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This book is intended for those who lead or aspire to lead business
organizations. It is about the challenges of building and maintaining or-
ganizational integrity in the business environment of the 1990s—an envi-
ronment that is dynamic, competitive, culturally diverse, and informa-
tion-intensive.

I hope that anyone who studies the materials in this book will be re-
warded with a rich understanding of organizational integrity in both
concept and practice. But it is important to note at the beginning that the
term integrity is not being used in its narrow sense as a synonym for hon-
esty, but in its broad sense to refer to the qualities of self-governance, re-
sponsibility, moral soundness, adherence to principle, and constancy of
purpose. The general concern of the book is how leaders build and main-
tain organizations with such qualities—in short, how they build self-gov-
erning organizations guided by a sense of purpose, responsibility, and
ideals.

More specifically, the cases, introductory essays, and readings in the
book aim to shed light on three main topics:

* Why organizational integrity is important.
* What strategies managers can use to build organizational in-
tegrity.
* What knowledge, skills, and concepts managers need to lead high-
integrity companies.
Two facets of the leader’s role are emphasized: the leader as decision
maker and the leader as organization builder.
Although integrity is typically regarded as an attribute of individuals,
the materials in the book show why it is important to think about in-
tegrity in organizational as well as personal terms. As the cases illustrate,
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Preface

there are essential links between organizational integrity and the per-
sonal integrity of an organization’s members. High-integrity organiza-
tions cannot exist without high-integrity individuals, but at the same
time individual integrity is rarely self-sustaining. Without organizational
support systems and ethical boundaries, good people can lose their bear-
ings when faced with pressures, temptations, and heightened perfor-
mance expectations. Organizational integrity, moreover, goes beyond
personal integrity. It rests on a concept of purpose, responsibility, and
ideals for an organization as a whole. Part of the leader’s role in building
organizational integrity is to develop this ethical framework and the or-
ganizational capabilities needed to make it operational.

* Inan important sense, this is a book about ethics. But in another sense,
the ethics label is misleading. The book, more fundamentally, is about
management and organizational leadership. The basic thesis of these ma-
terials is that ethical thinking is an important leadership skill and a
source of organizational strength. It is a building block for organizational
integrity, which is a valuable corporate asset. But building and maintain-
ing organizational integrity require more than ethical thinking alone. As
the cases show, technical competence, appropriate organizational struc-
tures, and excellent communications skills are among the other capabili-
ties required.

This strategic perspective on ethics sets this book apart from many

texts on business ethics. Indeed, some may reject the approach taken
here on the grounds that it is dangerous or inappropriate to think strate-
gically about ethics. Ethics, we are told, must be valued for its own sake.
While there is an important kernel of truth behind this warning, it is
equally important for organizational leaders to understand that ethics is
intensely practical. Ethical norms and ideals serve an important purpose
in facilitating cooperation, providing direction, and setting limits—all of
which can enhance organizational effectiveness. In my view, the real
danger lies in losing sight of this purpose and relegating ethics to the do-
main of superstition or irrationality.
"~ Of course, every organizational leader must consider what ethical
norms and ideals should be embraced. What framework of responsibili-
ties should be adopted? The cases and readings collected here allow stu-
dents to consider these issues in concrete circumstances where the stakes
are substantial. Although the text includes conceptual and background
essays, as well as excerpted readings, central emphasis is placed on the
cases to bring this/material alive.

One of the primary benefits of learning through cases is the opportu-
nity to explore ideas in action. Readers unfamiliar with the case method
will want to make a special effort to put themselves in the shoes of the
case protagonists. They should try to approach the issues as decision
makers and actors rather than passive observers. Although much can be
learned from simply reading the cases, even more value can be derived
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from imaginative participation in the situations presented. The cases,
moreover, provide a laboratory for examining the concepts and frame-
works outlined in the text, while giving readers the chance to hone their
analytical and decision making skills.

The cases in the book have been selected to allow discussion of a wide
range of ethical issues. Among these are the perennials of honesty, fair-
dealing, product safety, and adherence to law, as well as newer and
emerging issues such as information privacy, human rights, environ-
mental protection, and conflicting standards of responsible behavior
around the world. These issues are explored through situations set in a
variety of industries and companies, large and small. Financial services,
health care, global retailing, aerospace, hospitality, and electrical power
production are among the industries covered. Several cases are set in an
international context, allowing readers to compare and contrast differing
national environments for corporate ethics.

While offering important opportunities to learn about topical issues of
ethics, the cases have also been selected to promote learning at a deeper
level. The most fundamental learning concerns the processes and criteria
managers use to make decisions and lead their organizations. In-depth
study of the Lotus MarketPlace:Households case, for example, should
give readers not only a better understanding of data privacy issues but
also a better understanding of sound approaches to making business de-
cisions. By comparing the E. F. Hutton case with the Salomon Brothers
series, readers will see dramatically different approaches to leading an
organization through a crisis triggered by misconduct. One approach led
to the demise of a once-successful corporation, while the other led to an
organizational rejuvenation. The cases offer many opportunities for such
comparisons.

This collection of materials throws a spotlight on ethics, but it makes
no attempt to separate questions of ethics and corporate responsibility
from the other issues organizational leaders must deal with. In fact, the
opposite is true. In each case, the ethical issues are closely intertwined
with strategic, organizational, financial, and legal issues.

Readers accustomed to a neat separation between ethical issues and
management issues may be puzzled by the wide-angle approach reflected
in this book. They may question whether some of the cases are really about
ethics at all. However, the cases have been selected to reveal the ethical un-
derpinnings of what might otherwise be seen as straightforward manage-
ment issues having nothing to do with ethics. As managers grapple with
choices about organizational structure, compensation practices, new prod-
uct development, or worldwide sourcing, they are also dealing with issues
of organizational values and responsibilities. Both ethical and economic
understanding must be brought to bear on these choices. Moreover, as the
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introductory case suggests, getting the management enterprise off the
ground at all can be a formidable challenge in the absence of a basic ethical
framework to guide the organization’s development.

The cases reflect the inconvenient reality that ethical issues typically
arise in situations that are complex and highly charged. The true ethical
challenge is to chart a responsible course of action in the face of multiple,
and often competing, considerations. Framing the issue and identifying
the relevant considerations are often the most important steps in work-
ing toward a responsible solution. For this reason, the cases are rich with
information. Although ethics, like many subjects, may and indeed
should be studied as a discrete field of inquiry, this book assumes that in
the final analysis, ethics cannot be treated as something separate from
management decision making and organizational leadership. Business
leaders must be sensitive to ethics and skilled in ethical thinking, but
they must also have a practical approach to integrating ethics into their
decision processes and into the fabric of their organizations.

The structure of the book is straightforward. It has three main parts,
each consisting of an introduction followed by a series of cases, and a
brief concluding section. The introductory segment of each main part
provides the conceptual background needed to understand the cases and
a framework for analyzing them. The concluding section includes ex-
planatory background and a series of readings on corporate purpose and
responsibility.

Part [ introduces the concept of organizational integrity and explores
the reasons executives have turned their attention to ethics in recent
years. Four problem-centered cases give students an opportunity to ex-
amine the different ways sound ethics contributes to organizational ef-
fectiveness. In each case, senior managers must diagnose the problem
presented and decide on a plan of action for going forward.

Part II concerns strategies for building organizational integrity. Two
of the four cases illustrate strategies focused on preventing misconduct.
The other two present strategies based on positive concepts of ethical ex-
cellence. Through this series of cases students examine the leader’s role
in building integrity, consider the various levers executives can use in
this endeavor, and assess the merits of alternative approaches.

Part III focuses on responsible decision making, the ultimate expres-
sion of organizational integrity. The module presents several high-stakes
decisions involving difficult ethical issues for senior management. Each
involves at least one of the classic challenges of responsible decision
making: (1) interpreting ethical principles in light of social and techno-
logical change; (2) applying ethical principles in the face of factual uncer-
tainty; (3) making trade-offs when stakeholder interests compete; and
(4) dealing with conflicts among ethical standards in different regions of
the world.
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The cases give students an opportunity to apply the decision frame-
work outlined in the introduction to Part III and to explore the corpora-
tion’s responsibilities to its different stakeholders. The emphasis is not on
right versus wrong, but on developing a decision process that will help
managers make responsible, ethically informed choices.

The conclusion focuses on corporate purpose and responsibility, the
central element of a company's ethical framework. This section contains
a series of short readings illustrating different conceptions of corporate
purpose and responsibility. Readers are encouraged to examine these
conceptions critically and to reflect on their own views as they prepare to
build, lead, or maintain high-integrity organizations.

My hope is that readers find this book compelling as an argument and
useful as a guide. The materials presented here underscore the central
importance of ethics and organizational integrity in today’s dynamic
marketplace. Perhaps more important, the materials provide concepts
and frameworks that can be put to practical use. I hope these ideas will
prove valuable to executives and managers who every day strive to
make sound decisions and build more effective organizations.

Lynn Sharp Paine
Boston, Massachusetts
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UNDERSTANDING
ORGANIZATIONAL

INTEGRITY
The Role of Ethics

Once considered a frill or even a costly diversion, attention to ethics is in-
creasingly seen as a fundamental aspect of organizational leadership. In
recent years, many executives have launched corporate ethics or values
initiatives. Some have created corporate ethics offices, board-level ethics
and corporate responsibility committees, or task forces to deal with diffi-
cult ethical issues. Others have introduced training programs to heighten
awareness of ethical issues or to help managers integrate ethical consid-
erations into their decision processes.!

An observer of these developments might well ask, “Why all the at-
tention to ethics?” The cases in Part I of this book suggest a range of an-
swers to this question. As the cases illustrate, there are several quite dis-
tinctive reasons that business leaders have added ethics to their agendas.
However, the simple overarching explanation is that many have come to
regard a value system based on sound ethical principles as a foundation
of organizational excellence. They seek to develop their company’s ca-
pacity for ethical self-governance because they see organizational in-
tegrity as a corporate asset. Although organizational integrity depends
on far more than ethics alone, it starts with an ethical framework
grounded in a company’s purpose and responsibilities.

According to the Economist, these executives are on the right track. A
1995 editorial declared, “[TJomorrow’s successful company can no
longer afford to be a faceless institution that does nothing more than sell
the right product at the right price. It will have to present itself more as if

! For information on the numbers of companies undertaking such initiatives, see Ronald E.
Berenbeim, Corporate Ethics Practices (New York: The Conference Board, Report No. 986,
1992); Ethics Resource Center, Inc., Ethics Policies and Programs in American Business
(Washington, D.C., 1990); Ethics Resource Center, Inc., Ethics in American Business: Policies,
Programs and Perceptions (Washington D.C., 1994).
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it were . . . an intelligent actor, of upright character, that brings explicit
moral judgments to bear on its dealings with its own employees and
with the wider world.”?

Before turning to the cases in Part I, it is worth reviewing the reasons
behind today’s increased attention to ethics as well as some common ar-
guments for skepticism.

Ethics and Organizational Effectiveness

Although many executives regard sound ethics as a cornerstone of orga-
nizational effectiveness, some people find this idea counterintuitive.
Caught in a belief system that equates ethics with self-sacrifice, they can-
not reconcile attention to ethics with organizational strength. But if we
understand what ethics is all about, the linkage between ethics and orga-
nizational effectiveness will hardly seem surprising.

Although ethics has historically been defined in many different ways,
a central focus of ethical thought has been the principles and standards
that should govern human interaction. Ethical ideals such as honesty,
trustworthiness, or fairness are not just personal ideals. They are stan-
dards for how people should behave toward one another. Ethical con-

. cepts such as rights, duties, and responsibilities map the infrastructure of

~ social relationships. They define the scope of individual authority and
specify what individuals, whether persons or organizations, owe to one
another and to their communities. While ethics is also concerned with
the nature and sources of value in life—often referred to as “the good”—
issues of right and responsibility are at the center of what most people
today think of as ethics.

Broadly speaking, the aim of ethics is to enhance human develop-
ment.? A framework of rights, responsibilities, and ideals helps people
achieve their fullest potential as human beings—both individually and
collectively. For individuals, such a framework serves the vital purposes
of guiding action and establishing expectations. For groups and commu-
nities, it facilitates cooperation and mutual trust. In general, life tends to
go better when people can count on one another at least for justice and
mutual respect, if not for mutual assistance. Although ethics does not re-
quire self-sacrifice, it does require an ability to understand the needs and
interests of others and to conduct oneself in a manner that, at a mini-
mum, acknowledges their legitimate claims. Ethics may be thought of as
an invisible infrastructure of norms and precepts that ideally supports
positive human interaction.

2 “Saints and Sinners,” The Economist, June 24, 1995, p. 16.
3 An excellent discussion of the purpose of morality is found in G. J. Warnock, The Object of
Morality (London: Methuen & Co. Ltd., 1971).



