we choose between competing moral and/or economic values, we are not
making any negative statement about those moral values. In fact, we are lifting them up as
being worthy of consideration. This gives us a language for explaining our decisions that is
respectful of many different views. We no longer have to say some one or some company is
unethical or immoral. We may question their process but as long as they have one and follow
it consistently, they are ethical in that sense.

The perception of the public seems to be that companies will do anything they can get away

with in order to increase stockholder value. But

companies comprise individuals. Companies cannot | In the end, there is no such thing
take action; they are only a legal entity. The public as business ethics, or personal
sees that companies (individuals) will even ethics, or medical ethics, or
knowingly break the law. Polluters, for example, engineering ethics. In the end
often knowingly violate the laws and ordinances there is only ethics.™

because the fines are smaller than the cost of compliance. This is questionable business
practice because it usually has only a short term gain.

By letting the law be the decision making process, we turn control of the company over to the

law makers and are more at their mercy than we are today. We will invite more laws and
restrictions (such as the Sarbanes-Oxley act). Another, more conservative approach would be
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to make sure that the decision making process holds employees to a higher standard - that the
company will be seen as a good corporate citizen.

So the question here is simple: faced with a similar predicament, would your managers
understand the "corporate” culture? Would they understand the Ethics Process? Would they,
because you as the leader cannot make all the decisions, carry out their duties and choose the
right competing moral values based on that ethical process?

Despite all this discussion, there really is no such thing as Business Ethics. That is why |
chose my words carefully; that Ethics is a process, and it can be a business process, but it
isn't a business process alone, segregated from the rest of our existence. There is, finally,
only ethics as a process whereby we choose between competing moral and/or economic
values. We cannot separate this process from our personal and business lives. | offer as a
thesis that we cannot be ethical in one and unethical in the other and say that we are ethical -
that is, have thought about, understand, and consistently apply our decision making process.
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